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Demographic Characteristics of Household Contributions: 1995 

Percentage of all Average Average percentage of 
respondents household household income given 

contribution 
73.4% 880 2.1% 

Gender 
Male 70.3 996 2.2 

Female 76.2 781 2.0 
Race 
White 76.6 907 2.1 
Non-white 54'.2 659 2.0 
Black 51.0 663 1.8 
Hispanic* 65.4 353 1.3 
Age 
18-24 ' 57.8 514 1.2 
25-34 66.0 520 1.4 

35-44 80.4 978 1.8 
45-54 80.8 1,241 2.5 
55-64 82.0 1,037 2.4 

65-74 ' 76.8 1,135 -3.9 
75+ 70.7 666 - 3.2 

fncome 
Under $10,000 47.9 207 2.7 
$10,000 - $19,999 ' ,66.9 332 2.3I 

$20,000 - $29,999 68.1 668 2.7 
$30,000 - $39,999 81.4 715 2.0 

$40,000 - $49,999 '" 83.5 . 572 1.3 
$50,900 - $74,999 94.0 1,042 1.7 
$75,000 - $99,999 86.8 1,720 2.0 

'$100,000 + 92.3 3,213 3.2 
Religion 
Catholic 75.7 508 1.2 
Protestant 74.1 969 '2:5 

Other 83.3 1,406 2.8 
None 49.3 848 1.8 
Marital Status 
Married 80.5 , 1,031 2.2 
Single 58.7 517 -1.3 

Divorced, separated, widowed 66.9 648 2.4 
Employment Status 

" Employed 78.6 968 2.0 
Full-time 79.2 956 2.1 

Part-time' 75.5 1,020 '1.6 

Not employed 64.8 710 2.4 
Retired 73.7 903 3.5 
Education Status 

, High schoj)1 or less 63.1 580 1:5 
'Technical, trade school" 

or some college 80.5 779 1.8 
College graduate 89.6 1,493 2.8 

wfl..;
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Source: Independent Sector, Giving and Volunteering in 1996 
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Among contributing households, demographic highlights include: 

• 	 Persons reporting religious affiliation reported contributing a higher percentage of their 
average household income than those with no religious affiliation (2.3 percent compared with 
1.1 	percent). 

• 	 Respondents 55 years of age or older gave above average percentages of their household 

income: 55-64=3.6 percent, 65-74=2.8 percent, 75 andup=3.7 percent. 


• 	 Retirees are the most generous giver~; in 1995, they reported giving an average of 4.1 percent 
of their household income to charitable causes. . 

• 	 College graduates reported the highest participation of all groups (82 percent). 



Record Type: Record 

To: Bruce N. Reed/OPD/EOP@EOP. Eric p, Liu/OPD/EOP.@EOP 

cc: Anna Richter/OPD/EOP@EOP 
Subject: charitable choice update 

Here's an updated side-by-side comparing House provisions ,in Watts-Talenfto Senate-passed Frist bill 
and welfare reform, along with status of discussions with House staff, 

~ 
faithSideXSide_050500. " 

Here's a note Cliff Kellogg sent Gene summqrizing the major issues • 
~ . 

faith0508-CCsumm.d 

And, I'll bring over a hard copy of marked up version of bill reflecting changes we expect Hous~ to make. 
We should get revised language tomorrow morning. I'd like to discuss with you because I think Gene IS 
going to start getting more involved in this. He's hearing some co'ncerns f(om Ds. 
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watts-Talent (Sec. 202) vs. Frist (Sec. 305) 
05/05100 DRAFT . 

Section 
1. 	 ,Bill status and 

summary 

, 
f-:;;--.... ............. 


2. Applicable 
statute 

3. Applicable 
programs 

4: Program 
definitions 

r-c'
5. Use of 

vouchers 

Watts-Talent (Sec. 202) 
The American Community Renewal Act 

, was introduced in House (HR 815) and 
.Senate (S.463) in February 1999 to 
target 100 poorest communities for pro-
growth tax and regulatory relief, 
Brownfieids cleanup and home 
ownership opportunities. 
Amends title V of Public Health Service 
Act. 

Substance Abuse Prevention and 

Treatment block grant onlY,($1.6B in 

FYOO,$1.631 proposed for FYO 1). 


Sec. 581(c) on p69, line 8 and 
Sec. 582(a) 9n p71, line 16 
Defines several terms to make clear the 
scope of the authority for religious . 
organizations and to explicitly authorize 
a voucher system. 
Sec. 581(c)(5)&(10) on p 70, line 1 and 
S~c. 582(a)(I)(C) &(D) on p71,line 20 
States can·fund religious orgs through 
graI!ts, contracts, cooperative, 

Discussion Status 

TENTATIVELY RESOLVED: House 
leg counsel in conforming definitions to 
SAMHSA law. We're waiting to see 
language. 

UNRESOLVED: Theyreject proposal 
to drop term "voucher"-since welfare 
law explicitly allows vouchers. We need 
to consult with HHS re: program 

Frist (Sec. 305) . 
The Youth Drug and Mental Health 
Services Act (S.976) was introduced in 
May 1999 and passed in November, and 
sent to the House. 'The bill reauthorizes 
SAMHSA and addreses need to help 
children deal with violence. 

Amends title V and XIX of the Public 

Health Service Act. 


Substance Abuse Prevention and 
Treatment block grant ($1.6B in FYOO, 
$1.631 proposed for FYO 1) & substance 
abuse compt;titive grants ($361M in 

, FYOO, $401M proposed for FY01). 
Sec.1955(b) 
Generally requires states to consider 
religious organizations among other 
nongoyemmental providers to provide 
services. 

Silent on vouchers. 

Comments 
HHS supports the Frist bill 

' . 

Welfare law allows VVU\;l1cr::i" 

but SAMHSA law is silent. 
SAMHSA believes that one 
state (NM) and several substate 

implications. Also raises broader policy areas already use vouchers. 
where bene chooses the svc provider and 
agreements, Of voucherized assistance, 

concerns (we need to check re: . ' Education).the org is reimbursed .. 
Sec. 1955(a)(I) Prohibits discriminatIon Frist language is similar to' 

ation against 
RESOLVED: Agree to drop fmdings 6. Nondiscrimm Sec. 582(c)(J) on p72, line 18 

welfare law. 

religious 


section. of nongov'l orgs and individuals on basisFinds that the Establishment Clause 
of religion.doesn't require welfare programs to 

discriminate against faith-based 

providers or to censor relfg character. 


or~anizations. 
, 

"'-...... 
. 

" 
Sec 1955(b)(2) States can't discriminate Frist language is similar to 

Prohibits fed and state gov'ts from 
Sec. 582(c)(2) on p73, line 3 TENTATIVELY RESOLVED: Agree 

to add language saying law must be against relig orgs "so long as the welfare law. 
discriminating against orgs on basis of implemented consistent with programs ... are implemented in 'a 
religious character. Establishment Clause and the Free manner consistent with the Establishment 

Exercise Clause, ensuring that funds .Clause of the first amendment to the 
don't go to "pervasively sectarian" orgs. Constitution." 
Need.to see language. 

http:onlY,($1.6B
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S'ection . Watts-Talent (Sec. 202) Discussion Status Frist (Sec. 305) Comments 
7. Employment Sec. 582(e) on p74, line 3 TENTATIVELY RESOLVED: Sec. 1955(d) A relig org's exemption Frist language is similar to 

practices This section doesn't affect other federal Replace with welfare law language, from title VII of Civil Rights Act welfareJaw. 
or state laws relating to·discrimination in which refer to title VII Civil Rights Act allowing them to hire individual of a 
employment on basis of religions. exemption. particular religion isn't affected by receipt 
Exception relig orgs'can require of federal funds under this program. 
employees to adhere to religious beliefs However, Section 584(a) prOVISIon 
and practices of the org. making aid to individual rather than 

institution, may still cause a problem. 
They may see it as a way to get around 
the employment issue, although whether 
or not the organization receives federal 
funds has no bearmg on its' requirement 
to comply with Title VII. . 
TENTATIVELY RESOLVED: Agree Sec. I955( e) If an individual objects to Frist is similar to welfare law. 
to conform with welfare law so (1) states relig character of the org, the appropriate 
provide alternative provider, (2) relig gov'l entity must provide w/in reasonable 
orgsmust refer individuals back to state time period, equivalent svcs from an . 
for newplacement, and (3) individuals alternate provider that (s accessible to the 
must get list of option, including secular individual. 
placements. Need to see language. 
RESOLVED: Agree to drop due to Sec. I955(f) Relig orgs can't discnmmate Frist is similar to. welfare law. 
serious constitutional concerns with on basis of religion, a relig belief, a 
allowing organ~ations to require refusal to hold a relig belief, or a refusal 
beneficiaries to participate in religious to actively participate in religious 
practice. practice. 

UNRESOLVED: Limited audit is Sec. I955(g) 
consistent with welfare law, but it Same as Watts-Talent and welfare la\y. 
conflicts with Audit Act which 
subjects all federal government grantees • 
to identical audit rules. Prefer silence, 
but they want it in. 

11. Limitations Sec. 583(b) on p77, line 7 RESOLVED: Agree to drop. Sec. 1~55(i) Funds proyided t:ii.IU grant or Frist lapguage is similar to 
on use of Allows funds to be used for sectarian contract to a relig org to provide sub welfare law, prohibiting use of 
funds worship or instruction in cases where abu~e svcs can't be used for sectarian funds for sectarian worship, 

bene can choose where to get svcs such worship, instruction; or proselytization. instruction, or proselytization 
as voucherized assistance. 

12. Treatment of Section 584(a) on p77, line 13-19 UNRESOLVED: They will drop the N(A No similar language in Frist or 
funds Financial assistance provided to or on 2nd sentence, and clarify the 1 st sentence welfare law. 

behalfof program beneficiaries is aid to by striking "provided to or on behalf of 
beneficiaries, not orgamzations. Receipt program beneficiaries". 
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13. 	 Preemptionof 
State Laws 
and 
Constitutions 

14. 	 Educational 
requirements 
for personnel 
in drug 
treatment 
programs 

CommentsDiscussion Status 	 I Frist (Sec. 305) Watts-Talent (Sec. 202) 
of program services at an organization 
shall not constitute Federal fmancial 
assistance to the organization. 

"

" 

RESOLVED: Agree to drop. 
Allows federal funds to be expended in a 
religious facility or by a religious 
organization even if forbidden by state 
laws or constitutions gy segregating 
federal funds from state funds. 

Section 584(b) on p77, line 20 

Sec. 585(b)(1) on p78, line f7 
Require~ state or locals to treat religious 
education as equivalent to secular course ,,
work in drug treatment. Sec'y may 
waive statenocal qualifications for 

~applicant religious orgimizations. 
[Genie, I couldn't find sta!utory basis 
for this 2nd sentence.] 

This raises serious problems: (1) As 
written, this would apply to all 
substance abuse grants to public or 
pri";ate entities (per defmition of 
designated program) [ClifflPaul~ see 
if you agree with this reading. This 
was the objection we'd raised at the 
very beginning but I don't think 
they've fixed it. It's not something that 
OLC flagged but it appears to be at the 
minimum a drafting problem]. (2) 
Declaring that aid is to the individual 
doesn't have legal effect and 
determination should be left to the 
courts. 

They say this reflects their intent that 
aid is to help the indiyidual get clean 
and hope this provision will protect . 
organizations from Constitutional 
criticism that funds can't go to 
"pervasively sectarian organizations" 
though OLC thinks courts will make .' 
their own determination. They may also 
believe this would allow the 
org:3.nizatiQn to engage in employment 
discrimination on the basis of religion 
but we don't see how it would. 

TENTATIVELY RESOLVED: They 
will amend to specify that statenocals 
shall give credit for substance abuse 
education and training provided by the 
religious organization for personnel 
who provide substance abuse treatment 
in religious organizations. Also adding 
language that if State requires 
educational qualifications unrelated to 
substance abuse, religious education 

-

.. '. 

-

Under welfare law, nothing 
shall be construed to preempt 
state constitutions or state 

Silent. 

, statutes prohibiting or 
restricting expenditure of state 
funds in or by religious 
organizations. 

None. Nothing similar in welfare law. 



c"". 

CommentsSection' Watts-Talent (Sec. 2(2) Discussion Status Frist (Sec. 305) 
should be given equivalent credit 

Specifying training in substance abuse is 
an improvement Remaining concerns: 
1) Limiting to training provided by the 
particular organization may be too 
narrow [could be religious training in 
substance abuse provided by another 
entity, such as in the case of pastoral 
counseling) 

2) Still raises preemption issue and, 
unlike welfare law, they do not have a. 
non preemption clause [Paul/Cliff - I'm 
suggesting this for first time - what do 
you think? AK 

• 




••j. .'. • ,l~, 
.... ~. 

Charitable Choice 

These provisions would allow States to award federal funds to religious organizations for 
providing drug treatment services under the Substance Abuse and Mental Health Services 
Act (SAMHSA). The original ACRA language raised 14 issues in our first pass through 
the bill. At the staff level, we have negotiated what we believe are acceptable positions 
on m<;>st provisions, but have stated strongly that these must be reviewed by WH, OLC 
and HHS before final agreement. 

Outstanding Issues 

1. Characterization of Fed~ral Funds: Rs would like to adopt language that "Financial 
assistance under a designated program is aid to the beneficiary, not to the organization 
providing program services". The Rs have not fully clarified their intent here'- whether 
it's to try to avoid the Establishment or Free Exercise Clause, or to sidestep the statutory 
restrictions that nonn<,llly accompany the receipt of federal ,funds. They say they want to 
state for the record their intenttha~ the funds are designed to help people break addiction, 
not to support organizations. 

Neither the welfare refonn law nor the Senate-passed Frist substance abuse bill has this 
language. Rs had previously agreed to silence on this issue. OLC advises that courts 
would not accept this characterization without c~nducting their own examination of the 
. facts and circumstances. Thus, as a legal matter, this provision may not,have practical 
effect. However, the provision seems to state a philosophical political position that 
would raise objections from some quarters. ThE; Rs may see this as. part of a loriger-tenn 
stra,tegy to 'change the tenns of~he political discussion. . . 

Next: We can discuss this more fully with Rs to clarify their intent. We can seek 
further legal advice from OLC on how to curb the proposed language. However, 
we also need guidance on how to proceed . 

. 2. Educational Qualifications for Employment: In detennining educational 
requirements for personnel in SAMSHA-funded facilities, Rs want to specify ~haf (1) 
substance abuse training provided by the religious organization to its personnel shall . 
given the same credit as secular training in drug treatment, and (2) if the educational 
requirements include qualifications not specific to substance abuse treatment, then 
religious education and training shall be given credit equivalent to the secular education 
and training. 

Neither the welfare refonn law nor the Senate-passed Frist substance abllse bill has this 
hmguage. We have three major concerns: . . 
~ First, to assure that the traIning is related to substance abuse and is of acceptable quality. 
~ Second, not to preempt any state law in licensing, an area where states have traditionally 

had'responsibili ty. 
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» Third, a test that preempts state licensing requirements only for religious organizations is 
particularly vulnerable·to a legal challenge. 

Reps. Scott, Edwards and Waxman have noted serious policy concerns. Rep. Scott 
submitted letters from professional, religious and civil liberties groups exmessing 
concern over undermining treatment effectiveness and that drug treatment is a medical 
service requiring scientific knowledge that is not comparable to religious education. 

Next: We can work to further narrow the language, or we can push back hard on 
the entire provision. 

3. Use of Vouchers: Rs would like. language that permits SAMHSA assistance to come 
in vouchers for eligible beneficiaries to redeem at qualified service providers. 

The underlying SAMHSA statute is silent on vouchers. The Rs want the Welfare Reform 
Act provisions. The Senate-passed Frist substance abuse bill does not authorize 
vouchers. 

Next: This raises broader policy concerns, including possible implications for 
school voucher debate (don't know specifics here). We would also seek HHS's 
input on the programmatic impact. 

Other important issues that may not require policy decisions: 

4. Employment practices: The Rs seek language that says receiving federal funding 
under SAMHSA would not alter religious organizations' existing exemption from Title 
VII anti-discrimination laws. This long-standing exemption allows organizations with a 
"primarily religious purpose" (caselaw) to discriminate on the basis of religion in hiring. 
In Bowen v. Kendrick, 487 U.S. 589 (1988), the Supreme Court held that organizations 
that are "pervasively sectarian" cannot receive federal funds. In combination, these 
provisions imply that an organization that is not pervasively sectarian, but is nonetheless 
exempt from Title VII because it has a primarily religious purpose, could discriminate in 
hiring on the basis of religion. 

We have pointed out where the original ACRA language went beyond the WRA. We 
believe Rs would accept the WRA language. Although these provisions were inserted too 
late in the Welfare Reform debate to get full hearing, they have subsequently corne under 
greater criticism. Therefore, agreeing to WRA language would still be vulnerable to 
criticism. Furthermore, according to OLC, constitutional law is not settled on this precise 
point, viz., whether religious organizations with a Title VII exemption 'that receive federal 
funds may discriminate in their hiring. Legitimate legal arguments can be marshaled for 
both positions. 

We are inquiring with HHS (under Welfare Reform) and HUD (section 202 Elderly 
I 
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Housing) whether any grantees currently fit this description (Salvation Anny?). 

5. Limited Audit procedures: In cases where religious organizations segregate federal. 
funds from the organization's other funds, Rs would like to limit feqeral audits only to . 
the segregated funds. 

We are concerned that this violates the Single Audit Act which subjects all federal 
government grantees 'to identical audit rules. We prefer silence, but they want it in. A 
similar provision is in WRA. 

'\ 



~ ~ . -.......,~,' 

h' 

verz-'1 CLo~ tiJLD 
.......-....~,.. ~ .... -- --==- . -..... 

....-fO· .......---

GS 

2 J\mNT.-The term "unit of general local govern

3 ment" has the meaning given the term in section 

4 102(a) of the Housing 'and Community Development 

5 Act of 1974. 

6 (12)' UNOCCUPIED.-The term "unoccupied" 

7 'means, with respect to a residential property, that 

8 
•

the unit of general local ~overnment having jurisdic

9 tion over the area in which the project is located has 

10 certified in writing that the property is not inhab

11 ited. 

12 SEC. 202. PREVENTION AND TREATMENT OF SUBSTANCE 

13 ABUSE; SERVICES PROVIDED TlffiOUGH RELI

14 GIOUS ORGANIZATIONS. 

15 Title V of the Publicllealth Service Act (42 U.S.C. 

16 29Qaa et seq.) is amended bY,addirig at the end the follow

17 ing part: 

18 "PART G-SERVICES PROVIDED THROUGH RELIGIOUS 

19 ORGANIZATIONS 

20 "SEC. 581. APPLICABILITY TO DESIGNATED PROGRAMS. 

21 "(a) DESIGNA'l'ED PROGRAMS.-Subject to sub

22 section (b), this part applies to, each program under this 

23 Act that makes' awards of Federal financial assistance to , . 

24 public or private entities for the purpose of carrying out 

25 activities to prevent or treat substance abuse (in this part 

.IIR 815 III 
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referred to as a 'designated program'), Designated pro

2 grams inelude the' program under ~mbpart, II of part B 

3 of title XIX (relating to formula bl'1'ants to the States), 

4' "(b) I.JIMI'l'A'l'ION,-This part does not apply ~o any 

5 award of Federal financial assistance under a designated' 

6 pl'og1:'am for a purpose other than the purpose specified 

7 in Rubsection (a). 

8· "(c) DEFINITIONS.-For purposes of this part (and 

9 subject to subsection (b»: 

10 f'(l) The term 'designated award' recipient' 

11 means a public or private entity that has received an 

12 -award under a designated program (whether the 

13 award is a designated 'direct award or a designated 

14 sub award) , 

15 "(2) The term'qesignated direct award' means 

16 an award under a designated program that IS re

17 ceived directly from the Federal Government. 

18 "(3) The term 'designated subaward' means an 

19 award of financial assistance made by a non-Federal 

20 entity, which award consists in whole or in part of 

21 Federal financial assistance' provided through an 

22 ' award under a designated program. 

23 "(4) The term 'designated program'has the 

24 meaning given such term in subsection (a), 

.HR 815 IH 
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"(5) The term 'financial aRsist<ll1ce' means a \ 

2 , grant, cooperative agreement, 'contract, 01' 

3 voucherized assistance. 

4 "(6) The tern1 'progTam beneficiary' means a.nt

5 individual who receives pr0gJ'am services. 


6 "(7) The term 'progr'am participant' has the 


7 meaning given such term in section 582(a)(2), 


8 "(8) The term 'program services' means treat~ 


9 ment for substance abuse, or preventive services re~ 


10 garding such abuse, provided pursmint to an award 


11 under a designated program. 


12, "(9) The term 'religious organization' means a 


13 nonprofit religious organization. 
 ! 

14 "(10) The term - 'voucherized assistance' 
~: : 

15 means

16 "(A) a system of selecting and reimbursing 

.17 program services in which

18 "(i) the beneficiary IS given adocu~ 

19 , ment or other authorization that may 'be 

20 used -to pay for program services; 

21 "(ii) the beneficiary chooses the orga

22 nization that will provide services to him or 

23 her according t? rules specified by the des

24 ignated award recipient; and 

\",~'I",t +"'J ~ 
) t:, .- 5Irv'. ,\;V'\ \'"Q 

We ((.I'\>i Ie hyN' 
lo,,,Vv>' 'Y t2 ' 

-
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I "(iii) the organization seleeted by the 

2 beneficiary is reimbursed by the designated 

3 award recipient for program servwes pro

4 vided; or 

5 "(B) any other mode of financial assist


6 aI1Ce to pay for program services in which the 


7 program beneficiary determines the allocation 


8 of. program funds through his or her selection 


9 of one service provider from among alternatives. 


10' "SEC. 582. RELIGIOUS ORGANIZATIONS AS PROGRAM PAR· 


n TICIPANTS. 


12 "(a) IN GENERAL.-· 


13 "(1) SCOPE OF AUTHORI'l'Y.-Notwithstanding 


14 any otherproVlslOn of law, a religious 


15 organization- . 


16 "(A) may be a designated award recipient; 


17 "(B) may make designated subawards to 


18 other public. or nonprofit private entities (in


1'9 cluding other religious q!ganizations); 


20 "(C) may pr?videforthe provision of pro


21 gram services to program beneficiaries through 


22 the use of voucherized assistance; and 


23 "(D) may be a provider of services under 


24 a designated progr'am, including a provider that 


25 accepts voueherized assistance . 

•mt 815 IIi 
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"(2) DE1"INIT1()N ()F PlwcmAM PARTICIP1\NT.

2 l~or purposes of this part, the tenll 'prol"ri'am partici

3 pant' means a public or private entity that has re

4 eeived a designated direct award, or a designated 

subaward, regardless of whether the entity provides 

6 progTam services. Such term i11cludes an entity 

7 whose only participation in a designated program is 

8 to provide program services pursuant to the accept

9 ance of voucherized assistance. 

'''(b) RELIGIOUS ORGANIZATIONS.-The purpose of 

11 this section is to allow religious organizations to be pro

12 gram participants on the same basis as any other non-' 

13 profit private provide;" Without impairing the religious
/'" ., 

14 character of such organizations, and without diminishing 

the religious freedom "of program beneficiaries. 

16 "(c) NONDISClUMINA'l'ION AGAINS'l' RELIGIOUS 

17 ORGANIZATIONS.

18 "El)PI?<DIN'<iS. The Gongt'ess filtds that the 

19 establishment clause of the first amendment to the 

Oon~ttttttion of the United States does not l'equiI'C ' 

21 that 

22 "(l,,) Eloeial welfare progTams disel'iminate 

23 ...against faith bas<:ld providers of sen4oos1 -eI' 

24 "(B) fn:itlr-lM~ed providers of sOf'vioml, as a> 

IH'lII'<:lquiFJit<:l to pal'tieipation in li'@d@ral pro

.1IR 815 III 
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20 

25 

{:!;l'<tlll>:, ltbandon their religiouR ehtu'twtet' tliit+

2 C(5m;oI' their I'(5liginm; expreFlFlion, 

3 "(2) NONDIHClUMINA'I'ION.-Religious organiza~ 

4 tions are eli!:,rible to be pr'ogram participants on the 

. ;;;;ame basis as any other nonprofit private organiza

6 tion. Neither the Federal Government nor a State 

7 receiving funds under such programs shalldiscrimi

8 nate against an organization that is or applies to be \:-

. . h b . h ttl . \.J\:~ wv~ ~ 9 a program partICIpant on t eaRlS tale orgam~ SMjl,;:r rvvwt ~ 

'h I"hzatlOn as a re IgIOUS c aracter. 

11 "(d) RELIGIOUS CHARACTER AND FREEDOM.

12 "(1) RELIGIOUS ORGANIZA'l'IONS.-Except as 

13 provided in this section, any religious organization 

14 that is a 
, 

program participant shall retain its inde
. . ' . 

pendence from Federal; State, and local government, 

16 including such organization's control over ,the defini

17 tion, development, practice,and eXpression of its re

18 ligious beliefs, 

19 "(2) ADDITIONAL SAFEGUABDS.-Neither the 

Federal Government. nor a State shall require a'reli

21 gious organization 

22 "(A) alter its form' of internal· governance; 

23 or 

24 "(B) remov~ religious art, icons, scripture, 

or other ·symbols; 

-1m 815 III 
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in or'del' to be a program participant. 


2 "(e) NONDI8ClUl\HNATIOl\' IN EMPLOYMENT.-. 

3 "(1) IN GI~NERAL.-Except as pr:O\~ded in para

4 graph (2), nothing in this section shall he construed 

to modifY or affect the provisions of any other Fed

6 eral or State law or regulation that relates to dis

7 crimination in employment. on the basis of religion. 

8 "(2) EXCEPTION.-A religious organization 

9 that is a program participant may' require that an 

employee rendering programs services adhere to-

II "(A) the religious beliefs and practices of 

12 such organization; and 

13 "(B) any rules of the organization regard

14 ing the use of drugs or alcohol.' 
( .", , 

H(f) RIGHTS OF PROGRAM BENEFICIARIES.-~Vith 

16 respect to an individual who is a program beneficiary or 

17 a prospective program beneficiary, if the indhridual o~jects 

18 to a program participant. on the basis that the participant. 
. ) 

19 is a religious organization, the following applies: 

21 

22 

23 

24 

"(1) H the or gtl:l'l:b~ttti~m I'cecft'cd a designateS. 

direct av/ard, the~~zati()i.~ shall arrange for the 
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3 ptU'tieipcmt. , 

5 pursuant to voulIhel'i7..ed assistuml.8, tho deRigrl-ated 

6 i:PNtwd r~QipioR:t that or~or.ates the ,\IEluehcflll3ea tt9Stet

7 :,lnc@ PI'ggr!.Ul1 ghall arrangg fgl' th@ individHal to re

8 c@ill(~ tho program serviees through an alternative 

9 pF9¥ider. 

10 ' « (4) Arrangements under. any of paragraphs 

11 (1) through (3) with an alternative' 'entity shall pro

12 vide for program ,services the monetary value of 

13 which is not less than the monetary value of the pro

14 ~am services that the individual would have re

15ceived from the religious organization involved. 

16 "(5) NONDISCRIMINATION.

17 "(A) IN GENERAL.-Except as provided in 

18 subparagraph (B) or as otherwise provided in 

19 law, a religious organization that is a program 

20 participant shall not in providing program serv

21 ices discriminate against a probrram beneficiary 

22 'on the basis of religion' or religious belief. 

23 "(B) LIMf'lWl'lON. A t'eli~6~8 (wganiEtt. 

24 titm that ij;; a pI'ggr~ III pal·tigipant m~I i'equire 
" 

25 n progI'am h~m@ficiaI'Y "Ilila hag eh~et~d in a~-
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'1 UOl'dall(W with p;lI'(~graph' (1) to l'€-lc(,Iiv(,l prognull 

2 ~el"\riee.R frOlTt Rneh OI'g't.nil'itition 

"n '1 '" " r' ."3 1 to ',)('1-Dr(> y pmtwlpat(> m I'P 19lOm; 

4 . rwaeaee, J.'<'Ol'ship, and im,tluction; and 

,5 "(ii) to follow rules of beha;viQI' d@.

.6 vised by th'=l organi:mtions tHat aI'e' 1'(,Ili 

7' gio'..u;; in tlOnteHt Ol'origlH. 
•

8 //(g) FISCAL ACCOUN'l'ABILITY.

9' /~(1) IN GENERAL.-Except as provided in para

IG graph (2), any religious organization that is a pro

11 gram participant shall be subject to the same regula~ 

12 tions 'as other recipients of awards of Federal finan

l3 cial assistance to account, in accordance with· gen

14 erally accepted aUditing principles, for the use' of the 

15 funds provided under such awards. 

16 //(2) LIMITED AUDIT.-With respect to the, 

17 award inyolved, if a religious organization that is a 

18 program participant maintains the Federal funds in 
, , . 

19 a separate account from non-Federal funds, then 

20 only the Federal funds shall be subject to audit. 

21 //(h) C0l'1PIJIANCE.-With respect to compliance with 

22 . this section by an agency, a religious organization may 

23 'obtain judicial review of agency action in accordance with . 

24 chapter 7 of title '5, United States Code . 

w(W\;r h l:-.uf; 
S-lMfV'l ~ . 
we,~ re.f15'{~. 
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. I 

"SEC. 583. LIMITATIONS ON USE OF FUNDS FOR CERTAIN 

2 PURPOSES. 
. . 

3 "(a.) IN GE:NE:RAL.-Except a.s pr!-)Vided in subsection 

4 (b), no funds pruvided directly to an entity under a des

5 ignated program shall be eJq)ended for sectarian worship 

6 or instruction. 

7 "(b~ filXegp't'H'u. £ullflcetion (0;) shall noi; arl1ly to .\}.'\ ~ \ r\'cl'r (f) 
8 <ls:aistiilPf'e prmricled to or OIl llQllalf gf iii. prGg:IiQHl BOllE! 

9 fieia:tJ' if the·ben:efictllflJ' Ilttly ~ftoose ..,¥l1:eJ"e 'fUffift ft8Bi8~@e 

1() is redeemed' or alloeatstl:.· 

11 "SEC. 584. 'ADMINISTRATION OF PROGRAM .MID TREAT

12 MENT OF FUNDS. 

13 "(a) :FUNDS NOT AID To'INS'l'I'l'U'l'IONS.-Financial lMtl ft0~s:e..a.D 
14 assistance under.a designated program provided to 

~ht':UIW· 
or An.~M ~.-to 

. 

15 b8half of program BonefieiaPies is aid to the beneficiary"".:·, IJ PI~J-~rR/tJ.... 
16 not to the' organization providing program services . ...!Iltte 

, . 

17 Ieceip t by It prOgI'llffi benefiei:6:l"Y Of PFQg:I'am, seI'vigQ£ at 

18 the facilities of the organi~ation shall not eonstitttte Ped 

19 'eral finaneial assistance to the oFganiS3ation involved. 
I 

20 '"'(b) PnOmmCf'IOH on £tpM'I3 DISOn,IMIHA'1'IO~t I~l" 

21 ~I~ OF'· Pmms. l'tO pt·tWision in any £tate BQl1stitutiOll, 

22 or £tate law shall hQcon~trucd to prohibit the eXIwucliture 
. " ' 

24 giotls facility 01' hy u rcligiomJ organi~ation that ilS (), pI'Q

25 gr am pat ticipttnt. If ft Stllte law 01' eomltitu,tion would pre

26 ~IIt the expenditure of 8tate or 'loeal public fuud-s-+nSllch 

.llR 816 IIi 
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'!l fa<::i!ity or by ~'Jeh em ()I'ganij~at;i()n, 1ihen the gttt.t;e-..ef' 

2 IO"'j~1 gOH(mn;n,(wt ,'h:.:lU ~41gi'('gi;l1"P 1I'lw--~Qd(,ll'lil ftu~{hJ frmH 

3 8tlltl\ Of' other' publie R1Hflfl for fRU'pOiO>ij£ of oarl~ng out 

"SEC. 585. EDUCATIONAL REQUIREMENTS FOR PERSONNEL 

6 IN DRUG TREATMENT PROGRAMS. 

7 "(a) FINDINGS.-The Congress finds that

•8 "(1) establishing formal' educational qualifica

9 tion for counselors a~d otl~er personnel in drug 

treatment pr06'1'ams may un~ermine the effective

11 " ness of such programs; and 

12 "(2) such formal educational requirements for 

13 ,counselors and other personnel may hin~er or pre

14 vent the provision of needed drug treatment services. " 

"(b) IJIMITA'l'ION ON EDUCATIONAL ;REQUIREMENTS 

16 OF' PERSONNEL'.

17 "(1) TREATMEN'l' OF RELIGIOUS EDUCA'l'IbN.

18 If any State or local government that is a, program 

19 participant imposes formal educational qualifications 
, 	 \ 

I 

on providers of program servIces, including religious 

21 organizations, such State or local government shall 

22 treat religious education and training. of personnel ~O~~~J 
23 as having a critical and positive role il~ the delive~y l~c.tr;+oC0 

-tu \'C-h~ qy~tArtl~ ~YV,J-
24 of program services. In applyingAedul:!atiomrl quali- ~ 1\'\~ , 

""fw ~I~ s«v.,s /1i.11 tL a1olLl>(:"~ .AJ.iy\OJ~ ~~('i:
fications for personne}\ in relihrious organizations, \fIAN~V \l-l Ja:tcrt' 

~ tNl)'~'\A cJZ...; 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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such Stat<:; or local government shall t-,rive creclit for . 
?V-~~(.r.,()..bu~ . , , ~~V\~\o;1 tk Kt":l\A~ 61"jo-",~

I'OhgIOllfwducatlOn and trammg: equlvalent to credIt 
, ~ 

given fO!' secular' c~mrse ,work in drug treatment fW 

tmy other Reedar fi\ll~~eBli that, is of similal" ~ 
, ,\t: ~. ~dvJ,c~ ~~~\s ~)~6..\-Av;(~ b~$~ 

level ami dnratHffi, " "'~~-('AAc~ 4. ~<..~::JtV>t 
~ fl'\)"\c;t14 SIAbS~4 ~.J~:\"I S..,p.,,;... l iC, .fu )\),.L?s.W uv . 
" "(2) BJ~8TRIcrl'ION OF DISClUMli\A'I'ION RE-' J'.:~trt'~... 

K-~~~C~
QUIItEMENTS.- ",t\J,., +n.v't\.lvS slt.roUJ 


I» ~ \..~ crt&..0: 

H(A) IN UENERAI...-Subiect to p'ara,o'1'·a.ph (j I 

0) OL e:~(M.V~ ~ 

(l),a' State or local government that is a pro- x~ eJ..l,u:a..~ 
~ fro,.i." I ~ (\(l+

gram participant may establish formal edu~ ~lo."kJ ~ s~~ (,Il/ 

c>J,~ 5Pv'~, 
cational qualifications for personnel in organiza~, 

tions providing program services that contribute 

to success in reducing drug use among program 

beneficiaries. 

H(E) EXCEPTION.-The Secretary shall 

waive the application of any educational quali

fication imposed under subparagraph (A) for an 

individual religious organization,' if the Sec-, 

retary ,determines that- ',. 

H(i) the religious organization has a 

record of prior successful drug treatment 

for at least the pr,eceding three years; 

H(ii) the educational, qualifications. 

have effectively barred sllch i'eligious orga~ 
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niz;ation from becoming a progTam pro

2 
 vider; 


3 "(iii) the organization has applied to 


4 the Secretary to 'Naive the qualifications;' 


and 


6 "(iv) the State or local gov~rnment 

, 


7 has failed to demonstrate empirically that 


8 the educational qualifications' in question 


9 are necessary to the successful operation of 


, a drug treatnient program."; 
""-""'- --,...-'-------~ ---~"~---."-~.--- ..". 

---~RA CREDIT FOR .INVESTMENTSIN COMMuNI~ '. ',"'--" 

12 DEVELOPMENT ORGANIZATIONS LOCA~IN 
/ . 

" / 

13 RENEWAL COMMUNITIES. , / ' 


14 Section 804 of the Community ~estment Act of, 


1977 (12 U.S.C. 2903) is amende" adding at the end 


16 the following new subsection: . 


17 CERTAIN COMMUNITY DEVEL

18 OPMli:N'l' ORGAN~ IONS.-In assessing and taking into 


19 account, undel'~ubsection (a), the record of a regulated 


financiaU~tution, the appropriate Federal financi~lsu-

J . ,,

21 per'¥il<>ry agency may consider, as a factor, investments 


22 ,"~he institution in, and capital inyestment, loanpartici
.y,..f • . 

23 pation, and other venturesunde~taken by the institution 


24 in" cooper'ation" with, ailY community development otgani ~ 


zation (as defined in section 234 of the Banlt Enterprise 


.UR 815 III: 
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S. 99; Summary 
INTERNAL WORKING DRAlfT-NOT TO BE DISSEMINATED 

, June 9, 2000 

These comments reflect initial reactions from DPC and very preliminary reactions from, 
HHS, HUD, White House Counsel, OLe. 

Title 1: Assistance to States in Providing Charity Tax Credits 
• 	 Section applies to states with a charity tax credit - a nomefundable credit against state income 

tax - or a comparable benefit. Qualified charities must be 501(c)(3), assist primarily poor 
people, and spend at least 75% of expenses on anti-poverty programs serving individuals and 
families below 185% of the Federal Poverty Line (approximately $21,225 for a family of 
three)'. Collection organizations (such.as United Way or Federal Combined Campaign) count 
as a qualified charity if donor designates in writing that contribution is to a qualified charity 
and which distributes 90 percent of its gifts and grants received that are designated for such 
qualified charities. 

• 	 States may ~se up to 50% of the federal funds provided under TANF, CCDE, SSBG, CSBG, 
LIHEAP, JTPA, and CDBG, for any purpose (presumably to offset state revenue lost through 
the charity tax credit). The total aggregate amol;lnt used for broader purposes is capped at 
100% of revenue lost from the charity tax credit. Any excess amount (state charity tax credit 
revenue losses above the 50% cap) can count toward state TANF MOE. 

• 	 Effective January 1,2000 (though presumably this would be updated). 

We believe this is extremely problematic because it would: 

• 	 Reduce total funding available to assist low-income families in a state by offsetting dedicated 
block grant funding to reimburse the state for revenue lost to the credit. 

• 	 Allow use of the funds for 'any purpose. ' 
• 	 . Divert funds from the stated purpose of the block grant to other purposes: CCDBG funding 

co.uld be used for ymergency shelter instead of child care. Depending on state choices, this 
could potentially divert tens of billions of dollars of federal funding for low-income programs 
to state coffers. (See table below.) . 

• 	 Spend federal dollars without accountability; no provision for needs assessment or outcome 
measures. There would be no contracts, no goals, no measurement of success, and no ability 
to decertify a charity for poor performance. 

• 	 Redistribute block grant funds within state without consideration of geographic need or block 
grantfoimula'. Federal anti-poverty programs were created in part bec~use poor communities 
were ngt able to provide services based solely on ability to collect local taxes, or ch'arit~ble 
contributions. Congress developed complex funding formulas based on assessment of need. 
A state would likely find that wealthier communities have a greater capacity to use charity 
credits - divertingblock grant funds from areas with great need. 

• 	 Create incentive for donations to charities on the ba,sis oflarger tax benefit (credit instead of the 
usual charitable deduction), interfering.with donor choice. Donors would be provided an 



incentive to give to 'qualified charities' diverting funding from the arts, education, etc. 

• 	 The definition of qualified charity is very limiting. Many charities do not currently - and wou~d 
not have the capacity to- determine incomeeligibility for all services. Many charities 

, 	 \ 

provide a mix of services to families and would not meet the requirement to spend a 
minimum of75% of total funds on 'poverty program expenses'. This is particularly true, 
since a maximum of only 25% of total funding is available foi all management, fundnl.ising, , 
services to families with income above the charity tax credit threshold, legislative advocacy, 
and legal services. 

• 	 Charities cannot count legal services or legislative advocacy as poverty services. 

• 	 In 1998, the reauthorizing language for CSBG gave states authority to use leftover administrative 
funds to pay for a charity tax credit. The charity tax credit language in CSBG is similar to 
the proposed language in S. 997. No state has taken advantage of that authority. 

Title II: Budget Offset 

Reduces the EITe to single, childless workers. ' 


Our understanding is thafthis might be dropped. 
'\ 

Title III: Tort Reforms 
Frees businesses ofliability for injuries or deaths caused by dona~ed equipment or at business 
facility except in cases of gross negligence or misconduct. " 

Our understanding is that this might be dropped. 

Title IV: Charitable Choice Expansion Act " , 

• 	 Religious organizatiot:J,s must be considered on the same basis as other nongovernmental 
organizations for any federal, state or local program (through grants, contracts, certificates, 
vouchers, or other forms of disbursement),as long as iinplemented consistent with 
Establishment Clause. 

• 	 The bill excludes programs under: section 14101 ofElementary and Secondary Education Act, 
Higher Education Act, Head St~rt, and Child Care and Development Block Grant. 

• 	 Funds provided through'a grantor contract can't be used for sectarian worship, instruction or 
proselytization. 1 

• 	 Religious organizations can require employees to adhere to religious tenets, teaching, and rules . , 
forbidding alcohol or drug use. 

• 	 Non-governmental organizations under contract with the federal, state or local government, that, 
can subcontract to other non-governmental organizations, have the same duties as the 
government but retain rights of a non-governmental organization. 



• 	 Religious organizations providing assistance through grants or contracts can't discriminate 
against beneficiaries in carrying out the program on basis of religion, a religious belief, a 
refusal to hold religious belief, or refusal to activ,ely participate in religious practice. If 
assistance is through voU(~her, certificate or other indirect disbursement, the organization 
c'an't deny anyone admission into the program on basis of religion, a religious belief, of 
refusal to hold religious belief (Similar to welfare reform, but distinguishing between type of 
disbursement coul,d be problematic.)' . 

• 	 ,State, or local funding for religious organizations can be' segregated or commingled with federal 
funds. (NoUn welfare 'reform or other ,bills.) , 

• 	 Religious organizatIons must segregate government funds into separate account, and only those 
funds are subject to audit. (Same as welfare reform.) . 	 \, 

, 	 , 

• 	 Religious organizations shall retain independence and can't be required to alter its form of 
governance or remove religious icons or symbols. '(Same as welfare reform and,agreed upon 
substance abuse language.) 

• 	 Accepting federal funds does not interfere with a ~eligious organization's title VII exemption 
under the Civil Rights Act which allows them to hire individuals of a particular religion. 
(Same as welfare reform and agreed upon substance abuse language.) 

• 	 If a beneficiary objects to'religious character oforganization, the appropriate federal, state or 
local governmental entity must provide accessible alternative organization in timely manner. 
The governmental entity must ensure that individuals are notifiedoftheir rights. (Similar to 
welfare reform and agreed upon substance abuse language.) , 

We believe this raises serious legal andpolicy concerns as follows: ' 

• 	 The bill vastly expands the scope ofcharitable choice, and does so in a way that raises 
constitutional concerns. Several provisions in this version of charitabie choice go beyond 
.provi$ions the Administration has accepted in the past. The agencies have not had an 
opportunity to assess how charitable choice might apply in a broad new array of federal. 
programs. Currently, charitable choice.has only been enacted for welfare reform and CSBG., ",' 
The Justice Department has said these particular provisions can and must be construed and 
implemented in a: manner that is consistent with the constitutional line between church and 
state. The Administration has agreed to' similar provisions in the areas' of substance abuse 
prevention and tre~tment. 

• 	 While the bill appears to exclude most children's programs, there may be others that are not 
. excluded. Applying charitable choice'to any program serving children raises particularly' ' 
~erious legal and policy concerns .. 



, , 
1"'. 	 :" .\ 

f '. , , . .,' " .• 

• , 	Allowing religious organization to require tht:ir employees to engage in religious practices may 
, nliseserious constitutional problems as well policy and politicat'p:t:oblems, and has not been 
included in ~y charitable choice bill signed by the President. A similar provision was 
irt~luded:in Watts~Talent as introd.uced, but was dropped from the charitable choice 
provisions negotiated by the Administration and Speaker Hastert. ' 

• The term "vouchers" raises policy problems in the' education area and WllS dropped from the: 
substance a~use charitable choice, provisions negotiated by t1)e Administration atid Speaker 
Hastert. . . 

. , 	 .' 

• 	 Implies that funds provided t~ough'vouchers, certifipates and other forms ofdisbuisement can 
be used for sectarian worship, instruction orproselytization. Allowing any funds for such 

. r~ligious purposes would raisesepous policy and legal concerns . 

•' ,,', '" 	 r 
• 	 It appears that the bill ' would have weaker non-discrimination protections for beneficiaries who 

participate through vouchers, certificates or other forms of disbursement. This may raise 
" constitutional concerns(?).· ' 

>", • .' 

." 	 'Unclear what the impact of the subcontracting provision would be, but it potentially raises 
constitutional issues (Larkin v. Grendel's Den),insofar as it allows religious organizations to 
make subawards. This was an issue ,the Administration worked hard to avoid in the 

, substance abuse charitable' choiceprov~sions negotiated with the House. 

, 	 , 

TitleV: Tax-free'Distributions from an Individual Retirement Accounts' 
, Ou~ understanding is that 'this might be dropped. ,. , 
';" 

Amends se~tion 408,'ofIRS Code of 1986. ,Chafitable i;listributions from an individual retirement 
plan to an organization described in section 170(c) or to a chaiitable trust, fund or annuity are not 

.included'in the individual's gross income. Charitable distributions that were'treated as an 
investment in the coritract are now treated as income under section. 664(b)(1). ' ". ' 

BACKGROUND FOR TITLE I 

Maximum potential funds that could be diverted from anti-poverty programs as result of Tltt'e I 
(if all states were to enact a charity credit that resulted in revenue lo~ses equivalent to 50%, of all 
affected block' grant funds and their TANF MOE) , , ,"; ..
Program FY2000 

" , Funding Lev~i1 

TANF block grant $16.689B 
Child care development block grant $1.182~ 
Child care entitlement " 

~67B 
SSBG ,', $1.775B , 
CSBG $593 



LIHEAP 
, 

/ $1.1B 
JTPA ' '. $5.4B 
CDBG '$4.8B 
Total $33.9068 
Up to 50% $16.953B 

-TANF MOE at 75% $10.426B' 
" 

TOTAL '$27.379B 


