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Federal Foster Care
Financing Issues in
Nebraska1
by Sarah Helvey

According to a recent report, 6,829 children were in the
foster care system in Nebraska as of late June 2008.2 While the
state is legally responsible for protecting the safety of these
children, most states rely heavily on federal funding in order to
do so. Nebraska, however, has done a poor job of "drawing
down" federal funds to reimburse state foster care funding. In
a 2002 comparison of the fifty states' total child welfare spending from federal and state/local sources, only ten other states
expended a higher percentage of state/local to federal funds
than Nebraska did.3 Nebraska improved significantly in this
measure by 2004, but still fell below the national average.4
Not only does Nebraska spend more state and local dollars
to fund child welfare than most other states, but Nebraska's utilization of various federal child welfare funding sources differs
significantly from most other states. For instance, in 2004
Nebraska had the second lowest "IV-E participation rate" - also
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referred to as the "penetration rate," or percentage of children
eligible for one of the largest federal sources of foster care funding, Title IV-E of the Social Security Act - in the country.5 In
that year, Nebraska's penetration rate was 29%, while the
national average was 52%.6 In addition, Nebraska relies more
heavily on Medicaid dollars to fund child welfare services than
most states. In 2004, 59% of total spending on child welfare in
Nebraska came from Medicaid funds while the national average was only 10%.7 This reliance on Medicaid is concerning,
primarily because the current federal administration has taken
steps to disallow certain child welfare claims under Medicaid, a
move that would hit Nebraska particularly hard.8
In light of these statistics, Nebraska Appleseed recently asked
two questions with regard to Nebraska's foster care financing
structure: (1) why does Nebraska have such a low IV-E participation rate (presumably, the driving force behind the overreliance
on Medicaid funds), and (2) how can Nebraska more effectively
leverage federal foster care funding? Perhaps surprisingly, the
answers we found are instructive not only for state and federal
child welfare administrators, legislators, and other policy makers,
but also for juvenile court attorneys and judges who, whether
they know it or not, can play a role in insuring that eligible cases
are federally reimbursable under Title IV-E.

Background on Federal Sources of Child
Welfare Funding
In 2004, Nebraska spent $166,017,977 for child welfare
services.9 This includes all direct and administrative services
the state provides to children and families in the foster care system.10 Of that amount, 46% came from federal funds, and 54%
came from state funds.11 In 2004, Nebraska received
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$76,809,632 in federal funds and spent $89,208,345 in state
funds for child welfare.12
Federal funds for child welfare services can be divided into
two categories: those dedicated solely to child welfare and those
that can be used for child welfare but can also be spent on other
programs.13 The principal federal sources of dedicated child
welfare dollars are Title IV-B and Title IV-E of the Social
Security Act.14 The principal federal sources of non-dedicated
child welfare dollars are Medicaid, Temporary Assistance for
Needy Children (TANF), and the Social Service Block Grant
(SSBG).15
In terms of dedicated child welfare funding, Title IV-E of
the Social Security Act generally provides federal assistance to
cover the cost of "room and board" for children in foster care
(called a "maintenance payment") and special needs children in
adoptive homes (called "adoption assistance")16, the cost of the
state agency's administration and training (e.g., time spent in
court, connecting children with services, recruiting new foster
parents, training foster parents and caseworkers, etc.), and
funds to assist with independent living for youth who "age out"
of foster care.17 Title IV-B of the Social Security Act, Subpart
1, is generally considered to be very flexible and can be spent on
a number of child welfare related services.18 Subpart 2 of Title
IV-B - Promoting Safe and Stable Families - requires that at
least 20% of the money must be spent in four categories: family preservation, community-based family support services, time
limited family reunification services, and adoption promotion
and support services.19
The non-dedicated child welfare funding sources are:
Medicaid,20 TANF,21 and the Social Services Block Grant.22
Non-dedicated child welfare funding sources have the advantage of offering states more flexibility in how the funds can be
used.23 However, the availability of non-dedicated funds for
child welfare purposes is vulnerable to shifts in state and federal
priorities.24

children who are eligible.25 Unfortunately, eligibility for Title
IV-E foster care funds remains tied to an outdated eligibility
threshold for a cash welfare program, Aid to Families with
Dependent Children (AFDC), which no longer exists.
Furthermore, Title IV-E provides that foster children only
receive federal funding if the parents who allegedly abused or
neglected them meet the income guideline for AFDC in 1996.
By way of background, when the former AFDC program
existed, it had an automatic eligibility threshold for a number
of federal programs.26 If a child was removed from a family that
met the income eligibility for AFDC, that child would also be
eligible for Title IV-E foster care and adoption assistance.27
However when AFDC was eliminated as part of welfare reform
in 1996 and replaced by the TANF block grant, it was agreed
that foster care and adoption assistance would remain tied to
whatever the states had established as their AFDC income eligibility level on July 16, 1996.28 This link to the 1996 date is
sometimes referred to as the "look-back" provision.29 Because
the AFDC program was based on a complex system of eligibility requirements and because Congress has not updated the
income eligibility for Title IV-E foster care assistance since that
time, a large number of children in foster care are simply not
eligible for Title IV-E assistance because of their parent's
income.30
The "look-back" provision, tying eligibility for Title IV-E
to 1996 AFDC eligibility, has particularly deleterious effects
for Nebraska, which, in 1996, had an exceptionally low eligibility level relative to other states. To provide some context, the
eligibility for AFDC in Nebraska was only approximately $673
per month for a family of three in 1996.31 That means that if a
child today is removed from a home in which the household
income is more than approximately $673 per month, that child
is not eligible for foster care assistance under Title IV-E.

Other IV-E Requirements

Income Eligibility for Title IV-E

More than just income eligibility considerations tied to
AFDC, even though this may be the most significant factor,
affect whether a state receives a federal match for children in
foster care.32 In order for a state to receive a federal match
under Title IV-E, other requirements must be met as well.33
These requirements, generally the responsibility of the state
agency and court system, are intended to put in place important
protections for children and families and other mechanisms to
insure court oversight of child welfare cases. At the same time,
the requirements place some degree of administrative burden
on the state agency, which must not only see that the relevant
requirements are being met throughout the course of a case but
must also review files to assess whether they qualify and may be
submitted for Title IV-E reimbursement.

The federal government provides a matching amount of
Title IV-E funds to the state child welfare system but only for

Below are some examples of the various requirements for
IV-E reimbursement. Please note that this list is not exhaus-

Understanding Title IV-E and Nebraska's
Low Participation Rate
For most states, Title IV-E is a primary source of federal
funding for foster care. However, the eligibility requirements for
Title IV-E reimbursement are outdated and remain tied to the
income of the home from which the child was removed. In addition, other eligibility provisions require close attention to and
administrative oversight of a number of procedural protections
and court oversight requirements. It is likely that both of these
factors impact Nebraska's low level of IV-E reimbursement.
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tive, but is intended to give a general sense of the factors that
must be met for Title IV-E reimbursement.
For example, a child may be considered ineligible for Title
IV-E funds if:
• there is not a court order containing a "contrary
to the welfare"34 finding;
• the "contrary to the welfare" order was not the
first order sanctioning removal;

In addition to the above requirements, the following are
some additional factors that contribute to a Title IV-E eligible
child not being reimbursable. These additional factors are distinct from those listed above in that they are in a sense "curable"
or may change from month to month, whereas the requirements listed above may be considered "fatal" or have to be met
in the first instance.
• the child is not in a licensed placement;

• there is not a court order finding "reasonable
efforts to prevent removal" or that reasonable
efforts to prevent removal were not required;

• the custody order becomes invalid;

• the "reasonable efforts to prevent removal" finding was not made within 60 days from removal;

• the child is receiving Supplemental Security
Income; and

• the child is 18 years old or older;

• the child is no longer deprived of the care, guidance or support of one or both parents37

• the court fails to find "reasonable efforts" to
finalize permanency every twelve months;

• the child was not deprived of the care, guidance
or support of one or both parents during the
removal month;

As noted above, in order to obtain reimbursement for Title
IV-E, the state agency must insure that applicable requirements
are met and review files to determine whether cases are reimbursable. It is easy to lose Title IV-E funds if this responsibility falls on under qualified or overburdened staff charged with
handling these potentially Title IV-E eligible files.

• the relative family from whom custody was
removed did not meet 1996 AFDC income and
asset requirements;
• the child did not live with the relative from
whom custody was removed during the 6-months
prior to or during the removal month; and

In order to provide oversight of this process, the U.S.
Department of Health and Human Services performs "regular
systematic" audits38 of states' Title IV-E systems. The audit

• the child was on a trial home visit longer than
six months, without court extension.36
35
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reviews a small sample of files for documentation and verifies
that a number of eligibility requirements are met.39
Any Title IV-E payments made in cases determined to be
ineligible during the audit are assessed as a disallowance and
states must repay these funds.40 Nebraska was found to be in
substantial compliance on initial review in the most recent
audit in 2006, which suggests a more cautious approach in
Nebraska to claiming reimbursement for IV-E.41 It is possible
that some states may be more permissive in submitting cases for
IV-E reimbursement and risk repaying cases deemed ineligible
later, rather than potentially under-submitting cases in order to
avoid penalties.

child who needs protection . . . regardless of income."44 The
Partnership proposal recommends "federal, as well as state,
financial support for all children when they must be placed in
foster care by eliminating the income eligibility criteria applicable to Title IV-E, provided that state funds currently used for
foster care are reinvested in prevention and treatment services
for children who are at-risk of being or have been abused or
neglected."45 The chief difference between the proposals is that
the Pew Commission would convert Title IV-E training,
administrative, and child placement funds to a block grant
while the Partnership proposal recommends maintaining Title
IV-E as an open-ended entitlement, but separating administrative costs from casework services.

Improving Nebraska's Approach to
Foster Care Financing

The recommendations of these coalitions are available at:

Nebraska is disproportionately spending more state funds
on child welfare than it should and is not adequately utilizing
Title IV-E funds. Nebraska is missing out on federal dollars
and by doing so it is shifting the monetary burden of funding
child welfare to the state and allowing our federal tax dollars to
go to other states. Nebraska's system of foster care financing
could be improved by "delinking" Title IV-E and AFDC at the
federal level and by improving our administrative oversight of
eligibility requirements at the state level.

http://pewfostercare.org/research/docs/FinalReport.pdf

Pew Commission on Children in Foster Care:

Delinking IV-E Eligibility to AFDC
One likely reason Nebraska's IV-E participation rate is so
low is because Nebraska's 1996 AFDC eligibility rate is low in
comparison to other states. The maintenance of the link
between Title IV-E and AFDC is problematic not just for
Nebraska; "almost all administrators speak of declining Title
IV-E penetration rates because of it."42 One solution that has
been proposed to increase participation rates nationally would
be to "delink" Title IV-E eligibility from AFDC and instead
link IV-E eligibility to current TANF eligibility standards.43
However, this solution, referred to by some as "re-linking,"
would only update the income eligibility standard for Title IVE and would continue to leave many children ineligible.
Moreover, it would not address the fact that children's eligibility for federal foster care payments should not depend on the
income of the home from which they were removed. It is also
unlikely to significantly boost Nebraska's IV-E participation
rate significantly as Nebraska's TANF eligibility lags behind
many other states.
Two coalitions of child welfare advocates and organizations
at the national level - the Pew Commission on Children in Foster
Care ("Pew Commission") and the Partnership to Protect
Children and Strengthen Families ("Partnership") - have called
for the elimination of income eligibility for Title IV-E altogether. The Pew Commission report proposes a cost-neutral
method of delinking in order to "pay for foster care for every
T H E N E B R A S K A L AW Y E R
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Partnership to Protect Children and Strengthen Families:
http://www.clasp.org/publications/changes_cw_law.pdf
A step in the direction of delinking Title IV-E foster care
eligibility from 1996 AFDC levels was recently made when
Congress passed the Fostering Connections to Success and
Increasing Adoptions Act in September.46 This bill delinks
Title IV-E adoption assistance from 1996 AFDC and advocates
are hopeful that Congress will take the next step to delink Title
IV-E payments for foster care in future sessions.
If no change takes place, penetration rates will continue to
fall. With a falling penetration rate, Nebraska will have to seek
other funding sources like Nebraska has done with Medicaid
dollars in order to "compensate for the loss in Title IV-E
funds."47

Meeting Other Eligibility and Reimbursement
Requirements
While eliminating the income eligibility for Title IV-E
would likely have the most dramatic effect on raising
Nebraska's participation rate and participation rates nationally,
close scrutiny of eligibility determinations by the state agency
and other requirements by the legal system may also help to
raise Nebraska's reimbursement for Title IV-E.
State Agency
A potential solution to improving Title IV-E reimbursement could be in specially training dedicated staff whose
responsibility is to review these files. Nebraska has designated
specific workers to perform the Title IV-E eligibility functions
but this may not be enough.48 These workers may be overworked to begin with or, more importantly, not trained in
understanding the nuances of Title IV-E funding.
Here, Nebraska can learn from our neighbors in Iowa.
Iowa has made an attempt to carefully identify cases that are
NOVEMBER/DECEMBER 2008
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eligible for Title IV-E and, according to their website,49 has
been able to "serve more children with state resources by leveraging federal funding" through Title IV-E.50 In attempting to
improve their IV-E participation rate, Iowa has established a
Title IV-E eligibility unit where ongoing staff training is provided and supervisors conduct reviews to identify cases potentially eligible for Title IV-E funds.51 At least in part as a result
of these reforms, Iowa has been able to raise their penetration
rate from 28% in 2003 to 42% in 2008.52 Other states have
hired consultants to help them raise their Title IV-E participation rates.

financing system must provide funding and flexibility to states
for critical prevention, reunification and rehabilitative services.

Conclusion
Improving Nebraska's approach to foster care funding will
benefit the children of Nebraska who are the future of our state.
Leveraging federal funds for child welfare will free up more
state funds for programs that benefit not only foster children
but all Nebraskans. It simply makes good fiscal sense to leverage federal funds for the welfare of Nebraska's children.

Endnotes

Courts and Attorneys
Another possible improvement is to make sure judges are
making the necessary findings within the required timelines in
order to make a case reimbursable. One positive development
in this area was recently undertaken by the Nebraska Court
Improvement Project, which developed model juvenile court
forms that are in compliance with the Adoption and Safe
Families Act (ASFA) and Title IV-E.
These forms are available on the Nebraska Supreme
Court's website at:
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The utilization of these forms in juvenile cases will help
insure that, as a state, we are not losing federal funds due to a
lack of the appropriate findings being made within the given
timelines. Attorneys can also be of assistance by being aware of
IV-E requirements and advocating that cases move forward
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Other Critical Child Welfare Financing
Issues
Although the focus of this article is Nebraska's low Title
IV-E participation rate, this subject does not encompass all
child welfare financing issues of concern to Nebraska
Appleseed or other child advocates across the country. In particular, many advocates have noted that the existing federal
child welfare financing structure creates incentives for the
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