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Senator Rosen, Representative Flood, Senator McCormick, Representative Strang Burgess and Members of the Joint Standing Committee on Appropriations and Financial Affairs and the Joint Standing Committee on Health and Human Services, I am Dale Denno, Director of the Office for Family Independence in the Department of Health and Human Services, and I am writing this testimony in support of LR 2847 Part (A-52 General Assistance – Reimbursement to Cities and Towns and Language Part R). 
The Department has introduced this supplemental funding request in response to a rapidly growing gap between General Assistance funding and General Assistance expenditures.  The funding request for SFY 12 is $3.9 million.  The General Fund shortfall for SFY 13, absent adoption of this proposal, is projected to be approximately $8.4 million.  There is every reason to believe that the gap will continue to grow rapidly thereafter at an unsustainable rate without either structural changes to the program or substantial funding increases. These serious fiscal challenges drive the Department’s proposal. 

The General Assistance program has evolved beyond its original statutory intent to provide “aid for defined needs during a limited period of time and is not intended to be a continuing ‘grant in aid’ or ‘categorical’ welfare program.” Notwithstanding that legislative intent, it has increasingly become a program to fund ongoing housing and housing-related expenses.  In SFY 11, 87% of General Assistance expenditures were for housing or housing-related expenses, many for long-term recipients.  

A December, 2011 study by the Center on Budget and Policy Priorities found that 30 states offer some form of General Assistance, down from 38 states in 1989.  Of those 30 states, Maine is one of only 12 that provide General Assistance to childless adults who are not disabled.  The study found that many states are currently looking at restructuring or eliminating their General Assistance programs due to the escalating fiscal burdens. In 2011 alone, 7 states restructured or eliminated their programs.  Maine is not alone in struggling with these serious financial challenges.

The Department proposes for SFY 12 a supplemental appropriation of $3,991,196, in addition to the currently budgeted $5,974,600.  This supplemental allocation is expected to meet the projected General Fund requirement for the fiscal year.  It should be noted that General Assistance projections are made particularly difficult because the program is administered at the municipal level, and because there is typically a lag between a municipality’s expenditure and the municipality’s request for reimbursement.

For SFY 13, the currently funded appropriation is a flat $5,974,600.  The projected General Fund shortfall for the fiscal year is $8,363,570. The Department is proposing a structural change to the program to bring expenditures closer to budget, but still leaving a gap of $2,668,697 requiring a supplemental appropriation.  The structural changes the Department proposes are as follows:

· Limit housing assistance, the largest component of General Assistance, to 90 days per calendar year for any recipient.  The savings are projected to be $3,306,204.

· Eliminate the 90% reimbursement threshold (which currently affects Portland, Bangor, Lewiston, South Portland and Waterville), and reimbursing all municipalities at a level 50%.  The savings are projected to be $1,410,002.

· Eliminate General Assistance eligibility for individuals receiving Temporary Assistance for Needy Families (TANF).  The savings are projected to be $978,666.

Block Grant Alternative

Even if the Legislature were to adopt each of these structural changes, there will still be a General Fund shortfall in SFY 13 of $2,668,697, which can be expected to grow and to drive requests for supplemental funds in future years.  The Department has therefore developed a block grant proposal as an alternative to the program restructuring.  

Discussions with one of the larger service center municipalities indicated the desire to allow for both flexibility in General Assistance program design and for the ability to cooperate on a regional basis in administering the plan. Given the significant changes in the program’s focus over time, this alternative proposal would allow municipalities and clusters of municipalities to determine the best and most efficient use of these limited funds for the specific needs of their communities.

Consistent with that desire, we have put forth an alternative to the existing General Assistance proposal that would provide a block grant to the municipalities, with the following provisions:

· The total block grant for SFY 13 would be based on the current General Fund allocation ($5,974,622) plus the SFY 13 supplemental request after deducting the savings for the three structural proposals summarized above ($2,668,697), for a total proposed block grant of $8,643,319.                         .  

· Municipalities would have the option whether or not to establish a General Assistance program.  Municipalities that elect to participate would be allowed substantial latitude in the design and administration of the program (which could, e.g., focus solely on the operation of homeless shelters to the indigent).  

· Municipalities would be required to match block grants on a dollar-for-dollar basis.

· Municipalities that elect not to establish a General Assistance program would receive no allocation.

· The block grant would be allocated on the basis of the ratio that  a municipality’s gross General Assistance expenditures for the prior 3 fiscal years bears to the gross General Assistance expenditures by all municipalities for that same period, less an amount for the Unorganized Territories and the de minimis allocations.  

· The Department would make an adjustment to the grants to allow for a de minimis allocation of .01 % to those municipalities that had little or no General Assistance expenditures in the calculation period.

· Grants would be disbursed through periodic payments, matching disbursements by the affected municipality.

· The Department would operate a special program for the Unorganized Territories.

· Municipalities would be encouraged to develop regional or other cooperative approaches to designing and administering their General Assistance programs.

· The municipal programs would be subject to audit by the Department to ensure compliance with statutory requirements.

Thank you for your time and attention.  I would be happy to answer any questions you may have and to make myself available at the work session.
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