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February 14, 2014

The Honorable Bruce Caswell, Chair

Senate Appropriations Subcommittee on DHS
Michigan State Senate

720 Farnum Building

Lansing, Michigan 48933

The Honorable Peter MacGregor, Chair
House Appropriations Subcommittee on DHS
Michigan House of Representatives

N1092 House Office Building

Lansing, Michigan 48933

Dear Senator Caswell and Representative MacGregor:

Section 274 (2) of 2013 Public Act No. 59, Article X, requires the Department of Human
Services (DHS) to prepare an annual report on its efforts to identify additional Temporary
Assistance for Needy Families {TANF) maintenance of effort (MOE) opportunities from
private sources, local units of government, and other state agencies.

In fiscal year 2013, there was a significant loss in TANF MOE-countable spending at the
state level when the State Earned Income Tax Credit dropped from 20% of the Federal
EITC to 6% of the federal EITC (a loss of ~ $190 million in MOE countable spending).
Despite this significant drop in TANF MOE eligible spending, DHS, with support from the
State Budget Office, decided to proceed with an effort to identify additional state MOE to
qualify for a $67.8 TANF Contingency Fund grant. DHS contracted with Public Consulting
Group (PCG) on a contingency fee basis to assist the state in maximizing its MOE
opportunities. PCG employed a number of strategies in this effort, including expanded
exploration of spending at state agencies and third party service providers throughout the
state. ‘ '

Between April and September 2013, PCG (often accompanied by DHS staff) met in-
person or by Web-Ex and collected information on 130 organizations throughout the state.
These organizations included state and local government agencies, foundations
(statewide, national or community), associations, educational institutions, law/legal aid
organizations, faith-based organizations, food banks, United Way organizations, and other
non-profit organizations.
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Despite this effort, DHS was unable to establish sufficient MOE claims to draw down the
additional $67.8 million in TANF contingency funds. However, we did identify enough
qualifying expenditures to avoid a TANF MOE penalty and corresponding reduction in the
TANF block grant. Several of the new qualifying expenditures came from new partners
(see attached chart). Barriers to establishing additional successful MOE claims for FY
2013 included: third party organizations didn’t collect detailed data to substantiate TANF
claim; very low dollar amounts, making the project administratively burdensome; audit
vulnerable due to lack of documentation; organization reluctant to participate or provide
data (e.g., confidentiality or legal concerns); programs do not meet a TANF goal or are not
compatible with TANF regulations; umbrella organization (no direct services) or risk of
double-counting at grantor and grantee levels; expenditures already used as match for a
federal source; and, risky claim (e.g., no precedent for claim and/or no federal guidance).

The attached table compares fiscal year 2012 MOE spending to fiscal year 2013 MOE
spending and shows new partners who participated this year.

If you have any questions about this report, please contact me at (517) 373-7787.
Sincerely,

A ﬂcu_/

Susan Kangas |
Chief Financial Officer

Attachments

C: Senate and House Appropriations Subcommittee on DHS
Senate and House Fiscal Agencies
Senate and House Policy Offices
State Budget Office
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