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OMB CONTACT. Chris MUSTAXN (395-3923) 
secreta~'S line (for simple respoDses): 395-7362 

, 
SUBJECT: r---rHHS-Dra~t-Bin:-ComprenensivewerfareRaIm.,} 

1.----tand-Fam~ly_support-Amendm_~ of 1994;'· 

COMMENTS: Attached are titles IV, V, an4 VII of the welfare 
reform initiative. Additional components of the bill will be 
ciroulated in the Dear tuture~ 

OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB circular A-19. 

Please advise us it this item will affect direct spendinq or 
reoeipts for purposes of the the npay-AS-YOU-Go" provisions of 
Title XIII ot the omnibus Budget Reconciliation Act of 1990. 
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RESPONSE TO LEGISLA'I.'IVI! REFERRAL IIEIIORANDUM 

If your response to this request for views is simple (e.g., 
concur/no comment} we ·prefer that you respond by faxing us this 
response sheet. If the response is simple and you prefer to 
call, please call the -branch-wide line shown below (NOT the 
analyst's line) to leave a message with a secretary. 

I 
You may also respond by (1) calling the analyst/attorney's direct 
line (you will be connected to voice mail if the analyst does not 
answer): (2) sending us a memo or letter; or (3) if you are an 
OASIS user in the Executive Office of the President, sending an ' 
E-mail message. plea~e include the LRM number shown above, and· 
the subject shown below. 

TO: Chris MUSTAIN 
Office of Management and Budget 
Fax Number: (202) 395-6148 
Analyst/Attorney's Direct Number: 
Branch-Wide iLine (to reach secretary): 

(202) 
(202) 

395-3923 
395-7362 

FRO!!: (Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: HHS Draft Bill Comprehensive Welfare Reform 
and Family Support Amendments of 1994 

The following is the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX R&TURN of pages, attaohed to this,
z;esponse sheet 
, 
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TITLE TV-CHILD CARE 

SEC. 401. CHILD CARE FOR JOBS AND WORK PROGRAM PARTICIPANTS. 

(a) Guarantee While in WORK or JOBS Program.-- (1) Section, 

402(g) (1) (A) (1) (I) 'of the Acti" amended by striking out the 
I 

semicolon and insertin9!in lieu thereof ft{includinq employment 
,

under part G, or other required activities under such part):". 

(2) Section 402(g) () (A) (i) of the Act is amended-­

(A) hy striking out "(including participation in a 

program that meets the requirements of sUbsection (a) (19) 

and part (F)U, and 

(B) by striking out "approves the activity" and 

insertinq in lieu thereof "approves the activity as part of , 
the individual's e~ployability plan under part F (regardless 

of whether resourc~s are available to provide other services 

or pay for other activities to carry out such plan)"., 
(b) Transitional Child Care After Leaving Work Program.-­

(1) section 402(g) (1) (A) (ii) of the Act is amended 

immediately following "aid to families with dependent 
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children" by inserting nor waqes under the program under, 


part GU. 


(2) (A) Clause (iii) of section 402(g) (1) (A) of the Act 

is a~ended by inserting before the period at the end thereof 
,

"or wages under pa,rt Gil. , 
(8) Clause (iv) of such section is amended immediately 

after !laid to families with dependent childrentt by inserting 

"or waqes under part Gfl ~ 
i 

(c) Health and Safety standards; Continuity of Care,-- (1), 
For Recipients.--sectioh 402(g) (ll(A) of the Act is amended by, 
adding at the end thereof the following new subparagraphs; 

"(viii) Child care , guaranteed under this section, whether 

provided by a method pe~itted under subparagraph (8) or by means 

of an agreement under SUbsection (j) with the lead agency 
I 

designated under the Child Care and Development Block Grant Act 

of 1990 (hereafter referred to as the tCCDBG Act t ), must meet all 
, 

health and safety standards established by the lead agency (for, 
purposes ot: the CCDBG Ac't), and, in addition to any other 

requirements imposed pursuant to that Act I the state agency must 

assure (or any such agreement must p,rovide) that (i) all children 

whose child care is paid. for,"ln whole or in part, under this 
I 

subsection will be required to have received all immunizations, 
j, 

at the appropriate times~ as currently recommended by the 

Advisory committee on Immunization Practices (an advisory 
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committee established by the Secretary~ acting through the 

director of the Centers , for Disease Control and Prevention) as 

specified on the pediat~ic vaccines list referred to in section 

1928(&), and (ii) child,care providers 'used will take steps'to 
, 

assure that toxic substances, weapons, and any other items at the 

location where the child care is provided that could be harmful 

to younq children, will be secured and unobtainable by the 

children. 

U(ix) The State agency must furnish a certificate (or other 

documentation) by the director or other appropriate official of 

the lead agency that child care provided under this subsection 

will conform in all ways to the provisions for parental choice,, 
i, iunl i ~i ted parental access, handl~ng of parental compla nts, and 

~onsumer education, as ~ell as to all the other standards,, 
cr~teria, and requirements applicable to child care provided 

under the CCOBG Act. 

U(x) The State agency may, at its option t provide or 

authorize the provision of child care (and if it exercises this 

option, shall so advise the 'lead agency designated under the 

CCOSC Act, if it has an agreement with such agency under 
, 

subsection (j) to a child whose family has been referred 

pursuant to paragraph (~)(A) for such periods of time as are 

necessary to' assure con~inuity of care or the benefits of the 

child development pro9'r~m, even thought for such periods, the 
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individual whose participation in the program under part F or 

part G or whose employment is enabled by the child care may have 

temporary interruptions. in employment or trainin9~n~ 
, 

(2) For At-Risk Farnilies.--ssction 402(1) of the Act is , 
I

amended by redesignating paragraphs (5) and (6) as paragraphs (8) 

and (9), respectively, and by inserting after paragraph (4) the 
I 

following new paragraphs: 

U(5) Child care p~ovided under this subsection, whether 

provided by a method permitted under paragraph (2) or by means of, 
an agreement under subsection (j) with the lead agency designated 

under CCDaa Act, must meet all health and safety standards 

established by the leadjagency (for purposes of the CCDBG Act), 

and t in addition to any: other requirements imposed pursuant to 

that Act, the state agency must assure (or any such agreement 

must provide) that (i) ~ll children whose child care is paid for,, 
, 

in whole or in part, un~er this subsection being will be required 
, 

to have received all immunizations, at the appropriate times l as 

currently recommended by the Advisory Committee on Immunization 

Practices (an advisory committee established by the Secretary, 

acting through the director of the Centers for Disease Control 

and Prevention) as speoified on the pediatric vaccines list 

referred to in section 1928(e), and (ii) child care providers 

used will take steps to assure that toxic substances, weapons, 

and any other items at the location where the child care is 
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provided that could be 'harmful to young children, will be secured 

and unobtainable by the children. 

"(6) The State agency must furnish a certificate (or other 

documentation) by the director or other appropriate offieial of 

the lead agency that child care provided under this Bubsection 

will conform in all ways to the provisions for parental choice, 
! 

unlimited parental access, handling of parental complaints, and, 
consumer education. as ~el1 as to all other standards, criteria, 

and requirements applicable to child care provided under the 

CCnBG Act. 

"(1) The State agency may I at its option provide orf 

authorize the provision of child care (and if it exercises this 

option, shall so advise the lead agenqy designated under the 

CCD~ Act, if it has an Agreement with such agency under 

subsection (j» to a Ch~ld whose family has been referred 

pursuant to paragraph (~)(A) for. such periods of time as are 

necessary to assure continuity of care or the benefits of the 
I , ,

child development proqram l even though, for such periods,
, 

the· , 

individual whose emplo~ent is enabled by the child care may have, 

temporary interruptions:in employment.*'. 

SEC. 40•. RELATED AMENDMENTS. 

(al Child Care for Participants in the JOBS or WORK 

Program, and Transitional Child Care.-- Section 402(g) of the Act 

is amended-­
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(1) by striking out, in paragraph (1) (A) (vii), "a 

sliding scale formula" and all that follows and 

inserting in lieu thereof "the sliding fee scales 

established by the lead agency designated under the 

Child Care and Development Block Grant Act of 1990 as 

required 	by section 658E(c) (5) of that Act.": 

(2) by amending paragraph (lUC) (i) by striking. 
out clause (II) and inserting in lieu thereof "an 

amount not less than the amount in the effect under 

this clause for January 1994."i by 

(3) by amending paragraph (3) (8) by adding "and" 
I 

after clause (i), strik.ing out "applicable standards" 

and all that follows in clause (ii) and inserting in 

lieu thereof "all requirements, standards, and criteria 

applicable to child care funded under the CCOSG Act.", 

and by repeali'ng clause (iii); and ,, 
(4) by repealing paragraphs (4) and (5). 

(b) At-Risk Child Care.-- section 402(i) of the Act is 

amended-­

(1) 	 in p!,ragraph (3) (A), by striking out "a 
I 

sliding scale :formula" and all that follows and 
I 

inserting in lieu thereof "the sliding fee scales 
I 

referred 	to in sUbsection (g) (1) (A) (vii)."; 
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(2) in 
,
paragraph (7) (B) (as redesignated by 

section 401(c)(2», by striking out "applicable 
,

standards of State and local law;!! and insertinq in 

lieu thereof Itall requirements, standards, and other 

criteria applicable to child care funded under the 

CCDBG Act: and: tt 
, 

(3) by repealing subparagraphs (e) and (D) of 

such paragraph (7): and 

(4) by amending paragraph (8) (as redesignated) 

to read as follows: 

"CS)(A) In order to facilitate more accurate analysis 

of the supply and quality of child care resources, the 

demand for such resources that cannot currently be 

satisfied, and the effectiveness and relationship of Federal, 

programs providing!support for child care and child 

development activities, the Secretary shall specify by 
, 

regulation a core set of consistently defined data elements 

for child care and child development programs ~hich must be 

used by each State with respect to all reports relating to 

child care or child development activities supported in 

whole or in part under this Act or under the CCOBG Act. 

"(B) The State agency shall cooperate with the lead 
, 

agency designated under the eeOBG Act in preparing the 
I 

report required under section 658K(a) of that Act so that 
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report includes, and, where relevant, identifies the numbers, 
of children servedl and amounts of funding provided under 

I 
sUbsection (g) andlunder this subsection. If the lead 

agency fails to prepare and submit to the Secretary the 

report for any yea~, the State agency administering the plan 

approved under thi~ part shall promptly prepare a report 
, 

detailing, at a minimum, the numbers and ages of children, 

served, income lev~ls of families to whom child care was 

provided, the types of settings in which care was provided, 

the methods of payments used, the fees charged, the efforts 

made to improve th~ quality of child care, including steps 
, 

to improve licensing and monitoring, training, and resources 

for referrals, and1such other information as the Secretary 

may request to determine that the guarantee of child care 

was appropriately met and the Federal funds were properly 

expended. II • 

, 
SEC. 403. LIMITATION OF AT-RISK CHILD CARE TO FAMILIES INELIGIBLE 

FOR RECIPIENT OR TRANSITIONAL CHILD CARE 

Section 402(i) (1) (A) of the Act is amended to read as 

follows:" 
, 

" CA) is ~ot eligible for child care under 
, 

subsection (g);II. 

I 
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SEC. 404. 	OPTION TO CONSOLIDATE STATE RESPONSIBILITY FOR CHILD 

CARE QUALITY AND STANDARDS. 

(a) State Option.~- Section 402 of the Act is amended by 

adding at the end there~f the following new subsection: 

,. (j) (1) In order to provide the child care which must be 

guaranteed pursuant to subsection (9) or which may be furnished, , 
pursuant to subsection (i), the state agency may enter into an 

agreement with the lead ,agency designated under section 658D of. 
. I 

the CCDBG Act under Wh1Ch-­

.. (A) the State aqency will refer to the lead agency 

each family with respect to whom child care must he 

quaranteed pursuan~ to sUbsection (g) or is to be furnished 

pursuant to subsection (i) (and identify Which subsection is 
I
•

applicable to the ~amily and for what period of time); 

.. (5) sUbject .to paragraph (2), the State agency will 

pay (either in advance or as reimbursement) the lead agency 

for the cost of providing child care for any child with 

respect to whom care must be guaranteed under subsection (g)
! 
! 

or is to be furnished under SUbsection (i), and the lead 

agency agrees that care for all such children will only be 
i 

paid for from such reimbursement: and 

"(C) that (i) all child care provided by the lead 

agency under the agreement, whether directly or by 

contractual or other arrangements, will be subject to the 
! 
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same requirements, standards, and other criteria as are 

applicable to child care funded under the eeDBG Act, (ii) 

parents and children to whom such care is provided will be 
,

offered all the same protections and procedural safeguards 

as are applicable to child oare furnisbed under the eeDBG 

Act, and (lli) no distincti'on between or iden~ification of 

children will be made that reflects the source of funding 

for the child care'provided. 

"(2) Limits of Reimbursement.--The State agency shall not 
I 

pay the lead agency for,care provided to a child any amount (A) 

less than the minimum permitted under subsection (g) (l)(e) (i)(lI) 
i 

and specified by the State for fiscal year 1994 in its plan 

approved under this part nor (5) in excess of the amount 

described in subsection. (g) (1) (e) or (i) (3) (8), whichever may be 

applicable to the child; involved; and, with respect to children , 
to whom subsection (i) (~)(B) applies, the state agency shall be 

obligated to pay the lead agency for child care furnished in a 

fiscal year only to the; extent of appropriations available for 
I 

such purpose for such f~scal year. 
, 

11(3) Single State'Agency.-- Nothing in this subsection 

shall be construed as precluding the designation of the agency 

established or designated under section 402(a)(J) as the lead 

agency for purposes of the CCDBG Act. No agreement shall be 

necessary in the case where the same agency is designated under 
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both the CCDBG Act and this Act, but the agency shall, as lead 
, 

agency, comply with all~the provisions of this subsection.lt. 
I 

SEC. 405. FUNDING FOR QUALITY IMPROVEMENT AND LICENSING 
, 

ACTIVITIES BE~EFITTING CHILDREN REFERRED BY AFDC 

AGENCY. 
I 

(a) Licensing andlMonitoring Costs.--Section 402(g) (3) of 

the Act is amended by adding at the end thereof the following new 

subparagraph: 

nee) In determininq the amount expended by a State for, 
child care required to ~e guaranteed under this subsection, the 

, 
Secre~ary shall allow the State to include an amount, determined 

in accordance with a formula prescribed by the Secretary, to 

reimburse the State for expenditures in connection with 

licensing, registration, monitoring, and similar activities with 

respect to child care provlders in the State. The formula 

adopted by the Secretary shall reflect either the number of 

children for whom child eare is reimbursed under section 403{a}, 

the number of child care providers in the State furnishing such 

child caret or both, and any other factors>which the secretary 

determines it would be equitable to consider.". 

(b) Supply and Quality Improvement Act1vities.--section 

402(1) of the Act is ame'nded by redesignating paragraph (9) (as 

previously redesignated)' as paragraph (10) and inserting after 
I 

and below paragraph ,(6) the following: 

http:subsection.lt
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11(9) Of the amount, available to a State for any fiscal year 

under section 403(n), 10 percent of such amount may be paid by
I 

the Secretary with respect to expenditures for those activities 
I 

to improve the quality of child care in the state described in 
i 

section 458G of the Child Care and Development Block Grant Act 
, 

(referred to in this sUbsection as the 'CCDBG ' Act) and to 

increase the availability in low-income communities of child care 

appropriate for infants and very young children and to increase 

its availability in a variety of settings. Either the State 

agency administering the plan approved under this part or the 

lead agency designated under the CCOBG Act may conduct such 

activities (in which case the State agency shall pay to the lead 

agency the amount provi~ed by the Secretary for this purpose 

pursuant to the preceding, sentence.". 

SEC. 406. FUNDING OF CHILD CARE FOR FAMILIES AT RISK OF WELFARE 

DEPENDENCY. 

(a) Federal Fundinq.-- section 403(n) (2) (8) is amended-­

(1) by striking out the period at the end and inserting a 

comma, and adding after and below clause (v) the following: 

"reduced by 2 percent (for carrying out sections__ through 

of the Comprehensive Welfare Reform and Family Support Amendments 

of 1994.", and 
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(b) Reallotment of At-Risk Child Care Funds.-- Section 

403(n) (3)(C) of the Act' (permitting a one-year carryover by a 

State of unclaimed Federal funds for at-risk child care) is 

amended to read as follows: 

H(C) If the amount specified in subparagraph (8) for any 

fiscal year exceeds (or if the. secretary estimates that it will 

exceed) the total amount paid (or estimated to be payable) under' 

paragraph (1) for such fiscal year, then the Secretary shall 

provide additional payments to states whose expenditures pursuant 

to section 402(1) for such year exceed their limitation on 

Federal payment under paragraph (2). The secretary shall by 

regulation provide for the equitable reallotment of any amounts 

available in the case where all States l claims for a fiscal year 

under this subparagraph exceed the amount available for, 

reallotment."~ 
, 

SEC. 407. SUPPLEMENT TO INCOME'DISREGARD., 
Section 402(g) (1) (B) of the Act is amended by adding at the , 

end thereof the following new sentence: "If the State agency 

guarantees child care by applying the income disregard provision 

in subsection (a)(8)(A)(iii) in determining the amount Qf aid to 

be paid for a month, th~ 
I 

State agency shall alsoj unless it 

offers the caretaker relatiVe the option of receivlnq care under 

another arrangement pursuant to this subparagraph, 'reimburse the, ,
caretaker relatiVe for expenditures for child care for such month 



64 


in an amount equal to the excess' of such expenditures. (or, if 

less , the maximum amount that may be paid for the type of child 

care involved, as determined under subparagraph (e)) over the 

D8ximum amount that may. be disregarded under such subsection.". 

SEC. 408. NOTICE OF CHILD CARE OPTION • 

. Section 402 (g) (1) (A) (i) of the Act is amended by striking 

out the period at the end and inserting in lieu thereof & 
• 

semicolon and adding after and below clause (II) the following: 

"and if the state agency applies the income disregard provision 

in subsection (a) (8) (A).(iii) without reimbursement under 

subparagraph (B) for any additional cost, it shall advise each 

suoh family that they also have the option to have the state 

agency provide child care under another arrangement pursuant to 

subparagraph (B). It. 
. 

TITLE V - PREVENTION OF DEPENDENCY 

SEC. 501. SUPERVISED LIVING ARRANGEMENTS FOR MINORS. 

(1) section 402(&)(43) of the Act isamendea by striking 

out "at the ,option of the State,". 

(2) Such section is further amended in subparagraph (A) (1) 

by striking out tt, or reside in a foster home" and all that 

follows down to the semicolon.· 

(3) Such section is further amended-­

(A) by amendIng so much of subparagraph (S) as 

precedes clause (i) to read "ca) in the case where --", 
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(8) by striking out the semicolon at the end of each , 
numbered clause inl such subparagraph and inserting in lieu 

I 
thereof a comma, and 

i 
(C) by adding after and below clause (v) of such 

, 
subparagraph the following:, 

i 
"subparagraph CA) shall not be applicable, but the 

state ag~ncy shall assist the individual in , 

locating' an appropriate adult-supervised 

supportive living arrangement taking into 

consideration the needs and concerns of the minor, 

(or may determine that the individual's current 

living arrangement is appropriate) and thereafter 

shall require that the individual (and child, if 

any) reside in such living arrangement as a 

conditionI , of the continued receipt of aid under 
, 

the plan Ior, if the state agency is unable, after 

making d~ligent efforts, to locate any such 
, 

appropriate living arrangement, it shall provide 

for comp~ehensive case management, monitoring, and 
, 

other social services consistent with the best, 

interests
I 

of the individual (and child) while 

living independently:". 

SEC. 502. STATE OPTION TO LIMIT BENEFIT INCREASES FOR ADDITIONAL 

FAMILY MEMBERS. 
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(8) state option,,--Sect1on 402 (a) of the Act is amended 

(A) by striking out "and" after paragraph (44); 
, 

(B) by striking out the period after paragraph (45) 

and inserting in llieu thereof lI;and u; and , 

(C) by adding at the end thereof the following new 

paragraph: 


"(46) at the option of the state, provide that -­

.. (A) subject, to subparagraphs (B) (Cl, and (0), the 

amount of aid to families with dependent children paid to a 

fa~ily under the plan will not be increased by reason of the 
: 

birth of a child to an individual included in such family 
, 

for purposes of making the determination under paragraph (7} 

and applying paragraph (a) (but any such child will be 

considered to be 8:recipient of aid for all other purposes, 

including title XIX) if - ­,, , 

"(1) in'the case where the individual i. the 

relative receiving aid, the child was conceived in a 

month for which the individual received aid under the 

plan, or 

.1 (ii) in the case where the individual is a 

dependent Child, the individual is "the parent'of 
, 

another child:who is a member of the same family and , 
whose needs are included for purposes of making such 

, 
determination; 
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"(B) services will be provided under paragraph (15) to 

all appropriate family members; 

"(C) there will be disregarded, in making the 

determination under paragraph (7) and before applying the. 

provisions of para9raph {8}, an amount of income equal to 
i 

any 	 increase in aid that would have been paid but for 

subparagraph CAl that is derived from child support 

collected with respect to the child referred to in paragraph 
I 

(Al, earned income of a member of the faruily referred to in 

such subparaqraph"or from any other source specified in the 
I 

plan that the Secretary may approve as consistent with the 

objectives of this paragraph; and 

"(D) the provisions of subparagraph (A) will not be 

applied in case of rape or in any other cases that the State 

aqency finds would violate standards of fairness and good 

conscience. fl • , 
(b) Matchinq for Related Administrative Costs.-- section 

403(a) (3) of the Act is:amended by striking out the semicolon and , 
inserting in lieu thereof "or counseling or referral services 

furnished pursuant to s~ction 402(a)(15);". 
, 

SEC. 	 503. CASE MANAGEMENT FOR PARENTS UNDER AGE 20. 

section 482(bl of the Act is amended by adding at the end 

thereof the following new paragraph: 

"(3) The State agency shall- ­
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fICA) assign a case manager to each custodial 

parent receiving aid under part A who is under age 

20; 

"(B) provide that case managers will have 

the training necessary (taking into consideration 

the recommendations of appropriate professional, 
orqanizations) to enable them to carry out 

successfully their responsibilities and will be 

assigned a caseload the size of which permits 
I 

successful case management; and 
: 

"(C) provide that the case manager will be 

responsible for--

ItC!) assistinq such parent in obtaining 

appropriate services, including parenting 

education, family planning services I education and 

vocational training, and child care and 

transport'ation services~ 
I 

tI (ii') making the determinations required to 

implement the provision of paragraph (43), 

"(iii) monitoring such parent's oompliance 

with all program requirements, and, where 

appropriate, providing incentives and applying 

sanctions, and 
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"(lv) providing general guidance, 

encouragement and support- to such parent to 

achieve self-sufficiency.". 

SEC. 504. 	STATE OPTION To PROVIDE ADDITIONAL INCENTIVES AND 

PENALTIES TO ENCOURAGE TEEN PARENTS TO COMPLETE HIGH 

SCHOOL AND PARTICIPATE IN PARENTING ACTIVITIES. 

(a) state 	plan.--Section 402(a) (19) (E) of the Act (as 

amended by section 101 ~f this Act) is amended by adding "and" 

after olause (ii) and adding after and below clause (ii) the 

following 	new clause: 

"(iii) at the
, 

option of the state, custodial parents 

who are under age 20 (and pregnant women under age 20) who 

are receiving aid under this part will be re~ired to 
, 	 ' 

participate·!n a program of monetary incentives and 

penalties, consistent with subsection (j);". 

(b) Elements of program.--Section 402 of the Act is amended 

by adding 	at the end thereof the following new subsection: 
, 

"(j) (1) If a state chooses to conduct a program of xnonetary 
,

incentives and penalties to enoour~ge custodial parents (and 
, 

pregnant women) who are under Age 20 to complete their high 

school' (or equ'tvalent) eduoation, and participate in parenting 

activities, the State shall amend its State plan-­
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U(A} to specify the one or more political subdivisions 

in which the State 'will conduct the program (or other 

clearly defined geographic area or areas), and 

II(B) to desc~ibed it.s prO<]ram in detail. 

U(2) A program under this subsection-­

"(A) shall require participation by all custodial 

parents (includinq pregnant women) who are under age 20 and 

have not received a high school diploma (or equivalent) 

other than a parent who meets a criterion (other than 

incapacity or disaJility) that qualifies the parent for, 
participation in pre-JOBS activities, as described in 

I 
subsection (a) (19) (D): 

U(B) may, at the option of the state, include all such 

parents who are under age 21; 
, 

"(C) may, at the option of the State, require, in , 
addition to full-ti~e participation in secondary school or 

equivalent educational activities, participation in a course 

or program leading to a skills certificate found appropriate 

by the state agency or parenting education activities (or 

any combination of such activities and secondary education): 
, . 

" (D) shall requ1re that the case manager assigned to 
, 

the custodial parent, pursuant to subsection (a) (44) (C) will 

review the needs of such parent and will assure that, either 

in the initial development or revision of the parentts 



employability plan, there will be included a description of 

the services that will be provided to the parent and the way 

in which the case manager and service providers will 
I . 

coordinate with the educational or skills traininq 

activities in which the custodial parent is participating1 

"(E) shall provide monetary incentives for more than 

minimally acceptable performance of required eduoational 

activities; and 

"(F) shall provide penalties (which may be those 
<

required by subsection (a)(19)(G) or, with the approval of 
I 

the Secretary', other monetary penal ties that the State finds 

will better achieve the objectives of the program. 

"(3) When a monetary incentive is payable because of 

the more than minimally acceptable performance of required 

educational activities by a CUstodial parent, the incentive 

shall be paid direc.tly to such parent, regardless of wbether 
, 

the state agency makes· payment of aid under the state plan, 
I 

directly to such parent. 

1t(4) The State agency shall from time to time provide 

such information as' the Secretary may request~ and otherwise 
I 

cooperate with the Secretary, in order to permit evaluation 
I

of the effectiveness on a broad ~asis of the State's program 
i 

conducted under this subsection.". 
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SEC. 505. ADOLESCENT PREGNANCY PREVENTION GRANTS. 

I 

(a) Adolescent Pregnancy Prevention Program.-­, 

Title XX (42 U.S.C. 1397-1397£) is amended by adding at the 

end the following: 

"SEC. 2008. ADOLESCENT PREGNANCY PREVENTION GRANTS. 

Uta) Purpose.--The purpose of this section is to encourage, 

and provide financial assistance for the development of intensive 

and sustained school-linked and school-based pregnanoy prevention 

programs for adolescents in areas of high poverty or high 

unmarried adolescent birth rates that build upon other Federal, 

State, and looal pregnancy prevention and youth development 

programs a , 
i. 

.. (b) Genera1 Author1ty.-- Notwithstanding section 

2005(a}(6), the Secretary of Health and Human Services] the 

Secretary· of Education, I, and the Chief Executive Officer of the 

Corporation for Nationa~ and Community Service (hereinafter 

referred to as the 'responsible Federal officials·), in 

consultation with other relevant Federal agencies, shall jointly 

make grants to eligible entities, to carry out programs in 

accordance with this section. 

liCe} Federal Administration.-­

,1 el) NotWithstanding the Department of Education 

organization Act (20 U.S.C. 3401 et seq.) and the General 

•Education Provisions Act (20 U.S.C. 1221 et seq.), the, 
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responsible Federa~'officials shall jointly provide for the 

administration of this section, and shall jointly issue 

whatever regulatioris, procedures, and guidelines, the, 
responsible Federai officials consider necessary and 

appropriate to administer and enforce the provisions of this 

section~ 

"(2) The responsible Federal officials may enter into 

agreements with any other Federal entity with expertise in 

youth development activities to administer the program under 

this section and may provide such entity with appropriate 

reirnbursement~ 

n{d) Funding.-­

"( 1) In Gener'al. --To achieve the purposes of this 
, 

section, the responsible Federal officials shall make grants 
I 

to eligible ·entities under sUbsection (b) and conduct , 

activities under subsections (m) and en) so that in the 

aggregate the expenditures for such grants and activities do 

not exceed $20,000,000 for fiscal year 1995, $40,000,000 for 

fiscal year 1996, $60,000,000 for fiscal year 1997,, 

$80 , 000 , 000 for fiscal year 1998, and $100,000,000 for 

fiscal year 1999 and each subsequent fiscal year~ 

n (2) payments: to Grantees.-- Upon approval by the 

:w;esponsibla Federal: officials, each grant applicant shall be 

entitled to payment'of at least $50,000 and not more than 



$400,000 for each 'fiscal year based on an assessment by the 

responsible Federa~ officials of the scope and quality of 

the proposed program and the number of adolescents to be, ,
served by the program a Payments to a grantee for any fiscal 

i, 
year shall be available for expenditure by such grantee in 

such fiscal year or the succeeding fiscal year. 

"(3) Reservation for Evaluation" Training, Technical 

Assistance, and National Clearinghouse.--The responsible 

Federal officials shall reserve, with respect to each fiscal, 
year j up to 10 percent of the agqregate amount described in, 

paraqraph (1) for expenditure by the responsible Federal 

officials for evaluation, training, and technical assis~ance 

related to the programs under this section, and for the 

establishment and operation of a National Clearinghouse on 

Adolescent Pregnancy Prevention Programs under subsection 
I , 

(n) • I 
I 

"(4) Excess Amount.--If in any fiscal year the 

aggregate amount specified in paragraph (1) for such fiscal 

year exceeds the amount required to carry out approved grant 

applications,~nd other funotions under paragraph (3), then 

the amount specified in section 2003(0)(5) shall be 

increased by the excess. 
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"Ce) Definition$.~-As used in this seotion: 

"(1) Adolesc~ntS.--The term 'adolescents' means youth 
, 

who are ages 10 through 19. 
I 

"(2) Eligible entlty.--The term 'eligible entity' 

means a partnership that includes-­

"CA) a local education agency, acting on behalf 

of one or more schools; together with 

"(B) one or more community-based organizations, 

institutions of higher education, or public or private 

agencies or o~9anizations. 
I 

"(3) Eligibl~ area.--The term 'eligible areal means a 

school attendance area in which-­

"(A) at least 75 percent of the children are from 

low-income families as that term is used 1n part A of 

title I of the, Elementary and Secondary Education Act 

of 1965; 

nCB) the number of children receivinq Aid to 

Families with Dependent Children under part A of title 

IV is substantial as determined by the responsible, 

Federal officials: or 

"CC) the unmarried adolescent birth rate is high, 

as determined by the responsible Federal officials. 
I

"Ct) School.--The term •school I means a public 

elementary, middle,' or secondary school. 
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" (5) Responsible Federal officials.-- The term 
I 

'responsible Federal officials l means the Secretary of , 
Education, the Secretary of Health and Human Servioes, and 

the Chief Executive Officer of the Corporation for National 

and Community Service. 

"(f) Uses of Funds~--Grants under this section, 

'(1) shall be used to -­
, 

If(A) develop, operate, expand, and improve a 
, 

sequential, age-appropriate program of instruction and 

counseling services for adolescents designed to promote 

personal responsibility and a healthy lifestyle, and to 

prevent adolescent pregnancy, through such activities 

as counseling and instruction in the full range of 

consequences of premature sexual behavior and 

adolescent pregnancy, training in decision-making, and 

activities to ;'promote involvement of parents and 

families in adolescent development and personal 
, 

responsibility I and 

If(B) pr6vide opportunities for sustained contact , 

with one or more adults, through such activities as 
!,

mentoring, qroup eoaehinq, or after-school activities; 
! 

and 

"(2) JDay be used to conduct other related activities 

that promote the purposes of this section. 
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"(g) Application.,-- Each applicant for a grant under 

subsection (b) must submit an application that ,
n(l) include~ a plan, based on local needs, for 

accomplishing 	the purposes of this section that ,, 
" CAl sets forth specific, measurable goals

I 
intended to be accomplished under the program, and 

describes the, methods to be used in measuring progress 

toward accomplishment of such qoals: 

"(B) describes the components of the program, 

including 
I 

D(1) the role in the program of any national , 
service participants supported by the National and 

Community Service Act of 1990 (42 U.S.C. 12501 et , 
seq~) or by any other national service law as 

defined in such Act,. and 

neii) the activities, 1n accordance with 

subsection (f), that will be made available under 

the program, 

and the manner in which such components will be 

implemented, includinq the extent to which activities , 

will take place after school, on weekends, or during 

the summer; 	 I 
, , 


I 

"(C) describes the manner in which one or more 

professional sta'ff .will administer the program, and, 
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where appropriate or feasible, the manner in which, , 
national service participants will be involved in the 

development o~ delivery of services and 1n the 

coordination ~f during or after-school activities; 

n(2) demonstrates the manner in which the program will 

be based on research concerning effective means of reducing 

adolescent pre9nancy, ineludinq reducing risk~taking 

behaviors correlat~d with adolescent pregnancy; 

"(3) demonstrates that the proqram will serve male and 

female adolescents and, where feasible, out-of-school 

adolescents, and describes the steps the applicant will take 
, 

to serve such adolescents: ,
"(4) demonstrates the manner in which the applicant 

will provide, to the extent feasible, a continuity of 

services for adole~cents until age 19: 

11(5) demonstrates the extent to which school 

personnel, parents, community organizations, and the 

adolescents to be served have participated in the 

development of the application and will participate in the 

planninq and implementation of the program; 

"(6) describes the applicant's partnership, including 

the relationship ofl the partners, the role of each partner 

in the development and implementation of the program, and, 
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the manner in which the partners will coordinate their 

resources; 

0(7) describes the nature and scope of commitment to 

the program by other community institutions, such as. 

reli9ious organizations, community groups, institutions of 

higher education, business t and labor; 

"(8) describes the methods to be used in coordinating 

the provision of services under the program with the 

provision of services or benefits under other Federal or 

federally assisted,programs, state and local proqrams, and 

private programs serving the Game population; 

"(9) demonst~ates that the area to be served is an 

eligible area; 
I 

"(10) contains assurances that at least one activity
I 

will be located in,a school in the area to be served and , 
describes the activities that will be school-based;, 

"(11) contai~s assurances that the amounts provided 

under this section will not be used to supplant Federal, 

~tatet or local funds for services and activities that 
,

promote the purposes of this section: 
, 

"(12) contains assurances that the applicant will 

provide a non-Federal share, in cash or in kind, of at least 

20 percent of the cost of carrying out the approved program; 
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11(13) describes the applicant's plan for continuation 

of the program following completion of the grant period and 

termination of Federal support under this section; 

"(14) contains assurances that the applicant will 

furnish such reports, containing such information, and 

participate in suc~ evaluations, as the responsible Federal 

officials may require; and 

"(15) includes such other information and assurances 

as the responsible iFederal officials may reasonably require~ 

itCh) Priorities.--In making awards under this section, the 

responsible Federal officials shall give priority to appl~cant5 

that - ­

"(1) provide for non-Federal resources significantly 
I 

in excess of those required in subsection (9)(12) or for an 

increasing ratio of non-Federal resources over the term of 

the grant; and 

"(2) participate in other Federal and non-Federal 

programs that relate to the purposes of this section. 

U(i} Treatment as ~on-Federal Share.-- For purposes of the , 
I

National and community Service Act of 1990 (42 U.S.C. 12501 et 

seq.), the funds provided to a grantee under this eection shall 
I 

not be considered Federal funds., 
i 

U(j) Prohibition on Use of Funds.--No assistance made 

available under this section shall be used to provide religious 
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instruction, to conduct worship services, or to proselytize in 

any manner. 

liCk) Geographic Diversity.--The responsible Federal 

officials shall, to the ,extent feasible, ensure that applications 
I 

are approved from both ~rban and rural areas and reflect 
I 

nationwide geographic diversity. 

"(1) Duration of Grant.--An application approved under"this' 

section shall be for a ferm of 5 years: except that approval may, 

be terminated before theI end of such period if the responsible 

Federal officials determine that the grantee conducting the 

program has failed substantially to carry out the program as 

described in the approved application. 

"(m) Evaluation, Training, and Technical Assistance.-­

"(1) Evaluation.--The responsible Federal officials 
I 

shall evaluate the effectiveness of programs conducted under, 
this section, directly or by grant or contract, and may, 
require each grantee conducting such a program to provide 

such information as: the responsible Federal officials 
! 

determine is necessary for such evaluatio~s. 

11(2) Training and Technical Assistance.--The 

responsible Federal'officials may provide training and 

technical assistance with respect to the development, 

implementation, or operation of programs under this section. 
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"(3) Coordination with National Clearinghouse.--The 
, 

responsible Federal officials shall coordinate the , 

activities conducted under this subsection with the 

activities conducted by the National Clearinghouse on 

Adolescent Pregnancy Prevention Programs under subsection 

(n) • 

"(n) National Clet;tringhouse on Adolescent Pregnancy. 

U(1) Establishment.--The responsible Federal officials 
, 

shall establish, through grant or contract, a national 

center for the collection and provision of programmatic 

information and technical assistance that relates to 

adolescent pregnancy prevention programs, to be known as the 

'National Clearinghouse on Adolescent Preqnancy Prevention, 

Proq~amsl~ 

"(2) Functions.--The national center established under 
, 

paragraph (1) shall! serve as a national information and data 

clearinqhouse, and as a training, technical assistance, and 

material development source for adolescent pregnancy 

prevention programs. Such center shall - ­

II (A) dev~lop and maintain a system for 
, 

disseminating ~nformation on all types of adolescent 

pregnancy prevention programs and on the state of 

adolescent pregnancy prevention program development, 
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including 	information concerning the most effective 

model pro9ram~r 

"(Il) develop and sponsor a variety of training 
I 

institutes and curricula for adolescent preqnancy 

prevention program staff;
: 

"(C) identify model programs representing the 
I, 

various types of adolescent pregnancy prevention 

proqrams; 

"(D) develop technical assistance materials and 

activities to assist other entities in establishing and 

improving adolescent pregnancy prevention programs; 

fI(E) develop networks of adolescent pregnancy 

prevention proqrams for the purpose of sharing and 

disseminating information: and 

"(F) conduct such other activities as the 
I 

responsible Federal officials find will assist in 

developing and carrying out programs or activities to 

reduce adoles<?ent pregnancy.·'. 

SEC. 506. 	DEMONSTRATION!PROJECTS TO PROVIDE COMPREHENSIVE 

SERVICES TO PREVENT ADOLESCENT PREGNANCY IN HIGH-RISK 

COMMUNITIES. 
I 

Title XX (42 U.S.C., 1397-1397f) is amended by adding at the 

end the following: 
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"SEC. 2009. 	 DEMONSTRATION PROJECTS TO PROVIDE COMPREHENSIVE 

SERVICES TO: PREVENT ADOLESCENT PREGNANCY IN HIGH-RISK 

COllMUNITIES' 
• ! 

"Ca) Cl) Purpose.-~In order to stimulate the development of 

innovative approaches for the effective delivery of comprehensive 

services, with particular emphasis on pregnancy prevention, to 

certain youth and their j familles in high-risk communities and the 

promotion of community ~nvolvement in improving the environment 

in which such youth live, the Secretary of Health and Human 
I 

Services shall conduct a program of demonstration projects in 

accordance with this section. 

"(2) Approval of Projects.--The Secretary of Health and 

Human Services, in consultation with the secretary of Education,, 

the Secretary of Housing and Urban Development, the Attorney 
I 

General, and the Secreta'ry of Labor I sh~l~ approve at least 5 and 

not more than 7 projects, in accordance with subsection (c). 

Upon approval by the Secretary, each project applicant shall be 

entitled to 	payment of ~p to $3,600,000 for each of fiscal years 

1995 through 2000 for the purpose of conducting approved 

demonstration projects. 

"Cb) Funding.-­

"(1) In General.--There shall be made available to the 

secretary $20,000,000 for each of fiscal years 1995 through 

1999 for carrying out the projects under this section. 
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Payments to a gran,tee for any fiscal year must be expended 

by the grantee in such fiscal year or the succeeding fiscal 

year. 

Q(2) Evaluation, Training, and Technical Assistance.-­

The Secretary shall reserve, with respect to each fiscal 

year, ten percent of, 
I 

the·amount described in paragraph (1) 

for expenditure bytthe Secretary for training and te?hnical 
, . 

assistance related! to the demonstration projects under this 
, 

section and for evaluation of such "projects~ The amount so 

reserved shall remain available for obligation through 

fiscal year 1999. 

"(3) Excess Amounts.--If in any fiscal. year the amount 

specified in paragraph (1) for sucn fiscal year exceeds the 

amount required to carry out approved projects and evaluation, 
, 

training, and technical'8ssistance under this section, then the 

amount specified in section 2003(C}(5} shall be increased by the 

excess .. 

"(c) Application: Eligibility Criteria.--A local public or 

private nonprofit organization, including an unit of government, 
, 

or any combination of such entities, shall be eligible to submit 

a project application. ,In order that an application be approved 

under subsection (a), t~e application must - ­

"(1) demonstrate that the geographic area to be served 

by the project satisfies the following criteria: 
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II (A) it includes a population of 20,000 to 35,000 

residents, 

.. (Il) 
Iit has an identifiable boundary and is 

recognizable :as a community by its residents, and 

nee) within the community, there is a poverty 

rate 

"Cil in the area as a whole, of not less 

than 20 percent, 

n(ii) in at least 90 percent of such area, 
,

of not less than 25 percent, and 
i 

.. (iii) in at least 50 percent of such area, 

of not less than 35 percent: 

"(2) include'a plan for accomplishing the purposes of 

this section that - ­

IICA) describes the comprehensive, integrated 

services, in accordance with SUbsection (e), that will 

be made available under the project: 
1 

U(B) (1) ;sets forth the goals intended to be 

accomplished ~nder the project, and 

"(ii) describes the methods to be used in 

measuring progress toward accomplishment of such goals 

and the outcomes to be measured, including unmarried 

adolescent birth rates, rates of youth alcohol and drug 

use, rates of 
I
youth violence, hiqh school graduation, 
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rates, and such other outcomes as the Secretary finds 

appropriate; 
. 

"ce) describes the process by which the affected 

community (including parents, the youth to be served, 

schools, local government, religious organizations, 

community groups, business, and labor) is a full 
I 

partner in the. process of developing and implementing 

the project and the extent to which parents, the youth
• ,

to be served, and local institutions and organizations 

have contributed to the planning process; 

"(0) identifies the private and public 

partnerships to be used; 

liCE) describes the methods to be used in 

coordinating the provision of services under the 

project and the provision of services or benefits under 

other Federal or federally assisted programs, State and 

local programs, and private programs serving the same 

population; and 

"(F) describes the manner in which other Federal 

funds and non-Federal funds will be used to further the 

purposes of the program; 

"(3) demonstrate strong state and'local government 

commitment to the project and involvement in the planning 

and implementation of the project; 
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"(4) demonstrate the ability of the applicant to carry 

out the project; 

"(5) describe the methods to be used for maintaining 

accurate records regarding the activities carried out with 

funds under this section; 

II (6) contain assurances that the amounts preyided 

under this section will not be used to supplant Federal, 

State, and local funds for services and activities that 

promote the purposes of this section: 

"(7) contain assurances that the applicant will 

provide a non-Federal share, in cash'or in kind j of -lO 

percent of the cost of carrying out the approved project and 

describe the capa'city of the applicant to provide the non­

Federal share; 

n(8) contain assurances that the applicant will 

furnish such reports, containing such information, and 

participate in such evaluations, as the Secretary may 

require: and 

~(9) include such other information as the Secretary 

:may require ~ 

U(d) Priority.--- In making awards under this section, the 

secretary shall give pri~rity to applicants that provide for non­

Federal resources signif~cantlY in excess of those required in 

subsection (c)(7). 
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"Ce) Use of Grants.--Under each demonstration project 

conducted under this section, the grantee shall provide, directly 

'or indirectly, a wide range of services in each of the following 

areas - ­

U(l) health services designed to promote physical and 

mental well-being: ~nd personal responsibility (with 

particular emphasis on pregnancy prevention), such as school 

health services, health education, family plannin9 services, 

substance abuse prevention services and referral for 

treatment, life sk,i11& training, and decision-making skills 

training; 

n(2) educational and etnployability development 

services designed ~o promote educational advancement leading 

to a. high school diploma or its equivalent and opportunities 

for high skill, high wage job attainment and productive 

employment, to establish a lifelong commitment to learning, 
and achievement, and to increase self-confidence; such as 

I 

academic tutoring/~literacy training, drop-out prevention 

programs, career and college counseling, mentoring programs, 

job skills training, apprenticeships, and part-time paid 

work opportunities? 

"(3) social support services designed to provide youth 

with a stable environment, opportunities for a sustained, 
relationship with ~ne or more adults, and opportunities for 
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participation in safe and productive activities, such as 
I 

cultural, recreational and sports activities, leadership, 
development, peer founselinq and crisis interventi~n, 

~entoring pr09rams~ parenting skills training, and family 
I 

counseling1 and 

II (4) community activities desiqned to improve 

community stability, and to enoourage youth to participate 

in community service and establish a stake in the community, 

such as community policing, community service programs,, 
, 

community activiti~s in partnership with less distressed 
, 

neighborhoods, local media campaigns, and establishment of 

community advi.sory: councils with youth representation. 

tI(f) Evaluation, 'Praining, and Technical Assistance.-­

"(1) EValuation.--The,secretary shall evaluate the , 
effectiveness of each demonstration project conducted und~r, 

this section and may require each grantee conducting such a 

project to provide! such information as the Secretary 

determines is necessary for such evaluations • 

11(2) Training• 
, 

and Technical Assistance.--The Secretary 

shall provide training and technical assistance with respect, , 
to the development~ implementation, or operation of projects 

,
under this section~ 

i 
.. (3) Coordination with National Clearinghou'se. --The 

I 
Secretary shall coordinate the activities conducted under 
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this subsection with activities conducted by the National 

Clearinghouse on Adolescent Pregnancy Prevention Programs 

under section 2C08(m) .. 

n(g} FUnding Pe:riod.--Each demonstration project supported 

under this section shall be conduoted for a 5-year period; except 

that the Secretary may terminate a project before the end of such 

period if the Secretary 'determines that the grantee conducting 

the project has failed to carry out the project as described in 

the approved application. 

"(h) Definitions and Special Rules.--As used in this 
I 

section: , 

tl (1) 'iouth.-..!The term "youth" means an individual who 

is not less than 10, years of age and not more than 21 years 

of age. 
I 
I 

"(2) Use of Census Data.--Population and poverty rate 

shall be determined by the most recent decennial census data 

available.tI~ 

TITLE VI - CHILD SUPPORT ENFORCEMENT 

• • * 
TITLE VII - IMPROVING GOVERNMENT ASSISTANCE 

PART A - AFDC AMENDMENTS 

SEC. 701. PERMANENT REQUIREMENT FOR UNEMPLOYED PARENT PROGRAM. 

http:available.tI


(a) In General.--Section 401(h) of the Family Support Act 

of 1988 (terminating the requirement that states provide benefits 

to two-parent families based on the unemployment of the principal, 
earner) is repealed. 

(1)) Applicability ,to Puerto Rico , American Samoa, Guam, and 

the Virgin Islands.--section 401(g) (2) of the Family Support Act 

of 1988 is amended, effe7tive on the date of enactment of such 

Act, to read as follows: 

"(2) The amendments made by this section (other than 

those made by snbse9tion (e») shall not become effective 

with respect to pue~o Rico, American samoa, Guam, or the 

Virgin Islands unless the jurisdiction involved notifies the 

secretary of Health and HUman Services that it chooses to 

have such amendments apply.", 

SEC. 702. STATE OPTIONS REGARDING UNEMPLOYED PARENT PROGRAM. 

(a) Duration of Un~mployment and Recency-of-Work Tests.-­

(1) Section 407(b) (l)(A) of the Act (in the matter preceding 

clause (i» is amended to read as tollows: 

.. (A) subject to paragraph (2). shall provide for the 

payment of aid to families with dependent children with 

respect to a dependent child within the meaning of 

subsection (a) __ II. 

(2) Such section is further amended-­
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(A) by striking out "whichever It in clause (1) and 
, 

inserting in lieu ~nd thereof "when, if the state choose to 

so require (and sp~cifies in its state plan), whichever" I 

and 

(5) by striking out "Ciii) (I)" and inserting in lieu 

thereof "(iii) when, if the State chooses to so require (and 

specifies in its State plan) (Il ". 
, 

(b) State Option to Define "Unemploymentlt.--At its option, 

a State may apply, for purposes of section 407 of the Aot, a. 
definition of unemployment that includes individuals who, solely 

by reasons of the standards prescribed by the Secretary of Health 

and Human Services under sUbsection (a) of such section and in 

effect on the date of enactment of this Act, would not have been 
, 

eligible for aid to families with dependent children, and shall 

include such definition,in its State plan approved under part A 

of title IV of the Act. : 

(c) Effective Date.-- The a~endments made by this section 

shall become effective October 1, 1996. 

SEC 703. DEFINITION OF ESSENTIAL PERSON. 

(1), General Requirement.--Sect;ion 402 of the Act is amended 

by adding immediately after and below subsection (c) the 

following new subsection:, 
"(d) In order that the State may include the needs of an 

individual in determining the needs of the dependent child and 
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relative with whom the child is living, such individual must be 

living in the same home as such child and relative and-­

"(1) furnishing personal services required because of 
I 

the relativets physical or mental inability to provide care 

necessary for herself or himself or for the dependent child 
I 

(which, for purposes of this sUbsection only, includes 

child receiving supplemental security income benefits under 

title XVI), 

"(2) furnishing' child care services, or care for an 

incapacitated member of the family, that is necessary to 

permit the caretaker
, 

relative - ­

" (A) to ,enqage in part-time employment outside' 

the home, or 

UCB) to attend a course of education designed to 

lead to a high school diploma (or its equivalent) or a 

course of training on a part-time basis, or to 

participate in the program under part F on a part-ti~e 

basis. U • 

SEC. 	 704. EXPANDED STATE' OPTION FOR RETROSPECTIVE BUDGETING. 

Section 402(a) (13) of the Act is amended-­
. ' 

(1) by striking out in the matter that precedes 

subparagraph (A) "hut only with respect to anyone or more 

categories of families required to report monthly to the 

State agency pursuant to paragraph (14),"; and 

8 
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(2) by striking out in each of subparagraphs (A) and 
, 

(5) "(but only where the Secretary determines it to be, 

appropriate, in the case of families who are required to 

report monthly to the State agency pursuant to paragraph 

,(14),". 


SEC. 705. DISREGRRPS OF 'INCOME. 


(a) student Earnings.-- (1) In General.-- Section 

402 (a) (a) (A) (i) of the Act is amended by striking out "dependent 

child" and inserting in :lieu thereof "individual under age 19". 
, 

(2) Conforming Amendments.-- Section 402(a) of the Act is 

8mended-­

(A) (1) by striking out "a dependent child" in 

paragraph (B) (A) (vii) and inserting in lieu thereof "an 

individual under age 19" I and 

(ii) by striking out "such child" in such paragraph 
, 

and inserting in lieu thereof "such individual tt , and 

(5) by strikin9 out in paragraph (18) "of a dependent 

child" and inserting 1n lieu thereof "of an individual under 

age 19". 

(b) Standard Earne~ Income Disregard Amount.--section 

402(a)(8) (A) (ii) of the Act is amended by striking out "$90" and 
,, 

inserting lieu thereof "$120, or if greater, $120 adjusted by the 

,CPI (as prescribed in section 406(1»". 
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(e) state option to Disregard Earned Income.-- (1) In 

General.-- Section 402(~)(8)(A) (iv) of the Act is amended to read 

as follows: 

"(iv) may, at its option, disregard amounts of, 
earned income in addition to those required or 

, 
permitted to be disrega~ded under this paragraph, and 

shall specify in its State plan any such additional 

amounts and the circumstances (including whether they 

will be disregarded at application) under which they 

will be disregarded, .. 
, 

(2) Conforming Amendments.- ­

(A) Clause (ii) of section 402(a) (8) (8) of the Act is 

repealed. 

(8) Section 402(g)(1) (A) (ii) of the Act is amended by 

striking out "or by reason of subsection (a)(8) (ii) (II)".
I 

(d) Disregard of Training stipends.--section, 

402{a)(8) (A) (v) of the Act is amended to read as follows, 

II (v) sh~ll disregard from the income of any 

individual applying for or receiving aid to families 

with dependent children any amount received as a 

stipend or allowance under the Job Training Partnership 

Act or under any other training or similar program;u. 

(e) Mandatory Child Support Pass-Through.--(ll Seetion 

402(al(B)(A)(vi) of the Act is amended-­
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(A) by striking out "$50" (in two places) and 

insertinq in lieu thereof "$50, or,. if greater, $50 adjusted 

by the CPI (as prescribed in section 406(i»";, and 

(B) by striking out the semicolon at the end and 

insertinq in lieu thereof "cr l 1n lieu of the amount 

specified in two pl'aces in this clause, such greater amount 

as the State many choose (and provide for in its state 

plan) ,tl. 
(2) CPI Adjustment.--section 4Q6 of the Act is amended by 

adding at the end thereof the following new subsection: 
, 

U (i) For purposes of section 402(a}(S), an amount is 
I 

'adjusted by the CPl' for any month in a calendar year by 

multiplying the amount involved by the ratio of-­

M(l) the Consumer Price Index (as prepared by the 

Department of Labor) for the third guarter of the 

preceding calendar year, to 

"(2) such Consumer Price Index for the third 

quarter of cal~ndar year 1996, 
I , 

and rounding the product, if not a multiple of $10, to the 

nearer multiple of $10.". 

(f) LUmp-Sum Income.--(l) In General.--Section 402(a) (8) (A) 

of the Act is amended-­

(l} by striking out tland" after clause (viii), and 
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(2) by adding after and below clause (viii) the 

following new clause: 

"(ix) shall disregard from the income of any 

family member any amounts of income received in the 

form of nonrecurring lump-sum payments;". 

(2) Repeal.--Section 402(a) (17) of the Act is repealed. 

(g) Educational Assistance.-- Section 402(a)(8) (A) of the 
, 

Act is further amended by adding after and below clause (ix) the, 
following new clause: 

• (x), shall disregard all educational 

assistance provided to a family member;"* 

(h) In-Kind Inccme.--Such section is further amended by 

adding after and below clause (x) the followinq new clause: , 

"(xi') shall disregard all in-kind income 

provided to a family member;" 

(i) Benefits Under, the National and Community Service 


Act.--' Such section is further amended by adding after and below 


clause (xi) the·followinq new clause: 
, 

"(xii) .shall disreqard any living allowance, 

stipend, or educational award paid under section 

140 of the National and Community Service Act of 

1990 to a family member participating in a 

national service program carried out with 
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assistance from the Corporation for National and 

Community Service;u. 

SEC. 706. STEPPARENT I~COME. 

Section 402 (a) (31): of the Act is amended by striking out the 
, 

semicolon at the end an:d insertinq in lieu thereof ", or, at the 

option of the state, so much o~ "such income as exceeds any 

greater amount or amounts as the State agency finds appropriate 

to strengthen family life and provide incentives to increase 

earnings;U, 

SEC. 707. INCREASE IN RESOURCE LIMIT., 
Section 402(a)(7) (B) of the Act is amended (in the matter 

preceding clause (i) by striking out "$1000 or such lower amount 

as the State may determine "imd inserting in lieu thereof "$2000 

or, in the case of a family with a member who is 60 years of age 

or older, $3000". 
, 

SEC. 70S. EXCLUSIONS FROM RESOURCES. , 

(a) Life Insurance.-- section 402(a) (7) (B) (il) of the Act 

is amended by st~iking out the semicolon at the end and inserting 

in lieu thereof and the cash value of life insuranceOf 

policief!i n• 

(b) Real Property which Must be Disposed of.--Section 

402(a) (7) (B) (i1i) of the Act is amended to read as follows: 

"real property which the family is making a good faith effort to 

dispose of at a reasonable price:". 
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(c) Exclusion of Payments of the EITC.-- Section 

402(a) (7)(S) of the Act.is amended-­

(1) by striking out "or" after clause (iil)1 and 

(2) by amending olause (iv) (pertaining to payments by 

reason of the Earned Income Tax credit) by striking out "the 

following month fl and inserting in lieu thereof "the 

following eleven-month period tt , 

(d) Lump-Sum Payments for Medical Expenses or Replacement 

of Lost Resources!-- Section 402(a){7)(B) of the Act is amended-­
I 

(1) by striking out "and" after clause (iv), and 

(2) by adding after clause (iv) the following new,
•

clause: M(V); for the month of receipt and the 
i 

following ele~en-month period, amounts that have been 
I 

paid as reimbursement (or payment in advance) for 
I

medical expen$es or for the cost of ,repairing or 

replacing resources of the family; It. 

(e) Individual Development Accounts.-- Section 402(a)(7) (B) 

of the Act is amended by adding after clause (v) the following 

new clause: "(vi) amounts, not to exceed $10,000 in total 

deposited in one or more Individual Development Accounts 

established in accordance with (I) section 529 of the Internal 

Revenue Code of 1986 by 'any member of a family receiving aid to 

families with dependent children, or (II) under a demonstration 

project conducted under ,the Individual Development Account 
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Demonstration Act of 1994, but only if such amounts were 
I 

deposited by such individual in a month for which such aid was 

paid, or food stamps provided, with respect to such individual; 
I 

or". 

(f) Resources for: Self-Employment.-- section 402(a) (7) (B) 

of the Act is amended by adding after clause (vi) the following 

new clause: "or (vii) liquid and nonliquid resources that are or 

will be used for the self-employment of a family member, to the 

extent and under the circumstances allowed by the State agency in 

accordance with regulations issued jointly by the Secretary and 

the Secretary of Agriculture (with applicability also to the Food , 

Stamp Program); ". 

SEC. 709. VALUATION OF AUTOMOBILE. 

section 402(a) (7) (~) of the Act is amended - ­

(1) by striking out in clause (1) "so much of the 

family member's ow~ership interest in one automobile as does 

not exceed such amount as the secretary may prescribe"; and 

(2) by striking out the semicolon at the end of such 

secti~n and inserting in lieu thereof "; and shall, in 

applying the provisions of this subparagraph, determine the 

value of motor vehicles, and the extent ,to which such value 
I 

shall be included, lin accordance with rules prescribed by 

the Secretary, in ~rder assist in achieving the objectives 

this title;". 
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SEC. 710. TRANSFER OF RESOURCES.-­, 

Section 402(a)(7) of the Act is amended-- • 

(1) by adding: "and" after subparagraph (C), and 
I

(2) by adding after and below subparagraph (C) the , 

following new subparagraph: 

n (D) shall determine ineligible for aid any 

family member who knowingly transfers resources for the 

purpose of.qualifying or attempting to qualify for such 

aid for such period. not in exoess of one year from the 

date of discovery of the transfer, determined in 
I 

accordance with regulations of the Secretaryt u ., 

SEC. 711. LIMITATION ON UNDERPAYMENTS. 
, 

section 402(a) (22)(C) of the Act is amended by striking out 
, 

nan underpayment" and inl?erting in lieu thereof "an underpayment,, 

the corrective payment shall be made regardless of whether the, 

family is, at the ti~e payment is made t receivinq current payment 

of aid under the state plan but such payment shall not exceed the 

amount necessary to correct for the underpayment of aid during 

the twelve-month period immediately precedin9 the month in which 

the State agency first learned of the underpayment, and". 
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SEC. 712. 	COLLECTION OF AFDC OVERPAYMENTS FROM FEDERAL TAX 

REFUNDS. 

(a) Authority to Intercept Tax Refund.-- Part A of title IV 

of the Act is amended by adding at the end thereof the following 

new section: 

"COLLECTION OF OVERPAYMENTS FROM FEDERAL TAX REFUNDS 

USeo. 419. (a). upon receiving notice frOlti a state agency 

administering a plan approved under this part that a named 
, 

individual has been overpaid under the state plan approved under 

this part, the SecretarY, of the Treasury shall 'determine whether 

any amounts as refunds of Federal taxes paid are payable to such 

individual 1 regardless of whether such individual filed a tax 

return as a married or unmarried individual. If the Secretary of 

the Treasury finds that any such amount is payable, he shall 

withhold from such refunds an amount equal to the overpayment 

sought to be collected tiy the state and pay such amount to the 
f 

State agency. 

Deb) The Secretary of the Treasury shall issue regulations, 

approved by the Secretary of Health and Human services, that 

provide-­

II el) that a S,tate may only submit under subsection Ca) 

frequests for collection of overpayments with respect to 

individuals (A) who are no longer receiving aid under the 

State plan approved under this part, (8) with respect to 
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whom the state has 'already taken appropriate action under, . 

State law against the income or resources of the individuals 

or families involved as required under section 

402(a)(22) (B), and (Cl to whom the State agency has'given 

notice of its intent to request withholding by the secretary 

of the Treasury from the their income tax refunds; 

"(2) that the Secretary of the Treasury will give a ,. 
timely and appropriate notice to any other person filinq a 

, 
joint return with the individual whose refund is subject to 

withholding under subsection (a); and 

n (3) the procedures that the state and the secretary 

of the Treasury will follow in carrying out this section 

which, to the maximum extent feasible and consistent with 

the specific provisions of this section, will be the same as 

those issued pursuant to section 464(b) applicable to 

collection of past-due child support.". 

(b) Conforming Amendment.-- Section 5S2a(a) (a) CS) (iv) (!II) 

of title 5 of the United States Code is amended by striking out 

"section 464 or 1137 of the Social Security Act" and inserting in 

lieu thereof "section 419, 464, or 1137 of the Social Security 

Act. 

SEC. 713. VERIFICATION OF STATUS OF CITIZENS AND ALIENS. 

Ca) In General.--Section 1137(d) of the Act is amended by 

adding at the end thereot the following: 
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II (6) A State ,shall be deemed to meet the requirements 

of paragraph (1) with respect to the eligibility of each 

member of a family applying for aid under the State plan 

approved under part A of title IV, if the State requires, as 

a condition for such eligibility, a declaration in writing 
, 

by an adult member of the family, under penalty of perjury, 

that each family melnber is a citizen of the Un!ted States or' 

an alien eligible for aid under such state plan (and J with 

respect to a child born into a family receiving such aid, 

such declaration must be made no later than the time of the 

next redetermination of such family's eligibility following 

the birth of such child).If. 

(b) Effective Date.--The amendment made by subsection (al 

shall become effective upon enactment. 

http:child).If
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SEC. 714. 	REPEAL OF REQ~IREMENT TO MAKE CERTAIN SUPPLEMENTAL 

PAYMENTS IN STATES PAYING LESS THAN THEIR NEEDS 

STANDARDS. 

Section 402(8) (28),of the Act is repealed.,, 
SEC. 715. 	 CALCULATION OF 185 PERCENT OF NEED STANDARD. 

, 

section 402(a)(18);of the Act is amended by striking out 

·without application of' paragraph (8) (A) (viii)," and inserting 
, 	 ' 

in lieu thereof "applying only the disregard provisions of 

paragraph (8) that appear in clauses (v) (income from a program 

under the Job Training Partnership Act), (viii) (payments related 

to the Earned Income Tax Credit), (ix) (certain lUmp-sum payments 

to replace lost resources), (x) (educational assistance), (xi) 

(in-kind income), and (xiii) (certain payments under the National , 	 . 
and community service Act of 1990),·. 

SEC. 716. 1;EI'U!ITORIES •. , 
.'(al Section 1108(a) of the Act is amended by amending 

paragraphs (1), (2), and (3) to read as follows, 

nell for payment to Puerto Rico shall not exceed-­

II{A) $82,000,000 with respect to fiscal years 

1994 r 1.995~' and 1996, and 

fI(S) $___ or, if greater, such amount adjusted 

by the CPI (as prescribed in SUbsection (t) for fiscal , 
year 1991 and:each fiscal year thereafter; 
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U(2) . for pa~ent to the Virgin Islands shall not 

exceed-­

,. (A) ~2!f800,OOO with respect to fiscal years 

1994, 1995, and 1996, and 

"(B) or, if greater, such amount adjusted$'-­
by the CPI (as prescribed in subsection (fl) for fiscal 

year 1997 and each fiscal year thereafter; and 

H(3} for paYlnent to Guam shall not exceed-­. 
"(A) $3,800,000 with respect to fiscal year 1994, 

1995# and 1996, and 

II (B) $,-;-__ or, if greater I Guch amount adj usted 

by the CPI (as prescribed in subsection (fl), for 

fiscal year 1997 and each fiscal year thereafter."~ 

(b) CPI Adjustment.--section 1108 of the Act is amended by 
I 

adding at the end thereof the following new subsection: 
• 

lI(f) For purposes of SUbsection (a), an amount is 

'adjusted by the CPI- for months in calendar year by 

multiplying that a~ount by the ratio of the Consumer Price, 

Index as prepared by the Department of Labor for-­
, 

.. (1) the third quarter of the precedinq calendar 

year, to 

"(2) the third quarter of calendar year ~996.1'. 
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PART B --: FOOD STAMP ACT AMENDMENTS 

SEC. 721. INCONSEQUENTIAL INCOME. 


section SId) (2) of the Food Stamp Act of 1977 (7 U.S.C. 

2014 (d) (2) is amended to read as follows-­

M(2) any inconsequential payments; as defined by the 

Secretary, received during the certification period, but not 
i 

to exceed a total o~ such payments o-f, $30 per household 
, 

member in any quarter I whether the household's income is 

calculated on a prospective or retrospective basis I n. 

SEC. 722. EDUCATIONAL ASSISTANCE 

Section 5 of the Food Stamp Act of 1977 (7 U.S.C. 2014) is 

amended by-­
I 

(1) striking clause (3) of subsection Cd} and inserting in 

lieu 	thereof the follow~ng--

II (3) all eduoational assistance I u; 

(2) in the proviso of clause (5) of subsection (d), striking 

"and no portion of any educational 10an" and all that follows 

through "provided for living expenses.": and 

(3) striking clause (3) of sUbsection (k). 

SEC. 723. EARNINGS OF STUDENTS. 

Effeotive on and after september 1, 1994, section Sed) (7) of 

the Food stamp Act of 1977 (7 U.S.C. 2014(d) (7) is amended by-­, 

(1) striking "a child who is a member of the household, who 

isft; 	and 
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(2) suiking ". and who is 21" and in••rtinq in lIeu thereof 
I. 

SEC. 724. TRAIl!ING STIPl!NilS. AIm ALLOWANCES, 

INCOME FROM ON-TllE-JOB 1'RAININC P!\OCIWfS 

seotion ! of the Food Stamp Act of 1917 (7 U.S.C. 2014),is 

IUDsndad by-­

(ll striking "and (16l" 1n subsaot1on (d) and 1ns$rt1nq 1n 

lieu tnereot "(16)"S 

(2) in.erting before the period at the end of sUbsection (d) 

~f and (17) all training atipenda an4 allowanc•• r.e.1ved by any 

member of a hou••hold"; and 

(3) striking 1n aub••ction (1) th6 languog> beginning with 

"under Beetlon 204 (b) (1) (C)" and all that tollows through "1. 

years 0: age. 1t and .1nsert1ng in lieu thereof "shall be. con.idered 

earned income for purposes of the food stomp program.". 

SEC. 725. EARNED INCOMF TAX CREDITS 

Etfective on and s'fter 'September 1, 1994, the second 

sentence of section 5(9} (3) of the Food stamp Act of 1971 (7 

U.S.C. 2014(9)(3» is amended by-­

(1) in••~inq "r.d.~.l or stat. lump-aum" immediately 

preceding "earned inCOlM! tax oredits1l , and 

(2) .trik!ng the ~4nquago be9innln~ ~ith Wit such member was 

participating" and all: that tollows throUOh "the 12-.onth 

periOd" .. 



5-27-94 :12:52PN ;DHHS/OGClLEGrSLATI~ 202 385 6148:# 3/33 

110 

SEC. 726. REsOORCliS IIECESSlUIY FOR SELl' EllPLOYMIlNT 
· 

section 5(q) (3) or the Food stamp Act of 1977 (7 U.S.C. 

2014(9)(3» i8 amen~ed by adding the rollov1ng new thira and 

fourth ••ntencea-­

~The Secretary, ahall 41MO exclude trom financial r ••ources 

loans obtained tor the purposes ot starting or operating a 

bUcineaB. 'l'ba S(tct'atllry lIay exclude trOlli financial 

resources ether re.ourcea necessary tor the aelr employment 

of any ~er of a household a& G$tablishe4 in regulations 

developed jointly by the Secretary and tho Secr~tary of the 

Department of Health and Human services which, to the axtent . 

feasible and consistent with the purpose. ot thl& Act ~4 

the Social secu4ity AQt (42 U.S.C. 601 at ••q.), are 

cott\parable."'. 

Si:C.. 727. HONRf!CURlUtlG ,LUMP...SUM REIHS'l:lltSEMENTS 

section 5(9)(3) ot · , the Food Stamp Act of 1977 (1 U.S.C. 

2014(9) (3)) a. amended by this Act is further amended by a4ding 

the following new firth sentence-­
I 

"Tne Secretory ~ll 4180 uxclude trom finanoiAl reeouroes l , 
for a period or one year from their receipt. nonrecurring

• 
lump-su. payments :tbAt are reimbursements tor past. current,, 

or fut.ure cosu.·~·, 


SltC. 728. IND!VIDUAL DJMIlWI'IfllII'r ACCOllN'rS 

Section 5(q) (3) of the Poed Sta~ Act ot 1977, 
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(' U.S.C. 2014 (g) (3» cs a..ndod by this Act i. further amsndad 

by ftdding the following new sixth ahd seventh aent.nces-­

-The Secretary shall Al&o exclud. trom financial resourcea 

amount., not to exe••d $10~OOO, d.posited in Individual 

D.v.l~t Accounts established in accordance with fA) th& 

, Internal Revenue Code Qf 1986 C2' O.S~C. ~ at seq.) by any 

hou~ehold ~r recaiving aasietance under this Aot or, 
monthly assistance to tamilies with dependent children un~.r . 	 . 
part A of t1tle l~ of the Soci~l Security Act (4l U.S.C. 601 

6t seq.) or (9] demonstration projects conducted under the 

Individual Developmant Account Demonstration Act of 1994, 

but only if such amounts ware deposited by such hOUsehold 

=ember in a .onth "for which assistance under this Act, or 

aid to families with dependent children, was provided to 
I 

such 	member. The :Secretary ahall also G~olu~ from 

financial resources, for the ~onth of its reoeipt and the. 	 . , 
following month, ~ nonrecurring luap-eum payment reoeived by 

any household _ember if tho household member represents that 

the payment will be Qapo.ited in an IndividUal Development 

. Aocount flstabliahed a8 de.eribad in the preceding 

••ntene•• ff .. 

SEC. 	 12~. CONFORMING AMENDMENT 

section sed) (8) o~ tho ,00<1 $ta1!>p ""t. of 1917 
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(7 U.S.C. ~014(d)(8» i. amended in the proviso by inserting 

.paragrapb (3) or subsection (9) of this section or- immediately 

preceding "other laws"., 

SEC. 730. APPLICATION FORKS 

section 11{.) (2) of the Food Stamp Act of 1977 

(7 U.S.C. 2020(e)(2» is amended by-­

eli 8trikinq 1n the tir.t ••nt.nco ". 81aplltied; uniform 

national" and Ina&::tinq' 1n l.ieu thereof "an"t 

(2) striking in the first UQhtonoa the lanquaqe be«inning, 
with ~'de6iqned by the secretary" and all that follows through 

I 
~brief and readable-, 

,
(3) strikIng the sentence Which bagins ffEach food stamp 

I 
application form aball ~Dnta1n,· and the next two sentences and 

insertinq in lieu thereof the tollovinq-­

-The State aqency shall. inform each hOUsehold in writing and 

in understandable t.~ that it has thn right to ~ile an 

application without immediately oompletinq sections other 

thAn those oovering the applicant's name, address, and 

siqnDture~ The state agency shall also describe to a 

household in writing and in understandable terms the 
-

expedited processinq requirements of section 11(e}(9} and 

intorm each nousehold that benefits .~e prov1de4 only from 

the date of application. The State agency shall also 

desoribe to each household in writing and in understandable 

.. I 
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term. tbe appropriate civil and criminal prov!Bions dealing 

with violations ct this Act, including t~o penalties. . 
the~for, by mambers of an eligible hou8ehold~ The State 

aqency shall also~infQ~ each applicant in writing and in 
, 

understandable terms that tha In,tcrmation provided by the 

app~icant in connection with the applioation for a coupon 

allot.ent will be subject to verification by Pederal* state, 

and local officials to determin. it such lnforaation i. 

ractual and that it any material part of such 1nform~tion ip 

incorrect, tood Bt~~p9 may be denied to the applicant, and 

that the applioant may be subjected to oriminal prosecution 

f"or knowingly pr~idif\9 incorrect infonation.": and 

(4) strlkinq in ~...nt.nee beqinnlnq GTba state A90ney 

shall require I' the vcrcls "that the intonation contained in the 

application i. true" and. inserting in lieu thereof "tbat the 

State a9ancy hea provlded the info~t1on required by·tb1$ 

paraqrapb, that the applicant underatan<1s the lnf"Ormtition 

provided, that the inf~rmati~n in the application is tru.,·. 

PART C -- ECONOMIC INDEPENDENCE 

SUBPART 1 -- Individual bevelopment Aocount .Demonet.atione 

SEC. 7J1. SHORT TITLE. ' 

Tbl. title may be oited as the "lndividual oevelopa.nt 

Account Dcmonatrat1on Act of 1994". 

SEC. 732. DECLAltATION OF FOLlC'Y AIID STATEl'Il!lIT OP l"ORPOSE. 

http:oevelopa.nt
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, 

(0) DECLARATION OP POLICY.--It i. the policy ot the United 

States- . 

(1) to eliminate barriers that prevent recipients ot 

Aid to Families with Dependent Children (AFDC) from becoming 

self-sufficient through self-employment and asset accumula­

ticn: 

(2) to identity and implement cost-effective strateqies 

to encourage saving and entrepreneurship among the broadest 

possible range of low-income families, particularly families 

eligible for AFDC, ond that have the potential to reduce 

Federal spending on transfers and .ervice. to the disadvan-
I 

taqedl 

(3) to enhance private-sector opportunities tor low­

income families by enabling them to use their own human and 

financial resources through expansion of business invest­

ment, job creation, home ownership, and human capital in­

vestment: and 

(4) to expand the capacity of local organizations to 

provide asset-related servioes that help people to help 

themselves such as savings mechanisms, loan funds, technical 

assistance, and entrepreneurial training. 

(b) STATEMENT OF PURPOSE.--The purpose ot the demonstration 

projects authorized under this title is to provide for a means of 

determinino­
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(1) the soeial f psychOlogical, and economio eft*C~ of 

providing low-income individuals the opportunity to accumu­

lat. asseta and develop and utilize entroprenaur1al .kills; 

and 

(2) the extent to which an asset-baaed e••latanoe 

poliey aay be used to en~la individual. with low-income to 

aobieva economic calf.cuftic1.ncy. 

SEC. 733. INDIVIDUAL DEVELOPMENT ACCOUNT DEMONSTRATION PROJECTS. 

(a) IN GENE~L.--~ot later than one yaar after the 4ate ot 
, 

enactment of this Act" any State or 10041 qovernment, or any 

qualified or9aniz~tion'may opply to the Administretor/Chalrpercoh 

of ~e Community Development Bank and Financial lnstltutlons Fund 

(hereinafter tho Administrator/Chairperson) for a grant to 

conduct individual developmont account d.monstratiort projacta for 

eligible persons. 

(b) CONTENTS.--Eaoh applieotion ahall- ­

(1) 4e.crtba th. demonstration project;, 

(2) deaeribe 'the persons who will portieipate in the 

projeot. 

(3) demonstrate the abl11ty ar the applicant­

fA) to agsiat project participants in ach!evin9 

economic self-sUfficiency through the proj.ct; and 
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(D) to dBslat project participants in developing 

qreater knowledqe about savings, invc$tment&, and other 

financial mattern, 

(C) to oversee the use of qrant funds, includinq 

the docum6ntation and varir1catlon ot _tart-up exp.n••• 

in tho case ot entrepreneurial a••istanc., and 

(D) to ~ffectiv.ly adm1nioter the project; 

(4) in th. ca•• ot a quali~ied organisatioh, 40cumant A 

commitment by the ,StAte in which the project is to be eon-

4~cted to provide;a apeoified amount of fundo to the qual i­
, 

fied orqanization:for the project, and any similar oommit­

m&nt made to the qualitied Q~qAn1zation by any other non­

,ederel pUblic entity or by any private entity, 

(5) contain a plan for maintaining data and other 

information concernin9 assistance provided to project par­

ticipants sufficient to 8valYAte the project and A certifi­

cation that th. applicartt vill fully ooo~arate and provide 

acc... to a~l information concerning the pr~ject in connec­

tion with any evaluation ot the projeet conducted purauant 
, 

to subsection (1}1 and 

(6) oontain suoh other in~ormatiQn as the Administra­

tor/Chair may preacribe~ 

(0) CR{TeRIA.--ln oonsidering Whether to epprove an applica­

tion# the Administrator/Chairperson shall assess the tollowinq: 

http:ffectiv.ly
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(~) The dagree to which the projeot desoribed 1n the, 
application 1s 1ik.iy to aid projcot participants in achiev­

ing economic self-sutf1oienoy thrOugh activities requ1rin9 

qualitied expenses. Tn lHkinq BUch IUU1U!SsinBnt l t.be A4mini&­

trator/Chairperson,shall consider the overall qu~llty ot 
I 

project aativitlac,and _hall not conaider any particuler 


kind 'or combination ot such qualified expenses to be an 


(2) The ability ot the applicant to responsibly admi~-

inter the project.,. 
(3) The amount of funds from non-Federal .oure•• that 

I 

are committed to the project. 

(4) The a60quacy or the plan for maintaining informa­

tion nacessary to evaluate the project. 

(d) APPROVAL.­

(1) The Administrator/Chairperson sball, on a competi ­

tive oasis, approve such applications to conduot demonstra­

tion projects under this section as the Administra­

tor/Chairperson deems appropriate on the basis ot the crite­

. ria described in subsection (0). 

(2) No court shall bave jurisdiction to r~view tbe 


approval or nonapprovel of any application by the A~.1ni8-

trator/Cbairparson. 


(.) DEJ<ONsTRATIOII A1l'1'IIOI\I't'Y; AllWAL GRANTS.­

, . 
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(1) DEMONSTRATION AUTHORITY.--The 'approval by the 
,

Administrator of an application ahall authorize the Appli-, 

cant {hereinafter th. grantee) to conduct the projeCt for 

five project yoar. in accordance with the approved applioa­

tion and tha requiraments ot this section. 

(2) ANNUA~ GRANTS~--The Adminiatrator/Chairperson shall 
, 

on the first day of each pro­

jeet year. 

(f) RESERVE FUND.-­

(1) ESTABLISHMENT.--Each grantee shall establish a 

'r•••rv. fund that shall be used in accordanoo with this 

.ubaection~ 

(2) DEPOSITS.-­

tAl As Boon after receipt as is praoticable, a . 

grantoQ chell' deposit into the r&sorvo fund-­

(i) All annual grant& ..de by th. Admini.tra­
, 

tor/Chalrperaon; 

(i11 all tunds provi~.d to the grant•• bY any ,
non-Federal publIc or private entity to conduct 

the ~.monstr.t1on project, 

(iii) all proceeds trom any investments made 

pursuant,to paraqraph (4)1 and 

(iv) all amounts title to which vests 1n the 

9rantee pursuant to subsection (h)(5). 



SENT BY' 


, 119 


(3) EXPENDlTURES.--A grAntee shall use amoun~s in the 

r ...rve fund only-­

(A) to 'assist project partioipants in obtaining 

the skills and information necesa.ry to Achieve .00­

nomic self*suttieieney tbrouqb activities requiring the 

payment ot qualitied expen•••; 

f8} to provide tinancial a.5istance in accordance 

with subeeetion (h) to project partioipants: 

(C) to :adm1nister the project, and 
, , ' 

(D) to maintain and provide information necessary, 
, 

tor t.,he Qvaluation ot tbe project pursuant to subsec­

tion (1). 

(4) AUTHORITY TO INVEST FUNDS.--A qrant•• entity DAY 

inv••t a~oun~s in the re~erva fund that are not tmmediately 

needed to make expenditure. authorized by paraqr~ph (3). in 

highly liquid low risk investments in accordance· with guide­

lines issued by the Administrator/Chairperson in oonsulta­

tion with the secretary of the Treasury. 

(5) ACCOUNTING STANDANOS.--The Adminiotra­

tor/Chairperson ohall presoribe 'requlations qovernin~ tho 

accounting of amounts deposited in and withdrawn trom re­

se:rv. funda. 

(6) TERMINATION OF PROJECT.--Notwitbstandinq paragraph 

(3)_ upon the termination of any demonstration project 

http:necesa.ry
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approve~ under this section, remaining amounts in the re-
I

$erve rund establi~ed with respect to .~ch project and 

rema1ning investments made from amounts in the reserve fund 

shall be distributed to th~ Administrator/Chairperson and 

each non-Federal pUb11c.or private entity that contribUted 
I 

to the project in proportion to their contributions. 

(g-) SEtECTION OF ELIGIBLE PERSONS TO R!CEIVE ASSISTANCE.­

A grantee shall provide'individual development account a••i.tance 

to eliqible parson. whom the gr.nt•• d.~ ~o be beat ~i~ufttad to 
I 

benefit trom such assistano8 r taking into account the amount of 

grants ma4e by the Administrator/ChaIrperson and other funds 

available to the grantee tor such assistanoe. 

(h) FINANCIAl. ASSISTANCE FOR INDIVIDUAL ])EVJ!LOP!<ENT At:­

COUNTS.­

(1) IN GENERAL.--A grantee sball provida initial finan­, 
eial .8.istanoo to • project participant wbQ ••tabli~.. an , 

individual development account, not to exceed $!OO per 

participant. Such:~inancial assistance shall be deposited 

in the individual devalopment account e~tahlished by a 

projeot pftrtioipant~ 

(2) lIA'l.'aIING COIITRTIlIlTIONS.-'l'be Administra­

tor/Chairperson o~ A grant.. may make matChinq contribUtions 

of not loss than 5'0 cnts and net more than $4 tor avery $1, 
dollar deposited into an individual develo~nt account by 8, 

http:pUb11c.or
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projoct participant# not to .xc••4 ",500 ~or any project 

participant. 

(3) LIMITATION ON USB.-­

(A) '1nancial Assistance provi4ed pursuant to 

paraqraph (1) shall not b. availabl. tor use by a pro-' 

jeet participant unt11-­

(1) tho individual development acoount 1& 

Cllosed; and 

(il) a project participant ha. d.po.it.~ into 

the individual developmant account an amount equal 

to the initial financial assistance provIded pur­

suant to paragTaph (1)* 

~B) Finanoial assistance provided pursuant to 
i . 

paragraph (1~ or (2) ahall be: used by a project partic­

ipant only for the payment of qualified expenees~ , 

(4) APPLlCAB~LrTY OF OTHER LAW.--The provisions of 

aection SZ9 of the Internal Revenue Code of 1986 (26 U.S~C. 

S'i) and such rules, regulations and prQcedu~~B •• may be 

prescribed by the SQcX"Itary of the Tr.asury under auch Cod. 

shall apply to'an in~1vidU81' devel~nt account tor which 

financial a••istance la provided pursuant to this aubseo· 

tion. 

(5) EFFEC'l' OF PROlIIBlTEO 'l'RANBAC'!'l'ONS.-.in tbll;'l event 

that an individual development account eeap.. to be an 

http:l'RANBAC'!'l'ONS.-.in
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individual development account under the provisions of 

••etion 529(8) of the Internal R.venue Code of 1986 (26 

U.S.C. 529(e)), title to all amounts in such aocount attrib­

utable to financial •••istAnge provided pursuant to pare­

qrapb (1) or (2) ,shall vest in the grzmtee providing finan­

c1al assistance pursuAnt to pa~a9raph (1-) and such Amounts , 
shall be paid to such grantee. 

(i) LOCAL COI\TROL OVER DEMONSTRATION,­

(1) Each qrantea shall, aUbjact to the proviaiona of 

subaection (k). have sale responsibility tor the a4ministra­

tion of demonBtr~tion p~oj8Cts approvad by the Administra­

tor/chairperson. i 
(2) Tn. Administrator/Chairperson .oy prescrib. such 

requlat1on. 68 may be necessary to ensure that grantees 

comply with the terms of approved applications and the 

requirements of this saction. 

(j) ANNUAL REPORTS.­

(1) IN CENERAL~--Eaoh qrantee shall annually report to 

the Administrator/Chairperson ooncerning the progress of 

each approved de.onstration project administered by such 

grante•• The report Sh411f at a .1n~ 

(A) 
I 

de~cribe project participants: 

(a) oo~tain an audited financial statement tor the 

reserve t~d ••tabli.h~ with re.apect. to the projectl 
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(C) provide in!oraation on amounts deposited in 

individual development accounta of project participants 

to whom such assistance 1s provided un~er the project; 

and 

(0) suoh other information •• the ~ini.tr.­

tQr/Ch.airper~on may require with r.I~·c:t to the .valua­

tion of the project purauant to aubs&ction (l). 

(2) SU8MISSION.--Roporta required by paraqraph (1) 

shall be submitted annUAlly not later thAn t~. anniversary 

ot the date the Administrator/ChairpersQn approved the 

application tor the demonstrAtion project. 

(3) COORDINATION WITH STATE GOV~.--A grantee 

shall transmit a copy of eaCh report required by parAgraph 
, 

(1) to the Treasurer (or equivalent official) of tbe state 

in which the proj~t is cDnducted at the t~Q prQQcrib&d by 

paraqraph (2). 

(k) SANCTIONS.-­
, 

(1) REVOCATION OF CEIIONS'.rMTION AtlTHOR;J:TY.-It the 

A4m1n1Gtrator/CbA1rpe~son dete~1nes a qrantee 1s not con­

. ducting a demonstra,tion project in accordance with the 

approved application and the requirements of this section, 

and has failed to: vfu.1el"take c:orractive edt.ion satisfaotory. , 

to the Administrator/Chelrperaon, th. Adminlatra­


tor/Chairperson may revoke the approval to conduct tho
, 
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project. A determination by thQ A4mlni&trator/Cbairparaon 

to r4voke the approval for ~ demon8tration project .bAll ~ot 

Do 5Ubjact to review by any oourt. 

(2) AC'l'lONS UQUIRl!ll UPON RBVOCJ\TIO~.-

CA) It 'the Administrator/Chairperson revokes 

approval to 'eon4uct a demonstration project pur&Uant to 
,, 

paraqraph {~}, th~ Administrator/ChaIrperson-­

(i) shall suspend the projeett 
, 

(1i) ohal1 take control Gt the reserve tund 

established pu~auant to subsection (t) with re­
,

apact to BUch projact; and 

(1i1) sholl SOlicit applications from enti ­

ties described in subsection (a) to conduct the 

suspenaed project in accordAnee with the approved 

app1ication (or under aUoh terms and conditione as 

the Ablnistrator may preBCriba) and tho require­

menta of thi. Netion. 
, 

(Bl It the Adminiatrator/Chairparaon app~es an appli ­
; 

cation to conduct tha suspended project, the Admlnistra­

tor/Chairp.r~Qn ahall transfer to the new qrante. control of 

the reserve tund'establisb~d pursuant to subsection (I) for 

the project. and .ucb 9rant~Q .hall he considered to be the 

oriqinal qrantee for purposes of this section. The dAte th~ 
, 

Admin1ctr6tor/Chairp...on approv.d tn. application oL the 

i, 
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, 

new qrantoe to conduct the suspende~ project shall apply tor , 

purpo••s of the annual reports required by subsection (j). 

(C) If the Administrator/Chairperson has not Approved 

an application to conduct a project by the date that is one 

year atter approval to conduct the project was ~voked, the 

Adminiotrator/Chairpersoh sh~ll--

(i) te~inate the project: and 

(ii) distribute r_=-lninq amountu in the reserve 

fund for 8uch project and invoat&ents ~de from amounts , 
in the reserve fund in &ooordanoe with the provisions 

Qf eUb.ecti~n tt) (6). 
, 

(.l.l PROJECT EVALt!ATIONS.­

(1) IN GENmRAL.--Not later than aix months After the 

date ot enact.ment of this Act, tha Ad.mini!Jtra­

tor/Chairpar.on, ,in con.ult«tion with tn. s.crotary of tn. 

'rNasury and the lSeoretary of the Department of: Health and 

H'wlltm Services# sheJl enter into Do contract with an indepen­

dent organization (hereinafter "evaluator") tor the evalua­

tiQn of individual demonstration projects oonduoted pursuant 

to this seotion and the etfeotiveness of assistance provided 

to eligible persons pursuant to this section. 

(2) EVALUATIONS.--In enter1nq into tha contract provid­

ed for in parsgraph (1), th. Administrator/Chairperson 

ahou14 cons14_r prcvidinq tor evaluation ot-­

http:tor/Chairpar.on
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(A) the types ot into~ation and PUblic eduoation 

efforts that attract projoct participant.: 

(8) tha accessibility ot the demonstration project 

by participants and the ease or partioipation: 

(C) the level of tinllnc:ial assistanoe requ1r,ed. to 

otimulate participation in the 4emon&tration project, 

and Whother such level varies among different demo­

graphic populationSI 

(D) whQthar project taatur.. utilized in conjunc­

tion with individual development accounts (such as peer 

support¥ structured piann!n; Gxerci••• 1 a.ntorinq. and 

ca.e management) oontribute to participation in the 

project: 

(E) the level of 6elf-sufficiency achieved by 

project participants •• measur.d by .mployment or s.1£­

employment rat6s 1 earned and inv••tmant income, exit 

rat•• , poverty rat... and r.cidivlam rate., particular­

ly tor p~oqra. participants eligfbl& for food stamp 

benetits and AFOC1 

(F) the reduction in the level Q!.pub110 8xp0n­
. . 

diture On project particIpants aa '.aaaured DY oban~$ 

in overall BU~pcrt payments inOlUdinQ AFDC, food stamp 

ban.t1ts, Fe4eral child eare asaiatanc., r_d_ral hous­

in; asuistanoe, JOBS, and other benefits, taking into 
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account costs incurred by the Federal Governmant in 

support of d~monstration projects; 

fG) the, ~8Vel ot asset accumulation by project 

partioipants' aa meAsured. by &avinqa rates, net worth, 

business Btart-ups, human OApital inv••tm.nt., new 

homes, numbur of loan. to low-income an4 AFDC el191bl. 

tamilies f and whother asset acoumulation oontinued 

atter a subBidy or other casistance, 

fH) the economic, Psychol~g1cal, and socl~l .t­

tects of asset accumulation, and 

(I) the.· circumstances concerning and the extant to 

which asset ~ccumulation by projeot partioipants con­

tributes tOj 

(1) '& qreatGr Gense ot .Acurity and control 

and po_itiv. cutlookJ 

(ii) qreater household stabilitY1 

(iii) increased long-tera planning; 

(lv) increased efforts to maintain and devel­

op assets;, 
. (v) greater ~owledqe about savinqs, inVest­

ments, and other financial mattera}, 
(vI) increaaad effort end .ucces. in eduoa­

tional achievement within the household: 
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(vii) increaae4 apecia11zatlon in career 

dwelopment: 

(viii) improved social statusl 

(ix) increased political p.rticipationl 

(x) increased community involvement' 

(xi) increased earned income1 
I 

{xii) dacreased relianoe on traditional foras 

of public oGa1stanoei with particular emphasis on 

foOd stamp benefitu and APDC: and 

(xiii) incyeas.a'tendancy to save 4urinq and 

Aftar the period ot project participation. 

P) I«ETlIOOOI,OGllCAL REQtn:REKENTS .-In evaluoting any 

d.aonatration project conducted under thiu .action, th. 

eval1,1ator should :obtain such quantitative 44,ta batore, 

durin9~ and after the projeot, as is neo&asary to .valuat. 

the project. 

Jm, OEFINITIONS.-As used in this section: 

(1) HOUSEHOLn.--The term whousehold ft means all in4ivid­

uals who share use Of a walling- unit As. prilllA:ry quarters 

for livinq and aatin; separAtely trom otbar individuals. 

(3) NET 1IOR'l'H.­

(Ill DI GENtmAL.-boept as provided in .ubp.ra­

qraph (B), the term "net YOrth" lIilEtanS t with respect to 

« household, the agvre9"ate fair market value of all 
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assets that are owned i~ whole or in part by any ~Gr 

of the household, less the obliqationm or da~tB of any 

member of th. household. 

(8) ASSETS EXCLUDED.--Net worth &hall b. det.r ­

mine4 without takinq into aocount tn. ~air .arkat valqe 

and the obliqatiofts ~r debts ot-­

(i) tn",pru..ry d""llinq unit of tho hou...­

hold; 

(11) the motor vehicle havin9 the greateat 

equity value, and 

(ill) itema eSQentlal tor daily living, such 

a8 olothes. furniture, and ai~ilar items o~ limit­

ed vAlue. 

(4) INDIVIDUAL DEVELOJ1Ml!NT ACCOUNT.-'l'he tam "individ­

ual d6velop~ant account" .hall have the same meaning given 

such term in .6oticn 529 of the Internal ~.v.nu. CO~. of 

19S6 (26 U.S.C. 529). 

(5) PRO.1E:C"l' YEAR.~hlil term ·projllct year- means with 

respect to a demonstration project. Any of the tive cons.cu­

tive 12-month periods beqlnninq on the date the project 15 

approved by the Administrator~ 

(6) QUALIFIED ORGANIZATION.-'1'he term "qoalitied orga­

nization" m.ana a community dev.lapment tinancial in.t1tu­
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tion as defined in seotion of tne Community OOVelopment 

Banking and Finanei41 .Inetitutlona ~ct of 1994. 

(7) ELIGIBLE: PERSON DEFINED.--The tarn Oeliqible per­
, 

sonft means any person who is a member ot a household that 

~ets allot the fcllowinq requiramants: 

CA) EITe TEST.:-'!'be,household has at least one 

individual who is an eliqible individual within the , 
meaning or seotion 22(0) el) of the Internal Revenue 

, 
Coda of 1986' for purposes of the earned income tax 

credit. 

(B) INCOME TEST.--Tho hou.ehold did not have 

edjust." qro·cc income (as d.etormined pu~auant to the 

Internal Revanue Code of 1986) in tne immediately 
, 

preoedlnq calendar year in exces, of $18,000. 

(C) NET WORTH T!ST.--Tbe net worth of the houa.­

bold~ AS of the close of the immediately prec.dlnq 

calendar year, did not exceed $20,000. 

(8) QUALIFIED EXPBNSES~~e te~ -qualifiQd e~n.es" 

ahall have the sa.e meaning as provided in section 529 (c) (1) 

or the Internal Revenue Code ot 1986 (26 U.S.C. 529(0)(1). 

cn) AQTHORIZArION OF APPROPRIATlONS.--To oarry out the 

purposes of this section there are authorized to be dppropriated 

to tha AdministratorjChairporson-­

(1) $10 , 000;000 tor fiscal year 1997, 
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(2) $20,000,000 tor eoch of tiscal years 1998, 

1999, 2000, anQ,2001, and 

(3) $10,000,000 for fi80al yQAr 2002. 

SEC. 134. INDIVIDUA~ DEVELOPMBNT ACCOUNTS 

(a) IN GENERAL.--5ubchapter F of c~.pt.r 1 ot the internal 

Revenue Cede ot 1986 (relat109 to e~~itional itemized deduotlQns 

for individuals) 18 amended by addin9 at the end o~ tho Lo11oving 

new partl 

"PART VIII-INOIVIDUAL 01tVELOPHENt' AccotJNTS 

·SEC. 529. INDIVlDUA~ DBVELQPMBNT ACCOUNTS 

fj (A) ESTABUSHMEN'I.' OP ACcot1NTS.~ 

"(1) IN GENERAL.--An individual devel~nt account may 

be establisbed by o~ on bah.lt ot an eliqible individual tOr 

the purpose ot Accumulatinq funds· to pay ·the qualified 

expenses ot such individual. 

-(2) ELIGIBLE INDIVlDUAL.--Tbe term '41iqible !n4ivi­

dual' means an individual-­

"(A) tor whom assistanoe is provided under section 

3(h) of the Individual Oevelopment Acoount Demonstra­

tion ActJ 

d{B) receiving aasi.tanoe under 42 U.B.C. 601 ~ 

1Hm.; or 

-ce} receiving assistance under 7 U.S~C. 2011 ~ 
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"(h) LIMITATIONS.-­

"(I) ACCoUNT TC BENEFIT ONE rNDrvr~AL.--An 'n4ividual,, 
development aQQount mat not be eatablished for the benetit 

of more than one individual. 
: 

• (2) Mlllil'IPLE ACCOtlNTS.-If. at any ti... <lurlnq a· 

~lendar year, two or more Indlvi4ual development accounta 

are maintained for th. ben.tit of an eliqible individual, 

ouch individual shall be treated as an eligible individual 

tor .uch year only with r••pect to the aQcount firat estab­

!isned. 

"(3) ANNUAL LlHIT.--contributions to an individual 

dev.lopment account by an eligible individual for any tax­

able year shall not axc••d the l ....r ot $2 1 000 or lOOt ot 

earned income within the meaning of section 32(0) (~). Ho 

contribution to the account undar .aotion 733(h) of the 

Individual Development Account Demonstration Act shall be 

taken into account for the pu~. of tllis pa:ragraph. 

"'Cc) DEFINITIONS AND SPECIAL R11Ll$9-l'or the purpose. of 

this Hction-­

-(i) QUALIFIED EXPB:NSES~~ term 'qualified. IJItP8nlJes' 

lD:ea:ns one or more of the tollowinq, as provided by the 

entity prov1dlnq aaaistance to tho eliqibl. indlvi4ual under 

section 733(h) of the Zndivldual Development Acoount Demon­

stration Act: 
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• (A) I'OST-SIlCOII!)ARY llOOCATIOIi EXPEIISBS.-Post­

oecondary eduoational .~nsol paid from an individual 

development acoQunt directly to an eliqible educational 

institution. For the purpo••• of t~i. subparagraph-­

"(1) the t.e:r:a ·po.t.....econdary educational 

expenses· meane­

'(1) tuition and te.... roquired for thAI 

enroll~nt or attendance at a atudent at an 

oliqible eduoational institution; 

"(II) feas, books. supplies, ana Bquip­

mGnt reqairad tor couraee of instruction at 

an eliqlbla eaucational institution: and 

-(Ill) a reasonable allowance ror ..ale, 

lQdq1n~, tr~nsportatiQn, end child car., 

while «tt.nd1nq an 611qibla eduoational in­

stitutionr ana 
"{il) the term 'eligible ~ucat1onal institu­

,

t!on t Mcm.­

"(I) an institution described in section 

,481(s)(1) or 1201(a) of the Higher Eduoation 
, 

Act ot 1965 (20 U.S.c. 1088(a)(1) or 

11.1{a)). a& such ..otions are in ertect en 

the date of the enactm«nt of this section, 
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"{XI) an area. vocational education 

SChool (a. detined in subpara9raPh (0) or (D) 

ot section '2l(4) of the CArl D. Perkins Vo­

cational ond Appli.4 Technology Aot (20 

U•••C. 2471 C')ll 1n any State (a8 defined in 

aaption 521(33) of auch Aat), as sUCh section 

is in etfect on the date of the enactment ot 

thi& seation. 

"(8) FIRST-HOME PURCHASE.--Qua11t1.d acquisition 

coats with resp*ct to a qualitied prlncip~~ reaidenoe 

for a qualified fint-time bOlIIObuyer. if paid' from an 

individual dGVelop~.nt Account directly to the persons 
•to whom the amounts are dUe. For purposea ot thie sub­

paraqt'llph­

M(l, the term tqualified acquisition co.t_, 

means the costs of acquirinq, constructin;, or 

• reccn8t~ctin9 a res1dence, and ioplude6 any u.ual 

or reasonable settlement, financinq. or other 

c105il'19 costSt 

-(1i) the term ·~alitled prinoipal resi­

aence t means a prinoipal residence (within the 

meaning 0' section l03~), the qualified acquiai­

tion costs or Which do not .xceed 80 percent of' 

the ave~a9. area puroha.. price applioable to such 

http:dGVelop~.nt
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reBlden~e (deterained in Accordance with para­

graph. (2) and (3) of sootion 143(8»; 

-(iii) the term 'qualified tlrat-tiae hoaa­

buyer' .sana A taxpayer (and~ it married# the tax­

payer'. apouse) who haG no present ownership in~ 

tareet in a principal residence during tho tbr.a~ 

year peried ending on the dato on which a binding 

oontract was ent.r.d into to aoquire, cOnGtruet, 

or reconstruct the principal residence to which 

this subparaqraph applle•• 

«(e) lIUSltIlmS CAPITALIZATIOII_-Amounts paid from 

an individuol development account direotly into a . 

business capitalization account which 1s establiah.d in 

a ~e4eral1y insured rinancial institution and is re­

stricted to use a,olely for qualified. bUBine&o capi­

talization .xp4n6e6~ For purposes ot this BubpAra­

qraph-­
, 

"(i) tha term 'qualified Dulness capital­

ization eXPense. t means qualified expenditures for 

th~ cap1toli••ticn of a qualified buainesa pursu­

ant to ~ qualified planr 

heii) the term 'qualified e~nditur••• means 

expen4ituras included in a qualified plan; inclu4­
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,

'ing capital, plant, equipment, working capital, 

and inventory expen~e., 

~(ili) the term 'qualitied business· means 

any business that "does not contravene any law or 

public pollcy (as determined by tbe Administrator 

of th. community Development lank and Finanoial 

Institution. Fun~)1 

K(iv) ~ te~ 'qualitiod plan' .asna a buai­

ness plan-­

-(X) that ia approv.a by a rinanoial 

in~titutionl or any oth.r institution desi~-' 

na~ed as a oommunity development financial 

inatitutionr' having demonstrated t"iduciary 

intll9dtYI 

"(II) that includes a d4acription of 

aervices or qoods to be sold, • marketing 

plan, 'and projected tinaneial statements I and 

"CIII) that may requi.- tho ~iqible 

individual to obtain assistanoe of an experi­

enced entrepreneurial AdVisor. 

"CD) TlWIBI'I!RS 1'0 IllAs OF FAl'IILY IlEIIBI!RS.-Amounts 

in an individual developm_nt account may be paid or 

transterred directly into another auch account estab­
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12she4 for th~ benefit of an eli9ible individual Who 

is­

"(1) the taxpayer's spouse: or 

-Cl1) .ny dependent ot the taxpayer with 

respeot to whom the taxpayer is. allowed a deduc­

tion under acction 151. 

0(2) INDIVIDUAL DEVELOPMENT ACCOUNT.--The tarm 'indivi­

dual development t\C::c:ount I Deans a trust ~ate4 or organiZed 

in the united Stat.. exclusively for the pu~•• Of p&yinq . 
the qualified eXpense. o~ an eligible individual, but only 

if the written instrument creating the trust m..t. the 

rOllow'1nq requirementa: 

·CA) No oontribution will be Accepted unless it is 

in cash or check. 

-(8) The trustee ia e financial institution In­

Gured by an instrumentality ot the Federal GovernDent. 

ft{C} Tho assets of the account will be invested 

only in federally insured deposits and/or stock of a 

regulated investment company within the meaning of 

aect19n 8S1(a), in accordance witb the direotion of the 

e1iqibla individual. 

-(0) Th~ ••••ts of the trust will not be commin­

9led with other property except in a c~on trust rund 

or common investment fund. 
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"(£) XltOOpt as provided in subparaqraph (F), any 

amount in the aooount which i. attributable to a8&ia­

tanCQ provided under section 733(h) ot tha Indi~idual 

Oavelopment Account Demonstration Act may ~ paid or 

distributed out of the account only tor the purpose at 
, 

pAy~g the qualitied eopen.es of the Gligible indivldu­

01. 
, 

M(r) (i) Any balance in the account on the dey 

Aftar the data on which the individual for whose beno­

fit the trust is established dies vill be transferred 

within '0 days ot suah deto ~s direc~ed by .uoh indi­

vidUAl to another individual development account estab­

lished tor the benefit ot an indivIdual who is .. family 

mamber described in .ubseotion (0) (1) (D) and Who i. on 

eligible individual, or who waa an eligible individual 

on the day immediatelY. preceding the date on which the 

individual for whose benetit the trust i6 established 

dies. 

-(ii) In any case where olau•• (1) does not apply, 
, 

the portion of the aocount attributable to contribu­

tionB other than those provided under section 73J{h) of 

the ~nd1v1dual Development Account Demonstration Act 
, 

shall be paid out within five years of the date of 

death to the beneficiaries of the individuAl ror whose 

http:eopen.es
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ban.tit the account was eatabliahed t and the balance 

ghall b. transferred witbin 60 days o~ the day a~ter 

the date of death to another ind!vidual dnv(\l~nt. 

account established tor the benefit ot An eligible 

individual who ..y be deBiqnated by the individual for' 

whose bener1t the account wa•••tabl1abed. 

"(3) TIME WHEN CONTR1BOTIONS DEEMED MAOE.--A taxpayer 

shall be 4eemed to 'have ~ade a contribution to an individual 

development account on the laot day of tho precedinq tAxable 

yoar if the contrJ..bution is made on account of Gu.cb taxa.ble 

y••r and i. made not later than the ttme pre.ertD.d by law 

tor tiling th. return for such taxable year (not lncludinq 

o)CtonBions tberoot), . 

• (d) TAX 'l'Rl!:AT>IEN'l' 01' DIS'l'RIBU'l'IONS.­

W(l] IN GENERiL~--Exoept .a otherwise provided in tni. 

8ub6ection~ any a=ount paid or distributed out of An Ind!. 

vidual development account ahall ba included in qross income 

of the payee or distributee fot' the taXable year in the 

manner provided in section 72. 

"(2) TREA'l'I!l!N'l' OF ASSISTANCE CON'l'RI8t1'1'IONS.­

"(A) DlS'l'RIBU'l'IONS USED TO PAY QUALIFIED EXPENS­

BS.--If a distribution or pa~.nt trom an 1n4ividuAl 

development acoount i. uaed exclusively to pay tn. 

qualified expenses incurred by the indivlOUal for whose 
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benefit the aooount is established, then, for purposes 
, 

of ..etlan 7~, a.clstance contribut1on. mad. to oOh 

1n41vidual dllWalopme.nt ACcount. \Ul4er section 3(b) of 

the Individual OOvel"p"*nt Account Demonstration Act 

shall be treatad. in tlM: .... at.JUUar as oontraut.1onB 

aa4e,b¥ the eliqlble individual • 

• (II) DIS'l'Rlllll'rIONS NOT IISZ!) '1'0 PAY QllALfl'nm 

EXPENSES.--I~ • distribution Dr payment fxoa on ind1­

v1duol development DCco~t 1& not used exclua1valy to , 

pay the qualified expense. incurred by the' individual 

for who•• benetit the account i& eatablisbad, then, tor 

purpoCOQ of aeotion 12_ •••1stanoa contribution...~ 

to such individual development account under section 

3(h) of the Individual Davolopoent Aooount no.onatre­

;:1on Act Shall be treated. in the aama manner as urn-
I1nge on tho ac:ulOunt., 

• (e) TAX TREA'l'KElI'r OF ACCOUN'l'S.-­

"(1) EXEKP'l'ION FRO>! TAX.--An In!Slvldual davel_nt 

aocount 1. ex.mpt from taxation under this .ubtitle unl••• 

such account ha. oeasG4 to be an individual devalo~ent ac­

count by rae.on ot,paraqropb (a). Notw*~n9 the 

preoe41ng ••ntence t any such account Ie .object to the taxes 

i~oBGd by aeotion 5~1 (relating to imposition of tax on 

http:dllWalopme.nt
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unrelated business income of charitable, etc. organiza­

tions). 

"(2) LOSS OF EXEMPTION OF ACCOUNT WHERE INDIVIDUAL 

ENGAGES IN PROHIBITED TRANSACTION.-­

"(A) IN GENERAL.-If the individual for whose 

benefit an individual development account is estab­

lished or any individual who contributes to such ac­

count engages in any transaction prohibited by section 

4975 p862Xrespeet to the account, the account shall 

cease to be an 'individual development account as of the 

first day of the taxable year (of the indl so 

engaging in such transaction) during which such trans­

action occurs: ' 

"(B) ACCOUNT TREATED AS DISTRIBUTING ALL 

ASSETS~--In any case in which any account ceases to be 

an individual development account by reason of subpara­

graph (A) as of the first day of any taxable year-­

"Ci) 'all assets in the account on such first 

day that are attributable to assistance provided 

under seetion 733 (h) (1) and (2) of the Individual 

oevelopment Account Demonstration Act shall be 

paid as provided in section 733(h)(5) of such Act; 

and 
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.. (H) the provisions of subsection (d) (l) 

shall apply as if there was a distribution on such 

first day' in an amount equal to the fair market 

value of all other assets' in the account on such , 
first day. 

"(l) EFFECT OF PLEDGING ACCOUNT AS SECURITY.-If, 

during any taxable year, the individual for whose benefit an 

individual development account is established l or any indi­

vidual who contributes to such account I uses the account or 

any portion thereof as security for a 10an-­

tI (A) an amount equal to the part of the portion so 

used which is attributable to assistance provided under 

section 733(h) (1) and (2) of the Individual Account 

Demonstration Act shall be paid as provided in section 

733(h) (5) of such Act; and 

II (B) the remaining part of the portion so used 

shall be treated as distributed under the provisions of 

subsection (d)(l) to the individual $0 using such 

portion. 

"Cf) ADDITIONAL TAX ON CERTAIN AMOUNTS INCLUDED IN GROSS 

INCOME.­

.n (1) DISTRIBUTION NOT USED FOR QUALIFIED EXPENSES.-In 

the case of any payment or distribution that is not used 

exclusively to pay qualified expenses incurred by the eligi­
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hIe individual for whose benefit the account is established, 

the tax liability of each payee or·distributee under this 

chapter for the taxable year in which the payment or distri ­

bution is received shall be increased by an amount equal to 

10 percent of the amount of the distribution that is includ­

ed in the gross income of such payee or distributee for such 

taxable year. 

"(2) OISQUALIFICATION·CASES.--If any amount includible 

in the gross income of an individual for a taxable year 

because such amount is required to be treated as a distribu­

ticn ~nder paragraph (2) or (3) of subsection (e), the tax 

liability of such individual under this chapter for such 

taxable year shall· be increased by an amount equal to 10 

percent of such amount required to be treated as a distribu­

tion and included in the gross income of such individual. 

"(3) DISABILITY OR DEATH CASES.--Paragraphs (1) and (2) 

shall not apply if the payment or distribution is made after 

the individual fcr;whose benefit the individual development 

account becomes di~abled within the meaning of section 

72(ro) (7) or dies. 
, 

"(g) COMMUNITY PROPERTY LAWS.--This section shall be applied 

without regard to any community property laws. 

"(h) CUSTODIAL ACCOUNTS.--For purposes of this section, a 

custodial account shall be treated as a trust if the assets of 
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such account are held by a bank (as defined in section 40S(n» or 

another person who demonstrates, to the satisfaction of the 

Administrator of the Community Development Bank and Financial 

Institutions FUnd, that the manner in which he will administer 

the account will be consistent with the requirements of this 

section, and if the custodial account would, except for the fact 

that it is not a trust, constitute an individual development 

account described in subsection (c)(2). For purposes of this 

title, in the case of a custodial account treated as a trust by 

reason of the precedinq sentence, the custodian of such account 

shall be treated as the trustee thereof. 

U(1) REPORTS.--The trustee of an individual development 

account shall- ­

"(1) prepare reports regarding the account with respect 

to contributions, distributions# and any other matter re­

quired by the Administrator of the community Development 

Bank and Financial Institutions Fund under regulations; and 
,

"(2) submit such reports, at the time and in the 

manner prescribed by the Administrator of the Community 

Development Bank an~ Financial Institutions Fund in 

regulations, to-­

fiCA) the individual for whose benefit the account 

is maintained: 
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"(5) the organization providing assistance to the 

individual under section 733(h) of the Individual 

Account Demonstration Act; and 

"eC) the Administrator of the Community Develop­

ment sank and Financial Institutions Fund.". 

(b) CONTRIBUTION NOT SUBJECT TO THE GIFT TAX.--Section 2503 
I 

of the Internal Revenue Code of 1966 (26 U.S.C. 2503) (relating, 
to taxable gifts) is amended by adding at the end thereof the 

following new subsection: 

"(h) INDIVIDUAL DEVELOPMENT ACCQUNTS.--Any contribution 
I

made by an individual to an individual development account 

described 1n section 529(0)(2) shall not be treated as a 

transfer of property by gift for purposes of this chapter. It. 

(e) TAX ON PROHIBITED TRANSACTIONS.--Section 4975 of "the 

Internal Revenue code of" 1986 (26 U.S.C. 4975) (relating to 

prohibited transactions) is amended-­

(1) by adding at the end of subsection (el the follow­

ing new paragraph: 

"(4) SPECIAL RULE FOR INDIVIDUAL DEVELOPMENT AC-

COUNTS.--An individual for whose benefit an individual 

development account is established and any contributor 

~o such account shall be exempt from tax imposed by 

this section with respect to any transaction concerning 

such account (~hich would otherwise be taxable under 
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this section) if, with respect to such transaction, the 

account ceases to be an individual development account 

by reason of section 529 (e) (2) CA) to such account. "; 

and 

(2) in subsection (e) (1), by inserting ", an individual 

development account described in section 529(0) (2)" after 

"section 408(a)". 

(d) FAILURE TO PROVIDE REPORTS ON INDIVIDUAL DEVELOPMENT 

ACCOUNTS.--Section 6693 of the Internal Revenue Code of 1986 (26 

U.S.C. 6693) (relating to 
, 

failure to provide reports on individu­

a1 retirement accounts or annuities) is amended-­

(1) in the heading of such section, by inserting "OR ON 

INDIVIDUAL DEVELOPMENT ACCOUNTS" after "ANNUITIES"; and 

(2) by adding at the end of sUbsection (a) the follow­

lng new sentence: "The person required by section 529 (i) to 

file a report regarding an individual development account at 

the time 'and in the·manner required by such section shall 

pay a penalty of $50 for each failure, unless it is shown 

that such failure is due to reasonable cause.". 

(e)' SPECIAL RULE FOR DETERMINING AMOUNTS OF SUPPORT FOR 

DEPENDENT.--Section 152(b) of the Internal Revenue Code of 1986 
, 

(26 U.S.C. lS2(b)) (relating to definition of dependent) is 

amended by adding at the end the following new paragraph: 
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f1(6) A distribution from an individual development 

account described in section 529(c) (2) used exclusively to 

pay qualified expenses described in section 529(0)(1) of the 

individual for whos~ benefit the account is established 

shall not be taken into account in determining support for 

such individual forlpurposes of this section.". 

(f) CLERICAL AMENDMENTS.-­

(l) The table of parts for subchapter F of chapter 

1 of such Code is ~mended by inserting at the end the 

following new item: 

(2) The table of sections for subchapter B of chapter 

68 of such Code is" amended by amending the item relating to 

section 6693 to read as follows: 

"St'e. 6693. 	 feHure t4 provide NpOrts on individual Qe.... lo~t .oC-COlXlta or lmuitles 

or on individual cMVfltopnenr ,CCOIJnt$. If • 

(9) EFFECTIVE DATE.--The amendments made by this section 

shall apply to contributions made after the enactment of the Act. 

TITLE VIII - SELF EMPLOYMENT/MICROENTERPRISE DEMONSTRATIONS 

SEC. 	 801. DEMONSTRATION PROGRAM TO PROVIDE SELF-EMPLOYMENT OPPOR­

TUNITIES TO WELFARE RECIPIENTS AND LOW~INCOME INDIVIDU­

ALS. 

(a) IN GENERAL.--The Secretary of Health and Human Services 

(hereinafter in this section referred to as the "Secretary") and 
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the Administrator of the Small Business Administration (hereinaf~ 

tar in this section referred to as the "Administrator"), shall 

jointly develop a self-employment/microenterprise demonstration 

program for at least five years in length that will build on the 

experience of microenterprisa and self-employment programs 

previously carried out by the Federal Government and other 

entities. The program shall be desiqned-­

(1) to identify regulatory and other barriers that prevent 

welfare recipients and low-income individuals from increas-

Ing self-sufficiency through self-employment and microenter­

prise development, and to identify and test effective means 

to eliminate such barriers: 

(2) to develop arid evaluate promising program models, 

based upon existing effective practices, which have the 

potential to (A) increase the number of welfare recipients 

and low-income individuals who become self-sufficient or 
, 

increase self-sufficiency through self-employment and 

, microenterprise development and (B) reduce Federal spending, 
on transfer payments and services to welfare recipients and 

low-income individu~ls; and 

. ' 


(3) to demonstrate the potential for expanding the capaci­

ty of , local organizations to provide services, technical 

assistance and loans which help welfare recipients and low­
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income individuals start or expand self-employment or 

microenterprises. 

(b) USE OF INTERMEOIARIES.--TO carry out such program, the 

Secretary and Administra~or shall jointly enter into agreements 

with local intermediaries that-­

(1) apply to participate in such program, and 
,

(2) demonstrate that they are capable of implementing the 

provisions of the aqreement~ 

(c) PRO~RAM DESIGN'7-In order to facilitate a randomized 

evaluation~ as provided for in subsection (i) (1) below, the 

Secretary and Administrator shall identify those predominate and 

effective program models currently used by existing 

intermediaries to provide self-emploYment And related services to 

low-income individuals, and shall design the demonstration 

program in order to evaluate at least two distinct types of 

program models with contrasting levels of technical assistance. 

In designing the demonstration program, the Secretary and 

Administrator shall cons~lt with appropriate parties, such as-­

(1) state and local agencies and private, nonprofit 

organizations with experience in administering self­

employment programs that serve low-income individuals; and 

(2). other persons with recognized expertise in conducting 

randomized evaluations of self-employment programs or other 

related programs. 
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(d) ASSISTANCE TO INTERMEDIARIES.-­

(1) IN GENERAL.--To carry out the program, the Secretary 

and Administrator may provide the following assistance to 

intermediaries selected to participate in the program-­

(A) grants for providing technical assistance to 

eligible individuals, for operating costs and for costs. 

associated with participating in the evaluation 

provided for in sUbsection (i}(l) below. 

(B) loans guarantees; and 

(C) loans. 

(2) TECHNICAL ASSISTANCE TO INTERMEDIARIES.--The secretary 

and Administrator may provide grants to intermediaries or 

third-party technical assistance providers for the provision 

of technical assistance to intermediaries selected to 

participate in this program. 

(3) TERMINATION OF ASSISTANCE.--Assistance awarded 

pursuant to this section may fully fund project periods of 

up to five years. The Secretary and Administrator may 

revoke, terminate or reduce assistance to an intermediary if 

the intermediary fails to comply with the terms of any 

agreement it enters into with the Secretary and 

Administrator. 

(e) SELECTION OF INTERMEDIARIES.-­
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(1) IN GENERAL.--In determining whether to enter into an 

agreement with an intermediary under this section, the 
, 

secretary and Administrator shall take into consideration-­, 
(A) the intermediary's record of success in serving 

low-income individualsi .,
(B) the intermediary's record of success in providing 

technical assistance or loans to low-income individuals' 

for the purPose of self-employment: 

(C) the nature, types, and.costs of technical 
. 

assistance and/or lending methods the intermediary will 

employ in serving the target population; 

(D) the intermediary's ability to obtain matching 
, 

funds from private sources; and 

(E) such other matters as the Secretary and 


Administrator deem appropriate. 


(2) ADDITIONAL PROGRAMS.--In addition to the demonstration 

program provided for in subsection (c) above, the Secretary 

and Administrator may select up to five intermediaries that 

would employ program models that would operate independently 

of the randomized evaluation provided for in subsection 

(i) (1) below, where such pro9ram models demonstrate 

promising, innovative strategies that could not readily be 

evaluated by a rando,mized experimental design .. 
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(f) ELIGIBLE INDIVIDUALS.--An individual eligible to 

participate in a program conducted under this section is any low-

income individual or welfare recipient. The Secretary and 

Administrator shall ensure that an appropriate minimum percentage 

of welfare recipients will participate in each demonstration 

program funded under this section. 

(g) PROVISIONS OF AGREEMENTS.--Any agreement entered into 

with an intermediary under this section shall provide that-­

(1) the intermediary has or will have an agreement with 

the local agency responsible for administering the job 

opportunities and b'asic .skills training program (as provided 

for under part F of' title IV of the Social Security Act) 

(hereinafter in this section referred to as the "JOBS" 

programs) and the Work Program (as provided for part Gunder 

title IV of such Act) such that JOBS and Work program funds 

will be used to provide support services, including training 

and technical assistance, to participants in the 

demonstration programs funded under this section; 

(2) the intermediary. will implement a program that is 

approved by the Secretary and Administrator; 

(3) the intermediary will cooperate with any independent 

evalu~tor(s) selected pursuant to subsection (i) below; and 
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(4) the intermediary will meet any other obligations 

required by the Secretary and Administrator, including any 

fund matching requirements, 

(h) PROGRAM ADMINISTRATION.-­

(1) IN GENERAL.--The Secretary and Administrator shall 

enter into a memorandum of understanding for the joint 

administration of the demonstration programs provided for by' 

this section. The designation of intermediaries to 

participate in the ~rogram shall be oompleted no later than 

12 months after the 'date of appropriation of funds for this 

Act. 

(2) COORDINATION WITH OTHER AGENCIES.--The secretary and 

Administrator shall also coordinate and consult with the 

secretaries of the Department of Agriculture, the Department 

of Housing and Urban Development, and the Department of 

Labor, on regulatory or other reforms or coordinated efforts 

by such aqencies that may further eliminate barriers to 

self-employment and legitimize microenterprise develop~ent 

by low-income individuals and welfare recipients. 

(i) EVALUATION AND REPORT.-­

(1) IN GENERAL.~-The Secretary, in consultation with the 

Admin~strator, shall, conduct or provide for an evaluation of 

the effectiveness of the demonstration program provided for 

in subsection (0) above and shall prepare and submit to the 
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president and Congress a preliminary report of the 

evaluation no later than three years following the 

desiqnation of intermediaries and a final report no later 

than seven years following such designation, together with 

such recommendations, including recommendations for 

legislation, as the Secretary and Administrator deem 

appropriate. Such evaluation shall be based on an 

experimental desig~ with random assignment between a 

treatment qroup and' a control group. In designing the 

evaluation, the Secretary shall consider testinq for-­

{A} greater self-sufficiency as measured by 

employment and self-employment rates, amount of earned 

income, poverty rates, and exit and recidivism rates 

for Aid to Families With Dependent Children 

(hereinafter in this section referred to as ItAFDC"), 

Food stamps and other public assistance programs; 

(8) reduced ~osts of public support as measured by 

changes in overall support payments for items such as 

income maintenance t food, child care, health caret 

housing, job training and other benefits; 

(e) number of businesses and jobs created, number of 

~oan~ to welfare recipients and low-income individuals, 

repayment rate~ for loans, and business performance 

after welfare or other public assistance ends; 
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(D) the rela~ive effectiveness, cost-to-benefit 

ratio, and degree of financial self-sufficiency of the 

different program models employed by the intermediaries 

participating in the demonstration program; 

(E) the program's impact and effectiveness in serving 

participants i~ a time-limited welfare system f as 

compared to other low-income individuals: and 

(F) the effectiveness and cost-to-benefit ratio of 

any modifications effected under section(s) of this 

Act [liberalizations of the income, resource or 

business asset disregard rules relevant to 

microenterprlse] in helping welfare recipients and low­

income individuals in both the control and treatment 

groups beoome self-employed. 

(2) EVALUATION OF ADDITIONAL PROGRAMS.--The Secretary, in 

consultation with th~ Admin~strator, shall also conduct or 

provide for an independent evaluation" of the effectiveness 

of any program models selected pur'suant to sUbsection (e) (2) 

above and shall prepare and submit to the President and 

Congress a preliminary report of the evaluation no later 

than three years fol~owin9 the desi9nation of 
. 

intermediaries, and a final report no later than five years 

following such desi9~ation, together with such 
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recommendations, including recommendations for legislation, 

as the secr~tary and Administrator deem appropriate. 

(3) PRELIMINARY REPORTS TO CONGRESS.--The preliminary 

reports provided for in paragraphs (1) and (2) of this 

subsection shall include an analysis of any regulatory or 

other barriers that prevent welfare recipients and low-

income individuals from becoming self-sufficient 

through self-employment and microenterprise 

development. 

(4) REQUIRED INFORMATION.--The Secretary may require each 

intermediary selected pursuant to this section to provide 

the Secretary with such information as the Secretary 

determines is.necessary to carrying out the duties of this 

subsection. 

(S) EARLY AND REGULAR INFORMATION SHARING WITH 

INTERMEOIARIES.--The Secretary, in consultation with the 

Adminlstrator t shall provide early and regular feedback and 

surnrnarie~ to intermediaries selected to participate pursuant 

to this section of the progress of the evaluation, the data 

collected durinq the evaluation, preliminary findings and 

such other information as the secretary deems appropriate. 

The Secretary shall provide such feedhack and summaries at 

least once a year for the life of the demonstration. 
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(j) AUTHORIZATION OF APPROPRIATIONS.--To carry out the 

purposes of this section there are authorized to be appropriated 

to the secretary and Administrator-­

(li $4,000,000 for fiscal year 1997, 

(2i $8,000,000 for each of ·f1scal years 1998, 

1999, 2000, and 20001, and 

(3i $4,000,000 for fisoal year 2002. 

(k) DEFINITIONS.--For the purposes of this seotion-­

(1) the term "intermediary" means an organization, 

partnership, or consortium of organizations that acts as a 

lender and/or as a technical as~istance provider to 

individuals who wish to start or expand a microenterprise; 

(2) the term "low-income: individual tl means an individual 

whose income level does not exceed 130 percent of th'e 

official poverty line as defined by the Office of Management 

and Budget: 

(3) the term "microenterprise" generally means a business 

that has a net worth of less than $15 t 000; 

(4) the term fltechnical assistance" as it relates to 

aSSisting a welfare. recipient or low-income individual to 

become self-employed includes business technical assistance, 

entrepreneurial training, and/or personal development 

services; and 
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(5} the term "welfare recipientU means a participant in a 

time-limited welfare program who is eligible for the JOBS or 

work program or a person who is receiving assistance from 

AFDC. 



WELFARE REFORM 


LEGISLATIVE SPECIFICATIONS 


PART I 
- MAY26, 1994­

I. PREVENT TEEN PREGNANCY AND PROMOTE PARENTAL REsPoNSIBILITY 

n. MAKE WORK PAY 

• Child care 
, 

• Advanced Earned Income Tax Credit 

• Earned Inrome Disregards 

m. IMPROVING GoYERNME!I.'T AssISTANCE 



PREVENT TEEN PREGNANCY 

AND PROMOTE PARENTAL RESPONSmn.ITY 


A. 	 NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE 

1. 	 Teen Pre~aocy Prevention Mobilization Grants and Establishment of a National 

Clearinghouse 00 Teen PregnanCY
, 

Current Law 

There are numerous Federal programs thtJI address the issue ofteen pregnancy prevention, including 
repeat pregrumcies. Some focus specifically on leen pregnancy, bur given thar the multiple problems 
adolescents face are often ime"eiated, the specifiC problems that other programs emphasize (e.g.• 

,substance abuse. school drop-oUl) are also reimed to adolescent pregnancy prevention. Cu"enl 
federal effoNs include HHS's family planning grants, 11WUrnal and child health programs, adolescent 
health programs, runaway and homeless youth programs, and alcohol and substance abuse prevention 
programs. Department 0/Education effons include drug-jree schools and communities programs, and 
postsecondary education outreach and student suppon services programs; and the DepartmeIU of 
Labor effons include New Ouznce. Youth Fair Ouznce. JIPA programs. and the Young Unwed 
Fathers Project. There are also progrqms in the DepanmelUs ofHousing and Urban DevelopmelU. 
Agriculture. Justice. Interior and Defense. 

We must address the issue of raising births to unmarried teens. There will be a national campaign to 
help reduce the number of unma"ied teenagers who become pregnaIU and parents. This campaign 
will also take ilUO accoulU the myriad ofrisky behaviors thai can be related to teenage pregnancy. It 
will also strive to develop. enhance and promote youth competence; and connection to families, 
communities, and society. 

The rise in binhs to unmarried teens over the past generation has raised the iss~ ofteen pregnancy 
to national significance. The number ofbirths to unwed teen mothers increased from 92,000 in 1960 
to 368,000 in 1991. eases headed by unwed mothers (r.en and older) accoumedfor aboUlfour-jifihs 
ofthe growth of1.1 million in the welfare rolls over the past ten years, from 3.86 millionfamilies in 
1983 to 4.97families in 1993. 

AdolescelUs who bring children ilUo the world face a very difficult time getting themselves out of 
poverty, while young people who gradUillefrom high school and defer childbearing umil they are 
mature. married and able to support their offspring arefar more likely to get ahead. Both parelUs 
bear responsibility for providing emotional and material support. The owrwhelmJng majority of 
teenagers who bring children ilUO the world are not yet equipped to handle this jundamelUal 
obligation. They are often not equipped to luJndJe peer pressures and W risk ofother activities 
leading to negative consequences. such as substance abuse. delinquency and violence. 

The non-legislative aspects ofthis campaign are a national mobilization thai pulls together business. 
1IQ/iollill and community volunJary organizatiOns. religiOUS Institutions. schools. and the media behind 
a shared and urgent challenge directed by the President; the announcement ofnational goals to define 
the mission and to guide the IWrk of the national campo/gn; and the establishment ofa privately 
funded non'profit, non·portisan entity commined to the goals and mission of the national campaign. 
These are the esselUial bu/Jding-blocks ofa comprehensive campaign jor youth balancing opportunity 
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and resp;m.sibility ocross IhL full rang. ojMmlnJstration youth inllialivts, including Goals 2O(X), 
Sclwol-to-Work, NOOv... Service, rhe preventlVl! healrh provisions under IhL Healrh Security Act, rhe 
qfler-sclwol and jobs programs Included In IhL pr ..... nrIon packoge I. rhe Crime Bill. aJ we/l as IhL 
prevention strategies P"'fXJud below as part ofW</Jart r(jorm. 

'Ilu!re are _Ieglslatt... aspects ojthis illll/ative. 'IIu!first. oddresud below, Is a Tee. I'rtgnancy 
Prew:OOon M<>bUization Grant Program where ubow 1,tXX1 schools and ccmt1IIUI/ty-based programs 
woald be providedjlexible grants, averaging Sl()O,tXX1 each, <011 /ntpkment tee. pregnancy 
prevettIon strategies with rt!cords ojpromising ,.sults. Fandlng would be targeted to schools with 
IhL highest concentration ofmiddle and high school age YOUlh at-risk. 'IIu! g1Uli would be 10 work 
with yOUJh as eorty as age 10 and .,,<>bUsh continuous contact and im>olw:ment through graduation 
from high sclwol. To ensure quality and establish a ... sible and tfftctive presence, these programs 
will be sllP"rvlsed by profess/.... stal!and, where feasible, be supparted by a leam ofand.... 
service partlclpollls provided/ly the Corporation Jar NOOanal and Communlly Service. 'IIu! secoati, 
described In number 2 below, Lr a compreh£nsive services «moll.stration opprpach to tnJumce our 
learning from prevention approaches. 

S~""ificatIQjlO 

<a) 	 A separate authority under the Title XX of the Social Security Act would be established for 
grants to promote the development, operation, expansion. and improvement of school-based 
and -linked adolescent pregnancy prevention programs io areas where there are bigb poverty 
rates or high rates of unmarried adolescent births. 

(b) 	 The approve<! applic:ant ,hall be entitle<! to payment of at least S5O.000 and nOI more than 
$400,000 each fiscal year for five years. The grant amount will be based on an assessment of 
the scope and quality of the proposed program and the number of children to be served by the 
program. The grant must be expended in that fiscal year it is awarded or the succeeding 
fIScal year. At least a 20 percent non~F-edera1, cash or in-kind match, is required, Priority 
will be given to those with a higher match or an increasing ratio of non-Federal resources 
over the length of the grant. ' 

(e) 	 The grants will be joinrly awarded by HHS. Education, and the Corporation for National aod 
Community Service, in consultation with other Federal departments and agencies. The 
administration of the program could be delegated to another Federal entity. such as the 
proposed Ounce of Prevention Council, 

(d) 	 Eligible grantees lite a partnership that includes a local e<!ucation ageocy, acting on behalf of 
one or mote sehools j and one or more oommunity~based organizations, institutions of higher 
education, or public or private for-profit or nonprofit agencies or organizations. Existing 
successful programs-including those now operated by national voluntary organizations-would 
be e""""rage<! to apply for funds to expand aod upgrade their services. Grantees would have 
to be locate<! in a school attendance "'ea where either <I) at least 75 percent of the children 
are from low-inoome families as defined under part A of title I of the Elementaty and 
Secondary Education Act of 1965. (2) • signific:ant DUmber of children receiving AFDC, or 
(3) there is a high umnmied adolescent birth rate. Geographic distribution, including urban 
and rural distribution, would be taken into acoount in selection of grantees. 

(e) 	 Grantees would. based on local needs, design and implement promlsillg progr>ms to prevent 
teen pregoaocy through a variety of approacl!es. Grantees would be given. great deal of 
flexibility mdesigning Cheir program. However, core components at each site must include: 

3 



• 	 Curriculum and _eling designed '" reach You", people that address the full range 
of oonsequenoes of p_re sexual bellavior and teee pregnancy. Existing DIOdel, 
of best practices suggest thai these educatio'" aotivities should focus 00 developing 
the psychology and ch"","", required fur responsible bobovinr Ii well as on 
expanding cognitive knowledge. 

• Activities designed to develop sustained relotionsbips with oaring adults. Group 
coaching, individual mentoring, and a range of activities after--scbooJ. on weekends, 
and in the summer could be included. Such activities could also include community 
service by the youw themselves. 

To ensure quality, programs would be coordinated by DOe or IlIOre professlo... staff. The 
programs. where feasible. would also utiltze national service participants to engage students, 
parents. families, and the community in Otpnized efforts to reduce risk..w.ing behaviors that 
may lead to adolescent pregnancy, including the delivery of services and in the coordination 
of during- or after~schooJ activities. Grantees will be asked to describe the role that any 
National Service participants will play in the program, consistent with the National and 
Community Service Act of 1990. 

Grantees are allowOO: to expand on these core components, including wnducting activities as 
part of another youth developmenl program. 

(f) 	 Grantees would be asked '" submit an application. The prilmry aspect of the application 
would be a plan which describes (a) the measurable goals the applicant wants to achieve and 
how they intend to measure progress in achieving the goals; (b) curriculum and counseling 
and sustained adult relatiOnships components of the program, as well as any additional 
components, and how they intend to implement them; (c) bow national service participants 
will be an integral part of the program, where feasible; and (d) how local Deed. wUl be 
addressed. ' 

They would also be asked to provide othet assurances, including­

• 	 How the services provided are based on research OD effective approaches to reducing 
teen pregnancy. Other ii.k-taking behaviors correlated with teen pregnancy should be 
included. 

• 	 How both male and female t..... and, where possible, out-of ..chool teens will be 
served. 

• 	 How each program would work with middle and/or bigh school age youth (ages 10 
through t9) to establish rontinuous contact and involvemettt through graduation from 
bigh school. . 	 . 

• How school staff~ parents, commuruty organizations, and the teens to be served have 
been and wUl be included in the development of the applicatioD as well Ii the 
planning and inoplementation of the program. 

• 	 Evidence of ongoing commitment with other community institutions, sudl as 
churches. youth groups, universities, businesses, or other community. civic. and 
fraternal organizations. 
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• 	 Coordination of their program with other Federal or federally assisted programs, state 
and Jocal programs. and private activities, aDd bow the applicants resources and 
services are linked and coordinated. 

• 	 How the program plans 10 continue operation following completion of the grant 
period, 

• 	 How funds will not supplant Federal, State. or loeal funds. 

(g) 	 A grantee would be given priority if their noD~Federal resources are significantly in excess of 
the 20 percent required or there is an inaeasing ratio of non~Federal resources over the length 
of the grant, and if they participate in other Federal and DOn-Federal programs, 

(11) 	 The Secretary may cerminate a gram before the eod of the S-year period if the Secretary 
determines. after providing training or technical assistance. that the grantee conducting the 
project bas failed to carry out the project as described in the approved application, 

(i) 	 Tow fuoding for the program is $300 million over five years, $20 million in FY 1995, $40 
million in FY 1996, $60 million in FY 1997, $80 million in FY 1998 and $100 million in FY 
1999 and each subsequent fiscal year, Up 10 ten percent of the funding will be set-aside for 
the evaluation, training, and technical assistance IS weU as for establishment of a National 
Clearinghouse on Teen Pregnancy (see j. and k, below). Since this program and the 
Clearinghouse i. authorized dlrough Title XX of the Social Security Act, any funds not 
expended in • fiscal year shall be redirected to the Title XX Social Services Block Grant 
Program. 	 ' 

(j) 	 A rigorous Federal evaluation would be conducted of some sites, Grantees would be asked to 
provide information requested for the evaluation, Training and technical assistance would 
also be provided to the grantees, I 

(1:) 	 A National Clearinghouse on T ....Pregn..cy Prevention would be established to provide 
communities and schools with teen pregnancy prevention programs with curricula. mode1s~ 
materials. training and technical assistance. This could be an existing clearinghouse. It will 
establish an information exchange and network on promising models and rigorous evaluations, 

The Clearinghouse would be a national center for the collection and dissemination of 
programmatic information and technical assistance that relates to teen pregnancy prevention 
programs, It will also look at the stale of teen pregnancy prevention program development, 
including information on the most effective models. h would develop and sponsor training 
institutes and curricula for teen pregnancy prevention program staff, and develop networks of 
for sharing and disseminating infonnation. The Clearinghouse could also conduct evaluations 
of teen pregnancy prevention programs (oot limited to the grants provided in this bill), 

2. 	 Learnin", from Prevemjoo Approacbl:§ throup Comprehensiye Servjces Demonstrations tQ 
Prevent Teen Preuancy in High Risk Comgrunjti§ 

Tlu!re are demo1JStralion tmtJwrlJies tMI. exist 10 serve youth in partlcularpTetU. but moSI are 1U)/ as 
comprehensive as the d<monstraJloIIJ described below In the scope ofservices for all youth and are 
Mt a Sa/UFfJ1icm 11WdeL 
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Early unwed child-bearing and other problem I>ehavioT> an l1Ilerrtll1led and strongly It!fl- by 
the g...rallife-aperiences ll$SocIated w/Jh piJveny. Dwlglng the cIrcumsumces In which p<!.OpIe live 
and co_lilly how they \'i;!w the_lves ts needed to change lhe dectslons young ptOp/e make In 
regard to lheir /iver. 

For ony effort which /wpes to have resalls that are large enough 10 be meanlnllfid. anent/on must be 
made 10 circumstances in which YOlllh grow lIP. II should address a wide specrnun ofareas 
assocl1lled with yoJlJh living in a healthy community: economic opportunity. sqfety. heallh. and 
education, 

Partlcalar emphasis.masl be paid 10 the prevention ofadolesctnl pregnancy before marriage. 
Programs lhal combine these elemellls have shown the 1tI(}S/ promise. especially for adoIesceNS who 
are motillQled 10 avoid pregoancy _, they are married. Huwever, for those popall1llons where 
adolescenl pregoancy ts a Irymptom ofdeeper problems, sa education and COlflrOCeptive services 
alone will be iandequal.; they must be part ofa much wider specrnun ofservices. 

lnlerventians need to enhance education, /ink education to heallh and other services, help stabilize 
commuJIiries and families in trouhle. This would provide a sense ofrationality and order In which 
yoJlJh can develop, make decisions. place ,ruslln individuals and institutions serving them. and have 
a reasonable expectarion ofa lang, safe. and productive life. 

O>mprehensive Demonstration GralflS for YaJIJh In High-Risk CommunIties ofsllf/iclenl size or 
"cri,ie", mass" '0 signifiClllUiy Improve the day 10 day experiences. decisions and be/unlion ofyoJlJh 
are proposed. Services lWJald be non-categorical, I1Ilegroted and delivered with a personal 
~nsl()1l. 'lhey wouIdfaliowa "youth developmelll" model and lWJald sed: to "Stsl communiries as 
wellllS directly support.yaJlJh andfamilies. These demorutrl1llons would be coordinated ,.;th olher 
AdmInistratilJ1l actlviries, such as the preveNIan _oenlS Ofthe 01me bill. and woald be part Of 
on overali community strarety for yoJlJh. 

Soecifications 

(a) 	 A separate authority under the Title xx of the Social Seeurity Act would be estJlblisb«l 
whereby a designated oumber of neighborhood sites chosen by the Secretary, in consultation 
with the Secretaries of Education, HUD. Justice, and Labor, would be entitled to • 
demonstration grant to educate and seppott school-age youth (youth ages IQ through 2 J) in ' 
high risk situations and their family merobers through comprebensive social and health 
services, with an emphasis on pregnancy prevention. 

(b) 	 Funding and services provided u.der this program do not have to achieve this goal of 
comprehensiveness in and of themse1ves. Rather, this funding can be used to provide -glue 
money. ~ fill gaps in services, ensure coordination of services, and other similar activities 
which will help achieve the overall goal of comprebeosive integratlll! mvices to youth• 

. 
(c) 	 Up to seven COIIlJDunity sites would be entiU«I to $90 million over 5 years (up to $3.6 million 

per site). Grantees would be requit«! to provide a 10 percent, in cash or in-tind, match of 
the Federal funding. Priocity would be given ., those with • higher match or an increasing 
ratio of DOn-Federal r""""""" over the length of the grant. This could include in-kind 
cnmribotions. Since this program is authorized through Titl. XX of the Social Security Act. 
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any funds not expended in a fis<:aI year shall be redirected to the Tide XX Social Services 
Block Grant Program. 

(d) 	 The activki .. authorized under the demonstration would be fucused on !bur broad areas; 
gr_ would be given great flexibility to d..lgn programs within llIose areas: 

(I) 	 Health education and """"" designed to p_ pb,.tc:al and mmtal well-being 
and .........1....pomlbilily. Thes. includ. sonool health services, health education, 
family pJanning services, substance abuse prevention services and referral for treat­
ment, life skills training. and decision-making $kills training. 

(ii) 	 Educational and ernployablUty development ..mas designed to promote 
educadonal .dvaru:em<lll thaI lead to • high school diploma or ils equivalent and 
oppoeluniU.. rf)<' high ,klll. high _ge Job attalnment and productive ' 
employment. to ..tablish • Urelong amunitmenl to learning and achievement. and 
to increase selto(i)lifideooe •. Activities could include, but are not limited to, academic 
tutoring. literacy training, drop-out prevention programs. career and college 
counseling. mentoring programs, job skills training, apprenticeships, and parHime' 
paid work opportunities. 

(iii) 	 Sodal support services designed to provide youth with 8 stable environment, 
",ntinuous ....tad with adulls. and enoourngement to participate In sare Bud 
prodooive aelivities. Services cou1d include. but are not limited 10. cultural, recre­
ational and sports activities, leadership developmenc~ peer counseling, and crisis 
intervention, mentoring programs. patenting skills training. and family counseling. 

(iv) 	 Communily adivilies designed to Improve community .tabilll,. and to encourage 
youth to participate in community servK:e and establish a stake In the oommunity. 
Activities C()Uld indude, but ate oot limited to, community poUcing. comrnu~ly 
service programs, community activities in partnership with less distr~ 
communities. local media campaigns, and establishment of community advisory 
eouncils with yooth representation. 

(e) 	 Sites would have to aneet the following characteristics, and any otbetS determined by the 
Secretary of Health and Human Services, in consultation with the Secretaries of Education, 
HUD, Justice, mal Labor. • 

(i) 	 Geographic - Communities must identify the neighborhood or neighborhoods they 
wUl target. Smaller. more focused boundaries llIan !hose required in Empowerment 
Zones or Youth Fair Chance wilJ be used in order to develop a ·critical mass" of 
services to meet the above goals. Each neighborhood must bave an identifiable 
bnnndary and must be considered a neighborhood by its residents. 

(ii) 	 Population - Each commimity or group of communities have populations of approxi­
mately 20,000 to 35,000 poopl•. 

(iii) 	 Poverty - The entire area must bave • poverty rate of at least 20';. willi SO'; of the 
area beving a rate of at least 35% and 90" of llIe area baving a rat. of at least 25". 
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(I) 	 Local governments (or units of local governments) and local public and private uon-profit 
organizations could apply. Applicants would be required to supply evidence of rompreilen­
sive commitment to the project and col1aboradon between the community and the city and 
State (such as local school., work parmersblps). The applicant must involve multiple 
<I_ts (e.g., govetruntnt, schools, churel!es, businesses) of the community and the State in 
the planoing and implementation of the d-,nstration program. Applicants must ~nstr.te 
(I) ability to manage this major effort, (2) r....r... for obtaining data and maintaining 
accurate records, (3) how they will coordinate with other with other programs serving the 
same population, aDd (4) assurances that the funding providod throogb this program will not 
be used to supplant Federal funds for services and activities which promote the purposes of 
this program, 

(g) 	 Applicants must define the goals intended '" be accomplishod under the project. They must 
also describe the methods to be used in measuring progress toward accompJlshment of the 
goals and outcomes- to be measurod. Outcomes to be measured would inciude. but are not 
limited to, unmarried birth rates. bigh school graduation rates. conege attendance rates, rates 
of alcohol and other drug use and vioJence reduction. 

(h) 	 The Department wiIJ support rigorous evaluations of aU demonstrations. The Federal 
government will aiso provide technical assistance to applicants throughout the life of the 
demonstration, These activities will be roordinated with the National Clearinghouse on Teen 
Pregnancy Prevention. S10 million would be provided ful' these activities. 

(i) 	 lbe S_eIM)' may terminate a grant before die end of die S-year perind if die SectelM)' 
det.nnines dlat the grantee conducting the project bas failed ., catTy out the project as 
described in the approved application. 

B, 	 RESPONSIBILITIES OF SCHOOL-AGE PARENTS RECEIVING CASH ASSISTANCE 

1. 	 Minor Mothers Ljye at Home 

Under Sectit>n 4lJ2{a)(4J) of"'" !ioclal Security Act, StaJes /urve III< cpllon ofrequiring m/llbrs (those 
under "'" age of18) II> reside In 111<1, parents' household, OJ' a legal guardian 0' Ofll<, adull retail"" 
or reside in afOlter Mme, maternity holM or OINtr adult supervised supportive living arrangenuuu 
(with certain exceptlont). DeIawan, M...., Michigan, Virgin IsJunds, and Pueno Rico /urve 
Included this In IlI<lr Stale plan. 

/Jy Ikfinition, mino'motll<r, an children. . Ge1!l!ral/y, ... b<I/el>< thai childnm slwuId be subject to 
adult supervision. This proposal would require mirwr mothers to live- in an environment where they 
can receive "'" support and guidaJu:e they need. At "'" same time, til< clrcums"",c", Of each 
/JuIMduaJ "lIbr wUl be taken Into account in making deets/o'" oboUJ living arrangements. 

SQcs;jficatiQDS 

(a) 	 All State.would require mionr mothers '" reside in tIIeir parents' boosebold, with a legal 
guardian or other adu1t relative, with certain aet:ptions as described below. 1bis is the same 
as current Jaw. except that DOW the provision would be a requirement. 
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(b) 	 As in current law, when a minor mother lives with her parent(s). the parenl(s)' income is 
taken toto account in determining the benefit If die minoT mother lives with another 
responsible adult, the responsible adult's income is not taken into acoount, Child support 
would be sough. in all cases, 

(c) 	 A minor paront is an individual who (i) is under the age of 18. (ii) bas _or '-' married, 
and (Iii) is either the IlIIuraI parent of. depeodent child living in the same bousehold or 
eligible for assistance paid under the State plan to a pregnant woman, This is the same 
definition as current law. 

(d) 	 The following exceptions (now in current law) to living with a parent or legal guardian win 
be maintained: 

(j) 	 individuat has DO pareoi or legal guardian of his or her own who is living and whose 
whereabouts ate known'; 

(ii) 	 no living parent or legal guardian of such individual allows the individual to live in 
the home of such parent or guardian; 

(iii) 	 the State agenc), determines that the physical or emotional health or safety of the 
individual or depeode.. child would be jeopardized if the iodividual and dependent 
chUd lived in the, same residence with the individual's own parent or legal guardian; 

(iv) 	 individual lived apart from his or her own parent ot legal guardian for a period of at 
least one year before either the birth of any dependent child or the individual baving 
made application for aid to families with dependent children under the plan; or 

(v) 	 the S.... agoocy'otherwise determines Cll! accordance with regulations issued by the 
Secretary) that there is good cause for waiving the requirement. On those States that 
bave this policy. the following are examples of what they determine to be good cause 
exceptions: the home isLthe scene of illegal activity; returning home would result in 
overcrowding, violation of the terms of the lease, or violation of local bealth and 
safety standards; the minor parent is actively participating: in a substance abuse 
program wbich would no longer be available if sbe returned home; no parent or legal 
guardian lives in the State.) 

(e) 	 Current law is maintained regarding the det~lnation of a minor mother's residency status 
must be made within the 45 days that all eligibility determinations are made. 

(I) 	 If the S.... determines the minorsbould not live with. parent, legal guardian or other adult 
relative. the minor must be assisted in obtaining au appropriate supportive alternative to living 
independently (or the Stale may detetmine that the individual·s current living arrangement is 
appropriate). (The types of living arrangements that States now use or are considering include 
living with an adulf relative, a licensed foster home. in a group bome for pregnant: teens or 
teen parents, and in an approved congregate housing facility.) If no appropriate setting is 
found the State must graot eligibility, but must utilize case managers to provide support for 
the minor, 
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(g) 	 The State would use the case management for teen parent provision (see #2 below) to make 
the determinations required under this provision. As desalbed in the next proposal. these 
.... _ .... would be trained appropriately and have reasonable caseload•. Detennlnations 
would be made after • full ......ment of the situation, in.loding taking into account the needs 
and CODeems expressed by the minor. 

2.' 	 Limitine Arne Benefits To Additional ChQdren Conceived While pn AFDC 

Cu[[en\ Law 

eurrently,familles on we/fart! re<rive additional support because their AFDC bellJ!j/ls Increase 
lWIomatlcaJly to Include the 1U!eds of"" additional child. 

The welfare sy",,", slwuld reinforce [!(Irentai responsibility by ""eping AFDC be1U!jilS constant when 0 

child Is conceived while the potent is on we/fore. The _",se of res[!(lnslbi/lry woldd be fUrther 
strensthew by providing the family an op[!(IrtUnity /0 .orn ixlck what they lost. 

(a) 	 AUow States the option of keeping AFDC benefits oonstant when a child is oonceived while 
the parent IS on welfare. In order to exercise this OptiOD. the State must demonstrate that 
family planning services under 402(a}(1S) are available and provided to aU recipients, 

(b) 	 Under this option, if a parent bas an additional chUd, the State must disregard an amount of 
income equal to any increase in aid that would have been paid as a result of the additional 
child. Types of income to be disregarded include: 

(i) 	 child support; 
(lI) 	 earned income; or 
(iii) 	 80y other source that theState develop. and is approved by the Secretary. 

(c) 	 Provision will not be applied in the ease of rape Of in any other cases that the State agency 
finds wou1d violate the standards of fairness and good C()uscieru:e. 

3. 	 Case Manuement for AU Custodial Teen Parents 

CU[!§Dl Law 

Seerion 482(b)(3) a/the SodoI Security Act allows Stous to prlMde case monogemelll to ail those 
participating in the JOBS program. 

Frequently, /lIs nodtlple problelllS that lead youth to the we/fart! system. Their CQItIpI.. 1U!eds ojien 
stand in the WO)' oftheir muring edUCfJIionai requirements and other responsibUities. k_n8 
these barriers /0 se/f-sljfficiency con Involve the co'l/Uslng and dlJIlcuit process ofaccessing multiple 
service systems. 1IIIs proposal woIdd provide every r"n with a cose monog., who would help them 
navigOle these systems and /wid them accountablefor their responslbUltfes and requirements. 
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Specifications 

(a) 	 Require States to provide case management services to aU custodia! teen parents receivlng 
AFDC under age 20. States <till bave the option I.() serve all older teens. 

(b) 	 Case management services I.() teen parents will include. but is DOt limited 10: 

(i) 	 assisting recipients in gaining access. fA} serVices, including. at a minimum, family 
planning, parenting education, and educational or vocational training services; 

Oi) 	 determining the best living situation for a minor parent taking into account the needs. 
and cooee.... expressed by the minor (,ee II above); 

(iii) 	 monitoring and enforcing program participation requirements: (including sanctions and 
iru:entives wh.... appropriate); and . 

(tv) providing ongoing general guidance. encouragement and support. 
, 

(v) States must in their pJans describe how they will meet these requirements, .. 
(c) 	 Case managers must receive adequate training in the social service and youth development 

field. and States should take inlO account recommendations by appropriate professional 
organizations to carry this out, Also, the ratio of case managers to clients must be 
,ufficiently small 10 adequately ,erve and protect teen parents and their childre•• 

4, 	 Teen- Parent Educatjon and Parenting Activities State Option 

Current Law 

Under Section 4OZ(aj(J9) oftlrt Social Secllrlty Act. tee. clUtOdlal p<U<lIlS.,.. requlnd 10 panlcipate 
In the JOBS program unless tMy arc under 16 years ofage. attending sclwoljWl-lime. or arc In the 
last seven motrlhs ofprt!gnoncy. Participation In tlrt JOBS progr.", InWJlves an asses.rmttrl of tlrt 
Indlvidunl. and an agrt!emetrl specifYing what support services the State will provide und what 
oI>/lgatiollS ,he "'tlpletrl has. For IMse Who have not obtained a high school diplQ1rl() or a OED. 
attendance at school Can serve as ,heir JOBS asslgll/lfeN. Participation In the JOBS program Is 
contingeN on the existence ofsuch a program In the geographic vicinity oftlrt ",<Ipietrls' residence. 

In addition. UlIIier a Section JJ15 waiw.or, StaltS can imple~nl programs which utilize inCtmiws or 
sanctUms to t1JCourage or require teen pannts on AFDC to continue their education, 1\w.I examples 
ofa S'alelwving done or planning to do this are tlrt Learning. EarnIng. and Parenting Program 
(LEAP) in OhIo and Cal Learn In Californi<!, which Is In the prows ofbeing ImpI.meN.d. LEAP 
and Cal Learn .,.. monda1ofJfor all pregnanJ and custodial /ee1I parents Who are receiving AFDC 
and Who do IWIltavt a high sclwol diploma or GED. Under both LEAP and Call..earn program 
rules. all eligible teellS are required 10 enroll (or remain _ailed) 111 and regularly attend a sclwolor 
education progrom lending to Q high sclwol diploma or GED. 71rac""" lnUIaIivu apply only to 
/Lens Who an: case heads. Other Sla1u have o/nalned waiw" to /mpI....111 programs IUlng sanctions 
to /Jill"""",, dq>endstrl' to COIIlI_ tlrtlr education. 11Iis mgy _ rekwmI ifminor mowrs are 
M! permiIted 10 be coseheods. 
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ree..,ge mothers ftJet rubrtOllll4l obstacles II> aclr!eving self-sufficiency. Eighty perce", ofteen 
motMrs drop OUJ of /Ugh schaoI and only 56permll tv<r gradUf!/e. 1Mir earning abilities are 
limited I1y lad; of"""calion andjob sIdlls. r... pamIlS an oft.. not w<lJ prepartd In the area of 
parellli.g. 11tis proposal prol4de States willi. mechanism II> /ltiliu creative apprrxJC/lesftJr 
ellCDuragltl/l and supporting youth In both tMir edl4cational and panllling endeavors. 

(a) 	 Provide States the option to use monetary incentives (which must be combined with sanctions) 
os induoomenl for pregnant ttens and teen custodial parents who are receiving AFDC and wbo 
do oot bave a bigh ,chool diploma or OED.to ensoll (or remaio enrolled) in and regularly 
attend a scbool,or education program leading to a high school diploma or GED~ or a program 
leading to a nx:ognized degree or skills certificate if tbe State determines this is most 
appropriate for a recipient. States may also tboose to provide incentives for participation in 
parenting education activities. This option will operate as part of the new JOBS program, and 
the rules pertaining to JOBS wUl apply unless it is specifically stated otherwise, 

(b) 	 Each Slate plan must clearly define the following ­

• Incentives. Slates must define by how much benefits will be increased and what kinds of 
achievements will be rewarded. 

Examples of incentives chosen by Ohio and California are as follows: 

In Ohio's LEAP, teens who provide evidence of schoof enroUment receive a bonus payment 
of $62. They then receive an additional $62 in their welfare check fur each month in which 
they tneel the program's attendance requirements. For teens in a regular high school. this 
means being absent no more than four times in the rnontb. with two or fewer une~cused 
absences. Different attendance standards apply to part·time programs, such as Adult Basic 
Education (ABE) programs providing OED preparalion as,j'Wlce, but the same financial 
incentives apply. 

PartIcipants of Cal Learn will be required to present their report cards four times a year. The 
grant will be increased by $100 for the month aller th. Cal Learn participant receives a repun 
card with a "e· average or better. For graduating high schoot (or 11.S equivalent), these. teens 
will have their grants increased on a one lime basis by $500 . 

• Sanctions. Sanctions under the revised JOBS program WQuld apply unless the Stat. 
proposes alternative sanctions, to be approved by the Secretary, which the State believes 
better achieves their ~jectives. 

Examples of sanctions chosen by Ohio and California are as foUows: 

10 LEAP. teem who do not attend art initial assessment interview (which commences: 
participalion in LEAP) or fail to enroll in ,<boo! bave $62 deducted from ah.ir grant (i .•.• ahe 
teens are "sanctioned") each month until they comply with program rules. Similarly. enrolled 
ttens are ,anctioned by $62 for each month ahat th.y exeeed the allowed number of unexcused 
absences. Teens who .xeeed the allowed number of !<>tal absences. but do not exeeed the 
allowed number of unexcused absences receive neither a bonus nor a sanction. 
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In the Cat Learn program, teens who do DOt receive at least a "D~ average or who do not 
submit hislher report eard will bave the assistance unit grant redutod over a two mooth period 
by the lesser of $SO or the amount of the grant. This will result in a sanction of not more 
than $100. Included in the ....ctiollS will be teens that do oot present their report cards 
because they ha.. dropped out of school or _e expelled. 

• C_dinali"", " .... _er (as described in ".2) will assess _ recipient'S needs and 
arrange for appropriate services, States must describe the mechanism ease managers and other 
&ervice providers win use to coordinate with schools. 

• EligibiUly, StaleS must include custndial ..... plll"elltS under 20 years of age and pregnant 
women under the age of 20. SIJIIeS may choose tD inclnde custDdiai pregnant teens and ..... 
parents up tD their 21st birthday, 

• Exemptions. Exemptions from participation will be based 00 the same new guidelines 
governing participation in JOBS Prep, JOBS and WORK, with two exceptions. First, teens 
will only be abl. to defer participation for 3 month, oller giving birth. Also, a disability will 
not allow a recipient to defer panicipation in school~ as schools are required to provide 
students with disabilities appropdate services, (See JOBS and WORK section of proposal for 
more specific details.) 

• State-wideness. States can :limit the geographic scope of this option. 

• Informati.on and Evaluation. States would be required to provide information at the 
Secretary's request and to cooperate in any evaluation. 
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MAKE WORK PAY 


Background and vision 

A crucial component of welfare ref""" Ibat promot.. work and independence is making work pay. 
In 1992, 30 percent of female beads of families wilb children worked but Ibe family remaioed poor. 
Even full-time work can leave. family poor. Almost 11 percent of these female beads who worked 
full-yeatlfulHime were poor, 15 percent if !bey bad children uoder six yeatS of age. Simulwneously, 
!be welfare system .... up a devast.1ling array of barriers fur people who receive assiswnce but want 
to wOrk. It penalizes !bose woo work by taklng away benefits. dollar fur dollar; h Imposes arduous 
reponing requirements for !bose with earning. but still eligible", receive assistaDce; and k prevents 
saving fur the future with a meager limit on assets. Moveover, working poor families often (ack 
adequate bealth protection and face sizeable child ClIfe costs. Too often, parents may cboose welfare 
instead of work in onler '" ensure that Ibeir children have bealth insur...,. and receive child ClIfe. If 
our goals are to encourage work and iDdependeoce, to help families who are playing by Ibe rules, and 
to reduce both poverty and welfare ~. then work must pay better than welfare. 

Working family tax credits are a major component of making work pay. Last summer's expansion Qf 
the EMned Ineome Tax Credit (EITCl.was a significant step toward making It possible for low-wage 
workers to support themselves and Ibeit families above poverty. When fully Implemented, it will 
bave the effect of making a $4.25 per bour job pay nearly $6.00 per hour for a pareo! wilb two or 
more children. Those families who are eligible for the maximum credit in J996 obtain, in effect. a 
raise worth $1.62 per hour, .... uming full·year/full·tIm. work. Full utilization and periodic 
disb'ibulion will maximize the effect of this pay raise for the working poor. 

Another essential component for making work pay is affordable. accessibJe child care. In order fur 
families. especially single-parent famUles. to be able to WQI'k or prepare themselves for work. they 
need dependable we for their children. In addition to ensuring child care for participants in the 
transitional assistance program and for those who transition off welfare, child eare subsidies will be 
made available to low~inoome working families who have never been on welfare. 

Another criticaJ step toward making work pay is ensuring that all Americans have health insurance 
coverage. Many recipients are trapped on welfare by"lbeir inability to find or keep jobs with health 
benefits that provide the security they need. And too often. poor. noD~worklng families: on welfare 
have better coverage than poor, working families. The President's health care reform plan will 
provide universal health care coverage, ensuring that no one will bave to choose welfare instead of 
work: to ensure that their children have health insurance. The EITe ~pansion, access to child care, 
and health care reform will support workers as they leave welfare to maintain their independence and 
self·sufficiency. 

All regulatory provlsl ..... speelrlOd In this _ion shall be pubUshed within I year ol ...._ ...t 
or this act, unless speellied as otherwise. 
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A. cmLDCARE 

CRaw Law and General Djmtion of l'xllQgsal: 

'1111! F&krol Govern,.,,,,, '"",lilly subsidizes child care for lo....lncome /amiJies through a rwnber of 
d!lfer'nt programs. '1111! programs have different eligibility rules and regulllliollS. creIlliog "" 
e:#T01U<1y complicated system rhaJ Is hard for both pruviden and rtdplenJs to navigate. '1111! major 
exISIing programs Includ, "" elllitiement to child core for AFDC reclple1lls (rW. /V-A); lrallSiIIonol 
child.care (ICC) (ulso an elllitiemem)lor lip to • yearforpeopl. who havelrft wellorrfor work; a 
r:opped .lIIitle_ (fJIXJ mII/jon) for liwse the Store drurml1les to be at-rlsJ: 0/AFDC receipt (At­
R/skj; and the ChIld c:m. and IXvelopment Block Grant (cepBG). '11II!n Is also a disregard/or 
child core costS l1I'ollabie 10 -'dIIg AFDC rtclplems. While the" multiple progroms provide 
voIuable support for child core, legl,IOJivt chong.~ ore needed to ,trtngthen the wellare rtform plan. 

We are al lhis tiIm! making changes only I. the [v·A programs• ...nich will remain as separ(J1e 
authorilies. Any changes in the CCDBG will be mode during Its reautho_ in 1995. 

,YillQn: 

Child care Is ern/cal to the success of..,!fort: reform. Ills esseOJial to provide child care slipponlor 
fJlI."lJIS rectiving assistance who will be rtquired to participate in education, training, and 
tmpIoyment. 1. addition. child care sllppan for the IWI"kIng poor Is also essential to "making work 
pay" and to eMblt ptJ.rentt to remain in the workforce. Our goals art to itu:reau child care fottding 
so thaJ ftunilies hove the occm to the child core thaJ thEy need. 10 simplify lhe adminIstrotion of 
Federal child c(JJ't programs to support 1m deveioptnem ojStQlt chiJd CQl'e systems muJ to reduct tN 
likelihood thaJ porents and children will ho'Yt 10 change pruvltkrs as theY /!IO'Yt from jitnding Stream 
/0 funding stream, and to assure thai chi1drtn are cared /(}1' in h£althy and sqfe environments. 

Rationale: 

We are proposing to Increase slgnjfiCatllIy available child car< sllppon by endtllng t" ftmding JOBS 
Prep and WORK program participant'. as :well as those In JOBS and el/glb/.for Ti"ansi1lonal Child 
Care and by increasing the ftmding lor child care lor working poor/amiJles through the At-Risk Child 
c:m. Program. To assure occess to a variety 0/forms 0/ child core. we would prohibit States from 
lowering their State·wlde IlmJtsand mandate thaJ States supplemem the disregard or provide a 
second. direct paymelll option to all porems. To Improve consistency. we propose to have IV·A child 
care programs foIluw tIw CCDBG require"'lIls and oIlow Stales to pine. all F&krol child care 
progrtllnS in one agency. FirwIly. to increau supply and imprDW! qUllliry in order to MSurt that 
childreTJ are in healthy tmd safe elWironments, we propose to creale a Jtt«(JSide in the [V-A. program. 
10 make IlcellSlog and monitoring of [V·A child care programs ollowahle for relmbuesemelll as on 
administradve cost, to add (J requiremenJ that Stales must OSIWt that ,,"Idren do IWt have access to 
roxie substances and weapons. and to reqUire thaJ all children IIIJISI be immunized to meet the Public 
Health Service Immunization stll1tdords. 

, ' 

We have selected the Strategy ofusing the CCDBG stond4rds and adding"", new standards because 
we believt this truJy represents the minimal reqUil'lmLnts that COlI assure thaJ children are protected. 
Many Slates ol>viowly agree since theY ore already USing the satne standards/or /v·A child care and 
CCDBG child core according to their State p/IW!. I. 011 coses except 1mmun/.ulIto•• Stases will 
continue to establish their own standards: in the case of immunization, we do Mt believe requinmenJs 
should vary from State to Stase. Using the CCDBG sto:ndordslor /V·A child care alro srrengthe1ll tIw 
parentol choice reqUirements for tho..programs; "" will assure the porentaI choice ofpruvltkrs. 
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provide parents informaJUm OIl opt/o1!.rfl»' care and payment ofchild care, and establish a system for 
parental """'I'iaiNs, 

1. 	 ExpansioQ of Funds to the Wgrkjng Poor 

(a) 	 Ciwlj;. the State matcli for the At-Risk Child Care Program, Sectlon 402(i) to that consistent 
with the new, enhanced match in other IV-A programs, Chang. the amount specified fur the 
program (to be specified)-Section 403(0)(2)(8), Restrict eligibility to families not eligible for 
other IV-A child "",e programs, Unused AI-Risk fueds will be reallocated to States that bave 
exceeded the required State match, 

2. 	 Fromm Sjmpljficatjonfeonsisrenc.y IsSUes 

<a) 	 Have the IV-A child care funds flow to the IV-A agency but give the States the explicit option 
to contract to the CCDBG agency, States would retain the flexibility to have more than one 
agency involved. ! 

(b) 	 'The requirements for coordination, public involvement, and consultation in relationship to 
development of the IV-A child care plan will follow the CCDBG statute. 

(c) 	 lV-A child care requirements will be made consistent with CCDSG requirements rn the 
following areali: 

- unlimited parental access 

- parental complaints 

- parental choice 

- consumer education 

- establishment of health and sinety requirements 
- compliance with State and local health and safety requirements 
- reduction in standards 

. Added to the bealth and safety standards section are: 

- a requirement that the State must have requirements that ml children funded under these 
authorities are immunized at levels specified by PHS. States will be given the Hexibility to 
exclude particular immunizatiofl:S if they submit an acceptable justification to the Secretary. 

- a requirement that the State must have a requirement to assure that no child has access to 
toxic and illegal substances or weapons in the child care setting. 

(d) 	 A requirement that the State wil'i have to estllblisb and periodically revise, by rule, a sliding 
fee seales that provide cost sharing by the families 1hat receive Federa1 assistance for child 
care services. The ree scales will be the same for all programs (that used for CCDBG). 

(e) 	 There win be one requirement for State reporting to cover all programs, with core data 
elements '" be defined by the secreiary. 
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3. 	 !::I>ntlnuity of Care 

(a) 	 The States will be given the option under the IV-A programs to extend bours and weeks of 
care when reasonable to assure -COntinuity of care for chi1dren and required participation of 
their parents in lOBS, WORK, and employment. 

4. 	 Information to Parents 

(a) 	 States must provide child care infurmation to parents (use CCDOO language, adding 
'Cmcluding options for care and payment). ') 

5. 	 S!w!Ix Ill!! Qualit\' I...es 

(a) 	 Cr..... a 10% set aside in the At-Risk program for supply building and Quality improvements 
using language in CCDBG Section 658 (G) as allowable activiti .. and a<lding as an allowable 
activity the expansion of the supply of care for infants and toddJers in low-income 
communities (as defined by the Stat..). 

(b) 	 Establish explicitly that Hcensing and monitoring of IV-A funded cltiJd care providers is .an 
allowable administrative cost. limited by a formula estabJished by the Secretary. 

6. 	 Paymem 

(a) 	 Prohibit States from lowering their statewide limits. below those in effect on January I. 1994. 

(b) 	 Retain the disregard, but mandate that States must offer working AFDC recipients the same 
level and forms of child care assistan<e as families in JOBS, TCC, and At·Risk Child Care. 
To. accomplish this, States may either offer families the dioiee of the disregard or a direct 
payment for care or they may instead offer them a supplement to the disregard. 

7. 	 ClarificatWn Df the Guarantee 

Child 'care is guaranteed for voiunteers: whose activities are approved as pan of their 
employability plan under JOBS regardless of the availability of JOBS funding for those 
activities. 
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B. IMPROVING TIlE EITC 

1. Pennittjng Publicly Admjnjstec'ed Adyanced EIIC Payment Systems 

Current Law 

7he earned income tax eredil (EITC) is.tz refundable tax credit available 10 a low--income JUtr who 
has eamed income and whose ai/Jwted gross income is below specified thresholds. Low Income 
worurs can claim,the EITC whenjiling their tax returns at the end o/the year. In addllIon. workers 
wilh children have the choice of obtaining a portion ojthe credit in advance through their empluyers. 
and claiming the balance of the credil upon jUing their income tax returns. The amount 0/ the 
advanced paymJ!1II is calculated on the basis that taxpayers have only one quolifjing child. The 
annuol advanced E/,l'C paymJ!1II cannot aceed 60 percellI ofthe maximum full·year EITC for a family 
with one child. In 1994. the maximum advance paymJ!1II would be 11,223 In 1994, relative to a 
maximwn annuol EITC of12.038 for a family with one child for a family with one child and $2,528 
jor a family with two or more children. 

An employee choosing to receive a portion o/the EITC in advance does so I7y filing a/orm W-5 with 
his or her employer. The employer is not required to verify employee's eligibility for the credit. 
Employers may be penalized for jailing to comply with an employee's request for an advanced 
payment. The employer calculales the advanced ElTC payment to which an employee is entitled based 
on the employee's wages and filing stalUS and adds the appropriate amount to the employee's 
paycheck. The employer reduces its payment ofemployment and income taus to the IRS bY the 
aggregale amount ofadvanced EITC payments made during the period and reports this amount to the 
IRS onfonn 941. . 

At the end of the year, the employer notifies both the IRS and the employee of the actuol amoullIs of 
advanced credits paid to the employee by filling in a box on theform W-2. Whenfiling their income 
tax return at the end ofthe year, an employee is required to report advance payments. ijany, ofthe 
EITC. 

The proposal would promote use ofadvance paymeTII option ofthe Earned Income Tax Credit 
(AEITC) by shifting the outreach and administralive burden from employers to selected public 
agencies in those stales which choose to exercise this option. For example. a States might choose to 

•administer the AEITC through Food Stamp offices. Stales are not permitted to do this under cu"ent 
stalute. 

Rationale 

Few programs are as effective in reaching the eligible population as the EITC. Despite the successes 
ofthe currellI program, the delivery ofthe EITC could be improved, panicularly ITy enhancing the 
probability thilt the EITC will be claimed in advance throughout the year ralher than as a year-end 
lump sum payment. In recent years, ft't4'tr than I percent ofElTC claimants have received the credit 
through advance paymeTlls in their paychecks. The reasons/or the low JUilization rOle are not fully . 
known. though a receTII GAO study found tluu rrumy low-.income taxpayers were unaware they could 
claim the credit in advance. 
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7here may be other barriers to panicipatlonln the advance payment option. the GAO study also 
found that once /'!formed. mtV1)I workers stlJlnd that they ""u/d prifer to receive the EITC In a Iv.mp­
S.... payment. While some >rorkers may limply prefor "'" foreed savings aspect 0/ receiving the credit 
in a lump sum. others may foor ""'Ir mp/uy,,'s reaction /flhey askfor a government wage 
SJI{J{1Iement to b< added to their paycheck. OtMrs may be foafjid 0/owing the gOvtmment a large 
sum ofmont)' IJI the end 0/"'" year b<cause they recei",d too large on QJlWUnt In adwlnce. 

It is believed lhaJ MJttlfare recipients. J~' particular, could benejiJ from receiving thL endil aI more 
regulnr Intermls throughout the year. By receiving the credit as they eam wages. >rorkers wou/d 
observe the direct link between work effort and the EITC. Public agenci<s tlwt <hal directly with 
wd/are recipi<nts are uniquely ndvaruaged to ensure tlwt the AE1TC option is used frequently and 
approprlolely. 1hey could explain to recipients who are lIbout to transition from we!fare to work how 
the AEITC will increase their income stream, moking lWlrk a lOOn rational option. 

AIWwlng slaleS the option to provide advance payments 0/"'" EITC through public agenci<s (e.g.. the 
offices which also provide food Slump benefits) could dTl1ltl4llcaily increase as. 0/"'" AEITC among 
the working AFDC and ",·AFDC populations. A State could choose to tll1'gtr IIiformmion lIbout "'" 
EITC to welfare recipients or other individutds likely (0 became weI/are recipients Put who are 
currently outside the worliforce. IndivUiuaIs could have the a choice Ofreceiving the creditfrom a 
neutral third·pony. without fear ofnotifYing their empluyers of""'IT eligibility for"'" ElTC. 
Moreover, they could receive assistance in determining appropriaIe amounI of the ElTC to claim in 
advance. SliMes wou/d oiso hoYe the resources to verifY ,llglbUItyfor the credit better thon 
nnployers. reducing the risk oferr01f£OUS payments being made ro im!ligibie persons. This option 
would also allow for an evaluation ofalte17WJive delivery syst~. 

Soecificatjons 

(a) 	 A State would have the option to ptopose to the Secretary of the Treasury a demonstration 
projet:t pursuant to which advance payments of the ElTC would be made to eligible residents 
through. Stare agency. Such agencies may include public assistance offic.... (AFDC and/or 
Food Stamps), Employment Service Offices, State finance and revenue agencies, and so forth. 
A state may choose only one agency to provide the advance credit. 

(b) 	 Approval by the Secretary of the Treasury of a Stare's proposal would be requited io all 
cas..... The Secretary of <he Treasury would consult with the Sectetary of Health and Human 
Services, the Secretary of Agriculture. and other Departmental Secretaries as appropriate if 
the State proposal includes coordination of ElTC payments and other Federal benefits. 

(c) 	 Where appropriate, Stites may include in their proposals coordin'ation of advance payments of 
the ElTC and other federal benefits (such as fuod """'ps) througb eleotronic benefit 
technology. 

(d) 	 Stare plans would be required to spe<ii'y 00111 payment of the ElTC would be administered. 
States must include a detailed explanation of bow eligibility for the credit would be . 
determined and verified. States

l 
would also have to agree to provide recipients and the [RS 

with annual information reports in a timely fashion (typically by January 31 of the follOWing 
year) mowing the amounts of the ElTC paid in advance. In addition, staI",wouid agree to 
provide <he IRS with a listing by D«ember 1st of the ....... lIO<:iaI security numbers. and the 
amounts of advance payments received through October of all persons who pazticipated in the 
state program at any time during the year (through October). States which failed to ...... 
these reporting requirements would not be alJowed to continue panicipation in the program. 
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(e) States would be allowed (but not required) to provide on an advanced basis up to 75 percent 
of tJ.Ie maximum amount of the credit for which the taxpayer is eligible. 

(t) States would reduce payments of withholding taxes (for both income and payroll taxes) from 
their own employees by the amount of the advance payments made during the prior quarter. 

(g) After the processing of income tax returns and matching of returns with information reports. 
the Se<:retary of the Treasury would be required to issue an annual repon detail ing the extent 
to which EITC claimants under State plans: (1) participated in the state plan; (2) filed a tax 
return; (3) reported accurately the amount of the advanced payments payable during the year 
by the state; and (4) repaid any overpayments of the advanced EITC within the proscribed 
time. The report would also contain an' estimate of the amount of the excessive overpayments 
made by the state. Excessive overpayments would include advance payments not reported on 
the tax return and advance payments in excess of the EITC calculated on the basis of 
information reponed to the IRS and causing taxpayers to owe outstanding amounts to the IRS. 

(h) Stales would be required to repay the Federal government 50 percent of excessive advance 
payments subsequently not recaptured by IRS made to State residents participating in the plan 
over a 4 percent threshold. The Secretary of the Treasury would demonstrate that due and 
diligent effon had been made to recapture these amounts through Donnal procedures. The 4 
percent threshold applies to all advanced payments made by the state for a given tax year. 
States would become liable for the excessive amounts within two years of when the filing of a 
tax return was required. 

(i) The Secretary of Treasury and the Secretary of Health and Human Services would jointly 
ensure that technical assistance is provided to States undertaking demonstration projects aimed 
at increasing panicipation in the EITC and the EITC advanced payment programs. Sufficient 
training and adequate resources would be provided to both agencies pursuant to the provision 
of technical assistance to the States. The Secretary of HHS will see that such pilots are 
rigorously evaluated. 

0) The Secretary shall enter into agreements with up to 4 States to pilot and assess the 
development and implement publicly administered advanced Earned Income Tax Credit 
initiatives. 

(k) These agreements shall provide planning and implementation grants to States selected under 
this provision provided: 

(i). that the Secretary of the Treasury also reviews and approves of the proposal submitted 
w the Secretary of DHHS; 

(ii) that the selected States agree to share their findings and lessons with other interested 
~tates in a manner to be described by the Secretary. 

0) The total amount available under this provision is $1.4 million and no individual State can 
receive a grant in excess of $500.000. 

(m) Unless otherwise extended by the Secretary, these demonstration programs shall DOt exceed 
three years in duration. 
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C. 	 EARll/ED INCOME D1SREGAIIDS 

Current Law 

FederoJ AFDC law requires that all 1_ received by an AFDC recipient or applicant be COllll/ed 
against the AFDC grant exapl _ that Is e.tpllellly ~ by "'flnItIon or doluctW.. States 
are required by Fed<rallaw to disregard the following _: (I) for the first four monrlt.! Of 
eornings. _ng rec/plelll' are allowed a $9Q ""'* expense disregard, another $30 unspecified 
dlsrekard, and 0IINIIird ofr<1nllinlng earnings are also disregarded: (2) the one-lhlrd disregard ends 
qfterfollJ'monrlls: and (J) the unspecified 130 disregard ends qfter 11 moil/lis. 

In IlddWOII, " child eQTe expe_ disregard ofl175 per child per monlh ISm fjthe child is under 2) 
is permilred to be coJeu/<IIed qfter other disregard provisions have been applied. Currell/ly, $50 In 
child-sappon Is passed through 10 families with established awards. 8'<11" are now required to 
disregard the EiTC In ""tlmlnlng eligibility for and benefits under the AFDC program. 

1he provisions proposed under this companelll aft deSigned to: (1) m.a.IcE lhe rreatmelft ofincome 
simpler for both reciplellls and wefjare ojficioJ' ,. understand: (,I) """'" ""rk a mor. attractive, 
ratiolUll opri()fJjor thiJse who would continue to receive assistance; (3) remlJve the riI1re sensitivity of 
cun-ent rules (i.t., eliminate prlWisions which change the rules governing the treatmetU oj income 
depending on how long the person has work£d): and (4) Improve the economic we/l-belng ofthose 
who need to combine work and welfare. 	 ' • 

Sj)ecjficatiQDS: 

(a) 	 Require States to dis.regard a minimum of $120 in earnings. indexed for inflation in rounded 
increments of $10. The effective date sbalt be October I, 1996. 

(b) 	 States will have the flexibility to establish their own disregard policies on earned income 
above Ibis amount for _ applicants andlor recipients and participants in Ibo WORK 
program. 

(e) 	 Additionally, via regulation, Stales bave flexibility in establishing fill-lbe-gap policies (Le., 
Slates will have the flexibility to determine which types of income should be considered in 
developing a fill-tho-gap policy. sucb as cbild support payments, stipends, etc, in addition to 
earned income). 

(d) 	 The AFDC $50 pass-througb of cbild support payments will also be indexed for inflation in 
rounded S10 increments. States will have the ttexibility to pass-lhtough additional child 
support payments above this amount, 

Rationale 

The proposal allows for greater State flulbillty: State can determine the approprloJe income disregard 
and can determine which sources OfIncome to disregard. The Indexing ofthe minimum _ will 
ensure that working recipienls are afforded .. odequQJe earned disregard In the jiaure. 
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IMPROVING GOVERNMENT ASSISTANCE 


A. 	 RATlONAUZATlON AND SIMPUFICATION ACROSS ASSISTANCE PROGRAMS 

The rationalization and simplification ofassistance programs is something of the holy graJ./ oj welfare 
njorm-always soughJ, never realized. The reasons are many: dl/ferenr goals 0/different programs, 
varied constituencies, Depanmelllal differences. divergent Congressional committee jurisdiaions. and 
the Inevitable creation of winners and losers from changing the ,talUs quo. Yet everyone agrees that 
recipients, administrlllors, and taxpayers are all losers from the currenJ complex1ly. Below are 
several proposals/or reform. The proposals do not make substantial changes in program structures. 
Ralher, the proposals achieve simplification by streamlining administrative processes and by 
co'!fanning program rules be_en the AFDC and Food Stamp programs. The proposals modify 
aisting rules that creale unnecessary complexity and confusion/or program administrators and 
recipients. 

1. 	 F1LING UNIT 

Under current law, the AFDe jiling unil must consisl oj a nudy deprived child, its 1Ullural or 
adoptive parent(s). and all natural and adoptive brothers and sisters (including halfbrothers and 
sisters) who are living together. The unit's income and reSOlUces are used to determine eligibility and 
the anwrmJ ofpayment. A stepparent is treated the same as a natural or adoptive parent jor filing 
unit purposes in seven States (Nebraska, New Hampshire, Oregon, Sourh Dakota, Utah, Vermont, and 
Washington). These States have laws Of general appllcabUity which hold the stepparent responsible 
for the children to the some t.X1ent as a natural or adoptive parent. In all DlMr States, the 
stepparent's needs are lWt included in the unit and his!her income, after anain disregards, are 
considered available to the unit members. 

If there is no parent in the home, then another,lWn-legally responsible relative with whom the child is 
living may. at his/her option. join the unit and be assisted. Additionally. States may exercise the 
option of including other individual(s) living in the home as an essential person(s). The essential 
person's income and resources are used to determine eligibility and amount ofpayment. 

Cenain pare"'s and siblings are excluded from the unit: UJegal and sponsored aliens, recipients of 
SSI, joster children, and individuals ineligible due to lump sum income. 

1. 	 UP Provisions 

Current Law 

The Social Security Act at section 407(a) and 407(b) limits AFDC eligibility for two·parent families to 
those where the principal wage tamer Is unemployed, and has ...,rked six of the last 13 quaners. 
·UMmployed- is defined in regulations as 'WOrking less than ]00 hoW's in a month. 

Specifications 

(a) 	 Allow States, at their option, to eliminate any of the special eligibility requirements for two­
parent families (e.g., the lOO-bour rule, 30 day unemployment requirement, the work history 
test, etc) for both applicants and/or recipients. For States that elect to maintain a 100 hour 
rule (or a modified bour rule), WORK program participation would not count towards this 
rule. The effective date shall be October 1. 1996. 
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(b) 	 R.emove the sunset provision that allows for the termination of AFDC·UP in J998 and mate it 
a permanent program. 

Rationale 

SomL ofthe tUg....ntS for ,...."vI"g W addllional eligibility nqulrements ore _ ,I_oSthem 
would: 

• 	 rtlrliW< W remDlnlog ,.,Stiges t>/ w AFDC _ge pe1llJlty In which single-parent fomilies 
have easier QCcess to benefits lhan married ctJllfJles; 

• 	 Improve /rorI:i:OIUaI equity Uy treOling disadvantaged childre. W same irrespective ofWllether 
they Jive with one or ~ parenrs; 

It e1lCoorage ~r.t. as"the CII"enr rule limitillg loJxJr martet attachme1l1 would be incongruous in 
anew transitio,uu wtifare program tJuu emphasizes ~k; 

• 	 el_.g tire,. special rules would also enhance w simplicity ofthe sysr",,: and. 

• 	 fiM/ly. a number ojSlates have sought "Waivers ill this area. 

2. 	 Essential Person Provision 

Cuuell\ J.,aw 

The Social Security Act at section 402(0)(7) and w Impl.ln<ntlng reguiatiOll at 45 CFR 
233.20(a)(2}MJ permit States, at their'opllcn, to Include io lhe AFDC grom benefos for essenrlol 
~rsons. Such WlividUQ/s are not £ligible for AFDC in IMir own right. but their needs are taken into 
QCCDU1It In detenni.ing rbe /x!1Iejirs JX1'ItIble to the AFDCfamlly because they are considered essential 
to the ""II-being ofan AFDC recipient in the family. n...nty-llro Slates currently include W option 
as part ofwlr respective State plans. 

Specifications 

(a) 	 Limit the kinds of individuals that a State may identify as essential to individuals providing at 
least one of the follOWing benefits or services to the AFDC famiJy: 
(1) 	 child care wbich enables a caretaker telative to work part-time outside the borne; 
(2) 	 care for an mc.pacitated AFDe family member in the home; 
(3) 	 child care that enabl.. a car_or telative to attend bigh school or OED classes on a 

pan-time basis; 
(4) 	 child care that eaabl... car_er relative to participate in JOBS; and 
(5) 	 child care that enables a caretaker relative to receive training on a part-time basiS, 

Ratiooale 

The Social Security Aln<ndments Of 1967 provided a speCific S1OJlJIory base for"" ",enrlol pe"QII 
policy. 'l1IJs policy has "'" aspects. Flrtt. States are permitted If) specIfY t/wse individuals ..no can 
be considered es"ntIoi: second, States mu.rt penn/t the AFDCfamily to Itav< w jl1IlJl decision as to 
Wllether such Individuals are Infoct essentloi. Under Ibis policy, States.,.t not required 10 identiJY 
rile benefits 1)1' ...rvlces ,hat these essenrlol ".,stms ""'" provide. 
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In 1989, Ihis policy beCOllU! contentious. Based in pan on an 010/?Vlew ofanaln State practices 
(most nolably In New York), aur predecessor org<Ullzatlon, tIti! Family Suppon AdmIn/stratlon, 
published filllll regulations l<1lich Ilm/Jed StoJ. aJilhorily 10 damn/11/! coJegories Of individuals who 
could be considered as tsstllliai 10 tIti! family. 11ie", 11!gulallons p1't.clutkd States fr(J11t cowring 
individuals who did nol provide an essellliai -fit or ..n>ice 10 tIti! family. (lhe penn/.lsible 
eoJ.gories are tIti! fi.. shown in optinn 2 aboV>e.) H~, in 1990 tIti! district courtfor tIti! Eastern 
Disrrict ofPe1lJlS)!/wutJa In ran" f. SrdIIVII!i and tIti! dIstrIa courtfor tIti! Disrria ofMaine in 
McKlmOO' y, Su/II""" held thot these regulatory Ilm/Jalions COI!/Ilct with seedan 402(a)(lJ(A) ofthe 
S<xlal Security Act. 11ie courts interpreted this s<edan as providing States with tIti! aJlIhority 10 
Ukndfy In their State plans the categories ofindiWdua/s who may be 11!cognized as "unt/al persons, 
11iese judicial decukms "",. not appealed. Consequently, tIti! Department ffVOIr£d the /989 
regulations and reinstated tIti! prior policy. In orda 10 cunall or /Im/J tIti! "" oftIti! essellliai person 
policy, a statutory amendmenl to section 402(a)(7)(A) u 1U!ctssary. 

3. 	 Stennarent Deeming 

Current Law 

Secnon 4OZ(a)(J /) of the S<xtal Security Act requires rJuu the inc(J11tt ofon AFDC dependent child's 
stepparent who lives In tIti! '''"'' home as the child u COUlUed In tIti! monthly derermlfllJ1ion of 
eligibility and the amount ofassistance. 11ie statUIe also requires rJuu the follOwing disregards will 
be applied In determining the amount ofthe stepparent's countable Income: 

• 	 11ie first $~ of tIti! stepparent's gross earned income: 

• 	 An additianol amountfor the support ofthe stepporent and otlti!r Individuals who live In tIti! 
home, who are not In .he ass/Slanee unit, and who tIti! stepparent claims as dependents for 
Federal income lax pW"pOSl!$. This disregard must equal the Stall! 's need standard amount for 
a family group oftIti! '<VIIJ! composltlo. as the stepparent and the other Individuals not in the 
tJSlisla.nce lUtit; 

• 	 AJinwny and child support payments 10 Individuals not living In the household: and 

• 	 Amounts actually paid Uy the stepparent to Individuals not living i. tIti! home but who he or 
she clabns as dependents for Federal inc(J11tt lax purpom. 

SPecjficatiog 

(aJ 	 Amend the Social Security Act to give SIll!es the flexibility to In<rease the amount of the 
stepparent disregards. 

Ratjonale 

Allowing the disregards to be increased provides InceMve, for AFDC ,ee/pient' to marry 10 improve 
tIti! stabUity ofthe family, and provides an inceM"" for stqJporents to lnerease tlti!ir earnings. 
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2. IU1SOlJRCES 

(A) Gen<ral 

Cuuem Law 

The SocUli Security Ad ond impIemeoring regulatiollS sel a $I.1X}() limit (or a lower limit at State 
option) on the equity value ofresources thai a family may ""'" ond be eligible for AFDC. EJ;C/uded 
from«JIIs!deratWn as coUJI/abie resources are w Irome owned ond occupied by lhe family: an 
1JU10m0b11t with a nuulmum equi/)! value of11.500 (or a 10000r llmll at s,o,. option); hoMfltk 
jimeralagre_lIts with a nuuImum equity value ofSI.500for eachfamlly member (or lower limit set 
by w State); ont burial plot for each family ...mber; ond real proper/)!for a periud of 6 ccnsecUllve 
months (or 9 conseClllive JtWIIths at State option) wl!lell the ft>aIily is IIIilking a goodfaith effort to 
stll. Under ctrt4in CQnditions. States may establish rules regarding lTtUJSfer ofrrsources 
in order /0 obtain or retain eligibility. 

The Food Slamp Ad and Impl,meoring regulations set a tUX}() Ilmll (or 13,(){)()for a househald wilh 
a member age 60 or over) on the valUl! ()j resourCes a household may have and parrlcipaJe in the 
program, '/he Act does noI specify how the WJlue of resources is to be detennined. but provides jor 
uniform national eligibility sttmdardsjor income and resources, Stale agencies are prohlbitedfrom 
imposing any Olher standards ofeligibility. Househalds In which ~~r neel""s AFDC. £SI. 
or general assistQllce from ceNaln programs do not have /0 pass the food stamp resource eligibflity 
/est. Regulations exclude from resources w value ofone burial plot per famJJy member and the cash 
value of life Insurance poliekG. Also ,",eluded Is ,.aIproper/)! which lhe household Is making a good 
faith effort to- sell at a reasmuWle price mul which has not been sold, There Is no specific exclusion 
for burial plans (fUnerol cgreemellts). Any ''''WIll'' lhat can be witlldrawn from a jimerol COntract 
without an obligation to repay is coumed as a resource. 

Food Stamp law prohibits the transfer 0/ resources within tire J--mcnth period prior to application. A 
househald thai knowingly transfers reGources for lhe purposes Ofqualifying or ""empring 10 qualify 
for food sramps sholl /Ie Ineligible 10 participate In the program for a peri<>d ofup 10 one year from 
w date ofdiscovery oflhe trallSfrr. 

BoIh lhe AFDC and Food Stamps programs see.. slmlUlr needy popuiorlons. Yet, /lecause lhe roles 
for treal11J£nt ofboth the amounts and cattgories of rescun:es are djfferenJ in each program. 
rttsources thai meet one program '$ requirement can result in fneligibii1ry under the other. 
&th programs ""'" Substandal/y dlffenlll rules for evaluating the reSOlUteS oflhat needy group, 
/Orcing ~lfare administrators to apply different program rules to lhe same r'UOUt'us in the S(JJ'fI.e 
ft>aIily. 1M following I.glslorl", propostli would reduce lhe current administrative complexity ond 
eonjilJlon for welfare administrators and reclpielltS by providing rmifi>rm treOl1lU!IIt ofasselS wilere 
appropriate. 

~ificatiQns 

Require the Secretaries in both Departments to develop uniform resource exclusion policies in the 
following areas: 



(a) Resource Limits: 

Increase the AFDC resource limit ttl $2.000 (or $3.000 for • househotd with. member age 
60 or over) to conform to the Food Stamp resource limit. 

(b) 	 The Secrettry shall specify in regulations the valuation and method for determining valuation 
of an automobile. 

(c) 	 Resource Exclusions: 

(i) 	 !leal Propeay: Propose legislation ttl amend the Social Security Act ttl exclude real 
propeny wbieb the AFDC family is making • good faith effort to sell at • reasonable 
price and wbicb has not beeo sold. ttl conform to the Food Stamp policy. 

(Ii) 	 Cash Surrender value oC Life Insurance Policies: Propose legislation to amend the 
Social Security Act to totally exclude the cash surrender value of life insurance 
policies under the AFDC program ttl conform ttl the Food Stamp policy. 

(iii) 	 Transfer of Resouwes: Propose legislation to provide that a household that 
knowingly transfers resources for the purposes of qualifying or attempting to qualify 
for AFOC shall be ineligible for benefits for a period of up to one year from the date 
of di,wvery of the transfer. This proposal conforms to the Food Stamp policy. 

Rationale 

1lu! administrative comp/exiry that exists in applying celUliJl resource requinmellls In the AFDC and 
Food Stamp programs will be greatly reduced under the propoud changes. Welfare administrators 
will be able /() apply the same ruler to the same resoureesfor the same jamlJy. 1lu!u conforming 
ilwnges ac/iie¥e sirnplijicallon by streamlining the administrative processes in both programs. 

(II) 	 Asset Attumulatio. - Individual Developn\ent Aa:ounts 

CurremLaw 

1lu! Social Stcurlry Acr and Implel1U!lIIing regulations set a $1.000 limit (M a lower limit Ol StOle 
aplion) an the equity value ofresaurees that a family may have and be eligible for AFDC. with onfy 
limited exclusions. 

1lu! Food Stamp Act and lmpIemellllng "gullllions set a 12.000 limit (or $3.000for a household with 
a member age 6l! or over) "" the value of"worm a lwuulwld may have and 
participate In the Program. Section J3925 ofPub. L. I03~ o/the Omnibus Budget Reccnci/illlion 
Act pruvides tIuu the Secreuuy ofAgriculture shall conduct. for a period not ro exceed 4 years. 
projects to test allowing not"""e than J1.000 Iwl4seholds nation;w/de to accumulate uP to $/0.000 
each in exclutkd resources. These tlJsels lJTe jor ialtr expenditures for II purpose directly related to 
Improving the educaticn. training or employability (Including se/f..,mpiQyl1U!III) ofhouselwld "",mhors. 
for the purchase ofa home for tlu! household. for a chongeln the houstlw/d's residence. "'for 
moJdng mqjor repairs 10 the household's home. 
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Welfare rtjorm sht:»JJ4 lnclude smuegles to It" 1M _ """ one ""Y OUI ofwelfare for some people 
Is through t!mpowerlng lMm to stan their own bwlMsses and encouraging them 10.raw their 
tamlngs to buildfor the fimu<. During the campaign, 1M President .ndoma the Idea ofhelping 
we!fore recipient' help IMmselves by proposing to lncreose the _ ofndcroenterprises and 
.stabllsh Individual [)evelopmeN AccDU1llS (/DAY). These IeglslatlWl propoUIls would promote ~!f­
lijfJ!citncy by .manuaglng reciplenJS to accumu/are sovtng', assets and stan their""" businesses. 

An IDA Is on opIianai tarnlngs-bearing, tax-bentjitted trust accoUlllln 1M IIOlI!t ofone person. An 
IDA would ~ held I. a licensed, foderally-Ins_ jlnancial/nstIMian. Withdrawal. con ~ mode 
from the accollllt only for qualified purposes, ..ntch Include: first home purchase, post-sectJl1dary 
education (coilegeRong-term /Talning), or buslnesslkvelop""'nt (microeNerprise,). There would ~ 
pe1IIlIti..for ..n-4t'lgnated use Of1M accoimI. ParticipanJ eligibUby would ~ dttermlned by the 
State agency using Federal guideline., Monies placed wo on IDA ocCOlUll by IV! AFDC and Food 
Stamp recipient would ~ disregarded for purposes ofdeltrmlnlng resource llmus, up to $JO,OIXJ. All 
_ placed wo on ID'( would be tax deferred.. An Individual would retain lhe ID'( after leaving 
welfare, but would srUl be required to use the resources for specified purposes or would face 
p<naltits. 

The tax laws will be .,."nde. to allow for the estublishmtlll of IDAs; DHHS and USDA regulado"" 
will set the llmU UI SJO,OIXJ; subsidized IDA, will ~ established On a ae,..nsmulon hosls; 
UlUubsldized IDAs will also ~ permlned for qualified indMdaals not 101'01"," In a demonstradon. 
CurrenJ "'ripleN' (and applicants with established IDA,) for both 1M AFDC and Food Stamp 
progrt11fJS can establish lDAs and hove their savings and intenst ududed. 

Specifications 

I. liatjonall.11lSubsldjzos! lilA Fromm 

(al Allow IDA. to be established by Federally insured nlllUlCiaI institutions to be used ..clusively 
to pay fur post-secondary education or training expenses, first-home purcltases, or business 
capitalization where there is a qualified plan, 

(1)) Recipients of Food Stamps and AFDC are eligible for participation in lbelDA program. 
Individuals otherwise eligible for Ibe Earned Income Tax Credit sball be permitted to establish 
IDAs, but some restrictions apply (specifically see provlsiml (IIi) below). 

(I) Annual contributions shall not ..ce<d Ibelesser of $2,000 or 100% of all income, 
excluding public assistance. with a total account limit of $10,000 per family. 

(ii) If Ibe acoounts are established while. family is on AFDC or Food Stamps, lbelDA 
account balance will not COUllt against a familfs resource limits. Families who leave 
the rolls after opening an account can continue Ibe account. If lb. family ,o-applies 
for AFDC or Food Stamps: at a later date, their IDA savings and interest, up to 
$10,000, are elleluded. 

(iii) If an IDA-eligible individual establishes an IDA while not """;ving AFDC or Food 
Stamps (for ..ample, upon ,..,.iving an EITC payment) and subsequamiy applies for 
assistance to either p,ogram, the amount in the IDA shall be applied against the 
resource limits fo, purposes of detennlning eligibility. 
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(c) Funds in an IDA account are tax deferred untir withdrawn, 

(d) The penalty for a withdrawal from an unsubsidized IDA fur purposes other than those 
specified will be 10 percent of the amount withdrawn tilat is indudable in !nenme. 

2.' Subsidized Indiyjdual DeyclQpment Account anAl Demonstration 

(.) Ameed the tax law. tn allow States. localities. and community development financial 
institutiOns to apply tn r..eive STarns tn _ S-year IDA demonstration projects. Project 
grants wDi be awarded by the Community Development Bank and Financial Institutions Fund 
OIl' competitive basis and must be renewed annually. Autilorlzed levels are $10 mUlion in 
fis<aI year 1997 and lOO2 and $20 million for fiscal years 1998 - 2001. .' 

(i) $500 in initial financial assistance will be placed intn aeoounts established for project 
panicipants who establish IDAs so banks are wllllng to set up the accounts. In 
additiont pMticjpant contributions may be subsidized in amounts ranging from 5,SO ro 
$4 fur each $1 deposited, not tn exceed $2,500. Total individual IDA amounts may 
not exceed $10.000. 

(ii) Eligible participants are housebolds witil: at I.... one member eligible for EITC, an 
adjusted gross income not in e~cess of $.18,000, and a net worth not in excess of 
$20,000. 

(iii) Grantees win maintain a reserve fund to be spent on assisting participants in achieving 
self-sufficiency. administering the project, and to collect evaluation information. 

(iv) Grantees must submit annual reports on the progress of their project, 

(v) The Fund will contract for an independent evaluation of individual demonstration 
projects describing project features, asses,Ing levels of self-sufficiency and benefit 
reduction achiev«t. levels of assets accumulated, and their effects. 

(vi) The penalty fur a non-designated witildrawal from a subsidized IDA will be the tntal 
amount of the subsidy and 10 percent of the individual's contribution of the amount 
withdrawn. , 

3, Self-Employment/Microentemrise Demonstratjon' . 

(a) Through. memorandum of understanding, HHS and SBA will jointly develop and administer 
a minimum 5-year. self.-employmentlmicroenterprise demonstration program. Conswtation 
with Agriculture, HUD and Labor is also required. Panicipants must be persons with incomes 
below 130 percent of poverty or persons participating in JOBS, WORK or AFDC-ooly, with 
the percemage of welfare reclpienl$ to be established by the agencies, Local in_Iar'" 
(organir...atiollS or consortium of organizations) will apply to enter into agreements to 
demonstrate the program. Authorized amounts shall be $4 million fur fiscal years 97 and 02 
and $8 million for fiscal years 1'198 - 2001. 

(I) HHS and SBA. in consultation with publi. and prlv.te organizations, will identify 
prontislng program model. currently used to provide self-employment and related 
services to low-inoome indjviduals and design a demonstration to evaJuate, using a 
randomized experimental design. lit least two types of models with contrasting level, 

28 



of technical assistance. The agencies may fund up to five other projects with designs 
that do not lend themselves to a randomized experiment: 

(ii) 	 HHS and SBA may provide technical assistance, grants. loan guarantees and loans to 
intermediaries. 

(iii) 	 In selecting intennediaries, SBA and HHS will take into consideration the applicant's 
record of success, program design, capacity and other criteria. 

(iv) 	 Intennediaries must have contracts with the local JOBS agency such that JOBS and 
WORK program funds will be used to provide supportive services including training 
and technical assistance for participants who are welfare recipients. 

(v) 	 Preliminary and final effectiveness evaluation repom together with recommendations 
must be submitted to the President and Congress. A report on barriers is also 
required. The evaluation study shall take into consideration increase in self­
sufficiency, reduced costs of public support, number of businesses and jobs created, 
cost-effectiveness, and program effectiveness. Early and regular feedback to the 
participating intennediaries is also specified. . 

4. 	 Other Legislatiye Cbanges 

(a) 	 The Social Security Act and the Food Stamp Act will be amended, as appropriate. to comport 
with the cbanges in the tax laws. In addition, amendments will be drafted to include the 
following provisions: 

(i) 	 Lump sum income: Non-recurring lump sum income will not be counted for resource 
purposes in the month of receipt or the following month if put in an IDA. 

(ii) 	 The total exclusion for an AFDC assistance unit or Food Stamp household is $10,000. 

Rationale 

IDAs and other set-asides provide welfare recipienls the opportUnity 10 be entrepreneurs in lhe priWJle 
sector and accumulate savings jor specific purposes. This approach promotes self-SUfficiency by 
empowering them to stan their own businesses and encouraging them to save money they earn 10 
build for their future. Additiolllllly. the money saved In IDAs might be used by panicipanls for 
educational and training purposes, lhus saving local program resources. 

(C) 	 Microenterprise (Self-Employment) 

Current Law 

Resource Exclusions 

Under Federal AFDe policy. except for real property. Stam moy disregardlor AFDe purposes 
Income-producing property (as defined by the Stale) 01self~mployed Individuals. Stales moy also 
disregard Income-prodJu:lng property owned by a recipient wIw Is not currently employed. but wIw the 
Stale reasonably expects to return to,..,rk. Federal regulations aI 45 CFR 233.30(a)(3)(;aI) require 
thlll Stales disregard. lor AFDe purposes. bona fide loans from any source for any purpose thlll meet 
the crlterlil set OUi in w State Plan. 
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Sealan S(g)(2) ofthe Food Stomp Act and implementing regulnti"'" at 7 CFR 27].8(e){4), (5), (6), 
(9), (15) and (16) exclude "property which llJIIIIlQ/ly produces inrome consistent with iIsfair mar"", 
valli/:: property which is essential 10 the self~mployJtU!nt of. household mtmber: /llslallment contracts, 
for the sale oflands and buUdings, if the contract .. , Is producing Income consistent with fait market 
value: resources.. of.. self~mployed persons, which has been prorated as inrome:' non-liquid assets 
with liens resulting from buslM" IQQIfS: and real or personal property that is IU!eded for malntellJl1lce 
Of c~nain vthides. , 

Soecifications 

(a) - Ameod tit. Social Security and Food St.aIlIp Acts to give the respective Secretl!ries tlte 
authority to specify ,in regulations exclusions necessary for self.-employment. Require that 
these regulations be prepared jointly and demonstrate consistency between the two programs, 

(b) Ameod tlte Food Stamp Act to exclude business loans from r.....rces. 

Rationale 

Currehl AFDC policy does Me permit funds necessary for the operation 0/a micIWnterprise /0 be 
excluded separately from the genera! $1,()()() resource limit. This restriction discourages reCipients 
from establishing small businesses. By expanding the microenterprise resource exclusions. 
microenterprise owners will be able to sel aside sujJiciemltquJd resources 10 operau lhe business. 

3_ INCOME ISSUES 

Federal laws or rulesfrequent!y disregard a part or the total income ofapplicants and reCipients in 
delermining eligibility and betiejilsjor assistance programs. Often. the same incame Is "eale(} 
differently in dre AFDC and Food $lamp programs. Such differences are incomprehensible to 
recipients and d/IIicullto odmin/sler, 

Our goal is to ad()plllJlifonn equitoble income disregard policies for the AmC and Food Stamp 
programs which are easy to wuitrs/(md. simple to adminisrer and pr011U)le work and educ(1lion. 

1. Treitmeru of Lume Sum Income 

Current Law 

Under Section f()2(a)(17) of the Social SeemlJ Act, ""n-recurring lamp sum income is considered to 

be avaJIobIe to meet an AFDCfam", 's current and future needs. If the ""istance unit's COWIIobie 
Income, "-cause ofreceipt oflump sum Income, aceeds the IJPPllcoble State need standard, the unit 
Is ineligible for a perWd detenn/II<!d by dividing the tOtai countoble Income ~ncludlng the lump sum) 
by the need standard. 

The FooiJ Stamp Act, at 5(d)(8), excludesfront Income 1Wn-",currlng lump sum _nts, Such 
4nWU1t1s.f{Mt spefl1 in the numth r«eived. ore treaJtd as resources. 

30 




" 

SnecificatiQU,} 

For applicants and recipients: 

(a) Amend section 402(aXl7) of the Social Security Act (SSA) to ..elude non.recurring lump 
sum payments from income. ' 

(b) Amend both the SSA end FSA to disregard as resources, for one y .... from the date of 
receipt, oon-recurring lump sum payments that are reimbursemenu or advanced payments. 

(0) Amend both the SSA and the Food Stamp Act (FSA) !O disregard the aDIOunt of any Federal 
or State EITe lump sum payments as resources for one year from receipt. 

Rationale 

Lump sum ptJyITIelllS are rr.a"", compltlely differeru/y In lhe "'"programs. Considerable 
slmplijicarumjof both the clients and workers can be achieved i/the policies are consistent. Also. 
current AFDC policy can. result in hardship for families since they are supposed to conserve lhe 
payments to meet future Jiving expenses rather than to ciWtr debts and other costs. 

2. Tratment of EducilUQ!laI Assistance 

Current Law 

Several laws address the treatment ofedllCtllional assistanct for AFDC. Any educ(JJivnaJ assistance 
provided under programs in title IV ojthe Higher EdllC€llion Act or the Bureau ofIndian ~airs mus, 
be disregarded !P.L. /02·325. sec. 479B). A SltJI. musl disregard paymenti made for attendance 
COSts lltIder the CArl D. PerkllU Vocationed and Applied TeclrnoWgy Education Aer (p.L. /0/·392. 
sec. 507(a). URlkr AFDC rules. the State must disregard educatll)lUI/ loans and grOllts that are 
obtained IltId used for direer educatianal expenses. such as lUiJitm and books 1233.20(0)(.1)Ov)$). 
(Any ofthe educmioMi assistance covering items in the State '$ need slantku'd is counted as income.) 
Also. Slates may disregard all educational assistance as complel'fU!nJaty assistance that is for a 
different purpose lhan AFDC (211.20(a)(3)(vII)(a)). 

Portions of inc~ received under the Job Training PaT'1nership Aa and the Higher Education Act are 
disregarded in the Food Stamp program. By regu/aiton. such educatiOMJ assistance provided on 
behalfof the housdwld for living expenses. food. or clothing 10 the extent that lhe fonds excend the 
costs oflultlnn and mtJ.Nlatoryfees ore CO"rued as 1_. (7 CFR 271.9«)(1)(v); 273«)(3); 
273(c)(4); 273.9(c)(5)O)(O); and 373.9((c)(IO)(xi). 

s»..ifjcatiops 

(a) Amend .tlte Social Security Act end FO<\d Stamp Act to totally disregard all educational 
assistance reeeived by applicants and recipients. 

3. Earnings Qf SlUdems 

CuruntLaw 

For • depetulent cItIId receiving AFDC, lhe utrned Income ofa fUll-dme or pan·time student (nol 
employed fUI/-dme) .,tetuling a school. college, or university, or a course of vocatil)lUI/ or "chnicol 
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training designed to fit him for galrifu/ employment is disregarded (4Q.I(o)(8)(A) <if the SocWl Security 
Act). At SUlJe oprion, tIrL earnetI in"""", <ifa pndent child qpp/yI!J.tfor' AFDC IIUlJ' aUo ,<..roily 
be disregarded. :/he earnings <ifminor pGJ'ellls Qttending scJwo/ are oot excluded. 

Eff<ctive ~r, 1994, tIrL Food Stamp program wUI e.tdudetIrL earnings of<lementlll')' 01' high 
scJwo/ students age 21 and ander (FS'A 5(d)(5); 7 CFR 273.9«)(7). 

Specifications 

(a) 	 Amend the Social Security and Food Stamp Acts 10 conform Food Stamps to AFDC policy 
and limit the disregards 10 elememary and secoodary students up 10 age 19. 

4. 	 /milIlar iOCQ!!le 

Current Law 

No statUlOry provisions address i"egular income jor AFDC Rules permit Stales to disregard small. 
nonrecurring gifts not /0 exceed $30 per jndividugJ per quarrer (233.20(a)(3)ffv)IF). 

:/he Food Stamp Act (Sec. 5(d)(2)) requires the exclusion ofincome ofS]() or leu in a quarrer per 
household received /00 iqfreq..ntly or irregularly to be anticipated. :/he exclusion does no/ oppiy 
U1'Ider retrospective blldgeling. 

Soecifications 

(a) 	 Amend the Food Stamp Act to conform to AFDC rules 10 exclude inconsequential income not 
in excess $30 per individual per quaner. 

S. 	 Treatment of 1TPA Income 

Current Law 

For AFDC, tIrL inrome of. dependent child wIIich Is derivedfrom panic/patio. in a JTPA progrom 
IIUlJ' be disregarded. Earned income IIUlJ' be disregard for a period up /0 six ""'nths per calendar 
year. Unetll'Md Income IIUlJ' be disregarded IndefinUely (semon 4Q.I(a)(8)(Aj(vj oj the SSAj. 

Under Food Stamps, training allowances from vocarlonoJ and rehabmIation programs and JTPA 
earnings are e.tduded, except income from on·the-job trainiog progroms under section 204(5) oftitle 
11. All OJT income of individuals under age 19 and under parental controllJ excluded. (7 CFR 
273.9(b)((1)(i1i) and (v); 273.9(c)(1O(v) . 

SpecificatiQns 

(a) 	 Amend the Social Security and the Food Stamp Acts 10 disregard as income all training 
stipends and allowances received by a child or adult from any program, including JTPA. 

(b) 	 Eliminate targeted earned inrome disregard. SO that the earned inco... from ""y ••-the-job 
training programs or from a job will be counted after the genetal earned income disregard. 
are deducted. 

32 



6. Suw1emenllll Payments 

S<ction 402(a)(28) of tire Social S<curity ACt ,.quires Iilme Slates IMI. deduct income from lhe need 
rather lhan the _"' sllWiard (fill-the-gap) /lOW and in July of ]97510 provl4e" SUPP/,,,,,,,"a1_Ill 10 fomi/ies ..., hdve 1m disposable Income because child suppon is paid to the child 
s-.n agency instead ojdireCtly to the family. 

Food Iit""",s - No such provision alsts In tire Food lit""", program. 

SpecifigtiQDS 

(a) 	 Amend the Social Security Act to remove this provision. 

7. 	 Treatment of ln~kind Income 

AFDC ru/IJS require earned in-tind income to be counted. As a matter ofpolicy. States may disregard 
any unearned in4dnd income. If the Staie elects to rounl unearned in-kind income, the anwul'Jt 
C()UIUM is limited to the. value ofthe item in the Slme:r need rrondard. 

Under Food St""",s, In-kind benefits such as food, c/othing, houSing, praduce are ""cluded. (FSA 
5(d){]); 7 CFR 273,9(c)(I)) 

Specifications 

(a) 	 Amend the Social Security Act to require Stales t.o disregard both earned and unearned in-kind 
income. 

8. 	 Treatment of National and Comrmmity Service Act Benefits 

Current Law 

No fll11Wory provision excludes. for purposes of the AFDC program. allowances, stipends and 
educational awards reaiilt'd by participants in a National Service program established tinder the 
NatiOl!tll and Omtmunity S<rvice ACt of1990, as amended by ,he National and Community Service 
7rus1 ACt ojJ99J. 

1he Food lit""", progrQltl will aclud< from Income National Service program benefits. The National 
and eommunl1y Service Aa, as amended, spt</fies IMI.lhe exclusion In section 142(1)) ojthe Job 
1i'.inlng Partnership ACt (JTPA) applies "0 National Service program benefits. Sealon 142(0) oj lhe 
JTPA provl4es Ihat)1trymerus will not be considered as Income for purposes oj Income trons!er and in­
/dad aid furnished under ony Federal or jederally assisted progrmn hosed on need, other lhan Social 
&Curlly Act programs. 
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Specifications 

(a) 	 Amend section 402(a)(l!XA) of Ibe So<:ial. Security Act to disregard from Ibe income of a 
family allowances, stipends and educatlonaJ awards received by volunteers participating in a 
NOlional Servin< Program under Ibe National and Community Service Act of 1990, as 
amended by the National and Community Service Trust Act of 1993. 

4, 	 OPTIONAL RETROSPECTIVE BUDGETING 

Cummw 
. 	 . 

For tile AFDC program, tile Sod4I Security Act J)<rmUs Stales to us. rtlTOspectiw! budgeting onJy for 
th£ Calegaries offamilies req.lredlO m",ulrJy report. The Food Stamp Act J)<rmlIs Slales 10 
retrosp<ctlvely budget cases rho! are not required to morulrJy report. 

Specifications 

(0) 	 Amend Ibe Social Security Act at section 402(a)(13) to deletelbe clause "but only wilb 
respect to any onc or more categories of families required to report monthly to the State 
agency pursuant to paragraph (14):. This technical amendment will make retro'pective 
budgeting optional for States without regard to wbether families are required to monthly 
report. 

RatioDal~ 

Allowing States to use retrosJ)<ctive budgeting without requiring coses to """"lrJy report will foSler 
consistency between ,lie AFDC Dud Food Stamp programs, Dud will glWl $'Q/<S gre.,er flexibility 10 
administer lh£ir progr(JJn$, 

5. 	 MISCELLANEOUS ADMlNISTRA TlVE PROVISIONS 

l. 	 Undero8ymenlS 

Current Law and Policy 

Section 402(0)(22) afth£ Social Security Act requires SltJIe agencies 10 pramplly lake all necessary 
steps to correct any ulllierpoyment. Regulations tJI 45 CFR 233.2O(a)(13) llmilille Issuance of 
Imderpoyment' (bath agency Dud dlent caused) 10 cumru recipients Dud former recfpierus who _ 
be curreruly eligible if,1Ie error causing lhe nude>payment bud IIOl occurred. As a resull of IlIIgotion, 
program polley olso permils Stales to issue underpayrtteftls to jo1'fMr recipierus who would no longer 
be curreru/y eligible. The amount of th£ nude>payment Is IIOlllmiled by th£ number afeligible morulls 
fXlV<red. 

Section 11(e)(l1) oflhe Food Stamp Act provides tho! beniiflts are to be restared 10 a household 
requesting lhem ifth£ benefits hoW! been ·wrongfully denied or termitwJed." The periodfor which 
benefits are restored is limited to one Yl!ar prior to the date tM Slat/! agency eilJu!r rtcdYes a request 
for restortJIion from the household or otllerwise learns tho! a IIlSS 't> the household occurred. The 
Food Stamp rule (7 CFR 273.17) also prohibits th£ St.,e agency from reslorlng benejitsfor aJ)<riod 
longer thon 12 """"he. The rule requires tho! benefits be restored "". ifthe household Is currently 
Ineligible. 



To provide ciiDlls MIlt a raliona/ and consistent policy In tIu: processing ofunderpayrru!nts, 

SPecifications 

(a) 	 Amend _ion 402(0)(22) of lbe Social Security Act to conform to Food SrAmP law by 
requiring the issuance of agency caused ullderpayments to current and fonner recipients for a 
period not in e.cess of 12 monlbs from lbe date lbat lbe agency learns about the 
uoderpayment. 

Rationale 

Since clients are responsiblefor reponing changes I. circumsU/JIces that qff'ect ellgJbiJity and o.nejils, 
a 12·ln<Jnth Ilmlt on restoring lost o.nejitS diu! to agency error rdnjorces posiIive o._r, The 
change also achieves consistency o.tween tIu: AFDC and Food Stomp underpayment policies, 
However. becfUlSe the proposal represellls a contraCtion ofAIDe program policy (i.t.. the 
prohjbltion 011 underpaymelJt~ due to dient error) diem odvocacy groups are likely 10 object, 

2. 	 Recovery of Oymayments Through Federal Tax Intercept 

Current Law 

S<ction 4()2(a)(22) ollhe Socilll Security Act requires. as a condilionfOr aid and services /() needy 
lamilies with chUdren. a SIOle plan which must provide that a StOle agency will promptly lake all 
necessary sleps 10 C(RTeCl any overpayment to any individual who is no longer receiving aid under the. 
plan. Recovery shoJI be made by opproprfule action under State law against the income or resourcts 
ollhe individual or the lamlly, 

To allow State agencies to recover AFDC program overpaymenlS through lhe use ofa tax intercept 
program in coordination wilh tlu! IRS. A 50% m.a/ch role to cover administrative costs will be 
provided. 

Specifications 

(a) 	 Amend section 402(a)(22)(b) of the Social Security Act to permit Stile agencies to """rdinat. 
with lbe IRS to intercept Federal Income Tax Returns for lb. collection of outstanding AFDC 
overpayments. provided they PU"oo other .,.... of collection under S .... law prior to using 
the Federal tax interC<pt program. The tax intercept recovery method would only be used to 
recover ?verpaymems made to individuals who are DQ longer receiving aid under the plan. 

(b) 	 The adtninlstratlve ...... would have a 50% Federal match rate for State contributions. 

Batjonale 

Currently SlOt.. have the tn4lhority 10 intercept SIOIe lat rqimris but on llIIabIe 10 do so Ifthe 
overpaid Individual moves to onmher Stote. A Fed<ral .ryst... wtJUId tzllow Stot.. to called from 
Individuals. regardless ollheir State 01 residence, FNS has Oeen nmnIng on IRS lOX Intercept 
program as a demonstration project since 1992. The program has proved to 0. very t}jectlve In 
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rollecting outstanding overpayments, so much so dult FNS Iws expanded the demonstrOOmt every year 
10 include mere StOJ1!s. A 50% mmcJr for administrotlve com support. tIu! Administration's 
philosophy that tIu! administrotl"" ofthe IIFDC program should IJ€ an equal FederallState 
partnership. 

3. Admjnjstatjye CoS! StiuClllrin& jjJ[ !&mill Sru;ial Sroiw 

s"aio. <11)2(0)(1$) of the SocioJ Security Act provides for cmain services to IJ€ offered nOli provided 
promptly (directly or I1IIIier lJITangemellls wIlh OJhers) to ollindividuals vollllllDrily requesting such 
services. s"rvicts wIlllJ€ voJUIIIary nOli shall not prerequ/#te to eliglb!1JJy. 7his is to IJ€ provided to 
each appropriate relative nOli dependent child receiving aid nOli for each appropriate individual 
alvlng in tIu! same home as a relati'" nOli child receiving aid) whose !IUds tire taken Into account In 
making the ellglbilJJy dele_on. 

YiWn 

Section 403(0.)(3) indicates that administrative costs of SlICk services are not mutched at SO perceIU if 
the State Includes family planning services under their 1ltle XX SocioJ Services Bleck Grant Program. 
'lIIis policy would IJ€ amended to ollow for administrOlivr! _ching. 

Soecifications 

(a) . Change Section 403(a)(3), to allow. 50 percent match for such services if they are provided 
under Title XX. 

4. J,?eclaration of Citizenship and Alieu2e-P 

Sectinn J J 37(d) of tIu! Act requires, as a condilWn ojellglb!1ity for assistance, a dedoratlon In 
writing iJy the Individual (or, in tIu! cose ojan individual,..,. is a child, iJy anotlu!r on hlslher IJ€hatf) 
under penalty ojpetjury, stating v.iIoher or tWI tIu! Individual is a ciJiun or national oftlu! United 
States, nOli, Ifsuch individual is not a citizen or national oftlu! United States, whether helshe is in a 
satiifndory immigration Matus. 

To bring the AFDC program inlo alignment wIJh Food Stamps iJy allowing one adult member ofan 
appllclJIfJ IJSS/SIOOce ..It 10 sign the dedarOlion ojciJiunship or aIIen status for all memiJ<rs ofthe 
WIlt. 

becificatjons 

(a) Amend the Social Security Act by revising ....ion 1137(d)(l)(A) as follows: 



(l)(A) 	 The State shall require, as a oondition of an individual', eligibility for benefits under 
any program listed in ,ubsection (b), • declaration in ",rbing by the individual (or, in 
tbe case of an individual who is a child or a spouse in a two parent unit. by another 
on the individual', bubalJ), under penalty of perjury, stating whether or not the 
individual is a citizen or national of the United States. and, if that individual is not a 
citizen or national of the United States, that the individual is. in satisfactory 
immigration status. 

. 
Rationale 

'I1It current nqulrentent Is administratively /nu'den:scme as It rtqulres each adult I. the AFDC unit lV 

sign a separate declaration. This proposal wI1I allow the adult _ or principal earner in an 
asslslVnce unit to declare on /1ehalf ofhlslher spouse and children, therel!y s/mplijjdng the application 
and rtdetennination process. lhIs propoiJai would also provide consistency with Food Stamps. 

6. 	 TERRITORIES 

Welfare Rejorm Working GrOlliP stqffhave orel with representa!lves.from PuerlV Rica and lhe other 
territories to discuss recommendations relative to the opertJlion andfunding Of the territorial welfare 
programs. 1hese representatives. including stqfffram the territorial Congressional delegation, 
rec<»nmeTJded thai we (1) eliminate the funding cap, and (2) extend SST/a the remtories. In oddition, 
the represe1l1Ol/W! from American Somoa heiieve, that the territory shauld be permitted to operare on 
Aid /() the Aged, Blind. and Disabled (MilD) program nod rece/W! appropriarefunding. 1he 
representariW!s also asked lbarjondingfor JOBS, child care, nod the opp/iCfJlion ofthe lime limit be 
oddrtutd. For t!UI1IIplt. Puma Rico Is concerned rhat the two yoor lime wiU be d/DIculr lV .liforce 
in 011 ecolW1/fY with 18 percent unemPloyment. 

CuuemLaw 

Section llOS of the Social Security Act pennirS/he territories (i.•., Gwn;, Puerto Rico, nod the 
Vlrgin/dnods) to operare the MilD nod AFDC programs; American Somoa Is ollly auJhorlted to 
operfJle 011 AFDC program. Funding jor Child Care and Transitional ChIJd Care Is provided for 
under the JOBS limit ofenti1lentent.- If the territory elect' IV operare these programs, It rIUlSt also 
have a tllie /V·E or Foster Care program. 1he terrbory ""'" adhere to the same eligibility nod 
jJ(lJ11Ienl rtquirentenrs as the Stozes. The Federal government matches 75 percent ofCOSls; however, 
funding for the territories is capped. 1he cops are S82 mUlion for PUCrlV Rica, f3.8 million for 
Guam, and $2.8 mIllloojor the Virgin lslnods. Between 1979 nod the preselll, the cops were 
increased unce, by roughly 13 percent. 

To creare reallslic funding levels jor the territories that are reflective ofthe current ec01lO1/fY nod 
ClJStload. A mechanism tbar wUl provide occasional OI/i"'tments in fond/ng ieW!/Ji wUl be developed 
/() replace the current burdensome method ofpeliticoing Congress for OI/iustments. 

Specifications . 

(a) 	 . eontinue '" require the territories '" operate the AABD, AFDC (ineluding JOBS supportive 
services) and Foster Care programs. Amend sedion 1108 of the Social Security Act '" 

• increa.<>e tbe caps by an additional Wik.\:i percent and create a mechanism for indexing. The 
effective date ,hall he October I, 1996. 
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(h) 	 The territories would not be required to operate AFDC-UP programs (effective upon 
enac1ment of this act). . 

Rati<maje 

77Ie ~r ojpubllc asslstlJllCeprogramsjlmded _r the current caps. coupledwilh omy 01Ie 

a4/ustntent to these rope in 15 years, hils seriously limited the turilorles' abilities to provide, let 
alo"" Increase benefits. Benejir paymelllS above the cap are fllUlllCed 1()() percelfl/1y the territories• 
... nddng In sUUations such as Guam', wile... the Federal share Is roughly 40 percent. Pumo Rico 
I'<{J07ts tlwt. sInce 1987;AFDC cos,loads _ nearly doubl,djrom 98.(){)() units to 183.(){)() units. 
Further. beg/wng October. 1994. Puerto Rico will be required to at,nd .liglbUlIy to two-parent 
jamilies, Puerto Rico estlnrates thai an nddltiona/4O.(){)()families will be eligible jor AFDC due to 
this provision. IfmtJIch rates were determined I1y formula. as they OTe in the Stales, the territories 
would be eligible for higher motch ratel. Increasing the C4pS and providing a mechanism for efficient 
adjustments to those caps l4IUJ 1JOl only continue to give territories w awhorlry 10 operate public 
assistance programs but adequate means to do so as well (See Appendix A. Faa Sheet On 77Ie 
Territories). . . 
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B. 	 REGULATORY REVlSIONS 

7he tUG'" compromise and time inrolwd InlMldng sttJIlllory rtnIislons and amendments mtJke the 
ldellllficati01l ofrtforms _ COlI '" lmp/t!...IIIt4 with comporodW! tau: through regulatory 
amendment and rtnIisi01l a must. 7he folluwing prcp<>sals, .milefrw In 1IIIInbtr, willprovid< for more 
timely rt:forms and allow _s 10 Q/ least "'811110 simplify and strt:anfli1le asslstl1/lU progroms while 
the brooder reforms are addresst417y Congress. All rt:gui<rtt>,., prollisions would '" publishtiJ withi1I 
6 __ of .,,,,dlMlII ofthis tid. 

1. 	 MICROENTERPlUSE EXPENSES (SELF-EMPLOYMENT) 

Current Requiremepts 

In the AFDC program. the rules (45 CFR 233,2o(u)(6)(v)(B)) provide IhQ/ prcifiJfrom se/f-employmelll 
(e.g" mJcro<lIIerprise,) Is derived[rom subtracting !nulne" apensts [rom gross recelprs, All the 
earnt4 _ disregards (Section 402(0)(8)) are applied to the profit the same as i1Icome from 
wage.!. Allowable business expenses are thrue directly related to producing goods or services. 
However, the folluwing apeoses are not all_d: depreciation, purchasts 0[capital equipmelll, 
paymtlllS on the principal 0[ loans for capital assets or durable goods, personal trarupo"tJlion, and 
JXrsolUll business or tnrenainmenr expenses. it State muy liesigruut an objective Jim amoulll or 
percemage for self-employment bwin.ess expenses, but must allow higher actual COSts. 

7he Food Stamp program excludes from income the cost ofproducing self-employmelll income, 7he 
rules (273, II (0)(4)~)) lisllhe following examples ofthe specific costs 1hQ/ should'" excluded: lhe 
identijU:lhle costs oflabor, stock, raw material, seed and /ertUiur. interest paid to purchas« Income­
prodlJclng property. insurance premiums. fJIld tl.l.US paid on inCome-producing property. The 
follOwing expenses are not txcludt4 as COstS Ofdoing bus/ness: payment, on the principal ofthe 
purchase price ofincome-praducing real estate and capital assets. equipmtlll, IJUlchinery. and other 
durable goods; net lossesfrom previous periods; and depreciation. In addItion, Ft4eral, $tare, and 
local income ttlXl!S, retiremenl monies. and other work related persorstd expenses (such as 
transpo"tJlion 10 andfrom work) ore not alllJWed because lhese apeo.., are accoU1!ledfor I7y the 20 
percent earned i.eome dt4uctio. i. Sectio. 273,9(d)(2), . 

RCaIiator)' Specifications 

(a) 	 Change the Food Stamp and the AFDC regulations to provide a deduction of th. amount of 
depreciation or the actual cost of purchasing the wet as claimed for tax purposes, or if none 
yet claimed acrording to State criteria. 

(b) 	 Delete curr..t lan_ in AFDe regulations to ""ni\)rm with Food Stamp rules by edding 
examples of specific costs of produdng self·empJoyment income, such as the ideotiftable costs 

of labor~ stock, raw material, interest paid to purehase income producing propertyt insurance 
premiu~. and taxes paid OD income producing property, 

A compatibU! AFDClFood Stomp ",clusionfor business expenses, Includl.g a dt4uctionfor 
depredation or actual the actual expenses O/MC€SSary QJSeIS. would result In ,rtoler eifecti1lf!ness. 
clarity and efficiency in the administration ofboth programs, 7he chonge would ..courage self­
employment, self'sufficiency and recognize the legitimate cost 0[doi.g lmslness, Allowing lhe 
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eligibility worl:£r '" recognize ~1ISin<SS deductiolu IJS claims /1y ,he /JIlJMdual for Income tax purposes 
oouId simplify such calculations. 

2, BOARDER INCOME 

Current Reguiremeots 

UNler the AFDC program, neIther the statllte or rules otid.rl!:Ss allowable coltS ofDuslness Income 
rteelved from boorders, Under program policy, " Stme may deslglllJle • fUJt- or percenJoge 
for self-employmenJ ollSlness apenses. Ho........r, the State 7IUJS1 o/iow higher docUJ1U!nJed costS. 

'17Ie 'Food StIlmp Act is also ,lIenJ on spec/flc procedures for dettrlllining the Income a/hollSeholds 
widt self-<mploymenJ Income from boarders. Ho........ r, the House &pon which accompallied the 

Food Stamp Act of1977 ([l.R. 95464, poge 38) indicates Co1lgresslonallnJent thalthe cost a/doing 
busin<ssfor boarder Income be calculated "for purposes 0/administrot/l't ease, at • fixed rate or the 
value of. ItIOlIlhiy _ allotmelll/or. _-person houselwld"for each boarder. '17Ie report also 
indicates Congressional inlent duJJ actuoJ costs be allowed. but the cost exclusionsfrom inCl'JltJe 
CtwWt exceed the income received. 

Section 273.1l(b)(1) o/Ihe Food Slamp rides provides proceduresfor calculating the Income received 
from boarders based 011 the legislative history contained in the Food StIlmp Act. Income from 
boarders Includes all direct payments '0 the houselwldfor room and meals, Including contrlbudoos to 
the houselwld', shelter apenses, '/he cosl of.wing busin<ss Is either (1) the IIfIUImwn o/iotmenJ 
QItIOUl/I for" Muse/wld slzt _ is equal 10 lile number a/boarders or (2) the octII41 documented (XI" 

ofproviding room arulmeaJs, if that cost exceeds the maximum allotment amount. IfQctual costs are 
used, only Sl!:p07ate and Identijioble (XIS/S 0/providing room and meals '0 boarders con be excluded. 
TIu: eicJuded costs cGn1tf1lI!J.ceed the dmcUnI ofin~ received. 

ReeulatoQ' Snlll<jfications 

(a) Modify AFDC and Food Stamp rules to pennit States the opt... to allow a flat rate, a 
percentage. or either the maximum allotment for a household of the same size as the number 
of boarders in the thrifty food plan or Ille actual documented cost, if it is higher Illan Ille 
allotment.. The ,ame procedure would be adopted fur each program, 

Rationale 

A uniform AFDC/Food Stamp policy in calculating boarder Income would resuilin greater 
effectiveness and effiCiency In the udm/nistroJion ofboth programs. 

3, . IlEPORTING AND BWGETING 

One 0/the ltII!Ior ctmlp/alnts oIJout tile di/fr:rtJlCt:s between the AFDC ood Food Swmp programs is 
_ the programs lISe lliffere", periods 10 derermine bentiflt' for the currenJ month ood reqldre t"" 
mach r<portlng 0/chonges In c/rcwnsloncer, In. transitional program where more reclpitnJs may 
hovejIllC/UQtlng Income, the rtportlng burdens "" reclpknJs, thejIuct1iIltlons In benefit o.mounts, and 
the CGnstanl -for cose worker re<alcaiallons 0/benefits would Impose complexity 011 o/i parties 
lnvalved. 



Current Requirem~gli 

I. 	 Month!} Rewrtilli and BwiGliDK RlXIJlirelllCjl!S 

Both AFDC and Food Stamp, permll Slam to adopt monihly reporting requlremeni' and 10 we either 
retrospective or prospective budgeting 10 <kltrmlne the benefit _sfor some or IJII cases. Yet 
then are SomJI dlffe,.."",s ill application. For esanrple, lhe Food Stamp Act permits retrospective 
budgeting ofMn_ruhiy rtpornng c ....s, .mue the SadaJ Security Act does not. 

Under a momhly WlQrtinl and nnwpective IlJlduting mWtJ, fo.mi/~s report income and otMr case 
circumJtances every monJh, "*'ther or 1UJI a change qffecting eligibility and payment anwunts has 
occurred since the prevWus monJh. 1his l/!formation, as weU as aJfY supplemeniary report Of a 
change In circumstances, Is wed to <ktermille continued eligibility andlQ detennw the fJJI1l)unt of 
assistance baud on a prior 11Wmh's i1lCOl1tl!. 

Un<kr a 0rwutcrll" budgeD., w,m, eligibility and benefit anwUJIIS art based on (} projecOon of 
income and circumsttmC~s that will aist in the month{or which payment iJ to be made. 1he F()Q(/ 
Stamp program by regulation aM statui#! is more prescriptive in how the estimates are to be made. 
'The AFDC rules IJre 1101 totUlJined in statute and provide Slates mcr~ flexibility in making the 
e$limtlte. ' 

2. 	 Effective DMe of Reported CbanUS' 

Both programs require {ami/its to npon cluutges in circumstances. In AFDC. SImes must establish 
proceduresfor limeIy and accurate rtpomng of changes tluu qffect eligibility and anwUJII of 
assistance. AII)' change Is effective In'the monJh It occurred. Food Stamp rules IJIlowfor a tolerance 
ill MilIch a change ofless tIwn $25 per month does /101 hove to be reported and the rules governing 
the effective date ofaJfY change give the recipient and agency time to report and act upon the change. 

3. 	 Recertjfi1dltiQD Period 

,. the Food Stamp program, recertification ofeligibUity is mondatory and must occur every one to 
_Ive I/IOnths (<kpending on the characterisOcr of.he household) under specific procedural rules. In 
AFOe, 	1'tdetenninatWn Of eligibility must occur every six to 12 mmuhs according 10 State established 
procedures. UnlUu! AFDC, food stamp benefits automatically Il!rmtnate when the temftcation period 
expires. 

Rep1atoty Specifications 

(a) 	 Allow States to continue to use retrospective and prospective budgeting. Require recipients to 
timely report aU significant changes in circumstances affecting eligibility or the amount of 
assistance. 

(b) 	 Require die Sill'" to malee timely adjustments to benefits, both up and down, when significant 
c.hanges in income and other factors are reported by the recipient. Significant changes in 
income include getting or losing employment. promotion. permanent changes in bours 
worked. etc. Non--permanmt flu.ctuations in income (overtime, absence) are not coDSidered to 
be significant. 
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(0) 	 Overpaymen'" would not o«ur wbere recipient.! report timely and the agency makes 
adjustmen", no later than the second momb after the month i. which !he change ocourred • 
•ubject tl) notice requitem..... These specifications dosely conforms to current Food SllImp 
progratn policy. 

Rational. 

11w< prr!pOsed admilli.rtro.ri>e rules will signifiClVllly simplify 1NIIt/ll calculation proce4ureslorjOinl 
,tFOCIFood Stamp households. By raziolwIizing rht procttl.lI1'ts In INM/II det",nlnatWn and 
calculation, workers and recipients willlNnefit through less poperwori< processing and run. spent on 
Ntcalculatiog INnefits bt!c0JJS< ofjlUctwJ1UJns In income. 1ht rules lIIilIntain a balance INtween 
_uriog INneflts i11'< accurately determined by reducing the Cll.l'N!nI complexltl<s retaining the 
appropritJle level atresporuiblJities on recipients to report irifomuJlioTl. 

4. 	 AUTOMOBILE RE!>OURCE UMIT 

ClImnl Reouirements 

1ht Social Security Acr provideslor the exclusion also much 0/0'amily ~r'. ownership intereSt 
in one aUlamahile us prescrllNd by the Secretary. 11uu exclusion Is set by regulurian 01 $/m equity 
..uue (or alower limit set by the State) in one vehicle with a1f)' excess equity ..uue coanted towwd 
the $1,000 AFDC resource limit. 

1ht Food Stamp Acr provideslor the ,mal exclusion o/vehlcles _ "'" used over 50 percent oflhe 
run.lor IncOltU!.produclng purposes; annually producing inccmt cans/sUN with their FMV.. necessary 
for long distance travel for -* (other than daily comntUle); use4 OJ the household's home; or 
needed to rransporr a physically disable4household ~r. For the following ....hieles. the """,UN 
ofthe FMV over $4.500 is coUNe4 as a resource: one per household (regardless 01use); and vehicles 
use4 for ""ri<. Iralning or e4ucaIian to prepare lor ""rk in tlCcordance with food Stamp empluymJ!N 
and training reqlllre,..nts. For all o<htr whlcles. the FMV owr $4.500 or the equity ..uue. 
whichever is more, is COWIJed as a resoUIce. 

Re/ialJIe transportation will IN essential to achieving self-slfljlclency for /III1JI)I reclplenls In a tim<­
/lmited program. Because a dependable vehicle is imporrant to individuals in fouling and keeping a 
job. particularly for those in areas withoUl adeqlUJli! public transpoI't4tion. both the AFDC and the 
Food Stomp programs need a co'!forming QUfomobi/e resource policy that supports acquiring reliable 
vehicles. This proposal woUld simplifY the aUtomobile mouree policy by COIIfcnnlng the program 
rules and reducing rht unnecessary complexity and co'!fitsi01l for program administrators in both 
programs. 

Regu1atQO' Specifications 

(a) 	 Exercise Sec.-Ial anthority and atnend the regulations to In<:rease the AFOe automobile 
limit to $3,500 equity value. Inde.ed fur inflation. 
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Rationale 

1IoIs proposal" a first st"P _tis bringing. lewl oj co,!/!>nnlIy "',..,..n the two programs llull 
\Wldd tlimllllJle somt of the admjn/suative compIaity Involved with valuing ""hJdes under varying 
criteria tIIId would mullin greater <!ftal:",n", tIIId td/idency In the admjnistraJlon ofboth 
programs. 

5, • 	 VEIUFICAnON 

.cprrent Reguirements 

Food Stamp law tIIId regul_os Include spedjlc requlremell/sfor verification tIIId documell/ation of 
injormotionneedtd jiJr tligibiliJy tIIId "'..fit deIe_ons. Food Slamp regularions mmuiate 
wrljlcaJWn ojutiliJy tIIId medical uptnm (M&. octua11s dalmtdJ, idtllliJy, residency (address), 
dlsablliJy tIIId household compositW.. In the AFDC prcgram, I,", Act tIIId regul_os do nol address 
how verification Is to occur bIJI Stare procedures hove generally w'lformed to the wrljlcation policy 
outlined In t,", Federal quo/II)' col1lrol manuo/. 

Under the Food Stamp Act (FSA) (sections 11(e)(3),(9)) and Social Securll)' Act (Act) (sections 
402(0)(25) tIIId 1137), Income must'" verified through t,", Income tIIId EllglbiliJy Verljlcation System 
(lEV!). 1he Stare musl request wage tIIId "'''''fit l,!/!>ntIilIlonjiJrfrom the State Woge l,!/!>ntIilIlon 
Collection Agency, the Social Securil)' Administration, tIIId t,", agency administering U""mp/oymtm 
Insurance Benejlts. Unearned income i1!fontlilllcm must '" requested from the IlI/ernaJ Revenue 
Service. Both programs are also required by law IV verifY alien status lhrough !he Immigration: and 
Noturaliz.at/cm service's Systemic Alien Veriflcationfor Entitlemt/l1 system. 

Both programs review the accuracy ofeliglbiliJy decisions tIIId "'nefit _, through quo/iJy control 
systems, with the Intended resuk tlull much Information Is verified at application tIIId aJ receniflcatlon 
to avoid errors. SrtJJes mity, in both programs, adopt other wriflcation nquiremenlJ. 

Federal computer matching and verification r&]uiremenrs Me often bUltU!nsomejor both clknts and 
eligibUiry staff. Even where States hove j/ex/hlliJy, the emphasis on _/11 accuracy tIIId the 
potelll1a1 for fiscal quo/iJy control penalties hove I!ften resulted in _cesslV)' doCUmt/l1aJ/cm, delays 
In "'..fits tIIId improper deoials tIIId le_ons. Yet, to assure the public that their tates ore being 
sptllliO serve only tho.. In need, W!rlj/COJlon will colUioue ro '" a erldeal componell/ of lhe new 
SYSIem for delivering osslssonee 10 families. Stales IItJlSt '" D/fOrd'ed the j/exlblliJy to simplify matching 
proceiluns. v;ftiJe assuring program lnIegriry wough minimum standards. 

(a) 	 Exercise current Secretarial waiver authority for rEVS and SAVE to give States greater 
fltxrbility relative to the selection of alternate sources for matching activities, the elimination 
of certain matches.. the targeting of client groups for matching and follow"up verification, and 
the modification of time frames for follow-up action on match "hits." Amend the Federal 
regulatioll$ on IEVS and cbanse the ACF review perspective on SAVE (given the absence of 
regulations in this area) to provide ,greater latitude on wbat can be waived and the appJicable 
State justification. 

(b) 	 Verification systcll1S and tiJne..frames for actwn win be included in the State Plan. 
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Rationale 

Stales will WIlIcome 'M /nmas<ll J1alb11ity prtWId<d I1y 'lils proposal and be abl. /0 srreamlw their 
wr{ficali<m activities. savln8 lime and po{H!rwork. At the same lime. 'M S/OI' pion t1{1Prova/ fJl'tJC'Ss 
"'II ,",IU'< adequate prorectlon oJdultl rights and program inlegrity wWwut restricting Slate 
flexibility. 

6. 	 0'llI.EK RESOUllCE EXCLUSIONS ; 

(a) 	 llllrial Plots; Propose regulations to amend the Social Security Act to IOOIlly exclude one 
burial plol per family member to conform to the Food Stamp policy. 

(b) 	 Funeral Allfl'OIll"ntI (Burial Plul: Propose regulations to IOOIlly disregard one funeral 
""eement per family member. 

7. 	 TREATMENT OF INCOME FROM COMPLEMENTARY PROGRAMS 

Current LAw 

Under AFDC regulations, Slates may disregard assistancejrom Olher agencits and organ4ations lhal 
are.for a dif!erelll purpose (compl'mI!ltIary) lhan AFDC and do /WI duplic(1Je needs already _ in 1M 
..<II standard . .(45 CFR 133.ZO(a)(3)(vii) 

WIth specified acep1ions. 1M Food Slamp program disregards cash dollOlions bas<ll on need 10 'M 
household nollo aceed SJIX) in allY one quarter from one or """" charitable organizadons. i1'SA 
5(d). (1<): 7 CFR 273.9(b). (c)(13). 

Re",,'atru;y Specifications 

(a) 	 The Secretary of HHS will consider adopting the current Food Stamp policy. 
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