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To Members of the Sixty-second General Assembly:

Submitted herewith is the final report of the Welfare Oversight Committee. This
committeewascreated pursuant to Section 26-2-722, Colorado Revised Statutes. The purpose
of the committee is to oversee the Colorado Works Program and its implementation by the
counties.

At itsmeeting on October 16, 2000, the L egidlative Council reviewed the report of this
committee. A motion to forward this report and the billstherein for consideration in the 2001
session was approved.

Respectfully submitted,

/s Representative Doug Dean
Chairman
Legidative Council
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EXECUTIVE SUI\/IMARY

Committee Charge

Pursuant to Section 26-2-722, Colorado Revised Statutes, the Legisative Welfare Oversight
Committee (consisting of all members of the House and Senate Health, Environment, Welfare and
Institutions Committees) has the responsibility of overseeing the Colorado Works Program and its
implementation by the counties. Thisreport summarizesthe aspects of the Works Program that have
been considered and any recommended legidation.

Committee Activities

The committee held two meetings during the 2000 interim. These meetings focused on the
current status of the Colorado Works Program, the recommendations of the Governor's Task Force
on Welfare Reform and the State Auditor's evaluation of the Colorado Works Program. The
committee also heard from advocates of the Colorado Works Program. The State Auditor's
evaluation of the Works Program will be presented to the L egidative Audit Committee and Welfare
Oversight Committee on December 4, 2000. The bills recommended this year pertain to the
Colorado Works Program.

Committee Recommendations

As aresult of committee discussion and ddliberation, the committee recommends two bills for
consideration in the 2001 legidative session.

Bill A— Earned Income Disregards. Familieswho receive cash assi stance under the Colorado
Works Program frequently have difficulty in making financial ends meet when going directly from
welfare to work. The purpose of the earned income disregard is to exclude a portion of a person's
earningsfor purposes of eligibility in the Colorado Works Program. Currently, Colorado disregards
$90 for employment expenses, then the first $30 of income plus one-third of the income after that
deduction. Bill A provides a phased-in approach by increasing the amount of income earned that is
disregarded from one-third to two-thirds of the participant's grossincomefor thefirst year, and then
returning back to one-third of their income in the second year.

Bill B— Requirements for Reporting Earnings for Transitional Medicaid. ColoradoWorks
participantsal so need continuing health coveragewhen entering theworkforce. Transitional Medicaid
provides access to health care for Works participants who have started working but are unable to
obtain health insurance through their employers, by ensuring that their families can accessMedicaid.
Once participants have earned income, the household is automatically eligible for six months of
Transitional Medicaid, but they must report earnings every four and eight months, regardless of any
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income changes. Bill B directs the State Medical Services Board to promulgate rules requiring
Transitional Medicaid recipients to report earnings only if there has been achange in circumstances
that could cause their income to exceed the income limit for that program.
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STATUTORY AUTHORITY AND RESPONSIBILITIES

The passage of federa and state welfare reform legidation in 1996 and 1997 provided three
significant changes: 1) it changed cash assistance for poor families with dependent children from an
"entitlement” to a"block grant" subject to an annual appropriation process, 2) it created a "work-
first" model of welfare reform in contrast to the previous Family Support Act model which
emphasized education and training; and 3) it created definitive time limits (24 cumulative monthsin
which to find ajob or be judged job-ready; and a 60-month lifetime limit in which assistance can be
received).

The Colorado Works Program, effective July 1, 1997, replaced the former Aid to Familieswith
Dependent Children (AFDC) and the JOBS Program. The Colorado Works Program provides the
state the authority it needs to meet federal welfare reform requirements. The program also creates
awork-first approachto reform that del egates or devol vesmost of the decision-making responsibility
and authority for designing welfare reform in Colorado to the county level.

Pursuant to section 26-2-722, C.R.S,, the Legidative Welfare Oversight Committee has the
responsibility of overseeing the Colorado Works Program and its implementation by the counties.

The committee consists of the members of both the House and Senate Health, Environment,
Welfare, and Institutions Committees. The statute directs the oversight committee to:

* submit an annua report;

* summarize the aspects of the Colorado Works Program that have been
considered and propose any recommended |egidative changes; and

» make recommendations concerning how to allocate any funds that the state
receives as an illegitimacy bonus reward from the federal government. In
making its recommendations on thisissue, the committee shall consider how to
make allocations based upon individual counties success in reducing

illegitimacy.



COMMITTEE ACTIVITIES

Current Status of the Program

The Colorado Works Program started July 1, 1997, as required by statute. The Welfare
Oversight Committee has met eight timessinceit wascreated in 1997. When the committeefirst met
in October of 1997, the focus was on county implementation of welfare plans and any problems that
countieswereencountering. Representativesof the Colorado Department of Human Services(DHS),
Colorado Counties, Inc., county departments of social services and advocates of Colorado Works
Program clients have all testified on the status of the program. In its second, and third years, the
committee continued to receive updates on the status of the Colorado Works Program from the state
and counties, aswell asclientsand advocates. The committee also was briefed on the State Auditor's
evaluation of the state's welfare program and the federal illegitimacy bonus reward fund.

The committee received an update on the Colorado Works Program caseload statistics which
indicates there has been a continuing decrease in the number of individuals on welfare in Colorado.
At the end of June 2000, there were approximately 12,000 cases, down from 26,000 in July of 1997.
Total Works expenditures decreased from $125 million to $106 million in the past year. The total
of all Colorado county reserve balances was approximately $94 million as of June 30, 2000. The
committee discussed barriersto employment, the avail ability of low cost housing and assistance with
transportation; the need for transitional health care; affordable child care; and the collection of data
for the WorksProgram. Statewide, thefederal work participation ratefor al familiesfor federal fiscal
year 1999-2000 is 30 percent, down from 34.3 percent from the previousfiscal year. Statewide, the
federal work participation rate for two-parent families for federal fiscal year 1999-2000 is 44.6
percent, up from 42.7 percent for the previous fiscal year.

State Auditor's Evaluation of the Colorado Works Program

Senate Bill 98-185 required the Office of the State Auditor to oversee alongitudinal evaluation
of the outcomes resulting from the Colorado Works Program, to evauate its success in moving
participants out of poverty and toward self-sufficiency, and to provide specific, solution-based
recommendations for program improvements. The State Auditor released the request for proposal
(RFP) for the evaluation on August 1, 1998, and a preliminary report was issued in December of
1999. Thefinal presentation to the Audit Committee is expected in December of 2000.

As part of developing the RFP, the state auditor sought input from the Welfare Oversight
Committee, the Department of Human Services, Colorado Counties, Inc., individual countiesthat are
not affiliated with Col orado Counties, national organizations, and representativesof advocategroups.
The evaluation will focus on program outcomes. The following issues are included in the Colorado
Works Program evaluation:



Population characteristics and demographics. The evauation will identify and collect basic
informationonall Colorado WorksProgram participants, including demographicinformation, welfare
history, and characteristics that contribute to or inhibit employment success.

Preparing for employment. The evaluation will assess the success of the Works Program in
preparing participant groups for employment by evaluating the assessment, case management,
education, and training services provided by counties, employers, and other organizations.

Employment and self-sufficiency. The evaluation will assess the effectiveness of the Works
Program in assisting participants with obtaining and retaining employment, moving out of poverty,
and attaining self-sufficiency.

Quiality of life for children and families. The evaluation will assess the impact of the Works
Program on the well-being of participants and their children and families.

Statewide issues. The evauation will assess the impact of the Works Program on issues of
concern to state policy makers, such as 1) changes in the utilization of state-funded assistance
programsin Medicaid, federally funded food stamps, child care, mental health, substance abuse, and
child welfare programs; 2) changes in utilization of local programs and services, such as homeless
shelters, food pantries, and other services provided by churches and charities; 3) the effectiveness of
funding policies in addressing service gaps and moving participants toward employment; 4) the
economic costs and benefits of bringing participants to self-sufficiency; 5) the performance of the
Colorado Works Program compared with welfare reform programs operating in other states; and 6)
participant attitudes toward work and their satisfaction with Works Program services.

Federal Illegitimacy Bonus Reward

Section 26-2-722, C.R.S,, requiresthe Welfare Oversight Committee to make recommendations
about how to allocate funds that the state receives as an illegitimacy bonus reward from the federa
government. Inmakingitsrecommendations, theWelfare Oversight Committeewill makeallocations
based upon individual counties success in reducing illegitimacy.

Oneincentivefor statesto reduce their out-of-wedlock birth rate is bonus money. Each year the
federal government awards $100 million annually nationwideto statesthat show the highest reduction
in abortions and birthsto unmarried mothers. The award is split among these selected statesand is
based upon birth and abortion data for the state population as a whole, and not on data for the
Colorado Works Program. In order to receive the bonus, states must compare consecutive two-year
periods and prove that the decline is not caused by an increase in abortions. All states are then
compared with each other in regard to how much the birth rates have decreased within each state.
In addition, states must also show that the number of abortions performed is less than the number
performed in 1995, the baseline year.



Colorado's percentage of out-of-wedlock birthsincreased by 2.25 percent when theratio of out-
of-wedlock birthsfor 1997 and 1998 is compared to theratio of such birthsfor 1995and 1996. The
number of reported abortions in Colorado decreased in 1998 when compared to the index year of
1995. Reported abortions decreased from 9,384 in 1995 to 7,493 in 1998.

Coloradoisnot among thefive stateswith the"largest proportionate decrease" in therate of out-
of-wedlock births because the state's illegitimacy rate has been significantly below the nationa
percentage (more than 5 percentage points) since 1980. For example, in 1998, Colorado was 7.3
percentage points below the national percentage of illegitimate births (25.5 percent vs. 32.8 percent
nationally); while the overall birth rate was amost the same as the national birth rate (14.7 percent
in Colorado compared to 14.6 percent nationally per 1,000 population.) 1n other words, thereisless
room for "a proportionate decrease” in Colorado when compared to other states.

Governor's Task Force on Welfare Reform

Established in 1999 through executive order, the mission of the group is to make
recommendations concerning the ongoing implementation of welfare reform. The Task Force
examined welfarereform in Colorado through aseries of meetingsand sitevisitsthroughout the state.
The Task Force looked at health care, including Medicaid, aswell as child care, food assistance and
housing. The Task Force presented a variety of recommendations that might be implemented at all
levels. These levelsinclude county departments, state agencies, state boards, Congress and the state
legidature.

The Task Force made three mgjor recommendations. First, counties need to work more
intensively with Colorado Works participants through better case management so these individuals
may be more successful inthelong run. The second recommendation isto providetransitional health
care benefitswhich are necessary to support the participantswho are entering the workforce and who
may not be able to access insurance through their employers. The last recommendation is to place
a greater emphasis on outcome measures for the program that focus on as many participants as
possible attaining complete self- sufficiency.

Income Disregards

Issue. The goal of the Colorado Works Program is to help families become self-sufficient.
However, families who receive cash assistance under the Colorado Works Program frequently have
difficulty in making financial ends meet when going directly from welfare to work. The Governor's
Task Forcefound that these families smply needed to keep their eligibility, but be able to keep more
of their earnings in order to make the transition. The purpose of the earned income disregard is that
you exclude a portion of a person's earnings for purposes of digibility in the Colorado Works
Program. Colorado operateswiththeold Aid to Familieswith Dependent Children (AFDC) earnings
disregard that excludes $90 for employment expenses, then the first $30 of income plus one-third of
their income after that deduction.



Recommendation. Bill A provides aphased-in approach by increasing the amount of income
earned that is disregarded from one-third to two-thirds of the participant's grossincome for the first
year, and then returning back to one-third of their incomein the second year. Thisapproachwill help
those familiesthat are at or near minimum wage better make the transition from welfare-to-work by
allowing them to keep more of their earnings. By alowing familiesto keep their dligibility for alonger
period of time, Colorado Works Program staff would be ableto continue to provide participantswith
post-employment services.

Extend Automatic Eligibility for Transitional Medicaid

Issue. Colorado Works participants also need continuing health coverage when entering the
workforce. Often, participants are not provided with health insurance through their employer, and
either go without insurance, or end up returning to public assistance in order to maintain health care
to treat an ongoing medical condition. Transitional M edicaid providesaccessto health carefor Works
participants who have started working but are unable to obtain health insurance through their
employers, by ensuring that their families can access Medicaid. Once participants have earned
income, the household is automatically eligible for six months of Transitional Medicaid which may
be extended for another six months depending on the amount of earned income. Currently,
individuasmust automatically report earnings every four and eight months, regardless of any income
changes. Currently, families who receive cash assistance under Colorado Works Program can get
Medicaid automatically.

Recommendation. Bill B directs the State Medical Services Board to promulgate rules
requiring Transitiona Medicaid recipients to report earnings only if there has been a change in
circumstances that could cause their income to exceed the income limit for that program.



SUMMARY OF RECOMMENDATIONS

As aresult of the committee' s activities, the following bills are recommended to the Colorado
General Assembly.

Bill A — Concerning Earned Income Disregards for the Colorado Works Program

Families who receive cash assistance under the Colorado Works Program frequently have
difficulty in making financial ends meet when going directly from welfare-to-work. The purpose of
the earned income disregard isto exclude a portion of a person's earnings for purposes of digibility
inthe Colorado Works Program. Currently, Colorado disregards $90 for employment expenses, then
thefirst $30 of income plus one-third of theincome after that deduction. Bill A providesaphased-in
approach by increasing the amount of income earned that is disregarded from one-third to two-thirds
of the participant's gross income for the first year, and then returning back to one-third of their
income in the second year. The fiscal note indicates that there is no fiscal impact for this proposal.

Bill B — Concerning Transitional Medicaid

Colorado Worksparticipantsal so need continuing heal th coveragewhen entering theworkforce.
Transitional Medicaid provides access to health care for Works participants who have started
working but are unable to obtain health insurance through their employers, by ensuring that their
families can accessMedicaid. Once participants have earned income, the household is automatically
eligible for six months of Transitional Medicaid, but they must report earnings every four and eight
months, regardless of any income changes. Bill B directs the State Medical Services Board to
promulgate rules requiring Transitional Medicaid recipientsto report earnings only if there has been
achangein circumstancesthat could cause their income to exceed theincome limit for that program.
The fiscal note indicates that it would cost approximately $4.4 million to implement this proposal.



Resource MATERIALS

Theresource materialslisted below were provided to the committee or developed by Legidative
Council Staff during the course of the meetings. The summaries of meetings and attachments are
available at the Division of Archives, 1313 Sherman Street, Denver. For alimited time, the meeting
summaries and materials developed by Legidative Council Staff are available on our web site at:

www. state.co. us/gov_dir/leg_dir/lcsstaff/2000/00interim.

Meeting Summaries Topics Discussed

September 14, 2000 Status of Colorado Works Program
State Auditor's Evaluation of the Colorado Works Program
Governor's Task Force on Welfare Reform
Ideas for Legidation

October 2, 2000 Consideration of Proposed Legidlation

Memoranda and Reports

Department of Human Services, Office of Self-Sufficiency, Welfare Reform in Colorado,
Presentation to the Legislative Welfare Oversight Committee, September 14, 2000.

A Request for Proposal to Evaluate the Colorado Works Program, Office of the State Auditor,
August 1998.

Moving Forward With Welfare Reform, A Report Of The Governor's Task Force on Welfare
Reform, September 12, 2000.
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Bill A

HOUSE SPONSORSHIP
Hefley, Hagedorn, Lawrence, and Tochtrop

SENATE SPONSORSHIP
Epps, Evans, and Linkhart

A BILL FOR AN ACT

CONCERNING EARNED INCOME DISREGARDS FOR THE COLORADO WORKS
PROGRAM.

Bill Summary

(Note: This summary applies to this bill as introduced and does not
necessarily reflect any amendments that may be subsequently adopted.)

Welfare Oversight Committee. Increases the amount of income
earned that is disregarded for purposes of eligibility for the Colorado works
program. Provides for an income disregard of two-thirds of gross income for
amaximum of one year and in the second year allows for an income disregard
based upon the current income disregard. States that the calculation for
determining the participant's gross income shall be adjusted accordingly.

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1. 26-2-709 (1) (a), Colorado Revised Statutes, is
amended to read:

26-2-709. Benefits - cash assistance - programs. (1) Basic
assistance grant. (a) Except asprovided inthispart 7 and subject to available

appropriations, aparticipant shall receiveabasi c assistancegrant in theamount

of the AFDC cash grant that such participant would have received under rules
governing the AFDC program in Colorado that were in effect on July 16, 1996,
thetuding—the—rutes—atowing—inecome—disregards except for the child care
disregard which shall be paid pursuant to the provisions of part 8 of thisarticle.
THE EARNINGS INCOME DISREGARD FOR COLORADO WORKS SHALL BE
TWO-THIRDSOF THE PARTICIPANT'SGROSSINCOME AND SHALL BEAPPLIED FOR
A MAXIMUM OF ONE YEAR. THE GROSS INCOME TEST SHALL NOT APPLY TO A
PARTICIPANT OF COLORADO WORKS FOR A MAXIMUM OF ONE YEAR. IN THE
SECOND YEAR, THEINCOME DISREGARD FOR COLORADOWORKSSHALL CONSIST
OF AN EMPLOYMENT EXPENSE DISREGARD OF NINETY DOLLARS AND A
DISREGARD OF THIRTY DOLLARSPLUSONE-THIRD OF THE PARTICIPANT'SGROSS
INCOME FOR FOUR CONSECUTIVE MONTHS. FOR THE FOLLOWING EIGHT
CALENDARMONTHSAFTER FOUR CONSECUTIVE MONTHSIN WHICH THE THIRTY
DOLLAR AND ONE-THIRD DISREGARD WAS APPLIED, THE INCOME DISREGARD
FOR COLORADO WORKS SHALL CONSIST OF AN EMPLOYMENT EXPENSE
DISREGARD OF NINETY DOLLARS AND A THIRTY-DOLLAR DISREGARD. THE
CALCULATION FOR DETERMINING THE PARTICIPANT'S COUNTABLE INCOME
SHALL BE ADJUSTED ACCORDINGLY TO REFLECT CHANGES IN THE AMOUNT OF
THE EARNED INCOME DISREGARD. No increase in the amount of the basic
assistance grant approved by the state board shall take effect unless the funding
for such increase is included and identified specificaly in the annual genera

appropriations act or a supplemental appropriations act.



SECTION 2. Safety clause. The general assembly hereby finds,
determines, and declares that this act is necessary for the immediate

preservation of the public peace, health, and safety.
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Bill B

HOUSE SPONSORSHIP
Tochtrop

SENATE SPONSORSHIP
Linkhart

A BILL FOR AN ACT

CONCERNING TRANSITIONAL MEDICAID.

Bill Summary

(Note: This summary applies to this bill as introduced and does not
necessarily reflect any amendments that may be subsequently adopted.)

Welfare Oversight Committee. Directsthe medical services board
to promulgate rules to do the following:

Require transitional medicaid recipients to report earnings only if
there has been a change in circumstances that could cause their
income to exceed the income limit for that program.

Disregard for purposes of eligibility determination up to the first 3
monthsof salary oncea” 1931 medicaid recipient” becomesemployed.

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1. Article 4 of title 26, Colorado Revised Statutes, is
amended BY THE ADDITION OF A NEW SECTION to read:

26-4-110.7. Transitional medicaid - rules. (1) THE MEDICAL

SERVICES BOARD SHALL PROMULGATE RULES THAT DO THE FOLLOWING:

() REQUIRE TRANSITIONAL MEDICAID RECIPIENTS TO REPORT
EARNINGS ONLY WHEN THERE HAS BEEN A CHANGE OF CIRCUMSTANCES THAT
COULD CAUSE THERECIPIENT TOEXCEED THE TRANSITIONAL MEDICAID INCOME
LIMIT; AND

(b) Disregard for the purpose of eligibility determination one hundred
percent of an individual's salary for a period not to exceed three months once a
1931 medicaid recipient becomes employed. The amount of time of theincome
disregard shall be equal to three months minus the amount of time the
individual has been a 1931 medicaid recipient.

SECTION 2. 26-4-103 (1), Colorado Revised Statutes, is amended,
and the said 26-4-103 is further amended BY THE ADDITION OF A NEW
SUBSECTION, to read:

26-4-103. Definitions. As used in this article, unless the context

otherwise requires:

thisartiete: "1931 MEDICAID RECIPIENT" MEANSANY PERSON WHO ISELIGIBLE
FOR MEDICAID AS PROVIDED IN SECTION 26-4-201 (1) (a), 26-4-301 (1) (a), OR
26-4-301 (1) (0) AND REFERS TO SECTION 1931 OF TITLE XX OF THE FEDERAL
"SOCIAL SECURITY AcCT", 25 U.S.C.A. sEC. 1931.

(1.5) "APPLICANT" MEANS ANY PERSON WHO HAS APPLIED FOR
BENEFITS UNDER THIS ARTICLE.

SECTION 3. Effective date. Thisact shall take effect July 1, 2001.
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SECTION 4. Safety clause. The general assembly hereby finds,
determines, and declares that this act is necessary for the immediate

preservation of the public peace, health, and safety.




