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H}RSP - ?rogram Mod:ficatmns and Transfer (Office of the: Commlssmner of
Insurance) : P : ; _ :

[LFB Summary Page 343 #3]

E --?CURRENT LAW

i ~The Health hasurance Risk~Shanng i’lan (HERSP) pmvzdes comprehenswe heaith insurance
coverage for the state’s medically uninsurable population. - The .program is fundéd by a
~ combination - of -enrollee - premiums, assessments ‘of insurance compames swhich-underwrite
disability insurance in this state and $3,239,000 GPR in 1997-99 ($893,000. GPR in 1995-96 and
$846,000 GPR in 1996-97 in a biennial appropriation and $1.5 million GPR in 1996-97 for a
© One-time: premium subszdy} HIRSP is adnnmstercd thrcugh the Ofﬁce of the Comssxoner of
Insuraﬂce(OCI} I R e

G(}VERNOR

. Transfer $l 492, 300 (3423 10{} GF’R $I 021 900 PR and $47 390 SEG) m 1997-98 and
$2,884,600 ($746,200 GPR, $2,043,800 PR and $94,600 SEG) in 1998-99 and 1.5 SEG position
from OCF's budget to DHFS to reflect the transfer:of HIRSP from OCI to the Department of
Health and Family Services (DHFS) effective January 1, 1998. Also, transfer to DHFS the Board
of Governors which is currently attached to HIRSP.

Provide that covered expenses be limited to allowable charges paid under the medical

assistance. program; and only for the services provided:by persons licensed and certified under
medical assistance’ (MA} statutory provisions." - Provide - that: DHFS -establish; by rule, cost

Insurance (Paper #512) : Page 1




containment provisions incliding managed care requirements for HIRSP. Provide that DHFS’s
fiscal agent for administration of MA program benefits also be the plan administrator for HIRSP,

Authorize DHFS to file a claim in certain circumstances, against the estate of a
policyholder or against the estate of the surviving spouse of a policyholder who received a
premium or deductible subsidy, to recover the amount of the subsidy paid after January 1, 1998,
on behalf of the policyholder who dies after March 15, 1998.

Meodify HIRSP program requirements as follows: (a) change the current definition of
resident to remove the requirement that an individual must be domiciled in Wisconsin for 30 days
and instead provide that a person would be considered a resident for purposes of HIRSP if he
or she is legally domiciled in the state by living in this state; (b) provide that the individual
premium rates set to cover 60% of the operating and administrative costs of the plan, could not
exceed 200% of the rate that a standard risk would be charged under an individual policy
- providing substantially the same coverage and deductible as would be provided under. the HIRSP;
and (c) repeal preexisting conditions }anguage which provides that conditions which are
diagnosed or treated in the six months preceding:the filing of an application are not covered for
the first six months that the individual is enrolled in HIRSP. :

Provide a number of changes in the resgonsxblhmes of the HIRSP Board of Governors i

OCI and DHFS. Provide that HIRSP would no- longer operate subject to the supervision: and
approval of the Board. Provide that Board members would be appointed by the Secretary of

DHFS. Retain the Commissioner of Insurance as a member of the Board, but add the Secretary

of DHFS, or designee; as a member of the Board and provide that the Secretary: shall be the
chairperson of the Board. Requlre that DHES, in: consuitauon with. OCI, develop an alternative
plan for ehgibie persons : : S

Prov;de that DI“IFS take over the foilcwmg Board responsmllmes (a) management cf the
HIRSP fund; (b) promulgation of rules specifying other deductible or coinsurance amounts; (c)
determination of what experimental treatments would be covered by the plan; (d) authority to
maintain a cause of action against an eligible participant for the recovery of the amount of
benefits paid which are not for covered expenses under the plan and maintain subrogation rights;
(e) determination of the time of billings; (f) reductions of premiums; (g) establishment and
‘implementation of a method for. determining the household income of an eligible person for a
subsidy; and (h) establishment of different deductible, coinsurance percentages, covered costs and
- deductible aggregate amounts in accordance with cost containment provisions.

DISCUSSiON POINTS
1L Due toa number of concerns rega:rdn:wr HIRSP costs, espec;.aily recent increases

in pohcyholders premiums, a provision was adopted as part of 1995 Act 463 which required OCI
and DHFS to conduct a study for the purpose of establishing a replacement health care program
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for HIRSP. The two agencies were required to submit their study and any recommended
legislation to the Legislature by February 1, 1997.

2. 'In February, the two. agencies provided a report containing the study
recommendations for HIRSP. ‘The recommendations for the program included: (a) transferring
HIRSP from OCI to DHFS; (b) modeling the program after-the MA program; and (¢)-modifying
HIRSP to meet the new federal requirements of the Health Insurance Portability and
Accountability ‘Act based on sélecting HIRSP as the state response to- the individual market
reform csptmn under that feéerai act.- ' : - U -

3. CreaZed by the Legxslamre n 1980 HIRSP pmv:des health insurance coverage for
the state’s’ mee:hcally uninsurable population or those unable to obtain affordable coverage in the
private market because Qf thelr health condmons Lo :

4 The plan is funded from pohcyholders premiums, insurex assessments and genera}
purpose revenue, which is used to partlaliy fund a subsidy program to offset the cost of premiums
and- deductibles for 10w~1nc0me pohcyholders Under -the - current plan structure, HIRSP

-policyholders. are reqmred to pay ‘60% of the plan’s administrative and claims costs through
premiums; Health insurance’ companies fund the remaining costs through an assessment that is
- based on each cempany 'S markct share or- percentage of hea}th msurance prennums coﬁected in

" the state.

e The Gnvem()r s recemmendatxons for HIRSP can be seen as aédressmg two major
‘concems, both presenteé ina smgle propc}sal ' S : S

(@ Flrst the federal Hea}th Insurance Portablhty and Accountablhty Aet (HI?AA)
requires; in regard to the individual insurance market; that states pick one of four options with
regard to individual i insurance market reform or be: subject to'the federal default provisions. In
response to that requirement, the adnnmstrauon has opted to modify certain statutory provisions
~of HIRSP as provided for under HIPAA to allow the 'state to use the HIRSP 1313.:1 as. the state
. selected option under HIPAA (in Ilcu of ether market refonn) e G

(b)Y Secend in response to the study dlrecuve cf 1995 Act 463 and DCI and })HFS
recommendations, the Governor proposes reducing the cost of the HIRSP program (and thereby
“thé costs to be borrié by enrollee premiuimis and- insurer assessmetits) by paying health care
providers who provide services to: HIRSP enrellees at rates that:are equivalent to rates paid under
the-MA program. In: addition; i in ‘order to facﬂltate the implementation of an MA rate schedule
and other cost containment measures utilized by the MA program, the Governor recommends the
-transfer ‘of the administration:of the HIRSP: program and Board of Governois to- DHFS. The
- administration has -also -indicated that having the program in. DHFS would allow its possible

integration into other health care programs operated by DHFS. Each of these aspects of the
Governor’s proposal is discussed further below.

- Instrance (Paper #512} ~Page 3




‘HIPAA Provisions

7. The Health Insurance Portability and Accountability Act (HIPAA) was enacted on

- August 21, 1996.. HIPAA amends a number of current federal laws to provide for, among other

- things, improved portability and continuity of health Insurance coverage-in the group-and
individual markets, and group health plan:coverage provided in connection with employmerit.

: 8. The Act imposes a limited guararteed-availability and guarantee renewability
requirement on insurers in the individual market. The Act,-however,. limits applicability of the
provisions to only those "eligible individuals": (a) with at least 18 months of creditable coverage

.without a significant break (63 days) in creditable coverage; (b) whose most recent prior
creditable coverage was under a group health plan; governmental plan; or church plan; (¢} who
is not eligible for coverage under a group health plan, Medicare or: Medmaxd (d) whose prior
coverage was not terminated because of nonpayment..of premmms or fraud; and (e) who, if
ehgxble has exhausted cnverage under COBRA cenUnuatzon coverage ora szrmiar statc pmgram _

; 9 'I‘he Act pmvxszons reiau:;g t() guaranteed avmlabﬂxty reqmre that hea.lth insufance
issuers that offer:coverage in the individual market cannot with’ respect to an eligible: individual:

- () decline to offer individual coverage to, or deny enmilment of, &uc:h mdzvxdua}; or (b} nnpose
j':-:any preexrs{zng condmon exclusmn e b e o

10. However if a state zmplements an alternative mechamsm 1t does not havc to
-enforce the federal requirements for guaranteed avaﬂabﬁxty _The: alternative machamsm must
provide: (a) a choice of health insurance coverage:to all ehglble: md;vxdua}s {b) that such
coverage does not impose any preexisting condition exciusxon, and (c) the choice of coverage
includes at least one -policy form of coverage that is comparable to: comprehenszve health
insurance coverage offered in the individual market or.a standard optxon of coverage avaﬂable
under the: group o1+ mshv;dual health insurance’ laws of thf: state S e

11 A state that elects to- 1mplement a qnahfied Ingh nsk pool as zts acceptabie
altemauve must in addltxon to meeting the prececimg requirements ‘also: (a) provzde ‘coverage
to ehglble persons with no preexisting condmon excinsmns and (b) prowde for rates and beneﬁt&
conszstent with the standard set forth in the NAIC Model Plan for. Umnsurable Indlvxdua}s

: o .I.'Z; GCI and DHFS recommended a.nd Govemor has dec1ded to’ amenci HIRSP to
-.cc)mply wﬂh HIPAA; thereby implementing an- alternative: mechamsm and avoiding the federal
'reqmrements for guaranteed availability in the individual insurance market. OCL: and DHFS’s
“report. to-the- Legislature indicates - that: HIRSP can meet HIPAA reqmremants with: minor
‘modifications which could be accomplished with the least disruption. for consumers and insurers.

--:i*?urther, OCI indicated that a high-risk pool is less comp};zcated 10 administer than other HIPAA
~options and results in less regulation and sverszght of the msurance m:arkets ' s
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13. - The Governor proposes changes to HIRSP in the. four areas, presumably in order
to bring +HIRSP into compliance with the federal reqmrﬁ:men{s relatmg to.an acc&ptable
- alternative mechanism using a high risk pool. : fe e g b o

14.  First, currently HIRSP requires individuals to establish residency in the state for
30 days:prior to-enrollment. The federal requirements provide that: states. may not require a
specific .period of residency: for -eligible individuals, however states may require an -HIPAA
eligible mdmduai be a state resident to be. ehglbie for pmiectlon under: apphcabie state law.

--.15. The Govemor s recommendatmn modzﬁes tha currem dafimnon of reszdent to
remove the requirement that an individual must be domiciled in- Wisconsin ‘for 30 days and
instead provides that a person would be considered a resident for purposes of HIRSP if he or she
is legally domiciled in the state by living in this state. - The Governor’s:recommendations go
beyond what is required under HIPAA. Under the Act; this provision only has to apply to
eligible individuals. The Governor’s }anguaga applies.it toall individuals ,regardless of whether
those individuals are eligible for HIPAA protections. The: Cortimittee: could consider Inmung the
- applicability of this provision to only" ehglble mdxvzduals as: defincd under the federai iaw 1f it
. wants to only meet the requirements of HIPAA. L I _ S

16, Second under current: law I-KRSP has a 31x~month waltmg perwd befc}re pre»f_ :
'exzstmg condltmns would be covered. ‘Current’ statutes: pmwdc ‘that condmons which are
diagnosed or treated in the six months preceding the filing of an apphcatmn are not covered for
the first six months that the individual is  enrolled-in HIRSP. HIPAA provzsxons preciude the:
-zimposition on an-eligible individual of a preexisting ¢ondition-exclusion: ‘Under the Act; a
. preexisting condition exclusion is a limitation or exclusion of ‘benefits relating to a condition
“based on the fact that the condition was present before the date of enrollmént for such coverage,

whether or not any medical advme dxagnoszs, care or: treatment was recomended mr rec:e;ved
. :before Such da{c : R S . S L Y - Ll .

. 17 : The Govemor s pmv;smn repeals the preexzstmg cenr;hnons language in HIRSP
' _Aga.m the Governcr s recommendations: go- beyend what s reqmred under HIPAA.: Under the .
. ‘Act, this provision only has to apply to ehgzbie individuals and preexzsung condmons as federaily o
~ defined. . The Governor’s language apphes it to ail individuals: regard}ess of whether those

“individuals are actually eligible for HIPAA protections. ‘The Committee could consider. limiting
- the applicability of the exclusion of preexisting conditions; as: defined in the Act; to: -only:eligible
individuals, as defined under the federal law, if it Wants toonly meet the requn‘ements of: HIPAA

: 18.. : Third, HIRSP premmm rates are cu:renﬂy-:;requi_md to'be ._set--'at‘: a ievel-'_esﬂmated
- to be sufficient to provide funding for 60% of the administrative and operating costs of HIRSP.
There is no:maximum premium rate or."cap” pfowsmn for premiums.under current law, }HPAA
requires, by reference to the NAIC Model Health Plan for Uninsurable Indlvzduals Act that
prem;ums shall not'exceed 200% of the rates apphcable ta standard risks:. PRI
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L 19. - The bill provides that the: individual premium rates set to- cover 60% of the
opcratmg and administrative costs.ofthe plan; may not exceed 200% of the rate that a standard
risk would be charged under an individual policy providing substantially the same coverage and
deducubles as would be pmvxded under HIRSP.

: 20. F{)urth under ::urrent law the Board of Governars for HIRS’P is authorized to offer
- an alternative plan to participants. Such an alternative plan, which must include managed care
and marketing concepts designed to lower costs; must be offered under contract through health -
maintenance organizations or preferred provider organizations. Currently, the Board of
‘Governors is not actively pursuing the offering’ of a ‘comprehensive alternative plan to HIRSP
- participants. Rather, the' Board has acted to implement-a discount:network for providers of
certain services. Under HIPAA, an acceptable altematxve mechanism must’ pfovade a choice of
-cove;age fm‘ all ehglhlc mdzwduais e d s T :

; - 2L = The: Govemor s. recommendanons pr0v1de that DHPS in consultatmn w1th Od],
-'would devclop an alternatwe: plzm for. ehgzble persons “:All references regarding the alternative
' plan as provided under current law ‘are repealed under the: bill. - The Committee may wish: to

clarify that eligible persons are those defined as eligible individuals under applicable HIPAA

pmvisions _

Medlcal Asszstance Rexmbursement Rates ST

g Under the I:uﬁ _services currcntly covered uncier HIRSP would continue: to be
- covered; hawever covered: expenses under HIRSP would be limited to the allowable charges paid
under the medical-assistance (MA) program. . Funher, only those: services provided by.persons
licensed and certified under MA statutory provxsxons would be covered under HIRSP. - Providers
“of a coveréd service or article would have to-accept as  payment in-full for the covered services
or amcle the allowable chaxge paid under the MA program and could not impose a-charge or
receive payment from an ‘eligible person in.excess of the: allowable charge:paid under- MA.
DHFS would be responsible for ensuring’ timely. payment of benefits accnrdmg to the. procedures
estabhshed fer the payment af ailowabie charges tmder the MA prograrn SIS

s 230 Under currerit law H{RSP clmms are pazd at no more than thc 90th percenule of
. the ‘usual-and customary reimbursement in- an -area, as approved by the HIRSP Board: In
‘addition; by statute; HIRSP also reduces: payrnent to: mﬁstate prowders by 10% from the 9€)th
percentile usual and: customary payment rate. o : S TR TR e

24, Rates paid to MA providers for nonuinstitutio'nai services are the lesser of: (a) the
‘providers’ usual-and custamary charge; ‘or (b) ‘maximum feas established by DHFS. for each
‘procedure.. Under the MA: program, inpatient hospital services are paid on a prospective payment
‘syster, commionly referred to'as a diagnostic related group (DRG) system. - Under this-system,
each hospital determines:the patient diagnosis-and bills MA. for the DRG related to a' specific
condition and/or treatment. Each DRG is assigned a weight that measures the relative resources
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required by an average patient. Typically' MA reimbursement rates are lower than rates paid by
commercial insurers and other state-administered health plans; including HIRSP.

25. It has been argued that using MA provider reimbursement rates could significantly
reduce HIRSP enrollees’ access to providers because many providers may not be willing to
accept MA rates. It is estimated that 91% of Wisconsin. licensed physicians who live in
Wisconsin are MA certified. However, not ail physzczans who are MA certified actually provzdc
services to MA reCLplents ; s g C

26. Due to Iumtations in the data currently cellected by DHFS, it is not possible to
provide a reliable estimate of the percentage of physicians in the state who provide services to
MA recipients. If MA reimbursement rates are substituted for current HIRSP reimbursement
rates, the total payments paid to providers for services rendered to HIRSP enroilees will decrease.
It is-unknown to what extent this will impact providers’ willingness to participate in the HIRSP
program. If provzders consider these decreased reimbursement rates to be insufficient, they may
cease providing 'services to. HERSP enrellees ‘This potﬁntial for decreased access to health care
provzders for HIRSP enrellﬁes may be of conc:ern to: the Cornmxttee IRE R

_ 27, There 18 cun"enﬂy debate among health care prcvxders, state agencies and others.
: relatmg to the ievei of savings whzch wﬂl be realized by. the recomended m&dxﬁcatwns to the-
HIRSP program. This level of savmgs is of partlcular interest to-health care prowders asit
represents reduced reimbursement for the1r services. The level of savings is also of parncuiar
concern to- the ‘insurance mdnstry because . approximately. 40% of ‘the costs of "HIRSP are
supported -through- assessments: on' insurance companies: ' To the extent that the costs.of the
- HIRSP plan are reduced as a result.of the recommendations included in-SB 77, these savings in
program costs would- benefit both instrance companies’ who: bear roughly 40% of the program
costs (not counting assessments for subs:dtes) and policyholders who:support the remaining 60%
of the program costs threugh premmm paymcnts

28 I)HFS ;)repared an: est:mate of the potenual savmgs to the I-KRSP program, which
would be realized if HIRSP prowders were. rezmbursed at rates equivalent to-MA rates and if cost
containment strategies employed by the MA pr{}gram were. applied to HIRSP." DHFS estimates "
that the savings to the HIRSP program would be approximately $8.8 million in 1998-99, the first
fuli ﬁscal year of nnpiementation In order to calculate these savmgs DHFS prepa:ed two

29. FIIS’IZ DHEFS pIO}eCtﬁd that HIRSP pragram costs wonld increase in 1997 99 over
1996-97 ThlS projection was based on historical program costs adjusted for inflation. However,
program costs have recently been decreasing for a number of reasons, mciudmg cost containment
' measures 1mplemented n Apnl 1996 EIRE b an - :

Second in: order to estxmate HIRSP 1997~99 program COStS tmder the: Govemer s
rccommendanon, the Department examined average annual MA costs for MA recipients whose
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medical needs were deemed to be similar to HIRSP enroliees. To prepare this estimate DHFS
multiplied the number of anticipated 1997-99 HIRSP enrollees by an estimated average MA cost.
This estimated annual cost was $5,055 in 1998-95. The $8.8 million in projected savings
represents the difference between these two estimates. :

-31. . However, this analysis has a number of limitations. The primary limitation is.the
comparability of the average MA recipient and the average HIRSP enrollee. HIRSP enrollees
have a wide range of medical diagnoses and medical needs. It may not necessarily be true that
the average MA enrollees included in the DHFS analysis utilize the same types and quantities
of services as the average HIRSP enrollee would utilize. - :

:32. An alternative method for calcuiating these savings would be to compare the

- payment of 1996 actual HIRSP claims with a projection of MA: payment for.those same claims.
In other words, compare HIRSP payments for a set of services with-expected MA: payments for

. the same set of services. For example, one could compare HIRSP: reimbursement for a:type of
service as a percent of a provider charges and MA reimbursement for that: type of service as a
percent of providers’ charges. Utilizing data available from the Office of Health Care Information
relating to MA and HIRSP reimbursement for inpatient hospital, outpatient hospital and physician
- services, this office has prepared an estimate utilizing this method. of -analysis. It is estimated

- that HIRSP program savings would be a maxunum of approxzmately $10 8 m.zllzon per year,' o

: 'under the Governor S recommendatzon

33 Whﬂe thls method of aaalys;s is consxdered 1o be reasonabie it is élfﬁcuit to
.estimate the exact level of savings that will be realized for a number of reasons including:: (a)
the uricertainty of possible increases:in MA provider rates; which may be provided in' the final
‘budget bill; and (b) limitations in data related to savings assacxat&d with: provxder networks due
+ o the recent. implementation-of these networks. e S e e

_ 34.  Ifthe Committee is concerned about the estimated payment reductions to providers

:and potential limits to accessibility: to prov:ders ‘due to usmg MA reimbiirsement fates; there are

~several alternatives the Committee could -consider - to reduc:e overall plan costs w1thout
- jf-lmplemenung the' MA. mmbursement rate: fer HIRSP o : SRR T

: .35, First, the Committee. could conszder mamtazmng current law in regard to payment
~of HIRSP claims. As noted previously, recent information indicates that claims-are. not
'-mcreasmg as much as previously expected and zmplementation of the provzder network has
‘resulted in additional cost savings. In-addition; premmms as currently set: under 69% of cost
: methodology are at an average ‘of 185% of a standard msk plan : o

36. If ihe Comzmttee is concemed that if current law is: mamtamed plan €osts: wﬁI
continue to increase, the Committee could consider as an alternative to moving the program to
- DHFS, using the MA reimbursement mechanism and changing the Board; increasing the statutory

- discount rate from 10% to 35% to provide nearly the same level of cost savings, or by:reducing
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the statutory discount rate 1o a a lesser percentage such as 15% or 25%, which would also resulit
in a lower amount of reduction in total plan costs.

37.  While available data does not provide sufficient detail to project exactly the
savings that would result from increasing the statutory discount to 35%; a tentative estimate based
on the estimated discounts is that the increased reduction rate could have a savings on the order
of $10 million annually based on the first quarter of 1997 claims cost data for HIRSP. HIRSP
claims currently are paid at no more than the 90th percentile of the usual and customary
reimbursement (UCR) in an area, as approved by the HIRSP Board. By statute, HIRSP also
reduces payments to providers by 10% from the usual and customary payment. Under this
alternative, the statutory language would be modified to increase the rate reduction amount which
would result in a decrease of total plan costs.

Program Administration

38. - Aspreviously discussed, in order to facilitate the use of MA reimbursement rates
and to allow for the incorporation:of MA case management and other managed care provision
currently used under MA, the Governor has proposed the transfer of HIRSP to DHFS. However,
if HIRSP were transferred to DHFS it would be managed separately from the MA program and
would not be administered by the DHFS Bureau of Health Care Financing, which: administers the
MA program. While DHFS has indicated that it would manage HIRSP using MA reimbursement
levels, program administration and cost containment policies, it has indicated that it does not
intend to enroll HIRSP enrollees in managed care organizations, although:language included in
the bill provides DHFS with the authority to implement managed care provisions for this
population. -Other cost containment provisions which may be employed include: (a) mandatory
prior authorization requirements; (b) second surgical opinion requirements; and (c) other
limitations on quantity of services.

'39..  The Governor’s recommendation.would also. authorize DHFS to implément an -
estate recovery program for HIRSP enrollees similar to the MA estate recovery program.:. Under
this program, DHFS would be-authorized to file a claim in: certain circumstances, against the
estate of a policyholder or against the estate of the surviving spouse of a policyholder who
received 'a premnium or deductible subsidies, to recover -the amount of the subsidy paid after
January 1, 1998, on behaif of the policyholder who dies after March 15, 1998. Under the bill,
the court would be required to reduce ‘the claim by up to $3,000, if necessary, to allow the
policyholder’s heirs or beneficiaries to retain certain personal property of the decedent. Further,

- DHFS would be prohibited from filing a claim is the decedent has a surviving child, under age
21 or disabled, or a surviving spouse-or if DHFS determines that filing a claim would result in
an undue hardship in that particular case. All monies collected from these provisions would be
deposited -into: an- appropriation which would then fund additional :premium and deducubfe

subsidies.
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40. -~ HIRSP currently employs a number of cost containment provisions, including the
following: (a) preadmission and concurrent review: of hospital admissions; (b) pretreatment and
concurrent review of selected outpatient services; (c) case management services for high cost
cases; and (d) audits hospital billings.. The hospital audit provides for a retrospective review of
hospital claims for medical necessity and allowability-of billed charges. . In April of 1996, a
- provider network was implemented. - Participating network providers: (hospitals, pharmacies and
- miental health servicesy grant additional discounts for sérvices: provided to HIRSP policyholders.
Additional copayment amounts are-assessed to policyholders for using: non-network: providers.
From January 1997, through March 1997, approximately $1.3. million was savcd as a re:suli of
the network pncmg and’ the IO% state. mandate reductmn L S o o

41.  To the extent that HIRSP will be adnnmstered separately from MA it is not-clear
what efficiencies will be achieved by transferring the program from DHFS to OCI. Presumably,
either department could modlfy provider rexmbursement rates and:: 1mplement ‘other cost-
containment provisions. It could be argued that transfernng the prog;am may lead to unnecessary
- ‘operational- disruptions. and administrative expenses. Th&refare the Committee may want to

consider deletmg the Govemor’s: recommendations relaung to the transfer of HIRSP, -but
maintaining ‘ provisions relaung to the adeptxon of MA rexmburscment rai‘es and MA cost,
_ contamment provzsmns L S : L : S s

: 2 I addltaon OCI could contract 'w;tth the 'MA iscal ageni to be the HERSP- plan :

- gdministrator:as: 1ntﬁnded under SB 77:+Under the Governor's recommendatzons, the fiscal agcnt
“would perform all ehgibzhty and administrative ‘claims payment ftmctxons establish preminm
billing procedures and: pay: c}a.zms -under: the' direction: of DH;FS The. MA Afiscal agent ' is
‘Electronic Data Systems: (EDS) EDS: subcontracts thh i&lue Cmss and Biue Siueld w}uch is
the current administering carrier: for HIRSP : LR e g

43.  However, the Deparmlent and OCE 1nd1cate m theu report that tra.nsferrmg HIRSP
to DHFS will bring alt statewoperated ‘medical covarage pregrams under one department and
- because DHFS has the systems in' place to- administer the: program at MA: re;mbursement levels
. the transfer wouid aﬂow fer a cansolzdauon of admstraUVe and casc management acnvmes

: 44.'_. Another reason that has been mdzcated for transfemng HIRSP to DHFS woald be
to allow for possible future modification of the program such as pessibly: mcorperatmg itinto a
'MA buy—m feamre or some other heaith care’ pregram operateci by DHFS o

ERRE & If the Commttee is concemed ahout I{IRSP pehcyha}ders access t;:} services and
'-.astz;mated payment’ reductions to: provxders under MA reimbursement rates and cost containment
'-promsmns as: provzded under the Gavemor s proposal the Committee could choose not+to

for HIRSP
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. -46. Instead, the Committee could consider requiring OCI to implement a. physician
provider network in HIRSP, as already provided for under administrative rule.. OCIhas indicated
that due to the pending legislation affecting HIRSP, implementation of the provider network was
postponed. As seen in the network plans already implemented; additional cost savings can be
realized by implementing these types of networks. Under this alternative, administration of
HIRSP would remain in OCI rather than being transferred to DHFS. This alternative could be
approved in additional to iricreasing the current statutory discount rate of 10%.

47.  If the Commitiee chooses to pursue the option of reducing program costs by
increasing the statutory discount rate, it could retain program administration and the Board in
OCIL ‘ -

ALTERNA’I‘IVES TG BILL

I-IIPAA Related Ptemsmns

I. Approve thc Govemor s recommendations.

2. Approvs the Govemor s recommendations ° w1th the modxﬁcanon to limit

1 apphcabmty of Govemer s recommendations relating to: (a) the change in the deﬁmtxon of
residency; (b) prewemstmg conditions as defined under I“}IPAA and (c) altematave plan, to
eligible individuals as defined under HIPAA. ' .
All Other Provnsmns

1. Approve the-.Govemor’s recommendations.

o 2. Appreve the Govemor s recommendations wzth the following mod1ficatmns (a)
" eliminate the transfer of the administration of HIRSP and the transfer of HIRSP Board of

: '_ _ :__'Govemor s to DHFS; (2). ehrmnate all changes made: to the Board’s respcnsmlhtzes, 3) reqmre :
.- OCI rather than DHFS to- implement MA prcwder rezmbursement rates, cost-containment and

‘managed care services; and {4) provide that OCI would contract with an MA fiscal agent rather
than DHFS.

3. Delete thc Governor’s recommendatwns and provxde that the current HERSP
statutory rate reduction of 10% be increased to one of- the following levels:

(a) 15%:;

(b) 25%; or
(c) 35%.
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4. In: addition to alternative 3, require the HIRSP Board to implement a physician
provider network in HIRSP. e .

5. Maintain current law.

Prepared by: Tricia.Coilins and Amie Goldman

MO#

JENSEN Y N A
QURADA Y N A
HARSDORF Y N A
ALBERS Y N A
GARD Y N A
KAUFERT Y N A
LINTON Y N A
COGGS Y N A
BURKE Y N A
DECKER Y N A
GEORGE: Y NoCAs
JAUCH: Y NOAS
WINEKE- Y NA
SHIBILSK! Y N A&
COWLES Y N A
PANZER Y N A
AYE NG ABS.
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Senator Shibilski
Representative Albers

HEALTH INSURANCE RISK SHARING PLAN/GENERAL FUND TAXES/INSURANCE

Motion:

Heaith Insurance ?ortabﬂlty and Accountability Act (HH’AA) Modifications and
. Other Miscellaneous Insurance Statute Modlficatlons

.Mo_ve to modify: -

(1) Include a provision to repeal the current law requirement that whenever a person
becomes eligible for and obtains coverage under HIRSP due either to notice of cancellation or
-reduction in health insurance coverage or notice of a substantial policy-specific premium increase
-{50% or more), the Comssmner is dlrected to requxre the heaith msurer 3ssumg that notice to
pay an: assessmcnt of $1 750 FE : : e

(2) Add stamtory ianguage deﬁmng the followmg terms accordmg to H]ZPPA church
plan; creditable coverage, eligible individual, federal continuation provision, federal governmental
plan, governmental: plan;, group health plan, and preexisting condition ‘exclusion. Modify the
definition of resident in the bill, to instead be defined as a person who has been legally domiciled
in this state for a period of at least 30 days or, thh respect to an ehglble mdxv:dual an
individual who resides in this state. o " --

(3) Add a prowsmn reqmnng that the Commlsszoner of {nsurance, i consultatxan ‘with
the _DH?S shall promulgate rules specifying how creditable coverage, as defined in the:bill, is
to be aggregated for purposes of defining an eligible individual and provide that the rules shall
comply with HIPAA,

(4) Modify. the Goifemor S‘preexisting conditicn.éxciusion to provide that only eligible
individuals. who obtain coverage under the plan may not be subject to any preexxsnng condztmn
-exclusions under the- plan effective with the passage of this bilk.: :

(5) Deiete the prov:szon that the HIRSP Bo:mi shall; under the dxrecuon of DHFS ‘and
-in consultation with OCI, develop an alternative plan for eligible person and instead add that the
Board in consultation with OCI and DHFS shall establish a chowe of coverage asset forth below.

(a} Add a prov1smn speczfymg that on effect;ve date of thc bill ‘that under the current
HIRSP statutes, beginning on January 1, '1998,.in addition to current HIRSP coverage, the plan
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shall offer to. all eligible persons a choice of coverage as described in the applicable HIPAA
provisions.: Add that any such choice of coverage shall be major medical expense coverage.
Further, provide that an eligible person may elect once each year, as established by the Board,
among the coverages offered by HIRSP. Provide that if an eligible person elects new coverage,
any preexisting condition exclusion imposed under the new coverage is met to the extent that the
eligible person has been previously and continuously covered under this subchapter. Specify that,
except as specified by the Board, the terms of coverage, including premium and deductible
reductions do not apply to the coverage offered under the alternative plan. Provide that the
schedule of premiums for coverage under this section shall be promulgated by rule including
emergency rules by the Commissioner. Further, provide that the rates for coverage under this
section shall be set such that they differ from the rates set under the current HIRSP plan by the
- same percentage as the percentage difference between the following: therate that a standard risk
would be charged under an individual policy providing substantially the same coverage and
deductibles as provided under HIRSP; and the rate that a standard risk would be charged under
an individual policy providing substantially the same caverage and dseductxbles as the coverage
offered under thxs sect;on R

" (b) Further, modxfy the HIRSP statute as modified under (5)(3), o add that effective
~January 1, 1998, no preexisting condition: exclusion may: be nnpoged ‘on an eligible person who
~elects:new coverage if the: person was an- ehgzbie mdlwdual wh&n first covered: under the

__.._:prograzn and the person remamed connnueusly covered up 1o the time_ efi electmg the ‘new S
‘coverage. Delete the provision that the schedule of prermums for. coverage shall be set such that =~ =

‘they differ from: the rates-set under: HIRSP in DHFS; by the same percentage as the percentage
. difference between the rate that-a standard risk would be-charged: wnder an’ mdmdaal policy
provxdmg substannaﬂy the.same cavcrage and cie:ductxhlf:s as the coveraga offered undcr thls

(6) Modify the provision that DHFS shall set rates at 60%of ‘the operating and
administrative costs of the plan, except that a rate may not exceed 200% of the. rate that a
:standard risk: wou};d be: charged utnder an individual: polzcy prevxdmg substantxaﬂy the ‘saine -
‘coverage and deductible as are provided: under the: plan o add “or at 60% of the operatmg and

. '_.-:adxmmstratzve costs of the plan whzchever zs less." o A e T

(7) Modify the foﬂowmg ehgfmhty provmmns to pmv:de that (a) the hfe—ume maximum
-amount: to paid out per covered individual is $1,000,000; (b)  a: perscn ‘who is an eligible
-individual is eligible for HIRSP; (c) an eligible individual; who:is 65 years of age or older:is

eligible for coverage under HIRSP; (d) no person:who is eligible for creéatable cc}vez:age pra"vzded
by an employer on a self-insured basis or through health insurance is ehgxble for coverage under
-the ‘plan; (e) an eligible-individual is eligible even if he or she was covered' under HIRSP and
voluntanly terminated the coverage under the plan even if less than'12 months have elapse:& since
the person’s latest voluntary termination of coverage under the plan; and (f) eliminate’ provisions
specifying that a person who is eligible for health care benefits under the smaﬂ employer health
insurance plan-may be eligible for:the. plan even if less than 12 months have e}apseci smce: the
- person’s. latest voliintary termination of coverage tnder the plan. - : I
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.. (8) - Modify the. provision that QCI in consultation with DHES shall by rule increase the
amount-of the insurer assessment and instead provide that OCI may only levy an assessmient
against every insurer sufficient to reimburse the plan for: premium reductions and deductible
reduction under s. 619.14(5)(a). Further, add that any assessments levied and collected under this
section shall be credited to the PR appropnatmn fu.ndmg prexmum rcducﬁons and deducnbie
reductions.. Pt o Bl e b .

+(9) . Repeal the cutrent law provision requiring that, for an:eligible employe who obtains
coverage under HIRSP, an employer that participates in the small employer health insuratice plan
shall pay a premium contribution to the health insurance risk-sharing plan thatis ‘equal to the
amount that the. emplayer wouid pay on behalf of the empiaye for coverage umier the pian

(10) Add a nenstatutory provision reqmnng tha.t rules relatmg to deter:mnmg credxtable
coverage shall be submitted by the Commissioner of Insurance to the Legislative Council staff
no later than the first day of the 4th'month beginning after the effective date- of !he bill. Provide
that Commissioner may promulgate rules required under the creditable coverage section for the
period before the effect:ve date of the rules submﬁted to Leg:slatwe Councﬂ staff as emergency
rules. . : : TR ey ST :

(1 1) Add a prov1swn clanfymg that the requzrement to: seet_ rates at 290% _of tha rate that

'caverage azid cieduétrb}es as @icvzded under HIRSP or at 60% of the ageranng and é&rmmstraﬁve o

costs of the plan, whichever is less, first applies to pohczes issued or remewed on Ianuaxy 1,¢
1998. Also;:provide that the lifetime limit of coverage. of $1,000,000; first apphes to policies that"
are:in effect.January 1, 1998. " Further, provide that the preexisting -condition éxclusion’ for:
ehgzble individuals, as defined by HIPAA be effecnve thh the passage of th;s bﬂl

(12) Add a provzszon that the mandaif:d insurance: coverage: of NEIVOUs - and ‘mental
cixsorders and -alcoholism -and . other drug abuse pmb}ems ‘under s 632 89(2) be subject to
generally apphcable deductibles and copayments

B. HIRSP Eligibility
- Move to prowde that- individuals who quahfy for medzcai assmtance are not ehgxble for

C Study Regardmg Feasszllty Bf HIRSP i?amﬂy Piaz:

Move to direct the Department of Heaith and Famzly Servxces (DHFS) to study the
feasibility of providing a family coverage plan under HIRSP: - Direct that DHFS. ‘Teport to the
Joint Committee on Finance and the Chairpersons of the Assembly and Senate committees
dealing with insurance matters by January 1, 1998, on the feasibility of: providing such a plan of
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coverage, including whether such- a- plan: would: comply ‘with the federal  Health Insurance
Portability and Availability: Act of 1996 (HIPAA) as a choice of ceverage tmder the reqmremcnts
for an. acceptable alf;ernatwa mechanism.- T s -

D. HIRSP Prégrﬁm F‘tmdmg and Reimbursement Rates and Cigarette Tax Increase -

. {})-Delete-the provisions in the bill: (a) providing for the use of the allowable charges paid
under the MA program for a covered service or article by a MA licensed and certified provider
to. be the basis: for. reimbursement under the HIRSP program; and (b) requiring - that the
Department of . Health and Family Services. (DHFS). use - the: plan -administrator: selected to
administer the plan to be the same fiscal agent used by DHFS for adxmmstramn of the MA
ngfam, T TR T Lo o _ _

(2) vaxda $6 GOQ 000 GPR in 1997-98 and $Ii 99{} 0{}0 GPR in 199&99 in a new ammal
_ appropnauon in- DHFS 10-be . used to offset tgtal pmgram ‘costs under the iﬁRSP program
beginning J anuary | 1998 Reqmre that in: computmg the costof em'oﬂee prenuums as prowded
for under current’ Iaw DHFS shall set the rates at ‘an amount to cover 60% of the projected
operatmg and administrative costs of HIRSP, after first deducting from such costs the amount
to be. provxded to the pian from th15 new: appropnaﬂan and except that premmm rates shaﬂ not

(3) Increase the clgarette tax by 3 5¢ per pack effectxve on the ﬁrst day of the secend
menth begmmng aftar pubhcatxon of the budget actor. September I 1997 whlchevcr s earher

4) Mcdlfy cun"ent law to provxde that after dednctmg the amounts pro;ected to be
available from enrollee premiums: and:the-amounts available from the new appropriation created
under (2} above all remmmng unfunded costs of the pregram shali be recovered in the foﬁawmg

(a) 50% of the amount shali be assessed agamst msurcrs wnung hea}th msurance
mtfnsstate and S e : Sl et ;

(b) 5{}% of the amount shall-be triet: by further reducing the raté of reimbursement,
otherwxse provided cuxrent}y under the program, by increasing the statutory discount rate
to reduce. estimated pla.n costs by that amount. 'Retain the current law provision that a
provider of a covered service or article under the program may not bill an eligible person
who receives the service or article for-any: amotint by which the charge is reduced as a
result of the statutory dzscount prevzs;on - :

:_(5) Reqmre that BHFS set by adnnmstratxve rule fcar each forthcammg plan year: (a) the

amount of increase in the current’ dzscount rate: that is esumated to ‘be necessary to’ teduce the
estimated unfuncieci ‘costs’ of the plan for the forthcennng year:-by 50%; and (b) theé amount-of
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monies to be levied by the Commissioner of Insurance against health insurers writing insurance
in Wisconsin which is estimated to be necessary to reduce the estimated unfunded costs of the
plan for the forthcoming year by 50%. Provide that DHFS may issue this rule as an emergency
rule and may issue a subsequent emergency administrative rule adjusting these amounts if DHFS
determines that actual plan costs are exceeding the estimated cost and that additional monies are
needed for the operation of the plan. Repeal all other cuirent language relating to assessments
for plan costs.

(6) Provide that n apportiéning the estimated plan costs for each forthcoming plan year,
DHES shall:

-{(2) Include in the setting of enrollee premiums.any increase or decréase necessary

to reflect the difference in-the amount actually received from enrollee premiums in the

-prior year and the amount that should have been recovered in the prior plan year had

- exactly 60% of actual plan costs (after: deducting ‘the ‘monies ‘available from the new
: _appropnatlon estabhshed under (2) above) ‘been covered by enroilee prezmums

(b} Include in the calculanon of the amounts of unfunded costs to be appomoned
to . insurer - assessments and. to the - increased: statutory discount rate “to - provider
reimbursements any adjustments necessary to.reflect amounts that were: charged in the prior

plan yea.r to ezthe}: msurer: assessments or mcreased statumry dzsconm: amounts: that were.
. greater-or lesser than the amount that should have been: appomcned had those unﬁmded-'

. costs been: appomoned at exactiy a 50/50 percentage splxt

| AT Provzde £hat the HIRSP Bcard be further mcreased ‘oy three members who shall

represent health care providers, with one member each to be a representative of the State Medical
Society, the Wisconsin Health and Hospital Association and an integrated multidisciplinary health
system. -Further,. provide: that one.of the three current pubhc members  on the Board be a
representanve of small busmessas n: thlS state; e e S e

(8) Reqmre that the I{IRSP Board (a) study the operatzon of the HIRSP program and
provide a report. to the Govemnor and the Legislature by June 30, 1998, regarding the cost
efficiency of the program and. specify that the report shall include an evaluation of the’ impact
on the HIRSP program of the greater use of managed care and case management for enrollees
and the effects of the federal Health:Insurance Portability and ‘Accountability . Act; and (b) that
annually thereafter, the HIRSP Board provide a report to the Governor-and the Legislature on the
operatzon of HIRSP mciudmg any recommendations. for changes in the program '

E. . Estate Recovery Program
Move to deiete the provmxon under SB 77 whmh wgulé authome the Department af Heaith

and Family -Services (DHFS) to implement an estate: recovery program for HIRSP enrollees
similar to-the medical assistance estate recovery.program.. ST .
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Note:

A. Health Insurance Portability and Accountability Act (IHPAA) Mofhficatxens and
Other Miscellanéous Insurance Statute Modifications :

This motion would incorporate the provisions of LRBb0127/1, with one exception, as
changes to. 8B 77 recommended by OCI in response to federal HIPPA requirements relating to
the establishment of HIRSP as an acceptable alternative mechanism the Act: The exception to
the provisions provided in LRBb0127/1 is that both the Governor ‘and-OCI recommended that
the elimination of the preexisting condition-exclusion be effective January I, 1998." This motion
provides that effective with the passage of the bill, only eligible individuals who obtain coverage

: uncier the plan may not be subject to any preexzstmg conchtzon exciustons under the plan.

C Further t}ns motmn would add the provision that mandated insurance coverage of nervous
and mental disorders-and-alcoholism and-other drug abuse problems (AODA) under s. 632.89(2)
. 'would sub}ect to genera‘ily apg}hcable deducubles and: cepayments i Under current: law a group'
or blanket disability insurance policy that provzdes coverage of any 1ﬁp3twnt andfcr outpatient
hospital services must provide -coverage for the treatment of nervous and mental disorders and
alcoholism and other drug abuse problems at certain minimum levels less copayments of up to
10% with a limit-of $7,000 for:all types of treatment:  Under current law, the insurer pays a
maximum-of the first $7,000 in charges for these services. - This  motion would delete ‘the
requirement that the: insurer pay: the first $7,000-in coverage and provide that an insurer could
apply deductibles to these services. . This provision is intended to:allow persons using médical
savings accounts to have coverage for mandated AODA benefits. -Participation in dn MSA is
conditioned upon coverage under a high deductible health plan. ' :

B. HIRSP Ehglblhty

Cum:nt law dc}es not proiub;t persons who quahfy for MA frcm bemg ehglble for HIRSP
however:HIRSP. would only pay-for costs after MA: payments for services. are applied. “This
motion would provide that individuals who qualify for MA -arenot:¢ligible for HIRSP.. ‘Under
current law, Wisconsin residents under the age of 65 are eligible to enroll in HIRSP either as a
result of having health insurance coverage rejected or limited by an insurer or as a result of
suffering from certain specified diseases or from a disability. Medically ‘uninsurable persons
eligible for participation in the plan by virtue of meeting any of the above conditions may still
not be able to enroll if they fall under certain specific exclusions enumerated in the statutes For
instance, a petson for whom the plan has paid out a total of $500, 000 in benefits or person for
whom a premiurm, deductible or coinsurance amount-is paid-or reimbursed by a federal, ‘'state,
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county- or municipal government is not eligible. However,:this latter provision does not apply
for deductibles or coinsurance amounts paid from public funds-for vocational rehabilitation, for

- the treatment of renal dzsease, hemopmha or cysuc ﬁbmszs, or for matemal and chﬁd health
services. : Ha : : RS

i 5 Stuéy Regardmg Feas;bikty of HIRSP Famﬂy Plan

_ Currenﬂy under HIRSP, oniy* individual coverage is offered. ‘ This motion would direct
DHFS to study:the feasibility of providing coverage of all the family members of 4 individual
who would be eligible for HIRSP under current law and whether a family plan would meet the
requirements of a choice of coverage under HIPAA. 'DHFS would be directed to report to the
Joint Committee on Finance and the Chairpersons of the 'Assembly -and Sendte Insurance
Committees by January 1, 1998, -

D. HI{RSP Pregram Flmdmg and Rexmbursement Rates and Clgarette Tax Increase _

T}:us motion Wouid medxfy the Goverzmr 5 recounnendauons regardmg HIRSP by deletmg
(1) all the references:to the use of MA reimbursement rates.. The use by enrollees of only MA
. certified and licensed prcwders, and (3) the reqmz‘ement that. D}{FS use: ‘me same fiscal agem: _
- used for adzmmstratmn of the MA pmgram would be deieted PR o

Fundmg of $6 006 0{}0 GPR in 1997 98 and $11 9{}0 000 GPR in 1998 99 would be
provided in a new annual appropriation in DHFS to be used to offset total program costs under
HIRSP. This funding would be applied to HIRSP total program costs with the remainder of plan
costs being funded as follows: (1) 60% of the projected operating and administrative costs of
HIRSP would be funded with enrollee premiums, except that enrollee premiums could not be less
than 150% or-exceed 200%:the rate that would be: charged under an individual pohcy providing
substantially the same coverage and deductibles as provided umier the plan; (2) all program costs
inexcess of premmms and GPR:funding would be from 50% from instrers assessments and SO%
from provider statutory dtscounts and prowders couid not bxli an enroilee f()r any a.mount thch
is reduced under this provzsmn) S b T R

) Both the assessment aga.mst-msurers and the provider discounts would be set and obtained
through one annual emergency administrative rule issued by DHFS. However; DHFS could issie
an additional emergency rule at-any time that it determines that actual plan revenues are expected
to be msuffic:zent to-meet: estxmated plan costs. All other assessment authomy s repeaied -

In addltzon thxs motion wouid change the composxtwn of the HIRSP Beard of chemors
by: (1) increasing the membership by thrée health care’ prevxders and (2) specifying that one of
the three current public members on the Board would be a representative of small businesses in
this state. Further, the Board would be required to study the operation of the HIRSP program
and provide a report to the Governor and the Legislature by June 30, 1998, regarding the cost
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_efficiency. of the program and an evaluation of the impact of greater-use of managed care and
case management and the effects of the Health Insurance Portability and: Accountability Act on
HIRSP. Further, the Board would be. required, annually thereafter issue a report to the Governor
and Legislature makmg recommendations on changes in the program. :

The motion would increase the cigarette tax by an additional 3.5¢ per pack, from the 49¢
recommended in the bill to 52.5¢.. This rate increase is estimated 1o increase general fund tax
revenues by $12.3 million in 1997-98 and $12.8 million in 1998-99. In addition, cigarette tax
refunds to Native Americans would increase by an-estimated $700,000 in-1997-98 and $900,000
in. 1998-99, which would offset additional revenues generated by the:rate increase. The ‘net
impact would be an increase of $11.6. million in-1997-98 and $11.9 million:i in 1998-99. It should

_be noted that, since consumption is expected to decline due-to an increase in- cigarette prices,
- additional increases in the cigarette tax would lower the amount of: fundmg atmbmable to this
motion. : i : :

Under current law, the cigarette tax rate is generally 44¢ per pack. Cigarette tax
collections totaled $198.0:million in 1995-96.and are. estimated to be $198.0 million in 1996-97,
$196.0 million in 1997-98 and $194.0 million in 1998-99. The Governor’s 1997-99 biennial
_-:budget recommendation would increase the cigarette tax rate by 5¢. per:pack; from 44¢ to 49¢.

s estimated that the rate increase would increase general fund revenue by $18.6 million in

. 1997-98 and $19.1 million in 1998-99, assuming an. effective date of September 1,:1997. These

- figures reflect a reestimate of the amounts contained in the Goverrior’s budget recenunendatwn
because the adrmmstrauon s ﬁguxes chd not fu}ly account for a decrease in consumpﬂon due to

-' E.' Estate Recovery Program

g Undcr SB 77 DHFS would be authonzad to fiie a cla;m, in certain circumstances;’ agamst
ﬁt,he estate: of a pelicyholder or.against the: estate-of- the survzvmg spouse of a pohcyho}der who
received a premmm or. deductible subsidy, to. rccover ‘the’ amount of any: subszdy paid-after

-_January 1,.1998,.0on beha}f of the policyholder: ‘who - dies- after:March 15; 1998. Under the

- provision, ‘the court would be require to reduce the clazm by up to $3,000, if necessary to-allow

the policyholder’s heirs or beneficiaries to retain certairi personal property of the decedent. In
addition, DHFS would be prohibited from filing a claim if the decedent has a surviving child,
under age 21 or disabled, or a surviving spouse: if DHFES determines: that filing-a claim would
result.in an undue hardshlp in that particular case.: Unider the bill, all monies collected from these
provisions 4 would be. deposzted into-an appropriation which would then be used to fund additional
premmm and deductxble subsxdlcs This motion would delete these prowszons fr.om SB 77.

[Change to- Bxll $25 100, 000 GPR—REV and $19 SGG (}00 GPR}
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Paper #970 1997-99 Budget June 4, 1997
24004404 SO e e e e ——

To: Joint Comumittee on Finance

From: Bob Lang, Director
' Legislative Fiscal Burean

ISSUE

Public Assistance Funding Overview (Workforce Deveiopment--Economic Support
and Child Care) :

DISCUSSION POINTS
‘State and Federal Funding Sources

1. The Wisconsin Works (W-2) program was created under 1995 Wisconsin Act 289
to replace: the current aid to families with dependent children (AFDC) program in Wisconsin.
Under Act 289, the Department of Workforce Development (DWD) must implement W-2
statewide by October 1, 1997. The Department intends to implement the program one month
earlier, on September 1, 1997. The basic AFDC program and re}ated programs W111 sunset six
months after the statewade sta.x“z«up of W»Z : :

: S22 On August 22, 1996, ?reszdent Clinton szgned the federal personal respon51b1hty
and work opportunity reconciliation act of 1996 (P.L. 104-193), which: replaces the federal AFDC
© provisions and related provisions with a block grant program called temporary assistance to needy
families (TANF). Under the TANF program, public assistance benefits are no longer funded with
~ astate/federal matching arrangement. Instead, federal block grants are provided to eligible states,
with a required contribution of state funds under maintenance of effort provisions. The federal
legislation also consolidated the federal child care funding sources for AFDC recipients and at-
risk families with the child care development block grant. In addition, federal law establishes
certain requirements that state programs must meet in order to-receive fnndmg, mciudmg work
part;cxpat:on reqmrements for recszents o

3. The current state AFDC program, the- W-2 program and; several related pmgrams

will be- funded with federal TANF and child care block grants along ‘with existing state
appropriations. Other revenue sources for these programs are federal funds for the food stamp
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etiployment and training progratn and child sipport assigned (o the state by recipients of public

assistance. As outlined in Table 1, it is estimated that revenues from these sources will total
$694.5 million in 1997-98 and $613 8 million in 1998-99. Funding th&t is not expended in 1997-
98 may be carried over to 1998-99.

TABLE 1

Estimated Revenues Ava:labie f&r I’ubhc Assxstance Programs
(In Mﬁhons)

1997-98 1998-99

Current GPR Funds for AFDC | $147.3 S147.1

_ _Cun‘ent GPR Furxds for Child Carg..i . i v o s e 184 - - 18.4
‘Current GPR Funds for W2 Related FS!MA . o S20 e 1.0
‘Federal TANF Block Grarnt 3176 317 0

Federal Child Care Block Grant 54.5 56.5

. Food Stamp Employment and Trammg o B O TSR TR 1 | B
/" Federal W-2 Related FS/MA - TR S e
i "'-'Carryover of TANF from’ 1996- 97 Cemmimiaas
Chxld Support Collecuons 35.8 53 8

-_-Total L ses. . S6138.

4. The Comnnttee wﬂ} be rev;ewmg a number of papers regardmg fundmg leveis for

' pubhc asslstance programs. in ‘past years, optzons cons1dered by the Committee: for. the AFDC ..
i program indicated a. GPR: shiare and FED- :
" -an option to prcwzde an addi : _
s appmxxmately $4. mﬂhc:n GPR and $6 rmilmn 111 federal matcf i1
* ‘grant arrangement; it is. no Jlonger accurate to assign a state’ 'and_';.federal split-in’ funding for
.- individual’ experzdzture decisions. Therefore;: altemanves in.the papers relating to programs. that
are funded xmth TANF assxstanae Wlil "ﬁd;tcate an ALL FUN}DS" cost cf the. optxon ;:athe}: than

shafe crf he total cost of the. aliemanve Fo:: example -
; bC bcneﬁts would: have been ﬁmded with
funds, Un&er the new block

ional $IO _

T Under the aid mats:hmg arrzngement mcrementai increases in. pmgram e:xpendmzres

..resulte:d in increased federal funds to cover a portion: of the %ngher costs. - With federal block

grants, this is no longer the case. T herefore, if expenditures for W-2, AFDC and other programs

- funded ‘with TANF assistance. exceed the. a‘s&mlable fundmg amounts shown' In Table I, any
T addmenai COSLS ST be funded ent:reiy thh state revenues; addztmna} feeierai funds will not be
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Maintenance of Effort Requirement

6.  Under the new federal law, beginning in federal fiscal year 1998, the basic TANF
grant will be reduced by the amount, if any, by which qualified state expenditures for public
assistance programs in the previous year are less than the maintenance of effort (MOE)
requirement. The MOE requirement is 75% of historic state expenditures if the state meets the
federal mandatory work requirements or 80% if the state does not meet these requirements.
"Historic state expenditures” generally means FFY 1994 expenditures for AFDC, JOBS, AFDC-
emergency assistance, AFDC-related child care and at-risk child care.

7.  If the TANF grant is reduced in a fiscal year under this provision, the state must
expend additional state revenues in the following vear equal to the amount of the reduction.
States also must mcur a specified level of child care expenditures in order to obtain federal
matching funds for child care.

8. Because of the work requirements under W-2, it is believed that the state will meet
the federal work participation requirements and that the 75% maintenance of effort provision will
apply. This results in required state expenditures of $169 million annually to meet the TANF
requirement. In addition, the state must spend approximately $11 million on child care assistance
. in order to obtain federal matchmg funds fora total state: contrlbﬁuen of $}8O m;ih;on ‘With-the -
~current appropriations for public - assistance, ‘the Department has identified qualified: state.
expenditures of approximately $190 million annually, which would exceed the MOE requirement
by $10 million. The Department’s estimates include expenditures for the state earned income
tax credit and the homestead tax credit for W-2 recipients who move into the work force.

9.  Although it is estimated that the state will have qualified expenditures in excess of
the MOE requirement, it is uncertain whether all of the state expenmses identified by the
administration may be counted toward the MOE requirement. Also, if the state does not meet
the federal work participation requirements, the TANF maintenance of effort requirement would
be 80%, which would increase the total state contrlbunon (including child care matchmg funds)
from $180 million to approxzmately $191 rmihon : e

10. Because it is estimated that state funding is relatively close to the federal
maintenance of effort requirement and there is uncertainty regarding the inclusion of certain
expenditures in determining if the state will meet the MOE, any reductions in public assistance
expenditures should be counted as federal TANF funds rather than state GPR. If GPR
appropriations were reduced significantly, the state would risk being out of compliance with the
MOE provision. Unexpended TANF funds could be reallocated for other purposes allowed under
the federal legislation or carried forward to the 1999-01 biennium.
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Paper #971 1997-99 Budget June 4, 1997
m

To: ‘Joint Committee on Finance

From: Bob Lang; Director
Legislative Fiscal Bureau

ISSUE

Appropriation Structure and Base Funding for Public Assisiancé 'Programs
(Workforce Development—-Economic Sup;mrt and Child Care)

~ {LFB: Summary Page 675 #1 682 #2 691 #Ei}

: -mmeﬁﬁcﬁm- |

Thc purpose: of thzs Paper is to estabhsh a base fundmg }evel in the 199’? 99 biennium for
_.the Wlsconsm Woxks (W -2) program under the carrent statutory provisions. Tha Comrmttee has
. elected to work from, basc fundmg amounts and the current statutes, rather than the Govemor 8
| '_recomended funcimg Ievels and statutc)ry modxﬁcanons in Senate Bill 77, for iteins relatmg to
_public. assnstance programs Hewever, the current appmpnatwn schedule i in the statiites’ mcludes
fundzng amounts that are based on ‘the aid to faxm};es with dependent chzidren (AFDC) program
rather than W-2. The alternatives included in this paper would miodify the current appropriation
structure and fundmg amoams to establish a structure and base funding levels that are appropriate
for the current W-2 prov;sxons “Additional papers address modifications that could be considered
by the Coxrmttee in ‘establishing  the budget for W-2, including items’ recommiended by the
) chemor in SB77. The: fundmg amounts shown in the other papers- represent mcremental
'”changes to the base ﬁmdmg levels estabhshed in this paper = IR :

The first several sections of this paper address the base fundmg levcl for W-2, and the
folowing sections address the appropriation structure.
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o for the cost: of xmplemen’ung Wﬁz in the Fall of 1997

“BASE FUNDING
Current Law

As noted, the current appropriation schedule in the statutes includes funding amounts that
are based on the AFDC program rather than the Wisconsin Works program. Under 1995
Wisconsin Act 289, the Department of Workforce Development (DWD) is required to implement
the W-2 program statewide by October 1, 1997. The Department is currently operating W-2 on
a pilot basis in Fond du Lac and Pierce Counties and expects to implement the program statewide
beginning September 1, 1997. The basic AFDC program and related programs will sunset six
months after the statewide starting date for W-2.

Govemt)r

Increase base fundmg by $96 514 10@ in 1997 98 ($96 {}99 ?“ FEE) and $4i4 400 PR)
and $96,891,000 in 1998-99 ($95,421,200 FED and $1,469,800 PR) for the AFDC and 'W-2
programs. The Governor’s recommendation would provide funding for the current AFDC and
job opportunity and basic skills (JOBS) programs during the first several mﬁmths of 1997 98 and

o Under the 1996 federal welfare reform leg1slaﬂon the AFDC and }OBS programs were
| "replaced with a biock grant pmgram called temporary assistance’ to neeéy families (TANF)
Under the TANF program, pubhc asmstance benefits and - admzmstratwe costs are no longer
_ funded w1th a federa}/state matchmg arrangcment Instead federai biock grants are pmwded to
- ehglble states, thh a reqmred contribution of si‘a.te funds under mazntenance of effe:}rt provzsmns
_The federal legislation also consolidates the federal chﬂ -. "'c_ fundmﬂ snurces f()r AFDC

rec;pients and at~nsk fannhes w1th the chﬂd care &eveioymmt

The fcderaE amc}unts shawn above represent the dszerence _batween the_dollars the state
;._-'recewed under the matchmg arrangement for. AFBC and the amaunt'_: the.state_ recewes under the
federal block grants. The program revenue, amounts shcwn ab
loan repayments for each fiscal year. Cument GPR fundmg Ieveis fer pubhc asswtance pmgrams
would not be modified. However, GPR funds would be reaiioc&ted to refiect the converswn from
CAFDC O W-2, : : o

Table 1 shows the administration’s estimates of revenues and-'expenciiiures If__(.)r the W-2
program under Senate Bill 77, excluding health care. The expenditure amounts are all funds.
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TABLE 1

Public Assistance Revenues and Expenditures Under Governor’s Budget Bill

Reveuues

Current GPR Funds for ARDC

w0 Current-GPR Funds for-Child Care
. - Federal TANE Block Grant.,
Pederal Child Care Block Gram

Food Stamp Empioyment and Training (FSET)
Carryover of TANF and FSET From Prior Year
Child Support Collections

Total Revenues

. Expendiﬁifés .

Current Programs
AFDC Benefits
JOBS: Services : :
County Income Maintenance Administration.

" Ongoing Expenditures = -
.- State Administration

Emergency Assistance
Burials
Léarnfare’ Case Managcment Servzces

" Local Learnfare PI‘()_}ECT;S

Children First -

. Caumy Fraud and Front~End Venﬁcanon

Cash Assistance Under w-2
Subsidized Employmient
Kinship Care Assistance -
Children of SSI Parents (TANF Share)
Job Access Loans
Employment Skills Advancement Grants

Child Care -
Direct Child Care Services
Indirect Child Care Services

W-2 Local Office Costs

Other Expenditures
Child Support Payments
Partnership for Fuil Employment
School-to-Work
Employment Transportation
Total Expenditures

Balance Before Transfers
Other TANF Expenditores
Net Ending Balance

199798

$148.049.900
18.357,200
. 318,188,400

54,464,600
- 7,000,000

89,125,600

37,254,700
$672,440,400

$32,589,400 1
- 27,079,800
'6’6'65&.001. S

26,776,400

3,300,000

3300000
2,619,100
: '2,2'-5'(};1099"5_:_ :

1,316,400

179,926,400 . .

13,720,400

1,576,500

3,645,600
833,300

158,500,000

6 002 4{}05_

108 048,300

35,269,000
3,898,400
245,100
1.000,000
$621,150,100

$51,290,300
$32.807,000
$18,483,300

~Workforce Development -+ Economic Support and: Child Care (Paper #971)

. 199899

$150,812,200

18,357,200

318,188,400 .

156,544,200

7,000,000

© 18,483,300

$607,379,100

%0

w

3,300,000

3,300,000 .

2191000
LA
1,316,400

- 37993 800 -

. 26,992,300 .

134 442 300 :

22, 116 400
2,109,300
366,900
1,000,000

180,200,000

6,602,40&- -

94,106,700

39,768,200
3,513,300
280,000
2,000,000
$574,521,800

$32,857,300
$32.802,100
$55,200
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REVISED FUNDING AMOUNTS -

Table 2 shows rewsed estimates of the amounts of funding that would be needed to cover
the costs.of the current AFDC program and the W-2 program in the 1997-99 bienmum under the
current statutory provisions: Some of these figures differ from the. Governor's recommendation
because of prior actions by the Committee, revised estimates of the ‘AFDC -and W-2 caseloads
and techmcal ad}ustments Other funding amounts recommended by the Governor are not
mciuded in Table 2 because, they are addressed in separate papers. These fundmg amounts are
shawn in ’fable 3. e R

As Table 2 indicates, W-2 related expenditures would total $599.3 m;iiwn in 1997 98 and
$560.2 million in 1998-99. In addition, the Committee has already approved expend1tures of
TANF block grant funds for other activities totalling $32.0 million in 1997-98 and. $32.1 million
in 1998-99." These mciude (ay a transfer of $31.8 million in each year to the- Social Servxces
Block Grant (b) funding of $104, OOO in 1997-98 and $108,100 in 1998-99 for a Milwaukee
County Child Welfare Liaison position; and (c) $54, 000 in 1997-98 and $144,000.in-1998-99 for
hosp;tal—based paternity establishment incentives. The 1998-99 ending ba}ance in TANF revenues
after these expendxtures is $84 7 mﬁhon

‘f

In addmon the Govemor
WIH be addressed in sepafate’ issue papers, which are shown in Table 3. These items would not
be included in the base funding levels established in this paper. ~The' total ‘funding for these
expenditures would be $19.9 million in 1997-98 and $26.9 million in 1998-99. - Should the
Commiittee approve these’ 1tems with no modifications, the remaining balance at the-end of the
bzennmm woulé decrease from the $84.7 million amount shown in Table 2 to $37 9 Imlhon

I Page 4 “ . "Workforce Developmient - Ecoriomic Support and Child Care (Paper #971)
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Estimated Revenues and Base 'ff“’titidiﬁg for Public Assistance Programs

Revenues
Carrent GPR. Funds for AFDC
Current GPR Funds for Child Care..,
Current GPR Funds for W-2 Related FS/MA
Federal TANF Block Grant
Federal Child Care Block Gram
Food Stamp Employment and: Training
Federal 'W-2 Related FS/MA -~
Carryover:of TANF from Prior Year
Child Support Collections

Total Revenues

W-2 Related Expenditures

~ Current Program Expendxtures

- AFDC Beénéfits
JOBS Services
IM County Administration and Overmatch

Ongoing .'Expén:ditiirés

" State Administration”
s Emergency. Asszstance

Burials. :
Leamfare Case Manauement Servu:es
Local Learnfare Pm}ects

" Children First 7

Cmmty Fraud and’ Front«End Vemficauen SR

Cash Asszstance Under W2

Subsidized Employment

Job Access Loans

Employment: Skills Advancement Grants: -

' Child Care”
Dzrect Child Care’ Servnces
Incﬁrect Chxld Care Servxces

w2 Agency R_elated Costs '
W-2 Office Costs ' :
Long-Term and Refugee Supplemem
Contingency Fund
Milwaukee PIC

* Othier Expeénditures:

“Child Support Payments ...
Partnership for. Full. Emplcrymem

B : School ta-Wark

Total W-2 Rélated Expendzmres

' _oiz;er TANF Expenditures Approved by the Committee

Ending Balance

.. 1997:98 - .

$147,260,800
18,357,260
5,242,100
317,598,200
54,464,600

- 7,000,800
3,242,100

83,526,600 .

55.818.000
$694,509,600

1 $28,400,000

15,079,860
6,663,600

. 033,306,0000 -
-.3,300000
2,619,100

450,000

1316400 . -
588,000

155,375,100

3,645,600

158,500,000
116,002,400,

104,117,000
25,000,000
- 1,000,000

37929600
. 3,898,400

245,100

$599.271,400

$31.976,800 0

$63,261.400°
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1998-99

$147,067,500
18,357,200
6,995,100
316,963,900
56,544,200
7,000,000
6,995,100
63,261,400.

53,798.900

$676,983,300

'36 544,800,
“3300.000" .

3300000

2,619,100
0
1,316,400

588,000

158,678,000-
866,900

180,200,000
6,002,400

115,293,800
9:800,000.
0
1,000,000

41,865,500
3,513,300

280000
$560,168,200
- $32070900

$84,744 200"
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TABLE3

%

Additional Expenditures Recommended by the Governor
for Public Assistance Programs

o lg9Teg o 199899
Kinship Care Assistance : $15,720400° . - - $22,116,400
Children of SSI Parents (TANF Share) - 1,576,500 Lo 2,109,300
New Hope o 1,560,000~ 690,000
Employment Transportation 1,000,006 - . .2 2000000

- Total : $19856900 - . 526,515,700

The following sections describe the items in Table 2 that differ from theGovemers
proposal and provide additional information regarding some of the revenue and. expenditure
estimates. S IR

Current GPR for AFDC. In Table 2, the amounts of existing GPR funding allocated to
AFDC are lower than those in-the Governor’s recommendation due to revised estimates of costs
- that would be allocated to the food stamp and MA programs and state child support enforcement
programs. . ST T R R B S R T

+ Current GPR and FED for W-2 FS/MA. Revenues include $10.4 million in 1997-98 and
$14.0 million in 1998-99 in'GPR and FED administrative funding: for W-Zrempmnts WhO also
receive food stamps and MA. These revenues were inadvertently omitted f_i_”om_i_:h_e GGVem or's

- Féderal TANF Block Grant. Under federal law, tribal organizations in a state may elect to
operate a separate tribal public assistance program. For a tribe that submits an acceptable plan,
the federal government will provide to the tribe an amount equal to expenditures by the state for
federal fiscal year 1994 for families residing in the tribe and the ‘state’s TANF block grant will
be reduced by an equivalent amount. The Department has indicated that four tribes in 1997-98
and five tribes in 1998-99 are expected to operate separate prograins in Wisconsin as.permitted
under federal law. Therefore, the TANF block grant should be reduced by $590,200.in. 1997-98
and $1,224,500 in 1998-99 to reflect the separate tribal plans. e i e

~ Food Stamp Employment and Training. The 1996 federal welfare reform legislation allows
states to expend federal food stamp employment and training dollars on 'W-2 recipients:in an
amount equal to 1995 expenditures for AFDC recipients. The staté must miatch these funds. The
federal government has approved a state plan that estimates that Wisconsin may use $11.0 million
in federal FSET dollars on W-2 recipients on an ongoing basis if an acceptable cost allocation
formula is developed. ‘However, the federal government indicated that this amount may. be
subject to change if it is determined that some of the costs used to arrive at the $11.0 million
estimate are not allowable.
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~.Due tothe uncertainty surrounding the availability of these funds, the administration
mcluéed only $7 million in estimated revenues for this progtam. Matching GPR fiinds are
included in the expenditures. It should be noted that GPR used as a match for this program
Wau}d noi" be ava,ziable to the state for meetlng the TANF mmntenance of efferrt requzrement

_ Carryaver of TANF amf FSET:. The amoutit shown n Table 2 for 199‘74}8 has been
'reduced by $5.6 million compared to the Governor’s recommetidation. This'modification reflects:
(@) a decrease-of $17.6 million to account for additional expenditures for 1996-97 that were
approved at the Committee’s s. 13.10 meeting in May, 1997; and (b} an increase of $12 million
based on a reduced estimate of chlid care expendztures n 1996~97 The child care estimate
reflects connty data: threugh Apnl SR : g

Chzid Supporr Collecnons Child support cniisctwns shown in'Table 2 are hzgher than the
-amounts shown in the Governor’s recommendation by $18.6 million i 1997-98 and $15.8 rmﬂwn
in 1998-99. This change is largely due to more récent data regardmg actual child support
collections. This data indicates that child support collected per case is sxgmficantly higher than
- previously antxczpated Also, the Governor’s proposal did ‘not: adjust ‘the amiourits in the
 appropriation sc:heduie to. reﬁect estzmated child: support collectwns Thzs adjustment should be
made . S S ST : . : : ; : U

. AFDC Payments Fundmg for AFDC payments is: Iower compared 0 "the pvemor s
recommenda&on by $42 mﬂizon in 1997:98. " This dlfference is primarily’ éu'__ to' a rev1sed"
caseload estimate-and the ‘conversion of certain AFDC ‘¢dses to kxnshxp care. :

JOBS Services. At the Committee’s May, 1997, s. 13.10 meeting, $12 0 million in JOBS
‘funding was approved for W-2start-up activities in 1996-97. - The  $12.0' million was to be a
-reallocation of existing JOBS' contracts from' the fourth' quarter of 1997 The funding amount
shown in Table 2 is lower thasn ‘the Governor's reconnnendation to reﬂect ‘this reailocation of
fourth quarter fundmg from the JGBS contracts. R S

State Admmzstratzon Fundmg for state adnumstratxon in Tahle 2 is hlvher than ‘the
Governor’s recomendauon by 86 5 mﬂhon in 1997 98 zmd $3 6 Imlhon in 1998 99 ThlS is due
to several mod1ficatxons ; _ 2 :

e The Govemor s recommendation madvertentiy onntted costs related to'the JOBS program
that should hiave been included in base funding for state administration. = This: modification ‘was
approved for '1996-97 at the Connmttee $ May, 1997 S 13 10 meetmg Thﬁ amounts m Tabic

2 reflect:this’ modification. - -

* The administration has mdzcated that a greater share of department~w1de administrative
‘costs would be allocated to'the' Pivision of Economic Support than prevmasiy antzc:lpated The
amount for ‘state adnnmstratxon n Tabfe 2 reﬂccts ﬂ'llS change RS :

¢ The Gov&mor s re:commendatmn mc}uded fundmg for costs related 1o the CARES
computer system that were partially allocated to the food stamp and medical assistance programs.
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-.99; and

. However, because these costs. are related only to.the W-2 program,they should not be mimatcd
to foed stamps and MA. 'This increases fundmg for state adzmmstratwn g

. The Govemor s pmpasal mcladed $1: 5 mﬂlmn cach yea.r fex eva}aaiwns Undcr cnm:nt
law the Department is required to contract with the Legislative Audit Burean (LAB) for an
. evaluation of the W-2.program.  This evaluation must be completed by July 1, 2000.  According
to the administration, the Department-is still negotiating the terms.of the evaluation.contract with
the LAB.  Therefore, a portion of the funding for evaluations has been taken: out of state
adrmmstranon The issue: nf evaluations is discussed in a’ sepaxate paper B

Locai Leamfare ijecrs Fundzng fer Ioca} Ieamfare pm}ects as. shown 1n Tabie 2 18 Si 8
million lower than the Governor’s recommendation. The Committee approved an increase of
funding in.1996-97 of $1.8 million at its May, 1997, 5. 13.10 meeting:. The Departinent has
.indicated tbat these Learnfare projects. will be terminated and, ﬁherefare an equiva}cnt amount
of fundmg should be reduced m the 1997399 b1enmmn R SRS

Subszd:zed Employment and W*,Z ﬁgem:y Related Casts The Gc)vemor 5 reconnnendatton
included $288. million in 1997-98 and $278.5 million in 1998-99 for subsidized employment and
W-2 office costs. These amounts included: (a) a contingency fund of $25 million in 1997-98;
(b) funding. fcr }ong~tenn_and refugee cases of SS 2 mﬂhc}n in 1997 98 and. $9 8 mﬂhon in 1998~

“of W-2 m'_Mﬂwaukee C{mnty Hewe’{zé': . the Govemor s pro;msal. not':separateiy 1dent:fy
these expenditures. . Instcad only wo expense categones (subszclmeé emp}oyment and office
costs) were shown :

In Augﬁst 1996 the Bepartment 1sszzed a request for yroposals (RFP} for patentzal W-2
agencies. - The RFP contained maximum amounts-for W-2: office costs -and. benefits:that-would
be. provzded to. each ‘agency by county. -The . amounts shown in Table 2 for subsidized
employment for W-2 agencies reflect anticxpated amounts: statewide for contracts. with - W-2
agencies, except. for the treatment. of tribal benefits. . As: noteé above tnbes have the opnon of
opcmtmg a separate TANP program T e fu =

The fundmg ameunts shown in Tabie 2 fer subsxdmed empioyment W—Z ofﬁce costs, _the
longutcnn and refugee supplement, the connngency fund and the Milwaukee PIC totai $293.7 in
1997-98 and $284.8 million in 1998-99. These amounts are. higher than the Governor’s budget
due. to- two: offsettmg factors.  First, the Governor’s. recommendation. maﬁvertmﬁy omitted
_ adxmmstmuve expendltures for medical assistance and food. stamps by W-2 agencies. Second,
as noted above, the amounts for subsidized employment have been reduced by estimated tribal
benefits for tnbes operatmc separai:e pubhc assistance pf@grams

: Employment Skzéis Advancemem Gmnts The Gavem@r S reccmendatm:z inchuded
funding for empioymem skills advancement grants begmmng Septe:mbar 1, 1997.. However,
under current law, this program is not authorized to begin. until six months after the starting date
-for W-2 (March 1,. 199’7} Thercfore:, fundmg for I997-98 as shown in Fable 2 reflects the later
start date... _ .
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- Child Support Payments. FEstimated:child support distributions have -been-modified to
reflect a revised estimate of child support: collections on behalf of W-2 recxpzents and t:hc
implementation of the child support-demonstration waiver. : - S

Expenditures for New Hope. Table 3 shows expenditures for the New Hope project that
differ from the Governor’s recommendation in SB 77, The amounts shown in Table 3 reflect
requirements of the child-support demonstration project as-discussed at the Committee’s May,
1997, 5.-13.10 meetmg The issue Gf fundmg for:the New Hepe ;:fmject 1s discussed in a: separate

-paper

-APPROPRIATIGK STRUCTURE

Cnrrent Law/(;ove-mor

_ 'I‘he Govemor s ;»:opg)sa} would mochfy the approprzatmn scheciuie related to publxc'
asszstance pmgrams as follews SRR e - o .

Publzc Ass:smnce Beneﬁts arzd Admmzsrmtzon The bﬁl would ehmmate the cun'cnt GPR

appropriations for: (a) income maintenance payments to individuals; (b) income. maintenance .-
- county adzmnzstratzon,
'Pupﬂs L

'c} empioyment and trammg programs and (d} sefvzces for }eamfare-: 0

These appropnatmns wouki be combmed mto a smgle anmzai GPR appmpmanon that‘
would include amounts for: (a) administration and benefits payments for:the: AFDC program,
related programs and all components of the W-2 program; (b) Children First; (c) the food stamp

‘employment- and - training  (FSET): program; (d) funeral expenses.for: participants in W-2

employment positions and public assistanice recipients; and (¢) AFDC-related child care.-The bill
would specify that moneys in this appropriation could be used to match any federal funds. The
Department would be: authorized to transfer funds between fiscal ‘years under this appropriation.

" The bill. would. specify that all funds allocated by the }Department biit not éncumbered by
 December 31 of each year. Eapse to-the. general fund on the next Ianuary 1 unless transferred to.

the next: ca}endar year by the Iomt Comm;ttee on Fmance

These GPR funds along w;th federal block grants would fund most cc:mponents ef the

‘W-2 program. As. descnbed below; separaﬁe state appropnanons wouid be provzded for child
‘care and ccrtam other: camponents of W’«Z S o b G 0

Child Care Approprzarzons The b111 wouié cansohdate GPR fundmg f{)r AFDC—related
child care and at-risk and-low-income child care into two annual appropriations:. (a) ‘@ separate

:W-2.child care appropridtion; and (b) the consohdated appropriation for W-2. administration and
‘benefits described: above. In addmen to these state: appmpnatmns federal child care and TANF

block grant:funds w&u}d be used for child care: assistance:” * Specific. alic)catxans of fundmg for
nondirect child care services wold be provided in the: statutes.: R Y
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. :Other State Appropriations. The bill would create a separate PR appropriation for job
access loan repayments and a separate GPR appropriation for employment skills advancement
grants. As under current law, emergency assistance would be funded through a separate GPR
appropnatlon along w1th federal revenues.

F edemi Approprzatmns Federal ﬁmdmg fm public assistance pmgra.ms wau}d be provided
.przmaniy from two appropriations. (one for-aids and one for operations) for federal block grant
funds, which include the federal TANF and child care block grants. ' In addition, the bill would
specify that the current federal appropriations for employment programs administration and-aids
be used only to carry out the FSET program. The bill would eliminate the provisions that federal
moneys in these appropriations be used for Learnfare, JOBS and the parental and family
responsibility pilot program. Federal funding for these other employment programs would be
provided from the TANF block grant appropriations.

Kinship Care. The bill would eliminate the separate GPR appropriation for kinship and
" foster care asséssments, and, instead, modify the federal block grant aids appropriation to include
all moneys transferred to and from the DHFS appropriations for-kinship care: -and foster’ care.
TANF block grant funds wouid be provaded to DHFS for kmshlp care assessments and payments
for kmshxp care.: . : : _ o

Income Augmentatzan Serwces The blH wmﬂd ‘create a mew fedarai appropnatmn for
income ‘augmentation services receipts. The administration indicates that DHFS has contracted
with a private consulting firm to examine programs such as AFDC to determine if additional
“federal funds might be: available to the state. T‘ms appropnation would mclude federal moneys
_recewed as a result ef this: contract. : G e e _

Welfare E raud Actzvmes The bill would clanfy that fund:mg fer fraud mvesugatxons be
'prowded from TANF block grant funds, in-addition to GPR; PR and other federal funds.-

Potentlai Modxficatlon to the Govemar 'S Proposai e

As noted the Govemor s recommendatmn would combme a mzmber of separate G?R
appropriations for public assistance into one consolidated appropriation which would fund most
of the state costs of ‘W-2 and other public assistance: programs. Federal funding wotild come
‘primarily from two appropriations for TANF ‘block- grants. Fables }-and 2 show: estimated
expenditures for various components of the AFDC and 'W-2:programs; however, these specific
expendsture items would not be 1dent1ﬁed in the starutes

There are two. advantaves to the: Govcmor s proposai Fxrst wzth the conversion from a
federal matching arrangement to the use of federal block grants; it is difficult to assign accurate
‘GPR/FED funding splits to individual expenditure itéms.: Second; the ' W-2 program represents
a significant departure from the AFDC program, which has been in existence for over 60 years.
As a result, actual expenditures for the new program'may differ from the-budget estimates. . The
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consolidated appropriation structure recommended by the Governor would give DWD flexibility
in allocating resources among the various components of the W-2 program.

A significant disadvantage of the Governor’s proposal is that the Legislature would have
less assurance that the Department is spcndmg the appmpmated funds accordmg to the budget
estimates. : :

One option that the Committee could consider would be to adopt the consolidated
appropriation structure recommended by the Governor, but specify in the statutes the maximum
amounts that could be expended from the state and federal appropriations for specific components
of the AFDC and W-2 programs. Further, the Department could be permitted to transfer up to
10% of the amount specified for each component of W-2 to another component. If the
Department wished to transfer additional funds, it would have to submit a request to the

Comumittee, which would be subgect to a 14-day passwe review: process smuiar to sectmn s.

16.515: requests

The spec:;ﬁc expendxtm‘e categones would generaliy be i‘he same’ as those autlmed in
TabIe 2. The:funding amounts would depend on other actions taken'by the Committee and the
full Legxslature The statutory ailocatxons of nondirect chlid care expendztures would not be

SUMMARY

As noted above, the existing appropriation structure and base funding amounts reflect the
current AFDC program, which will be replaced by W-2 in the Fall of 1997. Therefore, the base
level appropriations must be modified in order to support the W-2 program in the 1997-99
biennium. If the current appropriation structare is not adjusted, the Department would have
sufficient funding to implement W-2; but these funds would not be in the correct appropriations
and would not be accessible for certain’ components of W-2. As mentioned, current state law
requires DWD to implement the W-2 program statewide by October 1,.1997. Therefore, it is
necessary for the appropriation schedule to be converted to accommodate the new pregram przor
to that date. s :

The revised figures shown in Table 2 represent the most recent estimates by this office anci
the administration of the funding amounts that will be needed for the AFDC and W-2 programs.
in 1997-99 under the current statutory provisions, -The table does not include funding for new
initiatives proposed by the Governor in SB 77. These items and other potential modifications
to the W-2 program are addressed in separate pape:rs g
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ALTERNATIVES TO BASE
Base Fundmg for Public Ass;staace Programs .

_ In order to estabhsh a base fundmg level provuie $599. 3 ;mﬁmn in 1997 98 and $560.2
million in 1998-99 shown in Table 2 for W-2 related programs

E’abhc Assastance Apprepr:atmn Stmcture

1. Approve the appmpnation structure: reconnnended by the: Gowmor

2. Mochfy the Govemor s recommendai;on to spemfy e the statutes the maximum
amounts that could be expended. from the state and federal appropriations for specific components
of the AFDC and W-2 programs, as outlined in Table 2. The maximum expenditure amounts
would be based on the figures shown in Table 2 and any modifications adopted by the
‘Committee. Under this option the Department:would be authorized to transfer up.to 10% for the
amount spe:c;ﬁed for each component of W-2 to another componcm 1f the Departirient wished
to transfer additional funds, it would have to submit a request to. the Committee; which would
be subject to a 14-day passive review process similar to section s. 16.515 requests.

Prepaied by Joanne Sampsan
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Representative Gard

WORKFORCE DEVELOPMENT

Public Assistance Appropriation Structure

Motion:

Move to specify in the statutes the maximum amounts that could be expended from the
state and federal appropriations for specific components of the AFDC and W-2 programs, as
outlined in Table 2 of Paper #971. Specify that the maximum expenditure amounts would
generally be based on the figures shown in Table 2 and any modifications adopted by the
Committee, except that a single category of expendztures would be identified for amounts
allocated to W-2 agencies for office costs, the. kmg~term and refugee supplemcnt and subsidized
employment benefits. : g

Authorize the Department to transfer up to 10% of the amount specified in the statutes for
each component of W-2 to another component. Provide that, if the Department wished to
transfer more ‘than 10% of . the amount spemfied it W()llld ‘have’ to: submxt a request to the
“Committee, which would be subject to a l4-day’ passwe revzew pmcess similar to section's.
16.515 requests. -

Note:

Under SB 77, a number of separate GPR appropnatlons far puhixc asszstance would be
combined into.one consolidated appropriation which would fund most of the state costs of W-2
and other public assistanice programs. Federal funding wculd come pnmarzly from two
appropriations for TANF block grants.

Under this motion, the appropriation schedule recommended by the Governor would be
adopted. However, the statutes would specify the maximum amounts that could be expended
from the state and federal appropriations for specific components of the AFDC and W-2
programs. The Department would be permitted to transfer up to 10% of the amount specified
. for each component of W-2 to another component. If the Department wished to transfer
additional funds it would have to submit a request to the Committee, which would be subject to
a 14-day passive review process, similar to section s. 16.515 requests.

Motion #6051 %
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Paper #972 1997-99 Budget June 4, 1997

To: Joint Committee on Finance

- From: Bob Lang, Director = -
LEegislative Fiscal Bureau 7 |

ISSUE

Subsidized Employment Under w-z (Workforce Development -- Economxc Support
and Ch}ld Care) o _

{LFB Smmnary Page 675 #1 and Page 684, #3}

This paper addresses the issue of cash: assistance for participants in:community service
jobs (CSJs) and transitional placements under the Wisconsin Works (W-2) program created in
1995 Wisconsin ‘Act 289. . The first:sections of ‘the paper describe:the cash benefits.and work
requirements under-the current provisions for W-2 and the :Governor’s proposal in Senate Bill
77 to increase the"cash grants- for CSJs and transitional placements: This is followed by
information regarding a proposal to establish an optional wage-paymg CSJ placement for W-2
participants, including estimates of the cost of providing the state earned income tax credit
(EITC) and homestead credit to such participants. Finally; the issue of funchng amounts provided
to local W-2 agenmes for cash benefits is addressed :

CURRENT LAW
‘W-2 Work Programs .-

- Participants in. the W-2 program will be assigned to either unsubsidized employment or
one of three types of subsidized employment. Subsidized employment includes trial jobs, CSJs

and transitional placements. W-2 agencies must give priority to placement in unsubsidized
-employment first; followed:in order by trial jobs, €SJs and transitional placements. -
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“Trial jobs will provide work experience and-training to assist participants to move into
unsubsidized employment. The W-2 agency will pay a wage subsidy to an employer that
employs a participant in a trial job and agrees to make good faith efforts to retain the participant
as a permanent employee after the wage subsidy is terminated.

Individuals who cannot find unsubsidized employment or work in a trial job may be
eligible for a CST or transitional placement. A community service job provides work experience
and training to assist participants to move into unsubsidized employment or a trial job. A
transitional placement position would be available for individuals who are incapacitated, needed
in the home due to-the illness or incapacity of another member of the group or are otherwise
incapable of performing a trial job or CSJ.

Cash Benefits for CSJs and Transitional Placements

Under currént law, participants in CSJs will receive a monthly grant of ‘$555 and
transitional placéments will receive a monthly grant of $518; both of these grants will be paid
by the W-2 agency. For every hour that these participants miss required work or educational
activities without good cause, the grant will be reduced by $4.25. Good cause will be determined

__by the agency s financial and. employmmt plannﬁr in accordance wzth ul 5 promuigatad by the_
~ Department. In addition, participants in W-2 may ‘become mehgz‘cle if they fail three times to
participate in required activities without good cause, and may receive a monetary penalty if a
child in the: W-2 group fails to meet the Learnfare attendance requirements. 7 o

A participant who meets:-the nonfinancial and financial eligibility requirements-for a W-2
employment position-and:-who- is. a custodial parent of a child whois 12 weeks: old or-less may
receive amonthly grant-of: $555 The W-2 agency may not reqmre such mdxvzduais to partzcxpate
ina W-2: empioyment posmem S : i i . ‘

'_Work and Educatmn Reqmremems

The local W-2 agency may reqmre a CSJ parﬁczpam to work up to 39 heurs per week mn
the CSJ and to participate in educational and training activities for up to 10 hours per week for
a total of 40 hours per week. Transitional placements may be required to ‘engage in work
activities (including certain AODA, mental health, counseling and physical rehabilitation
activities) for up to 28 hours per week and to participate in specified ;education and training
activities for up to 12 hours per week, for a total of 40 hours per week. The education and
traming activities will-have 1obe: assxgned as. part of an employabzhty plan deveioped by the W-2
ageucy S R T _ e e g IR

W-2.agencies may also require individuals to participate in an initial two-week assessment
and motivational training program, including training on parenting skills, as part of the required
activities for participants in CSJs and transitional placements.
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Time Limits

A W-2"participant may participate in a CSJ for a maximum of six months, with an
} c)ppormmty for 4 three-month extension under circumstances approved by the Department. An
individual may participate in more than one CSJ; but generally may not exceed a total of 24
months of participation in all' CSJ placements. The 24-month time limit also applies to
transitional placements. Further, Act 289 establishes a 60-month time limit for participation in
all employment positions. The 24—month and éﬂnmonth hrmts may ‘be extended t:mder certain
'c;rcumstances S :

EITC and Homestead Tax Credit

It is not certain whether CSJ participants and transitional placements will be eligible for
the federal and state EITC under current law. The state EITC is’ “generally avaﬂahle to state
residents who claim the federal EITC. There is no specific provision ‘under current law to allow
or prohibit CSJ and transitional participants under W-2 from claiming the state EITC. If the
federal Internal Revenue Service (IRS) determines' that such individuals are eligible for the
federal EITC, they would also be eligible for the state credit. - Since the W-2 legislation was
mtrodaced in the Fall of 1995, it has been assumed for budcenng purposes that CSJ and
transztwn&l pammpants Would not be ehglbie fer the:sc credlts i .- :

State law provzdes that property taxes or rent under the homestead credit will be rediiced
by one-twelfth for each month or portion of a month that a claimant participated in a. CSI or
transitional placement. :

Funding

The current appropriation structure is based on the aid to families with dependent children
(AFDC) program rather than W-2. Therefore, there is no base funding level for W-2 cash grants.
The Department indicates that the W-2 agency coritracts’ will include net funding of $155.4
‘million in 1997-98 and$158.7 million ifi 1998-99 for subsidized employment These figures
include CSJ and transitional grants, as well as the subsidies paid to- employers for trial job
participants, and are net of sanctions and benefits paid under- separate tribal programs:  The net
contract amounts have been included as base fund.mg for subszdized employment in Paper #971

Based on current caseload prejectaons It is estimated that the cost of providing these
benefits will be $114.7 mﬂhcn in 1997-98 and $130 5 million in 1998-99: These: figures are
lower than the contract amounts by $40.7 millionin the first year and $28.2 million in the second
year. The issue of the appropriate amount of funding that should be provided to W-2 agencies
is addressed in a later section of this paper.
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GOVERNOR

 The Governor recommends increasing the monthly CSJ grant to $673 and increasing the
grant for transitional placements to.$628 per month. The  hourly sanction amount for

. noncompliance with work and education requirements would be increased to $5.15. In addition,
the grant for custodial parents of infants would.be increased to $6’?3_ per month.

. Under current law, the cash grants of $555.for CSJs and $518 for transitional placements
are equivalent to a wage of $4.25 per hour, if the 30-hour and 28-hour maximum weekly work
requirements are considered. This was the minimum wage that was in effect when Act 289 was
passed. Since that time, the federal hourly minimum wage has been increased to $4.75. On
September 1, 1997, (the anticipated statewide starting date for W-2), the minimum wage will

-increase to $5.15 per hour. . The. cash grants proposed by the Govemnor, would be equivalent to
an hourly wage of approximately $5.15, to dccount for.the higher minimum wage. Likewise, the
hourly sanction would be increased from $4.25 to $5:15. - o )

Table 1 shows the estimated disposable income for a single parent with two children

“under current law and the Governor’s. proposal. As indicated in the table, the. Governor’s
.. recommendation would :increase the disposable income of ' _Such-W_—Z participants by several
. hundred dollars per year. Because the higher grant amount would be counted as uncamed

" income, food stamp benefits would be reduced, which would partially offset the increased grant -
. amount. -

" TABLE1

Comparison of Annual Disposable Income
Cash Grants Under Current Law and SB 77
- Single Parent with Twe Children. . . ... ..

. Community Service Job . Transitional Placements
. Current Law  SB.77 Difference Current Law  SB 77  Difference

Cash Grént or Wége | _ $6,660 $8,076$1416 $6,216 _' $7536 $1,320
. Food Stamps. - 3205 2,588 -637 3398 . 2831  -567
Child Care Copayment -336 -336 0 -336 <336 0

 Disposable Income -~ $9,549 $10.328. $779 9278 . $10031  $753
Percent of Poverty - 71.6% . 11.5%  59% .  69.6%  753%  51%

Based on current caseload projections,- it is f:stimated that the cés_f of prowdmg benefits
to W-2 recipients under the cash grants proposed by the Governor would be $136.7 million in
1997-98 and $154.2 million in 1998-99. Compared to the caslr grants under current law, the
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" number of hours that an individual could wo

~Governor’s recommendation ‘would increase costs for W=2 cash assistance by $22.0 million in
1997-98 and $23.7 million in 1998-99. The: Governor’s recommendation: would not: provide
'mcreased fur;dmg to W-2 agenmes ¢ account far the higher beueﬁts ;

I PR.P()SAL T() CREATE A WAGE*PAYING CSJ PLACEMENT
:' Summary of ?mposal

Several legislators have expressed interest in a proposal to provide wage-paying jobs to
~CSJ participants. :Under this proposal, the system of paying cash grants. to' individuals in these
-employment positions would not be replaced: Rather, W-2 agencies would have the option to
: elther place CSJ partlmpants in Wage—paymg 30bs or pmvxde them Wlth a grant g
_ A parnczpam ina wage»paymg CSJ wouid be paxd minimim wage for avery hour worked

in required-activities under the CSJ employment position.. ¥ an individualin‘a wage-paying CSJ
failed to perform the required work activities, the individual would nof be paid.

In order to hmzt the cost of the proposal and provide time for Jjob search actzvmes the _
work in a wag&paym' -‘CS3 would b
‘under current law, a W-2 participant. céuld:pamﬂxpata in a wage-paying CSJ forup to six months,:
-with an opportunity for a three-month extension. 'An individual could paruclpate m-more than
-one CSJ, but generaliy could ‘not-exceed ‘a total of 24 months of participation “in-all CSJ
: placements The 24-month lnmt wsuid apply to the combmcd paﬁ;cmanon in heth gram-«paymg
“and” wage-paymg CSJS S : a e FE e T

The current work and education requzrements Wou}d continye: to. apply to- pammpants
~placed in- a grant-paying CSJ. Tndividuals in wage-paying - CSJs  would ‘not be required o
participate in additional educatmn and training activities, nor wculd educatxon and training be
included in aﬁowa}:de work activities unless prescr:bed by the employer as an integral part of the
: Work performeé ina CS¥. However, i addition to'the child care. assistance: provzcied for work
activities, chﬁd care assxstance weuld be provrded for the zndmdual to: engage i educatmnal or
}Ob sea.rch acnvm&s : i e be - sk el R

As under current: iaw the commurﬂty service: j()b wou}d be: hmlted to yro;eczs that the
'--Eepartment determines would serve a useful public purpose. “Individuals-would be placed with
existing private or public employers who would sét hours and sugervzse the W-2 participant: - The
participant would receive a paycheck from the employer. The participant would be considered
an’employe of the W-2: agency or of a person with whomni the W-2 agency contracts to provide
-empioyment to the mdmdua] Pamczpants weuld not: be elzgzbic fcsr overtime pay or pmd
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" Based on a letter dated March 27, 1997, from the Office of the:Chief Counsel of the IRS
and information regarding a similar program in Vermont, it appears that participants in wage-
paying community service jobs would be eligible for the federal EITC. -Further, if . the IRS
determines that CS] wages under this proposal are taxable earnings, both the employer and the
W-2 participant would be required to pay federal payroll taxes. Under the proposal, instead of
paying a grant to the participant, the state' would reimburse the employer for wages. paid to the
participant and for the employer’s share of federal payroll taxes. The participant would be
required to pay his or her share of federal payroll taxes, along with federal and state income
taxes.

As noted- above, under the W-2 program, individuals may-be eligible for a transitional
placement employment position if they are incapacitated, needed in the -home .due  to: the
incapacity of another member of the W-2 group, or are otherwise incapable of performing a CSJ
or trial job. Because these employment positions are for individuals who have significant barriers
‘to 'work and required. activities may include counseling and rehabilitation services, individuals
~int transitional piacements would not be ehgzble for a- wage~paym¢ job under tius pmposal

Fiscal Effect

L The fiscal effect c:f thzs pmposai would: depend upon severa}; factﬁrs {(a) the number of
[‘-CS} partic:lpants ‘who weuld be placed into wage-paying slots instead of grant-paying slots; ()
‘the number of hours that participants -would be allowed to-work in a wage-paying CSJ; and (c)
“the participants” eligibility for the state EITC and homestead credit.- The: participation rate would
- depend-upon how the program is structured and 1mpiemented and is difficult to estimate.  .For
purposes of the estimates provided below, it is assumed that 50% of all CSJ participants would
be placed in wage-paying slots during the 1997-99 biennium. The other two factors (limits on
-work hours and eligibility- for EITC and homestead) would be established.in state law as part of
the. proposal. - These-factors ‘would-also influence the. arnount of dxsposable mcome -that a
-.-=-pa:t101pant wouid receive under this propcasai e e U

The foilawmg secﬁons outime four altematwe stmcmres that couid be conszdered for thls
pmposal and their estimated: fiscal effects. Two of these-options assume that the. current. grant
amounts would be retained for transitional placements and grant-paying CSJs. The other two
alternatives assume that the higher grants recommended by the Governor would be adopted. The
fiscal estimates shown below are compared to the estimated actual costs of providing the current
- grant amounts ($114.7 million in 1997-98 and $130 5. mﬂhon in 1998-—99} rather than the benefit
~.allocation: mcluded inithe agency contracts. S . PR

Optxon 1: BG-Htmr Work Requzrement' Current Grant Amotmts (}ne optzon would
_-he o aﬂew W-2 agencies to place individuals into wage-paying CSJs for up to 30 hours per week
for the entire year. This is similar to the work requirement for grant-paying CSJs under current
law. Table 2 shows the estimated fiscal effect of this alternative compared to current law. These
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figures assume that the current grant amounts. for other CSJ partacapants ‘and transﬁzonai
placements would be maintained. S S : _ SR

TABLE 2

Fiscal Effect of Option 1
..-30-Hour Work Requirement; Current Grant-Amounts

- (Millions)
1997-98 1998-99
Total Cost of Option 1 (excluding EITC and Homestead) $127.8- : $141.2
Subsidized Employme;pt Under Current Law ... i 1147 : 130.5
Additional Cost.(excluding EITC and Homestead) -~ - - -$13.1 -~ $10.7
EITC o $3.2 $2.7
Homestead . 53 e 43

0. -Asshownin Table 2, this. opuon is esamated to exceed the cost of-the: cursent provisions -

'_by $13.1 million in 1997-98 and $10.7 million in 1998-99; if the state EITC and. homestead

. credits are not. pmvnied Including the EITC and homestead credits would increase costs by an
additional $8.5 million:in the first year and. $7.0' million in the second year. SRS

... - Compared to.the higher grants: proposed:- by the Geovernor, this option would cost less.
. Costs. would be $8.9 million lower in '1997-98 and $13.0 lower it 1998-99 if the EITC and
_homestead were not inclided; and $0.4 million IOWBI‘ in 1997 98 and $6.0 rmlhon lower 318 1998-
.99 if these credzts were: provzded g i : R

- The attachment ‘shows the estzmated dzsposable income for a smgie parent wu:h two
_children under current law, the mcreased CSJ grants proposed by the Governor; this option. and
the other options for a wage»paymg CSJ described below. As mdicated in the table; under this
option, CSJ participants would have additional disposable income compared to current law and
_.compared to the Governor’s recommendation, -even if the state EITC and homestead are not
_provided. This occurs because it is assumed that these: recipients would be eligible for the federal
-EITC.. Disposable income. would. be even hxgher if participants were :allowed to claim the two
state credzts - The impact on famxhes with one child would be less becausé the EITC would be
Iower If the state EITC were provided, the impact on larger families' would be greater, because
a ngmficantly ‘higher state credit-is provided to families:with three or more chﬂdpen

Option 2: 30- Hour Work Requirement; Increased Grant Amounts Tl’HS alternative
.1s the same as Optxon 1 except that thc monthly beneﬁts for: grant-paymg CSJs and trans;tzonal

: Warkfo:ca_--___})eve[opment «= Economic Support and Child Care (Paper #972) “Page 7




.placements would be increased as recommended by the Govemor. Table 3 shows the estxmated
fiscal effect of this alternative compared to current law. K : ' -

TABLE 3

* Fiscal Effect of Option 2
- 30-Hour Work Requirement; Increased Grant Amounts

- (Millions)
1997-98 1998-99
Total Cost of Option 2.(excluding EfTC and Homestead) $1404 $157.3
Subsidized Employment Under Current Law Do o 134T 130.5
Additional Cost (excluding EITC and Homestead) * 8257 e 8268
EITC By $3.2 $2.7
Homestead 5.3 43

- As Table 3 indicates; this: option is: esumated to exceed the cost. of the current provxsions -

by $25 7 million in 1997-98 ‘and $26.8 million in 1998-99, if the state EITC and homestead
-credits are not provided. Including the EITC and homestead ¢redits would i mcrease costs by an
additional $8.5 million in. the first-year and: $7.0 million in the second ‘year: FLA

Compared to-the cost-of the higher grants proposed:by: the Governor; this option would
_ increase costs by $3.7 million in 1997-98 and $3.1 million in-1998-99 if the EITC and homestead
~were. .not- included. If these credits were provided; total ¢osts for wages, FICA, EITC and
homestead would be $12.2 million in 1997-98 and $10.1 million in 1998-99 hxgher than the cost
of prov;dmg the cash grams proposed by thc Governor '

s The dzspasabie income amcmnts for: fa.mihcs m the wage-paymg CSIS would be the same
.astheﬁguresfor()ptmnl - : S . FED B e

_ Optlon 3' Ccst-Neutral Compared to: Current Law. The ‘annual hours of work’ that

: _.would be allowed for: wage-paying  €SJs could be reduced’ so that the cost of reimbm_lpg
-employers for the participant’s - wages and the employer’s share of payroll taxes'is approximately
equal to the cost of providing the current $555 monthly grant. This could be accomplished by

_decreasing the number of weekly work hours; the number of weeks that a participant can work
in a wage-paying CSJ during the year; or both of these factors so that the total number of hours
pcr year does not exceed 1 200

_ Om: ophon would be; to spemfy Ehat a part;c:pant could work in a wage-paying CSJ for
up to 30 hours per week for the entire year, with an additional restriction that the total number
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‘of work hours for-a*year could not exceed 1,200. This would allow the W-2 agency and
- participant flexibilityin designing work schedules. Forexample, the participant could be allowed
- to participate for 30°hours per week for 40 weeks per year: 24 hours per week for 50 weeks per
year; or any other combination such that the total number of hours per year does not exceed
-1,200. The current beneﬁt amgmaz:s for grant~paymg CSJS and transxtmnal p}acements wc}uld be
reta.lned : : : . S ; . o : S o

As noted, thf: cost of this proposal would be: approxzmataiy eqnai to zhc cost'of provxdmg
the current $555 CST grant, if reimbursements to the employer for wages and payroll taxes are
* considered. If the EITC and homestead credit were also provided; the:cost would increase by
$7:8 million in1997-98 ($2.5 million for the EITC and $5.3 million for homestead) and -$6.4
million in }99‘8-99 ($2 1 n:u}hon for the ETTC and $4. 3 mﬁlmn for: homestead) '

Compared to the cash grants. propescd by the Gmremor thls opuon would cost: less
$22.0 million in the first year and $23.7 million in the secend year; if the EITC and homestead
are not considered. If these credits were prov;éed the savmgs would faﬂ to $14 2 zmihon in
1997-98 and $1’73 mﬂhon i 1998 99. S B R

The ﬁnanmai unpact on a smgle pa:ent W1th two- chﬂdren under thls epuon is shown in

' Opti'on 4: Cost-Neutral Compared to Governor’s Proposal. - The proposal could be
structured so that the cost of reimbursing emplovers for the participant’s wages and' the
employer’s share of payroll taxes is approximately equal to the cost of providing the $673 grant
“ recommended by ‘the Governor. Under this option, the number of* hours of work per year could
*‘not exceed 1,450. For exaniple; the W-2 agency and participant:could establish 4 work schedule

‘of 28 hours ‘per week for 50 weeks per year. Under this altérnative, the higher grants
- recommenécd by the: Govemor f’or other CSJ pamczpants and transmona} placements would be

' “Thecost of empioyer rmmbnrsements for wages and payroll taxes under this: opﬁon would
exceed the: cost of pmvxdmg the current $555 CST grant by $22 0 million in 1997-98 and $23.7
million in 1998-99. "If the EITC and’ homestead credit were also ‘provided; the' cost would
increase by an additional $8.3 million in' 1997-98 ($3.0 million for the EITC and $5.3 million
for homestead) and $6 8 mﬁhon in 1998~99 ($2 5 mz}kon for the EITC and $4 3 million for
"homestaad) : : RS

- Asmentioned, this alternative would be cost-neutral compared to'the Governor's proposal,
if the EITC and homestead are not considered. If these credits were provided; there would be
increased costs of $8.3 million in 1997-98 and $6.8 million in 1998-99.

The difference in disposable income for a single parent with two children under this
option is shown in the attachment.
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Other Options. A number of other options could be considered by the Committee
.regardmg this proposal.. For.example, the proposal could be. structured. so that. the cost. of
providing the wage-paying. €SI component along with state. EI'I'C and/or the homestead credit
would be approximately equal to the cost of providing. the current $555 cash.grant.. If only the
EITC were provided, the maximum work hours would have.to-be set.at 1, 135 pervear. In order
to also provide the homestead tax credit, the work limit would need to be reduced further so-that
the total number of hours does not exceed 1,000 per year. The current benefits for grant-paying
CSJs and transitional placements would not be modified.- ik :

i Smu}aﬁy, the pmposai could bes structured SO that the ccst of prowdmg wawe«paymg CSJ $
and the state credits would be: approximately equal- to.the cost of providing the $673: grant
recommended by the Governor. . If only the state EITC were provided; the-annual limit on the
hours worked in the CSJ would be set at 1,375. If the homestcad credit was also provided, the
work limit would need to be reduced to 1,240 per year.: - Benefits for grant-paymg CSIS and
trans;tzona.l piacements weuid be mcreased as- pmpcsed by tha Gevem@r

Assumptmns‘ As noted the ﬁscal est:mates prov;dcd above assumed that 50% of CS}
participants would be placed into the wage-paying slots. This assumption should be considered
- speculative...-Because wage«»paymg CSls would be funded with federal TANE dollars, it was
_ __-assumed %hat parucxpants would be ehglble far medzcal asszstance Under current law, the state
" must provide ‘payment ‘of workers compensation premiums for- “W-2 ‘participants 'in €SJs.
. Therefore, it is assumed that there would be no additional: costs te_ the state or to employers under

. the wage-paymg CSJ propasal for workers cempensatmn fonger e -

_ 3 Federal law grovxdes an: exe:mptmn fmm nnempl@yment msurance (UI) cc)verage for work

relief or work training programs However, it-is unclear if participants in the 'W-2 wage-paying
. CSJs would qnahfy for this exemption. In order to-be exempt from unemployment compensation
‘under the work: rehef or work training provision, a program:must take into.account the economic
status of the apphcant Fux’sher, activities performed must pnman}y benefit community.or
participant needs, ;mci servzces must not otherwise be normally p;:owded by other employes.
However, a. pmgram may’ ot qualtzfy for the. exemptmn if it offers: wages,: hours and conditions

. of work of a sta.ndard cemparable to those prevaalmg in the Iocahty for similar work. Inaddition,

- the exemption does not apply to. the private sector.. The options ¢ outlined above assumed that the
employer would be re&pensxble for Ul, if such: covezage 1§ requxred

As outlmed below estabhshment of wagc»paymg CSJS cou}d result in bahavxoral changes
on the part of participants and employers. However, because it is not possible to accurately
predict the direction and: magmtude of. such changes, the estimates. have not been adjusted to
- -account for these factors o P :
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POLICY CONSIDERATIONS

The following sections outline a number of policy arguments and other considerations
regarding the current CSJ structure and the proposal to create a wage-paying-option.

Effective Wage Rate, i’arncxpants with Part-Tima Emple}yment

.The current CS§ structure can result in beneﬁts s:hat are in excess ef minimum wage. This
could occur if an individual is assigned to fewer than 30 hours of work per week. Under current
law-and the Governor’s proposal, the monthly grant may not be prorated t6 account for a reduced
work assignment. Therefore, a CSJ participant who is-assigned to 20 hours of work ‘per week
would be paid the equivalent of $6.40 per hour under current law and $7.76 per hour under the
Governor’s proposal. This could provide an incentive for CSI partmipants to remain in the W-2
program longe,r than. they atherwxse would. STl : :

- - This conszderauon is parucularly 1mportant for CSJ partxmpants who aiso have part-time
‘unsubsidized jobs.In these cases, the W-2 agency eould be faced with a difficult choice. If the
agency requires 30 hours of work per week in the CSI; it could jeopardize the participant’s
ability to maintain the unsubsidized job. If fewer hours are required for the CSJ, the equivalent

- . wage could increase to:the point where the CSI is more attractive than additional unsubszdzzed e B

“work. Both of these outcomes would be contrary to the mtent of the 'W-2 program '

Tt is-argued that: !:he' Wageﬂpaymg '-ap;mach“-. wou‘ld__address*j*--ﬁns situation: because a
participant would enly be paid for'each hour ‘0f satisfactory work: - Therefore, CSJ wages could
not exceed: minimum wage. -However, the issue of participants who have part-time-jobs ‘could
also be addressed by miodifying the current statutes to allow-W-2 agencies to provide a prorated
grant amount-if an individual-is assigned to fewer than.30 hours of work: per week because the
participant also-has an unsubszdzzed }ob If the: Comz:mttee elects to contmue the grant approach
1tmayw1sh£0makeﬂnsmod1ficauon R LI T s

Use of Wa‘g_eﬂ?aying CSJs for Job-Ready Individuals

- Under Act 289, ' W-2 agencies must provide community service jobs for individuals who

are unable to obtain employment, as determined by the agency. A participant may be unable to

~obtain a job because the personlacks the necessary basic:skills: and work habits for employiment

‘or because sufficient unsubsidized jobs are notavailable in the area where the participant resides.

-It has been suggested that wage-paying €S} placements would be' preferable to grant-paying slots

for individuals who are "job-ready" but are unable to find employment. ‘Tt is argued that a wage-
paylng CSJ wouid be more smulax to an unsubsxdxzed Job than a grant~paymg CSJ

The counter argument is that the: state has a very low: unemployment rate and that jobs

are plentiful in the current economy.  Therefore, individuals who are job-ready should be able to
find unsubsidized employment, “especially- since W-2:agencies will be allowed to provide
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transportation assistance to participants. However, it is likely that, over time, the state will
expemence hxgher unempioyment rates.

| Financial Benefits fcr Part;clpants

As noted above, participants in a wage-paying €SJ would benefit financially because they
would likely be eligible for the federal EITC. Additional financial benefits would be provided
-if- CSJ participants. were allowed to claim the state EITC and bomestead credit. As-a result, the

well-being . of these families: would be ephanced while they are parti¢ipating in the CSJ. It can
also be argued that the infusion of federal revenues from the EITC wouid provide an économic
-benefit to the communitiés:in. which partm;pants reside. . o :

On- the -other ;-hand;-thc. current grant stmcmre--prcvides a significant financial incentive
for participants to seek unsubsidized jobs. It is argued-that making CSJ placements more
attractive ﬁnanczaliy would decrease the incentive for partmlpants to move off of the W.2
- program and into unsubsidized jobs. ‘Also, some of the options: outlined above for wage-paying
CSJ placemeuts would have significantly reduced work rcqmrements compared to current law.
- This could also make pamczpatmn in W-2 more attractwe =

o Behav:oral Impact

It has been suggested that treating mdwadaa]s 11ke wage earners who receive a paycheck
-and pay taxes may lessen: the psychological barrier to obtaining a private sector job. However,
-as mentioned, a wage-paying CSJ may not provide €nough-of 4 distinction between ‘W-2 and
private'sector jobs, thus decreasing the incentive to move into the private sector. It should also
be noted that the time limits for ‘participation in-W-2 employment positions would apply under
- both the. grant-paying and wage-paying approaches. - Inaddition, W-2: agencies -will- have a
financial incentive to- move participants.into unsubsidized emplaymem These: prowsgons aiso
establish an incentive for W-2 participants to seek unsubszdxzed empleyment : SR

Impact on ’{'rial Jo!_)s.:

. In addition to- CSJs and transitional placements, the W-2 program.includes a trial job
component which will provide a subsidy of up to $300 per month for:employers' who: hire and
~train W-2 participants. - Trial-job employers will be required to-pay at least minimum wage to
participants and will be responsible for providing worker’s compensation coverage and paying
.the employer’s share of payroll taxes. The budget estimates assume that 10% of W-2 ;Jartzmpants
will be placed into trial ;obs : : : R RS o

It can be argued that creation of a wage«-paymg CSJ p};acement Would lead to decreased
participation in the trial job-component-of the:W-2 program; because wage-paying CSJs would
- be significantly more attractive to employers. Asnoted, under the wage-paying CSJ, an employer
would be reimbursed for 100% of the employe’s wages (8618 per month assuming 30 hours per
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- week) and for the employer’s share of payroll taxes (an additional $47 per month). The state
‘would also pay for the participant’s workers compensation -coverage. From the employer’s
_perspective, this package of benefits would be preferable to the $300 wage subsidy provided for
- trial job-participants. 'Therefore, it is possible that employers. would elect to part;czpate in this
component rather than in the-trial job component. # S

This factor could increase the costs of the wage-paying: CSJ proposal, because it would
be significantly more expensive for the state to place an individual in a wage-paying CSJ than
in a trial job. For example, if 25% of the participants who are currently assumed to be placed
mto trial jobs were instead placed into wage-paying CSJs, program costs would increase by an
estimated $5.3 million in 1997-98 and $8.6 million in 1998-99 compared to the estimates outlined
in the previous sections.

Impiemehtatitm-- i

- The W-2 program is.currently scheduled to be implemented September 1, 1997, It can
be-argued that modifying the structure-of the program by adding a wage-paying CSJ employment
position could create-added difficulties in finalizing contracts with W-2 age:nmes and preparing
for the 1mpiementat10n of the- program. - :

Federai Falr Labor Standards Act

On May 16 1997 the: executive--branch: of the federal govemment ann@unced a
prchmmary decision: that the Fair Labor Standards Act and its minimum wage requirements
would apply to welfare recipients in public service jobs. The federal Department.of Labor has
released guidelines relating to this decision. The guidelines indicate that it may be possible to
include’"a: family’s. food stamp ‘allotment in determining if benefits for the family exceed
minimum wage. In addition, W-2 recipients may become eligible for the federal EITC and the
‘state could be required to pay the employer’s share of payroll taxes for these individuals. It is
ajso possible that: recipients would be eligible for unemployment ‘compensation.: However; the
guidelines mchcate that these issues would be resoived ona case—by«.»case basxs :

Should the federal government require the minimum wage to be pazd to welfare rempxents
establishing an option for wage-paying community service jobs would provide more assurance
that the state is in compliance with federal provisions. With the current $555 cash grant and
work requirement of 30 hours per week, the equivalent hourly ‘wage is less than the $5.15
minimurm wage that will take effect on September 1. -With the cash grant of $673 proposed by
the Governor, the equivalent hourly wage would be slightly above minimum. However, CST
participants may be sanctioned if they fail to meet assigned hours of education and training as
well as the 30-hour work requirement. Therefore, if an individual met the 30-hour work
requirement, but was sanctioned for failing to participate in education and training, the equivalent
hourly wage would be reduced below the $5.15 minimum wage. This could potentially be
problematic under a federal requirement to provide the minimum wage for every hour worked.
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- At this time, it is° difficult to determine if a federal requirement to pay rhinimum wage
is a serious:concern for Wisconsin: As noted, the federal government has indicated that the
-impact of such a requirement may need to be determined on ‘'z case<by-case basis and according
to the facts of a particular situation. ‘It is also possible that this issue will be  addressed through
federal legislation to eliminate the minimum wage requirement for welfare recipients.-

- Caleulation of the State EITC

o Under cuzrent iaw calcuiatzon ef the state EITC 1s stra;ghtfo;rward the cfazmant simply
- .multiplies the federal credit-by the appropriate state: percent&ge (4% for one chxld 14% for two
children or-43% for three or more children). SERERER :

As noted, the wage-paying CSJ proposal could be structured so that wages paid for the
C8J would not count as earnings for the state ETTC. If the IRS determines that these wages may
be included for purposes of the federal EITC, W-2 partzcxpants who'have earnings frora both
. unsubsidized employmerit and a CSJ would have to:calculate their: state EITC separately using
only ‘the -unsubsidized wages, rather than calculating the credit as a _p_erccntage of the federal
_credit. A separate schedule on the state income tax form would be needed: for this calculation.
Claimants who do not receive income from CSJs wouid contmue to calcu}ate the state EIT C as
a percentage of i:he fede:ral credn: ' : : R T . o

Because cf the structure of the EITC, this provision could result in a state credit that is
higher:or lower than the amount of credit that would be allowed if both the 'W-2 wages and
unsubsidized earnings were counted, depending-on the individual’s overall level of income.

: W-Z AGENCY CONTRACT AMOUNI‘S FUNDING F (}R W»Z CASH BENEFITS

The prcv;ous ‘sections of this paper addxessed the structure of CSJ piacements anei the
~amount of cash benefits that should be prov;ded for CSI paracxpants ami transitional placements
under W-2. A related issue is whether the- proposed W«E agency contract amounts- shouid be
ad_}usted if mgher cash grants are adopted ' : S :

Expected W~2 Agency Contract: Amounts

Accordmg to DWB the follc}wmg a:mounts (m mﬁhons) WIII be: mciuded in the W-E
-agency canzracts, ‘which are scheduled to be prowcied to the: W—Z ageﬁcms by Iune 36 199‘?
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-1997-98 1 1998-99 -

- .Cash Benefits and Trial Job Subsidies* - §1554 $158.7
- W-2 Office Costs and Ancillary Benefits . - o104 1183
- Refugee and Leng-Tenn Case Supplement e U820 098
Cantzrzgency Fund.. . . P SRt 250 B G(}
Towl . .. . S -$292 7 '$283 8

*These ﬁgures are net of sancncms anci amounts. pmd under separate tribal programs -DWD indicates that the
' amounts that will appear in the contracts will total $160.6 million statewide in the first year and $164.9 million
in the second ycar The ingher amounts in the contracts include sanctions and tribal benefits.. However, the

amounts for sanctions and tribal benefits ($5.2 million in 1997-98 and $6.2 million in 1998-99) will not be

made avm}abie to the agcncles ‘

As’ shown abt)ve the riet contract amourits for W-2 agenc;es wﬂi prowde $292 7 million

in 1997-98 and $283:8 million in 1998-99 for cash beneﬁts and’ trzal Jﬁb subsidies, W-2 office

“costs and ancxﬁary benefzts a special supplement for cmmtles that have a Eugh mzmber of Tong-

- termr and refugee cases and a contmgency fund nf 325 G mz 'Imn ;! he.: cont:ngency fund will be

_ : “case of an economic downturn. Fundmg_

" for subsidized’ employment and office costs do not include funds ‘for tribal agenczes that are
expected to conduct a separate program as permitted under thc federal TANF provisions.

In August, 1996, ‘the Department issued a request for propesals (RF'P) for potent;al W-2
“agencies. The RFP contained maximum amotnts for W-2 ofﬁce costs and, benefits that would
‘be provided to e4ch agency by county. The contract amounts shOWn above are the same amounts
‘as were in the RFP; except for the treatment of sanctions’ and tnbal benefits. These armounts
“were based” en an egtzmated startmg caseload of 48, 800 in September 1997 Beneﬁt amounts
- were based on the cmrent cash grants of $555 for CS} pamczpants and SSIS for transztzonai
placements. - s

Accordmg to the Department agcncms will have access to aIl of thelr allocation. To the
extent that the agency has excess’ savmgs from benefits, those amounts would be ava.llable to be
“used for allowable administrative costs. _The Department antzczpates that in })ecember of 1998
“and 1999, a calculation of any unused benefit and office costs will be’ made a.nd any unexpended
“balance will ‘be dlvlded between the agency, the state and mvested in the commumty by the
agency. The W-2 agency would be authorized 1o retain savings up o 7% of the contract amount.
Any additional savings above 7% would be shared as follows: (a) 10% of the excess would be
available for unrestricted use by the W-2 agency: (b) 45% would bé retained by the state to
reduce state costs; and (c) 45% would be retamed by the agency for mvestment in the
commumty under a pian apprcved by DWD
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Funding for Higher Grant Amounts

The Governor’s proposal would provide no additional funding to W-2 agénciesto account
for the payment of higher grants to participants. According to the administration, although the
W-2 agencies would be required to provide higher benefits to CSJ and transitional placements,
agencies also will'be serving a lower caseload than previously anticipated.  As noted, the RFP
was based on an estimated starting caseload of 48,800. In March, 1997, the curmrent AFDC
caseload was 41,898;-including approximately 10,800 cases involving individuals who will not
be eligible for W-2 employment positions (non-legally responsible relatives, individuals who are
on AFDC for the sole teason. that they are pregnant, and children whose parents receive SSI).
Assuming further declines in the caséload in the next several months, the 's’t&ftiﬁg_ caseload for
- 'W-2 is currently projected at 29,200, a reduction of 40% from the caseload estimated in the RFP.

Furthermore; it is estimated that, on a statewide basis, the contract amounts would be
sufficient to cover the higher grants. As noted, based on current caseload projections, cash
benefits under W—Z are estimated at $136.7 million in 1997-98 and $154.2 million in 1998-99
with the hxgher grants rccommended by the Governor. These estxmates are lower: than the net
- contract ameunts for subszéxzed empioyment by $18.7 million in the. first-year and $4.5 million

in the sacond year, Therefore it appears. that sufficzeni fundmg will be provided to W-2
_ _agencxes, even: with the tngher grant amounts. If the current grants Were retained, the contract :
‘amounts would-’be'hlgher than esnmated benefit costs by $4€) 7 mzihon in thc first year and $28.2
million in the second year e :

. From the perspective. of the W-2 agencies, however, it could be argued. that caseload
declines were anum;)ated when. the bids for agency contracts were submitted to DWD, and.that
 the lower caseioads were factored into the agencies’ bids. If ‘agencies structured their bids based
on the assumptmn that caseloads would continue to fall, increasing the grant amounts. after the
contract bids were recezved could be viewed as inappropriate. Therefore, it.could be argued that,
if the grant amounts are mcreased (with or without the wage-paying. CS1] option), then additional
funding should be pmvzded to agencies to cover the additional expenses.

_ If the Comntuttee chose to provide the full addmona} cost: of the higher grants

recenunended by the Governer addmonai fundmg of $22. O mﬁhon i }997~98 and $23.7 million
in 1998-99 wouki be needed If Opnon 2 regarding the wage-paying CSJ proposal were also
' adopted additional funds of $3 7 mﬂhon in 1997-98 and $3.1 mx}hon in 1998-99 would: be
‘needed. If addztwnal fundmg is prowded the. Committee could direct the Department to ensure
that fundmg for the :ncreased: Orrmz‘is. is allocated to W-2 agenczes accordmg to need:

Reserve fo'r Miiinzaukée Coimty
'As noted abave it appears that statemde, ;hera is. sufﬁcmnt funémg in the current

anticipated contract amounts for W-2 agencies to fund the proposed increase in benefits.
However, because the caseload decline in Milwaukee County has been lower than for other
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counties, it‘is estimated that the amount that will ‘be allocated to Milwaukee County for cash
benefits will not be sufficient to cover the costs of the higher grant amounts. Specifically, it is
estimated that Milwaukee County providers would incur costs of $8.9 million in 1997-98 and
$19.8 million in 1998-99 above the contract amounts if the CSJ and transitional grants were
increased as propased by the Govem()r Lo b

In aletter to the Joint Committee on Finance, the administration has proposed the creation
of a reserve fund of $11 million in 1997-98 and $10 million in 1998-99 for Milwaukee County
to help offset'the costs of the increased grants proposed by the Governor. The administration’s
proposed reserve fund is $7.7 million lower in the biennium than the estimated cost to Milwaukee
County agencies of providing higher grants. However, the administration has indicated that
Milwaukee County would be allocated 78% of the supplement for long-term and refugee cases,
and would also be allocated approximately 40% of the contingency-fund. In addition, based on
assumptions of a lower caseload, office costs should decline. This could provide another source
of funding to offset the costs of providing increased grants. Finally, the administration indicates
that providing $21 zm}hon in the biennium would create an incentive to the W-2 agencies to
further reduce caseloads. ’I‘he reserve fund could be increased if Option 2 regarding wage paying
CSJ placements is adopted.

The contract. amounts would be sufficient to-fund the costs: of provxding the current grants
in Milwaukee County’ Therefore, if the Commzttee does not’ approve the mcreased grants
proposed by the Govem()r, the Milwaukee County reserve fund would not be needed.

Use of Amounts Remme'é ‘to DWD

As discussed above, if ' W-2 agencies have excess funds at the end of the calendar year,
some of those proceeds may be retained by DWD. Because these savings may or may not be
realized, they have not been included as revenue for the W-2 program. The Committee may wish
to modify the statutes to specify that the Department could not expend such funds, and would
be required to add them to the balance of unexpended TANF revenues that would be carried
forward to the next fiscal’ year '

ALTERNATIVES TO BASE

The following are alternatives regarding cash assistance for CSJ and transitional
placements, including an opnonal wage-paying CSJ placement. The fundmg amounts for cash
assistance paid under the W-2.program are shown as ALL FUNDS; these costs would be funded
with a combination of federal TANF revenues-and state GPR. As under current law, the options
to provide the state EITC and homestead cred;t to W-2 participants would be funded entirely with
state GPR and would be paid from the exzstmg sum sufficient appropriations for these programs.
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Cash Benefits for CSJs and T ransmonal Piaeements' Agency Fundmg

Altemat}ve L.
Adopt the Governor’s recommendation to increase benefits to $673 for CSIs, $628 for
transitional placements, and $673 for custodial parents of infants and &dﬂpt one of the foilowing

-options xegarcimcr sz agem:y funding:

_? Eo not. provzde: mcreased fundmg over the contract ameunts to W Z agencies to
reflect the mcreascd grants, SRR : :

;.

b. - vazde $11 rmlhen in 1997-98 and $1€} mxilmn in 1998-99 to create a reserve
fund in m1waukee Coumy

' Attematwe b ' ALL FUNDS | _
% 1997-»99 FBNDING (Change to Base} _ 521 ODO 000 -
' " [Change to Bi ©  §21,000,0007 -

Prowde $22',_.: '

mﬁhon i 1997~98 and $23 7 zmﬁlon m 1998»99 to 1ncrease fundmg
~amounts fm' ali W-Q agem:les to cover the costs of the h;gher grams e

| Alternative ic e ALLFUNDS
1997-89 FUNDING {Change to Base) $45,700,000
- [Change to Bl - $45,700,000]. |
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