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ABOUT CCWRO 

The Coalition of California Welfare Rights Organizations (CCWRO), located in 
Sacramento. is a nonpartisan. nonprofit legal services back-up center that 
provides legal representation, consultation and information to legal services 
programs and other persons referred to CCWRO by legal services field programs. 
CCWRO provides information on public policy issues that have an impact on low 
income persons. 

CCWRO's Board of Directors consists of current and former recipients of public 
assistance as well as concerned professionals. 
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HISTORY OF LUMP SUM INCOME 

The lump sum income rule was first proposed by then Governor, 

Ronald Reagan as part of his infamous welfare reform act. It was 

enacted into State law as a part of the Reagan Welfare Reform Act of 

1971, Chapter 578, § 24.4. Welfare and Institutions Code Section 11157 

was added, but never went into effect because it was inconsistent with 

federal law . 

The State law became effective after 1981, when Reagan passed his 

punitive AFDC cuts through Congress in legislation known as OBRA 

(the Omnibus Budget Reconciliation Act of 1981, P.L. 97-35.) TheOBRA 

Amendments created numerous horror stories and lawsuits. In re­

sponse to the lawsuits, Congress amended the federal law in 1985 to 

provide for the reduction of the lump sum income period in certain 

limited situations as a part of DEFRA (Deficit Reduction Act of 1985, 

P.L. 98-369). 

LUMP SUM INCOME 

Lump sum income is defined to be any income which is not a recurring, 

regular income, such as retroactive SSA benefits, real estate commis­

sions, inheritance or personal inj~y settlements, etc .. 

When a recipient receives a lump sum income, it is used as income 

either in the month that the family receives it, provided the client 

informed the county that a lump sum income would be received, or it 

would be prior month budgeted. This means that if the lump sum 

income is received in Octo;ber and reported on the November CA-7, it 

will be used commencing in the month of December. 

The number of months that a family is ineligible is determined by 

dividing the total amount of the lump sum income plus any other 

income received during that month, by the monthly AFDC grant. 

Lump su m income ineligibility periods can be shortened when some of 

the funds have been spent on medical expenses or other expenses which 

are found to be ''beyond the control of the family." 

Yl..:JrJJC Lump Sum Income Informatwn- Page 1 



We are attaching copies of the the federal and State laws and regula­

tions governing the lump sum income rule . 

WHAT CAN YOU ADVISE CLIENTS WHO KNOW 
THEY ARE GOING TO RECEIVE A 
LUMP SUM INCOME PAYMENT? 

Persons who know they will receive a lump sum income can avoid these 

regulations by closing their AFDC case before they receive the lump 

sum income . If the family tells the county welfare department they 

want to stop their aid because they are expecting a lump sum income 

and the lump sum arrived the next month, the county will consider it 

as lump sum income even though the case was closed before the 

recipient received the lump sum. 

Example : If the recipient closes the case on November 10th and informs the 

worker that the reason is that he will be recieving a lump sum and then 

receives the lump sum income on December 2nd, it will be counted as lump 

sum income upon reapplication. Alternatively, if tlte recipient closes the 

case on November 10th without telling the welfare department that they 

expect to receive a lump sum payment then receive a lump sum payment on 

or after December 2nd, it will not be used as income as long as the recipient 

does not reapply for AFDC before January 2nd. 

AFDC recipients do not need a reason to close their AFDC case. They 

can close and reopen their case anytime they want without having to 

explain why. 

WHAT CONSTITUTES RECEIPT OF 
A LUMP SUM PAYMENT 

Although the lump sum check may be at the lawyer's office, this does 

not mean that the recipient has received the check. The recipient must 

actually have the check in his or her possession and must cash it before 

it is considered available . Of course , the county will consider the check 

available if the recipient tells his worker, "I could pick up the check". 

Often,clients have a difficult time getting the money because the lawy er 

is in trial or out of town, etc. Thus, the client must wait until the lawyer 
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makes the money available. 

WHAT DOES THE CLIENT NEED IN ORDER TO 
REESTABLISH AFDC ELIGIBILITY? 

In order to be eligible for AFDC when the recipient reapplies, the 

recipient must keep verification of how the lump sum money was 

spent. Even though the county only needs to know that the recipient 

has less than $1,000 left, most counties often require recipients to verify 

how the money was spent. 

If the client does not have verification, then the county is legally 

required to accept the statement of the client, signed under penalty of 

perjury, as to how the money was spent, unless there is evidence to the 

contrary. See EAS §40-115.22. 

WHAT HAPPENS TO CLIENTS WHO RECEIVE A 
LUMP SUM PAYMENT WHILE RECEIVING AFDC? 

If the lump sum income will make the family ineligible for four months 

or less and the family does not receive AFDC due to unemployed 

parent, the family should be eligible for automatic Shaw benefits for 

three months if they have less than $1,000 at the beginning of the month. 

Welfare and Institutions Code Section 11057 provides that before aid is 

terminated for one type of benefit, the county shall determine if the 

family is eligible for any other kind of benefit, and, if they are, the 

countymustinsure that they receive uninterrupted benefits. This is not 

being done in California and needs to be challenged in court. In practice 

the family must reapply although DSS's policy is that such application 

can be done verbally. 

If the lump sum is being prior month budgeted, the family can request 

an 80% supplemental payment during the "payment month" no matter 

how many months the period of ineligibility (POI) has been determined 

to be. 
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Example: Ms. Bush and her child received a lump sum 

income of $2,140 on April 15th. This payment will make her 

ineligible for four (4) months. She reports this on her CA-7 

on May llth.Hergrantwill be suspended in June as itis the 

payment month, but she is entitled to an 80% Reduced 

Income Supplemental Payment(RIPS). She is entitled to 
her Shaw benefits in July, August and September because 

George abandoned the family and is not paying child 

support. 

Example: Ms. Baker and her child receive $3,745 in lump 

sum income. This makes them ineligibleforseven (7) months. 

The county will send her a notice of action stopping the 

AFDC grant. Ms. Baker can file for a fair hearing. Once she 

files for a fair hearing, she will receive aid paid pending the 

hearing. If the aid paid pending can take her to the point 

when she is eligible for her three month Shaw benefits, then 

she will most likely have to pay back the aid paid pending 

benefits by having her aid reduced by 10% a month. This 

can be viewed as an interest free loan. 

She may also request that her ineligibility period be shortened if she has 

spent the money on medical expenses not covered by Medi-Cal, or other 

expenses which were beyond the control of the farnil y. The regulations 

define "beyond the control of the family" to be expenses that include, 

but are not limited to, theft or loss of the money, or if the spouse runs 

off with the money. It does not include expenses for home repairs or 

repairs of appliances . 

If the client has reasons to shorten the period of ineligibility, the best 

thing to do is to file for a fair hearing just in case the worker does not 

approve the shortening of the ineligibility period. 

OTHER STATE DSS RULES FOR LUMP SUM INCOME 

County welfare workers make case-by-case decisions based not only 

upon the the state regulations, but they also rely on DSS' "policy 
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interpretations" issued by the DSS Welfare Programs Bureau. CCWRO 

has about 300 of these policy interpretations. We will receive all new 

policy interpretations from DSS and will update legal services pro­

grams regarding the policy interpretations that affect AFDC families. 

The following pages are verbatim excerpts from DSS policy interpre­

tations that may be helpful in understanding how the lump sum income 

laws and regulations are applied at the county level. 

1. Income from the sale of heroin­
Santa Clara-6/30/87 

Situation: Client has admitted she made 
$1,400 selling heroin (she has been ar­
rested). 

will probably be necessary to deny the 
application for July 1, due to not meeting 
the 185% or financial eligibility tests, but 
as of August 1 the applicant may be eli­
gible if the property limits are met. 

3. Lump sum received, family splits 
Question: Is this earned lump sum in- up--Yuba County-8/7/87 
come. or conversion of property? 

Answer: This is earned lump sum in­
come . The illegal nature of the enterprise 
is not a factor when applying the regula­
tions. 

2. Lump sum received prior to aid 
being authorized - Orange County 
-8/7/87 

Situation: Orange County states that the 
application date was June 19, 1987. "No 
action taken on application as of today 
(8/7 /87] (we are embarrassed!) We are 
now informed that the applicant received 
a lump sum on July 28. Aid is approvable 
effective July l." 

Question: Do we count this lump sum 
income, deny aid and compute a period 
of ineligibility (POI)? 

Situation: All are aided. The family re­
ceives a lump sum in June. Father and his 
kids leave the home on the first of July. 
She gave father $700 in July, which she 
contends was his share of the lump sum. 

Question: What do we do with this case. 

Answer: In the fath er's case, it appears 
acceptable to shorten his and his kids' 
POI based on one of the DEFRA provi­
sions (a POI is to be recalculated when a 
farnilymemberleaves with the lump sum; 
i.e., itis made unavailable). In this case, it 
would be appropriate to recalculate the 
POI for the father and his kids, based on 
the $700 they retained. There is no" con­
verse" provision to recalculate a POI 
when the original assistance unit (AU) 
size shrinks (i.e. lengthen the POI). 

4. Lump sum earned by full-time 
student-- Los Angeles- 9/1/87 

Situation : Child in AU who is a full-time 
student earned $11,000 by selling a grade 
champion steer. 

Question: How should this income be 
counted? 

Answer: No. If action has been taken on 
the application in the same month the 
lump sum was received it would have 
been appropriate to deny aid and com­
pute a POI, but the lump sum rule may 
not be applied in any unaided month. 
Even though aid would have been retro­
actively granted to July 1, it is too late to 
apply a POI because no authorizing ac­
tion was taken in July. 

Answer: Income retains the same ex­
empt/nonexempt status whether it is Assuming the lump sum was sizable, it 
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regular and recurring or lump sum. This 
income is exempt on a regular, recurring 
basis and is also treated as such in the 
lump sum computation (i.e. there will be 
no lump sum computation using this in­
come). Any income retained does revert 
to property on the first of the following 
month. 

5, Lump sum POI imposed by another 
state-Yuba- 9/4/87 

Situation: A client received a lump sum 
in another state which computed a POL 
The client has moved to California. 

Question: Does California honor and 
continue to impose the POI? 

Answer: No, the lump sum is treated as 
property in California to the extent that it 
is retained. 

6. Social Security Lump Sum received 
prior to receipt of SSI-San Joaquin 
County- 11/30/87 

Situation: An AFDC recipient received a 
lump sum income payment of Social Se­
curity (SS). The following month, she re­
ceived her first SSI/SSP payment. 

Question: Does the county count the SS 
lump sum income against the AFDC grant 
while she is receiving SSI? 

Answer: The recipient is an AFDC recipi­
ent until the month of receipt of the SSI 
payment. However, if SSA considered 
the Social Security payment when com­
putingthe SSI grant, we may not count it . 
If SSA did not consider it, it must be 
counted as lump sum income and a POI 
computed. 

7. Lump sum earned income from 
previous month-- ALJ- Ken Numara-
12/10/87 

Situation: Husband and wife both work. 
Between the two of them they received 6 
paychecks totaling $3,400 in December. 
($1,300 of this was for work performed in 
November, with theremaining$2,100for 
work performed in December.) An ALJ 
categorized the $3,400 as lump sum in­
come. 

Question: Was it correct to classify this as 
lump sum? 

Answer: No. It was regular recurring in­
come. February should be suspended if 
over 185%. 

8. Shortening POI for payment of 
medical expenses incurred prior to 
receipt of lump sum income. 
ALJ-Joe Lain- 2/19/88 

Situation: 44-207.442 says the period of 
ineligibility (POD is shortened when the 
family incurs/pays medical expenses . 

Question: Does this cover the use of lump 
sum to pay for a medical debt incurred 
prior to receipt of lump sum income and 
which has been long standing? 

Answer: No. The POI can only be short­
ened if the family incurs medical expenses 
during the POL Regulations imply cur­
rent expenses incurred while the family is 
ineligible rather than medical costs in­
curred before recipient received the lump 
sum. 

9. Anticipated Receipt of Lump Sum 
ALJ- 3/16/88 

Situation: Client knew he was going to 
receive lump sum so client requested 
discontinuance via CA 7(client asked for 
cancellation of mid-month warrant). Cli­
ent did not report anticipated lump sum. 
Client reapplied and then told the county 
about the lump sum. 

Question: County says lump sum rule 
applies. Is that correct? 

Answer: No! If he asked to be discontin­
ued due to anticipated receipt of lump 
sum, then there's a basis for applying 
lump sum rule. If no reason was given, 
then there's no basis for computing POI. 

10. Lump sum income of stepparent 
San Diego- 3/28/88 

Situation: Stepparent received a lump 
sum disability payment. 

Question: Is the stepparent's lump sum 

J{:PDC Lump Sum Income Infonnation- Page 6 



income countable income against the as­
sistance unit? 

Answer: MPP 44-207.41 l(a) addresses 
the treatment of lump sum income re­
ceived by a stepparent. It states that lump 
sum income received by a stepparen _t 
living in the same household but not in­
cluded in the assistance unit cannot be 
counted as lump sum income 44-207.4. 

11. Shortening the POI- ALJ- 4/20/88 

Situation: The county has established a 
POI. The client uses $800 for dental work. 
The $800 dental work was not covered by 
Medi-Cal. 

Question: Can the POI be shortened per 
44-207.442 based upon this medical ex­
pense? 

Answer: Yes. 44-207.442 says any medi­
cal expenses. Nothing excludes dental 
work from this provision . 

12. Retroactive Removal from FBU 
Sacramento-4/21/88 

Situation: AU of 3 (grandpa and 2 grand­
children). Grandpa receives lump sum. 

Question: Can CWD retroactively re­
move Grandpa with lump sum (which 
CWD can do if it were earned income), 
since Grandpa has no obligation to meet 
the needs of grandchildren. 

Answer: Yes. Since Grandpa is an op­
tional AU member as defined in 44-205.5, 
and we've long had a pro gram interpreta­
tion which allows for retroactive removal 
of optional AU members with no strings 
attached. 

13. Treabnent of lump sum 
Siskiyou-7/5/88 

Situation: Client received $2,700 on6/20, 
reported on 6/23. There is not time to 
give timely notice to discontinue the end 
of June. The period ineligibility begins in 
August. 

Question: Is July an overpayment month 
due to excess property? 

Answer: No, once you have used the 
lump sum to determine the POI, you don't 
look at it again for property until after the 
lump sum POI. At that time if the family 
has any of the lump sum left, you look at 
it as property. 

14. Treabnent of anticipated lump 
sum- Ventura-7/5/88 

Situation: Applicant applies 6/88. She 
cames in and says that she expects to 
receive a lump sum 6/29/88 . 

Question: Can she withdraw her applica­
tion and not have the lump sum counted? 

Answer:No.44-207.431(d)and44-207.432 
requires that the CWD deny the applica­
tion and.determine a period of ineligibil­
ity when .. a lump sum is anticipated. 

15. POI for children when parents 
leave- Sacramento-1119/89 

Situation: An intact family receives a 
lump sum. Mom and dad leave the kids 
with grandma and take off. Grandma 
comes in to request aid for kids. 

Question: Can co_unty pay aid for the 
children who are now living with 
grandma? Does t~e ~OI follow the kids? 

Answer: Normally, yes . However, 44-
207.443(a) provides for a shortening of 
the lump sum POI when the spouse leaves 
the home with the money. In this situ­
ation both parents left ~ home with the 
money. Therefore, the POI would not 
follow the children. 

16. Application for Shaw verbally is 
treated as an application--Kings- 5/8/89 

Situation: Client discontinued 4/30/89 
due to lump sum. 

Question: Does the client need to fill out 
a written application for Shaw or is a 
verbal request sufficient? 

Answer: A verbal request is sufficient. 

17. Treatment of income received from 
a recipient who "sold" his child. 
Yuba- 6/23/89 

J3..:PDC Lump Sum In.come Information.· Page 7 



Situation: An AFDC recipient sold his 
child to another family for $4,900. 

Question: How should the income re­
ceived by the AFDC recipient be treated ? 

Answer: Treat as unearned lump sum 
income. 

18. Shortening the POI by paying for 
medical insurance premiums--8/14/89 

Situation: An AFDC recipient used het 
lump sum income to pay Kaiser Insur­
ance Premiums. The client received the 
lump sum in March 1989and usedmon .ey 
to pay insurance premiums for the period 
January, 1986-June 1989. The clien~'s son 
apparently has an ongoing medica_l prob­
lem which has always been treateffby her 
doctor at Kaiser, and she used the lump 
sum to rein sta te the Kaisercov1:rage. MPP 
44-207.442 allows the POI to befil1ortened 
if the client uses the lump su~ to pay a 
"medical expense" . ~" 

Question: Would this also apply to Insur­
ance Premiums? 

~' 

Answer: Only those medical expenses 
incurred after receipt pf the lump sum 
can be used to shorted '"the POI. Because 
theregulationsdo nor~efi ne what type of 
"medical expense i( can be used, the 
Kaiser pre mi urns i11,curred after refceip t of 
the lump sum coutd feasibly be used to 
reduce'the POI. . · · 

19. Shortening foe POI because the 
lump sum was'intercepted by ms an d 
EDD -Placer County- 9/5/89 

Situation: AFDC recipien t won a law suit 
and was to r~cei ve a setUement of$14,000. 
$12,000 of the settlement ~~.sjntercepted 
by IRS for back taxes, and $2,000 was 
intercepted by EDD to repay an overpay ­
ment. 

Question: ·can the IRS and EDD inter­
cepts be considered to shorten the POI? 

Answer: No. MPP 44-207.443 states that 
the POI may be shortened when all or 
part of the lump sum becomes un avail ­
~ble to the family for a rea son beyond the 

;:-Control of the family. Acceptable situ-

ations include theft or loss of income, 
spouse leaves the home with the income, 
or the lump sum is spent on expenses to 
meet needs due to sudden and unusual 
circumstances of a life threatening na­
ture. The payment of a past debt is not a 
situation in which the regulations wou ld 
allow the POI to be shortened. 

20. Treatment of lump sum rece ived in 
the month of application--San Mateo-
9/12/89 

Situation: Client received a large lump 
sum paymenton8/3 and spent the money. 
On 8/8/89, the client applied for AFDC. 
The client did not rep ort this money to the 
CWD. The CWD authorized an Imm edi­
ate Need paymenton8/9. Asof9/12 /89, 
the CWD has taken no further action on 
the application. 

Question : Should the CWD determine a 
POI and deny the app lication due to the 
lump sum income, or should the CWD 
ignore the lump sum since it was received 
and spent prior to the application? 

Answer: If the CWD had been informed 
of the lump sum in the month of applica­
tion, the CWD would have been required 
to deny aid and determine a POI. How­
ever, because the CWD was not informed, 
and because regular application process­
ing results in authorization in the follow­
ing month, the lump sum rule is not ap­
plied. Lump sum rules are not in an un­
aided month. The fact the an immediate 
need paym ent was authorized in the ap­
plication month d oes not constitut e au­
thorization of aid and does not impact 
this determination. However , it will 
probab ly be necessary to deny the appli­
cation for August due to the client not 
meeting the 185% or financial eligibility 
tests. Client is potentially eligib le effec­
tive 9 /1 if all other eligibility conditions 
are met. 

21. POI cannot be shortened for loss 
of income in a business venture . 
Fresno-12/28 /89 

Situation: Client in POI du e to re ceipt of 
lum p sum income. Re-applied stating 
they lost all money in business loss. 
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Question: CWD action? 

Answer: Business loss not allowable rea­
son to shorten POL 

22. Lump Sum-Shaw benefits or 
Overpayment-Client choice-- Sutter-ti 
12/90 

Situation: Client discontinued in 1988 in 
another county for lump sum. Reapplied 
in Sutter county and was put on aid in 
error while in POI. Aid paid from No­
vember to January so far. 

Question: County action? 

Answer: Client can choose to have No­
vember through January be the SHAW 
months. If so, re-claim the aid and re­
notice the client. 

23. Treatment of lump sum for re­
placement of property--Lassen-1/27.J90 

Situation: Client sued to get insurance 
company to replace stolen jewelry. Re­
ceived compensatio n for jewelry value. 

Question: Is this considered lump sum 
income? 

Answer: No-amount received is replace­
ment for property and is treat ed in accor­
dance with 44-105.3. 

24. Treatment of Lump sum income to 
State-only cases-San Diego 1/25/90 

Situation: An AU consisting of a preg­
nant woman only receives aid under state­
only AFDC-U as specifie d in 44-205.64 
and 44-209.43. This AU received lump 
sum income. 

Question: How is the income treated in 
AFDC? 

Answer: The federal lump sum rule is not 
applied to State-U cases. When a lump 
sum is received by a State-only AU, the 
lump sum is applied as income in the 
month received. Any unexpended por­
tion of the lump sum is treated as prop­
erty beginning on the first of the follow­
ing month . 

25. Lump sum settlement conditions. 
Plumas- 3/23/90 

Situation: Client expec ts lump sum court 
set tlemen t. 

Question: Would a condition placed on 
the client's spending of the lump sum 
affect the lump sum computation? 

.'-:,. 
Answer: Yes. If restrictions are placed on 
the disposal of the lump sum by the 
provider of the lump sum so that the 
money cannot be used to meet the needs 
of the lump sum family, the lump sum 
computation is not done. 

NOTE: If you need 
an actual copy of one 
of these policy in­
terpretations or 
ha v e a question 
about treabnent of 
lump sum income, 
call CCWRO. 
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MY 

I PUBLIC ASSISTANCE TABLES I 
FOOD STAMPS 

M.u:. GROSS I 111.u:. GROSS I N11T I MAXIMUM 

P11as0 Ns I INCOME IN COMI! l NCOMII ll aNeF IT 

Eld JD is. L BVl!L 

1 823 648 499 99 
2 1103 869 669 182 
3 1384 1090 839 260 
4 1664 1311 1009 331 
5 1945 1532 1179 393 
6 2225 1753 1349 472 
7 2506 1974 1519 521 
8 2786 2195 1689 596 
9 3067 2416 1859 671 
10 3348 2637 2029 746 
Each add .. Plf' M>ll +281 +221 +170 +75 

STANDARD STANDARD 
DEDUCTION UTILITY 

DEDUCTION 
$112.00 I $121.00 

(maximum) -
DEPENDENT SHELTER 

CARE DEDUCTION 
DEDUCTION 

$160.00 $177 
(maximum) (maximum) 

AFDC 1r MEDI-CAL 

PEil 
MAXIM UM GllO>S INCOMI! 80% or MAl!<TENAN CH PROP ER TY 

SON 
A rn PAYM~!<T L1M.:r (185%) AFDC PBllS ONS 

Of NIIIW 
(MAP ) MAP 

LIMITS 

1 341 631 273 1 600 2000 
2 560 1036 448 2 750 3000 
3 694 1284 555 2 adults 934 3000 
4 824 1524 659 3 934 3150 
5 940 1739 752 4 1100 3300 
6 1057 1955 846 5 1259 3450 
7 1160 2146 928 6 1417 3600 
8 1265 I 2340 1012 7 1550 3750 
9 1366 2536 1093 8 1692 3900 

10 1468 2755 1174 9 1825 4050 
10 1959 

LL$12 Each Add . Person 

4200 

SUPPLEMENTAL SECURITY INCOME (SSI) 

~ : BLIND AGED OR 
DISABLED 

DISABLED 
MINOR 

INDIVIDUAL $704 $630 $499 

COUPLE $1,372 $1,167 
AFDC I FOOD ST AMPS 

PROPERTY 1 · Liquid Resources$i,OOO -, -- • $1,uuu ior househo!cts 
LIMITS • Motor Vehicle $1,500 with a member over the age of 60 

• $2,000 all other households 

NEED ANY INFORMATION ABOUT 
AFDC, FOOD ST AMPS OR MEDI-CAL? 
CALL US FOR IMMEDJA TE RESPONSE 

,. ' . 

;916-736-0616 
' · 

•1Wfuf.d ry lh< Coalitwn ef Coli/omia '11/dfar, 1iitJftts &9ani.La1i,,ns, / .., . 1901 Alhambra Bl vd, • S acramu1l o, • CA 95816 
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