TANF MOE
(FY2018 Appropriation Act - Public Act 107 of 2017)

February 15, 2018

Sec. 274. (1) The department, in collaboration with the state budget office, shall submit to the
house and senate appropriations subcommittees on the department budget, the house and
senate fiscal agencies, and the house and senate policy offices 1 week after the day the governor
submits to the legislature the budget for the ensuing fiscal year a report on spending and revenue
projections for each of the capped federal funds listed below. The report shall contain actual
spending and revenue in the previous fiscal year, spending and revenue projections for the
current fiscal year as enacted, and spending and revenue projections within the executive budget
proposal for the fiscal year beginning October 1, 2018 for each individual line item for the
department budget. The report shall also include federal funds transferred to other departments.
The capped federal funds shall include, but not be limited to, all of the following:

(a) TANF.

(b) Title XX social services block grant.

(c) Title IV-B part I child welfare services block grant.

(d) Title IV-B part 1l promoting safe and stable families funds.
(e) Low-income home energy assistance program.

(2) It is the intent of the legislature that the department, in collaboration with the state budget
office, not utilize capped federal funding for economics adjustments for FTEs or other economics
costs that are included as part of the budget submitted to the legislature by the governor for the
ensuing fiscal year, unless there is a reasonable expectation for increased federal funding to be
available to the department from that capped revenue source in the ensuing fiscal year.

(3) By February 15 of the current fiscal year, the department shall prepare an annual
report of its efforts to identify additional TANF maintenance of effort sources and rationale
for any increases or decreases from all of the following, but not limited to:

(a) Other departments.
(b) Local units of government.

(c) Private sources.

Michigan Department of
Health & Human Services



Identification of Additional Temporary Assistance for Needy Families
Maintenance of Effort Sources

(FY2018 Appropriations Act — Public Act 107 of 2017)

In Fiscal Year 2017, DHHS estimates a decrease of $173.5 million in Temporary Assistance for Needy Families (TANF)
Maintenance of Effort (MOE) spending from Fiscal Year (FY) 2016 TANF MOE spending. Total estimated FY 2017 MOE
spending of $471.4 million exceeded the MOE requirement of $468.5 million by $2.85 million.

As outlined in the table below, large decreases in TANF MOE spending in Fiscal Year 2017 occurred within DHHS
programs and other state departments. The decreases were primarily attributable to two TANF Program Instructions (PI)
issued by the U.S. Department of Health and Human Services, Administration for Children and Families, Office of Family
Assistance, that impacted TANF MOE eligible expenditures.

Prohibition on the Use of Federal TANF and State MOE Funds for Juvenile Justice Services

The first Pl was published 10/08/2015 and was enforced effective 07/01/2016. The Pl addressed a prohibition against
using Federal TANF and/or TANF MOE funds to provide services to individuals who fall within the jurisdiction of the
state’s juvenile justice program. The impact of this Pl on the MDHHS budget was a $43.8 million reduction in TANF MOE
spending.

Guidance on the Application of the “New Spending Test.”

The second PI was published 11/16/2016 and provided information to TANF agencies to clarify the appropriate application
of 409(a)(7)(B)(i)(Il)(aa) of the Social Security Act, commonly known as the “new spending test,” which limits a state’s
ability to count state MOE expenditures for programs that existed in FY 1995 to the amount that exceeds the FY 1995
expenditures. This guidance had the impact of limiting the state’s ability to count state MOE expenditures for the School
Aid At-Risk and School Readiness programs, reducing TANF MOE eligible spending by an estimated $93.2 million.

In addition to these PI's, TANF MOE spending in DHHS programs was further reduced due to legislatively initiated
General Fund to TANF fund shifts in the enacted FY 2017 budget totaling $15.7 million.

FY 2016 FY 2017 Dollar Change | Percent Rationale for Change
Change
Department of | $121,018,208 | $52,617,700 | ($68,400,508) | (56.5%) | 1. The Federal Administration for
Health and Children and Families released a letter
Human on 10/08/2015 informing states that
Services services provided to youth in the
Programs Juvenile Justice System would not be

eligible for either TANF Federal or
TANF MOE. They enforced the policy
July 1, 2016. The impact was a $43.8
million reduction to TANF MOE
spending.

2. Legislatively-initiated fund shifts of
$15.7 million from General Fund to

TANF.
Other State $523,901,400 | $418,747,100 | ($105,154,300) | (20.1%) | On 11/16/2016, The Federal
Departments Administration for Children and

Families clarified the appropriate
application of the TANF “new spending
test,” which limited the state’s ability to
count state MOE expenditures for the
School Aid At-Risk and School
Readiness programs.

Total $644,919,608 | $471,364,800 | ($173,554,808) | (26.9%)
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