$79.8 MILLION IN FEDERAL FUNDS FOR LOW-INCOME
NEBRASKA CHILDREN YET TO BE USED IN COVID-19 CRISIS

Every Nebraskan deserves financial stability and security for their family. The ongoing COVID-19
public health emergency has affected all Nebraskans but has been especially devastating for
families that were already struggling to make ends meet before the start of the crisis. Nebraska can
and should act quickly to stabilize families and ensure that children have basic access to shelter,
food, and other necessities.

The federal Temporary Assistance for Needy Families (TANF) program is designed to help lower
income families with children achieve self-sufficiency and should be activated immediately to
respond to growing economic insecurity in Nebraska. The state has saved nearly $79.8 million in
federal TANF funds for a rainy day—but has yet to use it in the COVID-19 crisis to help Nebraska
children living in poverty. Nebraska should use these funds immediately to help families with
children affected by the public health emergency, and to protect children from the harmful effects
of poverty in the long-term.

NEBRASKA'S TANF PROGRAM PROVIDES BASIC ASSISTANCE TO CHILDREN IN LOW-INCOME FAMILIES
States receive annual block grants and have broad flexibility in using TANF funds for assistance and
programs. Nebraska uses TANF funds to provide direct cash assistance to children living in poverty
through the Aid to Dependent Children (ADC) program. Nearly 80% of ADC recipients in Nebraska
are children, and only families with very low incomes can receive assistance—a family of 3 can earn
no more than $12,228 annually to be eligible for assistance." Work requirements apply to most
adults receiving ADC, with some exemptions for those unable to work and for relative caregivers.

ADC HELPS 5,500 NEBRASKA FAMILIES, INCLUDING
12,705 CHILDREN,
RECEIVING AN AVERAGE PAYMENT OF
$419 PER MONTH.

80% OF ADC RECIPIENTS ARE CHILDREN."

DURING ECONOMIC DOWNTURNS,
ADC FAILS TO KEEP UP WITH CHILD POVERTY

Very few Nebraska families who fall on hard times and need short-term assistance are
eligible for ADC due to low income eligibility requirements. The results of flawed policy
in public assistance programs are laid bare during economic downturns, and children
and families in crisis pay the price. During the Great Recession, ADC enrollment in
Nebraska increased by 6% in 2010. The rise in poverty among Nebraska kids, however,
was four times greater, increasing by 24%. By contrast, enrollment in the Supplemental
Nutrition Assistance Program (SNAP), which has higher income eligibility standards,
increased by 18%."

While it is still too early to estimate the impact that COVID-19 will have on child poverty,
the number of families enrolled in ADC has already increased by 19% from February to
May of 2020." In addition to using TANF flexibly to address the current crisis, Nebraska
leaders should consider permanent changes to the ADC program to ensure that state
systems are better positioned to help families during hard times.
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NEBRASKA LEAVES $79.8
MILLION IN FEDERAL
FUNDS FOR LOWER INCOME
CHILDREN UNSPENT

Nationally, TANF
spending on direct

-

NEBRASKA SPENT ONLY 25% OF TANF FunNDs
ON BAsIc AsSISTANCE TO CHILDREN IN 2018"'

Transferred to Child Care
Development Fund: $15.7 million

Program Management: $5.0 million

Child Welfare Services: $4.2 million

assistance to families

has declined over the
years. In Nebraska, direct
assistance to families only
accounted for 25% of all
TANF spending in 2018,
compared to 66% in 1997

R

Tax Credits: $33.8 million

Early Care and Education: $6.4 million

Work, Education, and Training
Activities: $11.9 million

Basic Assistance to Families: $26.1
million

In 2014, then-State Auditor Mike Foley noted a “significant deficiency” in the use of the TANF Cash
Reserve Fund in its regular audit of the Department of Health and Human Services (DHHS)."' The
audit found that instead of growing an excessive balance of unobligated federal funds, "DHHS
could have increased assistance to needy families by increasing benefit amounts or expanded
services or eligibility.” In the past decade, Nebraska’s TANF reserve balance has increased by 64%
to nearly $79.8 million, while the number of children helped by ADC has failed to keep up with
child poverty, decreasing by 30% since 2009.

TobAY, THE ADC PROGRAM ONLY HELPS:™

1IN 5 of the 60,110 Nebraska
children living in poverty
($21,720 FOR A FAMILY OF THREE)

1IN 2 of the 22,326 Nebraska
children living in extreme poverty
($10,860 FOR A FAMILY OF THREE);

ADC FaiLs To KeEep Up wiTH CHILD PoVERTY AS TANF RAINY DAY FUND GROWS (2009-2018)*
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TANF RAINY DAY FUNDS MUST BE SPENT TO HELP NEBRASKA KIDS WEATHER THE COVID-19 CRIsIS
Nebraska families are suffering. Some have lost loved ones, and many more who have lost
their jobs are unsure if they can afford food, rent, and other necessities. The Nebraskans
most impacted by the pandemic—particularly American Indian, Black, Latinx, low-income, and
immigrant communities—were already facing greater barriers to quality health care, fair jobs,
stable housing, healthy food, and reliable transportation before the crisis.”

Workers in lower-wage industries are disproportionately among those affected by layoffs and
furloughs, and many have reported waiting over a month to receive unemployment benefits i
Meanwhile, Nebraskans who have continued to show up in workplaces where physical distancing
is not implemented by employers, like meat and poultry processing workers, are forced to choose
between keeping their jobs and being able to feed their families, or falling ill and putting their
family’s health in danger.xi! At the same time, workers who would choose to stay home for fear

of infecting themselves and their families are likely ineligible for paid sick leave protections or
unemployment insurance.x

This moment is beyond a rainy day; it is a storm that calls on Nebraska leaders to make sure that
everyone, especially children, can weather it. Nebraska can start by deploying the nearly $80
million in federal TANF reserve funds intended to help children and families living in poverty.
Restarting our state’s economy begins with ensuring that all families can meet their children'’s
basic needs.

RECOMMENDATION 1: PROVIDE ADDITIONAL ASSISTANCE TO FAMILIES ALREADY RECEIVING ADC
State leaders should make every effort to immediately deploy TANF funds by strengthening
benefits to families already receiving ADC by:

e PROVIDING A TEMPORARY INCREASE IN BENEFITS, SUCH AS A ONE-TIME PAYMENT OF
$500 PER CHILD. A temporary boost in benefits to current recipients would be
administratively simple, and effective in helping children living in poverty. West
Virginia and North Carolina both issued a one-time payment to TANF families
in April.* DHHS should reevaluate continued disbursements as the effects of
the pandemic continue.

* TEMPORARILY SUSPENDING WORK REQUIREMENTS, SANCTIONS, AND TERMINATIONS
FOR PARTICIPANTS. Nebraska families receiving ADC should not have to
worry about losing benefits during this crisis if they are unable to meet work
requirements or are concerned about risking their health to seek employment.
Many states adopted broad flexibilities at the start of the crisis to ensure that
families do not lose benefits for keeping their family safe and healthy.*

e TEMPORARILY SUSPENDING THE CLOCK FOR FAMILIES SUBJECT TO A 60-MONTH
LIFETIME LIMIT ON BENEFITS. Families lose eligibility for ADC when they receive
benefits for the lifetime limit of 60 months, affecting an estimated 36 families
each yearV Several states have acted to prevent loss of benefits, ' and
Nebraska should freeze the clock for those families and halt terminations for
those who have reached their limit retroactively to the start of the emergency.
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RECOMMENDATION 2: PROVIDE EMERGENCY ASSISTANCE TO NON-ADC FAMILIES IN CRISIS

During an emergency or crisis, states can use TANF funds to help families that would not otherwise
be eligible for direct assistance by providing a non-recurrent, short-term (NRST) benefit. Federal
law allows for the use of TANF funds for an NRST so long as it is designed to deal with a specific
crisis, is not intended to meet recurrent or ongoing needs, and will not extend beyond four
months.** State leaders should provide emergency assistance to families in crisis that are not
currently eligible for ADC by:

* PRIORITIZING FAMILIES IN CRISIS. Nebraska should prioritize NRST benefits
for low-income families impacted by the crisis. Eligibility should be closely
aligned with the cost of living. Setting eligibility at 213% of FPL, for example,
would mirror eligibility for the Children’s Health Insurance Program (CHIP)
and create additional opportunities to enroll any newly uninsured children. To
demonstrate need, some states have prioritized NRST benefits for families that
have experienced a loss of income.* Eligibility should not require an asset test
to ensure that families can move quickly from crisis to stability.

e MINIMIZING ADMINISTRATIVE REQUIREMENTS FOR PROCESSING. Direct financial
relief to low-income Nebraskans must be distributed quickly to be effective.
The application for benefits should require only basic information and allow for
electronic submission. The state should require minimal verification and allow
for self-attestation where possible. Additionally, DHHS should use household
data matching from other means-tested programs including the Supplemental
Nutrition Assistance Program (SNAP) or Medicaid and CHIP to identify eligible
families and streamline their applications.

* PROVIDING BENEFITS TO FAMILIES IN NEED. Nebraska should use TANF reserve
funds generously to protect children from the effects of this crisis. State leaders
should think boldly today as the full economic impact of the pandemic is yet
to be seen. Other states have structured NRST benefits to be fixed based on
household size, or to be based on specific needs that the family is unable to
pay, such as rent, security deposits, or property tax bills.* In Appendix 1, we
propose three income eligibility options that would provide relief to families
but still leave the TANF reserve fund in a strong position to continue to support
families receiving ADC.

RECOMMENDATION 3: MAXIMIZE FLEXIBLE CORONAVIRUS RELIEF FUNDS TO INCREASE AGENCY CAPACITY
Nebraska should use available federal funds to increase staff and technology capacity within
DHHS to handle increased demand for assistance across all public assistance programs. Nebraska
should maximize new federal Coronavirus Relief Funds (CRF), which are designed to provide direct
fiscal relief to states for pandemic-related expenditures, towards increasing agency capacity. New
guidance materials affirm that increased administrative costs for providing emergency assistance
to families in response to the crisis is an eligible CRF expenditure.

RECOMMENDATION 4: PERMANENTLY INCREASE BASIC ASSISTANCE TO STRUGGLING FAMILIES

Nebraska's ADC program has failed to meet the needs of children living in poverty for well over
a decade. All the while, the state has left tens of millions of federal dollars dedicated to helping
children untouched year after year. While it is wise to save some level of reserve for future
downturns, Nebraska lawmakers should redesign ADC to ensure that the program does what it is
intended to do by:
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* INCREASING ELIGIBILITY FOR ADC AND ELIMINATING THE ASSET TEST. Nebraska
should allow more children living in poverty to be eligible for ADC benefits and
should not punish families for their own rainy-day savings by eliminating the
asset test in the program i

* INCREASING THE BENEFIT LEVEL TO BETTER MEET BASIC NEEDS. Benefit levels in
ADC, at the minimum, should not leave a family in deep poverty and should
be raised to at least 50% of the FPL. Over time, ADC benefits have eroded—in
1996, average ADC benefits would cover 75% of rent for an average two-
bedroom apartment in Nebraska, but today, it would only be enough for 56%
of rent on the same apartment.

In Appendix 1, we estimate that the cost of Recommendations 1 and 2 above would still leave
Nebraska’'s TANF reserve fund in a healthy position, at 74-81% of the annual block grant, to
consider additional assistance to ADC families as the crisis continues. State leaders should move
forward with permanent changes to the ADC program by developing a plan to increase basic
assistance, spending down the reserve to 50% of the annual block grant, or $28.3 million.

DIRECT ASSISTANCE TO FAMILIES WOULD IMPROVE OUTCOMES FOR CHILDREN IN POVERTY AND STIMULATE
THE STATE ECONOMY

All children need stability to thrive, and Nebraska families should be able to meet their children’s
basic needs when they fall on hard times. By strengthening the ADC program, we can better

shield children from the long-term harms of living in poverty.* Targeted relief to help low-income
families, who are more likely to immediately use the extra income to meet basic needs and pay bills
or debts, will provide an added boost to the state’s economy. Vi

Nebraska children and families need relief now. Over the years, the state has saved TANF funds
to be spent on low-income Nebraska children during hard times, and the economic impact of the
COVID-19 crisis is the rainy day that Nebraska has been saving for.

APPENDIX 1. PROVIDING DIRECT AsSISTANCE TO HELP FAMILIES AFFECTED BY COVID-19 WoulLD LEAVE
SUFFICIENT TANF RESERVES

RECOMMENDATION 1. Emergency assistance to ADC families would provide $500 to each child en-
rolled in ADC.

RECOMMENDATION 2. Emergency assistance to non-ADC families would provide $500 to each child,
and contemplates a program that is available to families who have lost a job or income as a result of
the pandemic, and meet income eligibility requirements at the following levels:

e OPTION 1: Families with incomes under 200% of the FPL ($43,440 annually
for a family of three);

e OPTION 2: Families with incomes that meet income eligibility for CHIP, or
213% of the FPL ($46,264 annually for a family of three); or

e OpTION 3: Families with incomes under 185% of the FPL (340,182 annually for
a family of three).
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Children eligible | 12,028 |
Estimated cost $6,014,000

o ol gfls . Option 1: Option 2: Option 3:
Eligibility Option 200% FPL CHIP eligibility 185% FPL
Estimated children eligible and participating 62,836 64,255 56,345
Estimated cost $31,418,192 $32,127,264 $28,172,352
Estimated Cost of Recommendations 1 and 2 $37,432192 $38,141,264 $34,186,352
Balance $42,364,621 $41,655,549 $45,610,461
Balance as % of Annual Block Grant 75% 74% 81%

METHODOLOGY

This cost estimate is intended to provide state lawmakers with a framework of what can be
accomplished in the strategic use of federal TANF reserve funds. This estimate only captures the
cost of benefits provided, and does not reflect an increase in agency administrative costs, which
we should be funded using the state’s Coronavirus Relief Fund as a necessary expenditure incurred
due to the public health emergency (Recommendation #3).

ASSUMPTIONS FOR RECOMMENDATION 2
The cost estimate for Recommendation #2, emergency assistance to non-ADC families, is based on
several data sets and assumptions:

1. INCOME ELIGIBILITY. We recommend that the state apply income eligibility
standards that indicate whether a family can meet their children’s basic needs
and have offered three options that best reflect self-sufficiency for most
families in Nebraska. Data on the number of children at each income level are
from Table B17024 of the U.S. Census Bureau American Community Survey
(2018 1-Year Estimates) and Medicaid/CHIP enrollment FY 2018 averages
obtained from the Nebraska Department of Health and Human Services. Both
figures are reduced by the number of children currently enrolled in ADC.

2. JOB OR INCOME LOSS ELIGIBILITY. We recommend that the state target families in
crisis by making assistance available to those who have recently experienced a
job orincome loss. State-level estimates of job and income losses, stratified by
income level, are not yet available. For this cost estimate, we assume that 52%
of income-eligible families will have experienced a qualifying job or income
loss based on a recent national survey conducted by the Pew Research Center.
it Nebraska has generally fared better than national averages in economic
downturns and recovery, and early forecasts suggests the same may be true for
the ongoing crisis. " As a result, eligibility for emergency assistance is likely an
overestimate, and the actual cost of emergency assistance may be lower than
the estimate provided.

3. PARTICIPATION RATE. Finally, we assume that not all families who meet
eligibility requirements will apply for emergency assistance. We apply an 80%
participation rate, based on state-level estimates of participation in SNAP
among those eligible for the program .
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