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TO: lLogislative Liaison Officer -

AGRICULTURE - Marvin Shapiroc « (202)720-1516 ~ 312
EDUCATION - John Kristy - (202)401-2870 - 207

UL ~ Edwayd J. Murphy, Jr. -~ {202)708~1793 - 215
INTERIOR ~ Danny Consenstein - (202)208-6706 - 329
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STATE - Julla €. Norton « (202)647-4463 - 225
TREASURY -~ Richard S§. Carro - {202)622-1146 - 228
ORNDCE ~ Babette ﬁaﬁkey - {202)39%5-6739 - 257

SBA « Kris Swedin ~ {202)205-6702 - 315

ICH ~ Geoprge Ferguson — {(202)708-1480 » 399

FROM JANET R. FORSGREN (for) (. 5 Gor
Assiatant Director for Legislative Reference

OMB CONTACT: Chris MUSTAIN {335-3923}
Saarataryfs 1ine (for simple responses}: 395~7362

SUBJECT.r~+w¢HHS*Bra£t Bill Compréhensive’ Keifare Reforh I
~MMMJandw?am11ywSuppatt amendments of 1994
"'_"""_"“"""‘-“——-‘4

DEADLINE: 3'53 Pﬁ'igna 3?“199(“‘“*

COMMENTS: Attached are titles IV, Vv, and VII of the welfare
reform initiatlve. Additional components of the bill will ba
ciroulated in the near future.

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.

Ploase advige us if this item will affect direct spending or
raceipts for purposes of the the "Pay-As-You~Go® provisions of
Title XIII of the Omnibus Budget Reconciliation Act of 1980.
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LRM $#D~799%
RESPONSE TO LEGISLATIVE REFPERRAL MEMORANDUM

If your response to this reguest for views is simple (e.gq.,
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.

:
You may alsc 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. Please include the LRM number shown above, and -
the subject shown below. .

TO: Chris MUSTAIN
Office of Managenment and Budget
Fax Number: {202} 3185~8148
Analyst/Attorney’s Direct Rumber: {202) 385-3923
Branch-Wide Line (to reach secretary): (202) 395-7362

FROM: {Date)

{Name)

{Agency)

{Telephone)

SUBJECT: HHS braft Bill Comprehensive wWelfare Reform
and Family Support Amendments of 1994

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

Concur
Mo okjection
No comment

See proposed edits on pages

che::

FAY RETURN of pages, attached to this
response shesat
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TITLE IV-CHILD CARE
SEC., 401, CHILD CARE F&§ JOBE AND WORK PROGRAM PAR?ICIPANTS.
ta) Guarantee Whi%a in WORK or JOBS Program.=-- {1} Section
402{gY {1} {AY 1Y (X} ot tée Act is amended by striking out the
semicolon and in&&r&ingiin iieu thereof *{including emplcymeﬁt
undey part ¢, or other ﬁeqaired activities under such part):®.
{2} Bection 4§z{§;{}(k}{i} of the Act is amended-~-
{A} Dby striking out ”{incluﬁing participation in a
program that meets the reguirements of subsection (a) (19)
and part (F}1v, and
(B} by atrik%ng out "approves the activity" and
inserting in lieu thereof "approves the activity as part of
the individual's eéployability plan under part ¥ (regardless
of whether resources are available to provide other services
or pay for other aétivities 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 inseéting *or wages under the program undey
part G%. ~ t
{2} {A} Clause (iil) of section 402{(g) (1} {(A) of the Act
is amended by inserting before the periocd at the end thereof
for wages under pa}t G",
{(B) Clause (av}-of such section ls amendesd immediatel?

afﬁer "aid to families with dependent children® by inserting

"or wages under pa?t G,

{c} Health and safety standards; Continuity of Care,w- fl)
For Recipi&mﬁ&.«wSentioé 402{g) (1} (A} of the Act is amended by
adding at the end thereof the following new subparagraphsi

"(viii) Child care guaranteed under this section, whether
provided by a method pe;mitted undeyr subparvagraph (B} or by means
of an agreement under sébsection {4} éizh the lead agency
designated under the Chéld Care and Development Block Grant Act
¢f 1980 {(hereafter referred to as the 'CCDBG Act'), must meet all
health and safely &tandérds established by the lead agency {(for
purpcses of the CCDBG Act), and, in addition to aﬁy other A
requirements imposed puréuant to that aAct, the State agency must
assure (or any such agreement must provide} that (i) all children
whose child care is yaidifcr,'in whole or in part, under this
subsection will be raqui%ad to have received all immunizatimna,\

i
at the appropriate times) as currently recommended by the

Advisory Committee on Immunization Practices (an advisory
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committee established b% the Secretary, acting through the
director of the CQnters;for Disease Control and Prevention) as
specified on the pediat?ic vaccines list referred to in section
1828(e), and (ii) ahiid;care providers ‘used will take steps to
assure that toxic aubsténces, weapoens, and any other items at the
location where the chil& care is provided that c¢ould be harmful
to young children, will be secured and unobtainable by the
¢hildren, ‘

"(ix) The State agency must furnish a c¢ertificate (or other
documentation} by the director or other appropriate official of
the lead agency that child care provided unde? this subsection
will conform in all way% to the provisions for parental choice,
unlimited parental aaceés, handling of parental complaints, and
éansumar education, as %&11 as to allxtha other standards,
criteria, and r&quiremepts applicable to child care provided
undar the CCDBG Act. |

i $'4 The State agency may, at its option, provide or
- authorize the pxavigian’af child care (and 1if it exercises this
optiaﬁ, shall so advise the lead agency designated under the
CCDBG Act, if it has an agreement with such agency under
subsection (J}) to a child whose family has been referred
pursuant to paragraph (1) (A) for such periods of time as are

necessary to assursa acnﬁinuity of care or the benefits of the

child development progrin, even though, for such periocds, the

i

H

H

H
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individual whose participation in the program under part F or
pért 6 or whose employment is enabled by the child care may have
tenporary interruptions. in employment or training.®.

(2) For At-Risk Families.--Section 402(i) of the Act is
amended by redesignatin% paragraphs (5) and ;6} as paragraphs {8}
and (9), respectively, and by inserting after paragraph (4) the ’
faellowing new paraqraph;:

#¢{8y ¢hild care p;ovided under this subsection, whether
provided by a method pe%mitte& under paragraph (2) or by means of
an agresment under subsécticn {4) with the lead agency designated
under CCDBEG Act, must méet all health and safety standards
established by the 1aad§agency {(for pufpo&aa of the CCDBG Act),
and, in addition to ény;other requirements imposed pursuant te
that Act, fhe State ageﬁcy pust assure‘{er any such agreement
must provide) that (i) %11 children whose ¢hild caxe is paid for,
in wheole or in pare, un?er this subsection being will be reguired
to have received all im%anizations, at the appropriate times, as
currently reconmended 5; the Advisory Committee on Immunization
Practices (an advisory comnittee established by the Secretary,
acting through the director of the Centers for Disease céntrol
and Prevention) as specified on the pediatric vacecines 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 lgcation where the ¢hild care is
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provided that could be harmful to young children, will be secured
and unobtainakle by the children,

"(8) The State agency must furnish a cértificate {or other
documentation) by the director or other appropriate official of
the lead agency that chald care provided under this subsection
will conform in all way% to the provisions for parental choice,
unliimired parental aaae%s, handling of parental complaints, and
conéumer education, as ;elz as to all other standards, criteria,
and regquirements applicéble to child care provided under the
CCDBG Act. i

"{7) The State ag%ncy may, at its option, provide or
authorize the provision of child care {and if it exercises this
option, shall so advise the lead agency designated under the
CCDBG Act, if it has an agreement with such agency under
subsection (i)} t¢ a ah@ld whose family has been referred
pursuant to paragraph (%){A} for. such pericds of time as are
necessary to assure canéinuity of care or the benefits of the
child development prdgréw, even though, for such periods, the.
individual whose employment is enabled by the child care may have
temporary int&rruytinngfin employment.*.,
8EC. 402. RELATED &xﬁﬁﬁgﬁﬁTs.

{a) ¢hild Care for Participants in the J0OBS or WORK
Program, and Transitional Child Care.-- Section 402{(g) of the Act

is amended—-
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(1) by ;triking ocut, in paragraph (1) (A) (vii), "a

sliding scale formula™ and all that follows and
inserting in lieu thereof "the sliding fee scales
established b§ the lead agency designated under the
Chilad care an@ Development Block Grant Act of 1990 as
required by section 658E(c) (5) of that Act.";

(2) by amending paragraph‘(l)jc)(i) by striking
out clause (II) and inserting in lieu thereof "an
amount not less than the amount in the effect under
this clause fér January 1994."; by

(3} by ﬁmending paragraph (3) (B) by adding "and"
after clause (i), striking out "applicable standards"
and all that follows in clause (ii} and inserting in
lieu thereof "all requiremeﬁfs, standards, and criteria
applicable tolchild care funded under the CCDBG Act.",
and by repealihq clause (iii): and

(4) by rgpealing paragraphs (4) and (5).

(b) At-Risk Child Care.-- Section 402{(i) of the Act is
amended--

(1) in paragraph (3) (A), by striking out na
sliding scale %ormula“ and all that follows and

[
inserting in l%eu thereof "the sliding fee scales

referred to in subsection (g) (1) (&) (vii).";
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2

{2} in pavragraph (7)(B) (as redesignated by

section 401(c){(2}), by striking out "applicable
standards of State and 1oc$1 law:" and inserting in
lieu thereof “all regquirements, standards, and other
criteria epplicable to child care funded under the

CCDBG Act: and;" x

{3} by ;&paaling subparagraphs (€} and (D) of
such paragrap@ {7}: and

{4} by émandinq paragraph (8) (as redesignated)
to read as follows:

K(8Y(A}) In a?der to facilitate more accourate analysis
of the supply and éualiﬁy of child care resources, the
demand for such reénurmé& that annot currently be
satisfied, and the effectiveness and relationship of Federal
programs providinglsuppert for child care and child
development activities, the Secretary shall specify by
regulation a core éet of consistently defined data elenents
for child care and c¢hild development programs which must be
used by each State with respect to all reports relating to
¢child care or child development activities suppoerted in
whole or in part under this Act or under the CCDBG Act.

H{By The staﬁa agency shall cooperate with the lsad
sgency designated éndex the CCDBG Act in preparing the

report required under section 658K (a) of that Act s0 that

i
i
1
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report includes, a%d, whére relevant, identifies the numbers
of children served‘and amounts of funding provided under
subsection (g) andl under this subsection. If the lead
agency fails to prepare and submit to the Secretary the
report for any year, the State agency administering the plan
approved under thié part shall promptly prepare a report
detailing, at a mi#imum, the numbers and ages of children
served, income levels 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 thé quality of child care, including steps
to improve licensiﬁg and monitoring, training, and resources
for referrals, and!such other information as the Secretary
may request to detgrmine that the guarantee of child care
was appropriately met and the Federal funds were properly
expended. ™, é

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

‘FOR RECIPIEN&IOR TRANSITIONAL CHILD CARE

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

followsy 1

"(A) is hot eligible for child care under

subsection (g);“.
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i
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 thereocf the following new subsection:

"(4){1) In order to provide the child care which must be

guaranteed pursuant to gubsectien (¢) or which may be furnished

pursuant to subsection fi}, the State agency may enter into an

aygrespent with the 1ead;agency designated under sectlion 6%80D of.

i
the CCPBG Act under which~~

“{A} the State agency will refer to the lead agency
each family with réspecﬁ to whonm child care must be x
gusranteed parsﬁan§ to subsection {g) or is to be furnished
pursuant to Sabsecéion {i) {and identify which subsection is
applicable to the family and for what period of time):

"(Bj subjact;to paragraph (2}, the State agency will
pay (either in advance or as reimbursement) the lead agency
for the cost of providing c¢hild care for any child with
respect to whom care must be guaranteed under subsection (g)
or is to be furnish;d under subsection {i), and the lead
agency agrees that gare for all such children will only be
paid for from such ieimbursement; and

#{¢y that {1} all child care provided by the lead

agency under the agreement, whether directly or by

contractual or otﬁa% arrangements, will be subject to the
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same reguirements, standards, and other criteria as are
applicable to child care funded under the CCDBG Act, (ii)
‘parents and children to whom such care is provided will be
offered all the same protections and procedural safeguards
as are applicable &0 child care furnished undexr the CCDBG

Act, and (iii} no aistinction between or identification of

child?en will ke m%de that raflamt&ltha gource of funding

for the child care:proviéa&, |

"{2) Limits of Reimbursement.--The State agency shall not
pay the lead agency farzcare provided to a child any amount (A)
lesg than the minimum p;rzitted uvnder subsection (g) (11(C) {1} {11}
and specified by the's:;te for fiscal year 1%%4 in its plan
approved under this par% noy (B) in excess of the amount
described in éabsectionxﬁgjil){C) or fi)(B){B}, whichever may be
applicable to the child’ involved, and, with respect to children
to whom subsection {i)(%){ﬁ} applies, the State agency shall be
obligated to pay the lead agency for child care furnished in a
fiscal year only to thé]extent of appropriations available for
such purpose for such fascal year.

"(a) single Stateihgency.-— Nothing in this subsection
shall be construed as precluding the designation of the agency
established or designated under section 402{a} {3} as the leadq
agency for purposes of the CCDBG Act. HNo agreement shall be

necessary in the case where the same agency is designated under
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both the CUCDRG Aot and this Act, but the agency shall, as lead
agency, cemply with alzithe provisions of this subsection.".
SEC. 405. FUHDIRG FOR Q%ALITY IMPROVEMENT AND LICENSING
ACTIVITIES BEﬁEFITTING CHILDREN REFERRED BY AFDC
AGERCY . :

(a). Licensing andlyonitarinq Costs,~~-Section 402{g} {3} of
the Act is amended by aédinq at the end thereof the following new‘
subparagraph: %

*{C} In ﬁatarmini%g the amount expended by a State for
child care reguired to éa guaranteed under th;a subsection, the
Secretary shall allow tﬂe 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 ¢hild care providers in the Btate. The formula
adopted by the $a¢ratarg shall rgfiact g¢ither the number of
children for whom child care is reimbursed under section 403(a),
the number of child care providers in the State furnishing such
child care, or both, andlany other factors which the Secratary
determines it would be aguitable to consider.¥, ‘

(b} Supply and Qﬁaﬁity Improvement Activities.-«Section
402¢{1) of the Act is amended by redesignating paragraph (9) (as
previously reﬁesignatad}:as paragraph {10) and inserting after

1

and below paragraph je) %he fellowing:

+
[P
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"(9) Of the amoun; available to a State for any fiscal year
under section 403(n}, 16 percent of such amount may be paid by
the Secretary with resp?ct to expenditures for those activities
to improve the quality %fbchild care in the State described in
section 458G of the Child Care and Development Block Grant Act
(referred to in this sugsection 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 vériety of settings. Either the State
agency administering the plan approved under this part or the
lead agency designated under the CCDBG Act may conduct such
activities (in which case the State agency shall pay to the lead
agencf the amount provided by the Secretary for this purpose
pursuant to the precediﬁg sentence.“.r
SEC. 406. FUNDING OF CHILD CARE FOR FAMILIES AT RISK OF WELFARE

DEPENDENCY. !

- (a) Federal Fundiﬁg.-- Section 403(n) (2)(B) 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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fb) Reallotment of AL-Risk Child Care Punds.-- Section
403 (M) (33 (<) of the hst?(permittinq & one-year carryover by a
State of unclained Faﬁaé&l funds for at-risk child care) is
amended to read as fall&ws:

2{0y  If the amount specified in subparagraph (B) fox any
fiscal year exceeds {or if the Secretary estimates that it will
exceed}) the total amount paid (or estimated to p& payable) under’
paragraph (1} for such fiscal year, then the Secretary shall
provide additional payments to States whose expenditures purs&ant
to section 402(1i) for such year exceed their limitation on
Federal payment undey paragraph (2). The Secretary shall by .
regulation provide for the eguitable reallotment of any amounts
a?ailahle in the case where all States' claims for a fiscal year
under this subparagraph exceed the amount avallable for
reallotment.”. ;

SEC. 407. SUPPLENENYD ?Q:ZNCOHE'BISREGARD.

Section 402(g) {11 (B) of the Act is amended by adding at the
end therecf the fallowigg new sentence: YIf the State agency
guarantees child care by applying the income disregard provision
in subsection (a)(8)(A) (iil) in determining the amount of aid to
be paid for a month, thé State agency shall alse, unless it
offers the caretaker reiative the option of receiving care under
another arrangement yur%nant to this subparagraph, ‘reimburse the

caretaker relative for éxpan&itares for child care for such month
:
%

i
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in an amount egual 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 {C)] over the
paximum apount that may be disregarded under such subsection.®,
SEC, 408, ROTICE OF CHILD CARE OPLION. } \

‘Saaﬁioh 402 (gy (1)} {A) (i} of the Act is amended by striking
out the period at the end and insarﬁiﬁg in lieu therecf a
gsemicolon and adding after and below clause (II} the following:
*and if the State agency applies the income disregard provision
in subsection (a){8)(a).(1il) without ieimbursement under ‘
aubyagaggaph {B} for any additi&ﬁal cost, it shall advise each
such family that they also have the option to have the State
agency provide chila ca?& under another arrangement pursuant o
Qubparagraph {(B}.". |

TITLE V - PREVENTION OF DEPENDENCY

SEC. 501, BUPERVISED LIVING ARRANGEMENTS FOR MINORS,

{1) Section 402{a}{43) of the Act is amended by striking
out *at the option of the State,¥. ‘

{2} Such section is further amended in subparagraph (A) (i)
by striking out ¥, or réside in a foster home® and all that
1f011aw& down to the sémicalan.x '

(3) Such section is fugtper anended--
‘ {A) by amending so much of subparagraph (B} as

precedes clause (i) to read "(B) in the case where =%,

L]
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t
(B) by striking out the semicolon at the end of each

t

numbered clause in' such subparagraph and inserting in lieu
I

thereof a comma, ap
(C) by addiny after and below clause (v) of such
subparagraph the f%llowing:

“subparaéraph (A) shall not be applicable, but thé
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 indiﬁidual's current
living arrangement is appropriate} and thereafter
shall require that the individual (and child, if
any) res;de in such 1i§ing arrangement as a
conditio% of the continued receipt of aid under
the planior, if the State agency is unable, after
making diligent efforts, to locate any such
approprigte living arrangement, it shall provide
for comp%ehensive case management, monitoring, and
other soéial services consistent with the best
interesté of the individual (and child) while
living independently:".

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

.

FAMILY MEMBERS.
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{a} BState Qphion,}-SeCtiaﬁ 40z(a) of the Act is amended -~
{A} by strixing out *and" after paragraph (44);

{B} by strikkng out the period after paragraph (45)
and inserting in lieu thereof ";and"; and

(cy by addiné at the end thereof the following new
paragrapht |
"(46) at the option cf-tha sState, provide that -

®IAY &ﬁbjeat;to subparagraphs (B} {C), and (D), the
amount of aid to families with dependent children paid to a
family under the p}an will not be increased by reason of the
birth ¢f a child té an individual included in such family
for purposes of making the determination under paragraph (7}
anéd applying parag;aph {8} (but any such child will be
considered to be a%reéipieaﬁgaf %i& for all other purposes,
including title X:%} if -~

(i} in'the case where the individual is the

relative receiving aid, the child was conceived in a

month for whiech the individual received aid under the

plan, or |

U(ii} in the case where ¢the individual is a

dependent ¢hild, the individual is the parent-of

another ahild?w&a iz a member of the same family and

whose needs aéa ing¢luded for purposes of making such

determination;
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"B} services will be provided under paragraph (15) to
all appropriate family nembers;

"{{) there will be disregarded, in making the
deternination under paragraph (7) and before applying the.
provisions of paragraph (8), an amount of income equal to
any increase in ai; that would have been paid but for
subparagraph (A) t&at iz derived from child support
collected with res&aﬁt to the child referred to in paragraph
{&}; garned inaameiaf a member of the farily referred to in
such sahparagraph,éar from any other source specified in the
plan that the Secretary may approve as consistent with the
objectives of this paragraphs and

(D) the provisions of subparagraph {A) will not be
applied in case of rape or in any other cases that the State
agency finds would violate standards of fairness and good
consclence.v, ‘

{b) Matehing for éelated A&ministrati?e Costs,.-- Section
403(&)(3) of the act is amended by striking out the semicolon and
inserting in lisu thereéf “or counseling or referral services
furnished pursuant to séction 402(a)y {15} ;v.
8EC., 503. CASE MANAGEME};?T FOR PARENTS UNDER AGE 20.

Section 482(b) of the Act is amended by adding at the end

thereof the following new paragraph:

"(3) The State agency shall~~
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"(Ag 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 traiging necessary (taking into consideration
the rec&%mandatian% of appropriate professional
erganizaéian&) to enable them to carry out
successfully thelr responsibilities and will be
assigned a caseload the size of which pernmits
auca&&sfél case nanagement: and
%(C} provide that the case manager will be

responsible for--

¥{i) assisting such parent in obtaining
appropriate services, including parenting
education, family planning services, education and
vocational training, and child care and
transportﬁtion services,

“(iﬂ} making the determinations regquired to
implement the provision of paragraph (43},

H{iii) wmwonitering such parent's compliance
with all program reguirements, and, where
appropriate, providing incentives and applying

sanctions, and
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"(iv) providing general guidance,
sncouragement and support to such parent to
achieve self-sufficlency.™.
SEC. B04. BTATE OPTION ?0 PROVIDE ADDITIONAL INCENTIVES AND
PEN&?TIES To gﬁ0$82&$2 TEEN PARENTS TO (COMPLETE HIGH
SCHOOIL AND PA&TICX?&?E IN PARENTING ACTIVITIES. ‘
(a) State plan.--Section 402(a)(13)(E) of the Act (as
amended by section 101 ;f this Act) is amended by adding "ang®
after clause (ii) and aédinq after and below clause (ii) the
following new clause: |
“¢iii) at the option of the State, custedial parents
whe are under age %8 {and pregnant wonen under age 20) who
are receiving aid %n&er this part will be reguired to
participatetin a p;mgram of wonetary incentives and
penalties, consistent with subsection (J);”.
(b} Elemepts of p;ogram.~~$action 402 of the Act iz amended
by adding at the end thereof the following new subsection:
U431y If a s:até chooses to conduct a program of monetary
incentives and penaltie% to ancourage custodial p#r&nta {and
pregnant wonen} who are under age 20 to complete their high
schoel (or eguivalent) éduaatian, and participate in parenting

activities, the State shall amend its State plan--
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"{A} to specify the one or more political aubdivisicns
in which the State will conduct the program (ovr other
clearly defined g&9graphic area or arecas), and

"{B} to descéib&d its program in detail.

"(2) A program under this subsection--

"({A} shall réq&ire participation by all custodial
parents {including pregnant wémen) who are under age 20 and
have not received a high school diploma (or eguivalent)
other than a parent who meets a criterion (other than
incapacity or disaéility) that qualifies the parent for
participation in prfwaaﬁs activities, as described in
subsection (a) (19) (I}

“{B} may, at the &gtian of the State, intlude all such
parents who are under ags 21; '

B{C}y may, at ;he option of the State, regquire, in
addition to full—tiée 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):

(P} shall reéuira that the case éanager assligned tc.
the custodial parené pursuant to subsection {a) (44){¢) will

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

in the initial development or revision of the parent's
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enployability plan, there will be included a description of
the services that %ill be provided to the parent and the way
in which the case manager and service providers will
cocrdinate with th; educational or skills training
activities in whiaé the custedial pavrent is participating:

"{E} shall provide aénetary incentives for more than
minimally acceptable performance of reguired educational
activities; and xx

"(F) shall provide penalties (which may be those
required by subsection {a) {18) {G) or, with the approval of
the Secreatary, othér monstary penalties that the State finds
will better achieve the objectives of the program.

®{3)} When a monetary incengive is payable because of
the more than miniﬁally acceptable performance of regquired
educational activities by a custodial parent, the incentive
shall be paid directly to such parent, regardless of whether
the State agency m%kes’payment of aid under the State plan
directly to such pa;ent.

"{4j) The State agency shall from time to time provide
such information as the Secretary may request, and otherwise
cooperate with the gecretary, in order to permit evaluation
of the effactivenes; on a broad basis ¢f the State's progran

aonducted under this subsection.™.
1
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EEC. 50%5. ADOLESCENT PéEGN&NCY PREVENTION GRANTS.

{a) Adolescent Pregnancy Prevention Progran.—-

Title XX {42 {3.3.6: 1397-1387£) is amended by adding at the
end the following: é
BEEC. 2008. ADDLESCENT ;PREGRARCY PREVENTION GRANTS,

LEE:}! ?ﬁ:pusa.--?hé purpose of this section is to enaourage:
and provide financial assistance for the development of intensive
and sustained scheol-linked and school-based pregnancy prevention
programs for adolescents in areas of high poverty or high
unmarried adolescent birth rates that build upon other Federal,
State, and local pregnancy prevention and youth development
programs. ;

"{h) General huﬁhgrity.-— Notwithstanding section
2005{a} {6}, the Becretary of Health aﬁd Human Services, the
Secxetary of ﬁﬁﬁaatinn,%and the Chief Executive Officer of the
Corporation for Hatiana} and Community Service (hereinafter
referred to as the 'responsible Federal officials'), in
congultation with other relevant Federal agencies, shall jointly
make grants to eligible entities, to carry out prégramg in
accordance with this section.

"{c) Federal Administration,--

"(1) Notwithstanding the Department of Education

Oorganization Act (20 U.8.C. 3401 et seg.} and the General

Education Prav&aiaéa Act {20 U.S.C. 1221 et seq.), the
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responsible Federal officials shall jointly provide for the
administration of this section, and shall jointly issue
whatever regulatioﬁs, procédures, and guidelines, the
responsible Federal officials consider necessary and
appropriate to administer and enforce the provisions of thié
section. ’ % |

"(2) The responsible Federal officials may enter into |
agreements with any other Federal entity ?ith expertise in
youth devalopnment activities to administer the program under

this section and may provide such entity with appropriate

reimbursement. ‘

Y{d} Funding,== ;
"{1) In Ganar?l.—*To achieve the purposes of this
section, the responéible Faderal‘officials shall make grants

to eligible‘entitia% under subsection (b) and conduct
activities under subsections (m) and (n) so that in the
agg%egate the expenditures for such grants and activities do
not éxgaad $20,000,000 for fiscal year 1935, 840,000,000 for
fiscal year 1996, $60,000,000 for fiscal year 1997,
$80,000,000 for fiscal year 1898, and $100,000,000 for
fiscal year 1999 and each subsegquent fiscal year.

"(2} Payments; to Grantees.~~ Upon approval by the
responsible Federal, officials, each grant applicant shall be

entitled to payment;of at least §50,000 and not more than

T ]
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$400,000 for each fiscal year based on an assessment by the
respongible Federal officials of the scope and quality of
the proposed progr%m and the nuamber of adolescents to be
served by the proq%&m. rayments to a grantee for any fiscal
yeay shall be avaiiable for axpgnditare by such grantee in
such flscal yvear or the sucdceeding fiscal year.

¥(3} Reservation for Evaluation, Training, Technical
Assistance, and National Clearinghouge.~-The responsible
Federal officials ghall reserve, with respect to gach fiscal
year, up to 10 peréent of the aggregate amount described in
paragraph {1} for éxpenditar& by the responsible Federal
officials for evaluation, training, and technical assistance
related te the programs under this section, and for the
establishment and éparatian of a National Clearinghouse on
Adolescent Pregnanﬁy Prevention Programs under subssction
(n). i

"{4) Excess ﬁmuunﬁ.wmlf in any fiscal year the
aggregate amount séecified in paragraph (1) for such fiscal
year exceeds the amount required to carry ocut approved grant
applications.and other functions under paragraph (3), then
the amount specified in section 2003{(c} {8} shall be

increased by the excess.

i
.

1
<

i
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"(e) pDefinitions.--As used in this section:
"(1) Adolescents.--The term 'adolescents' means youth
who are ages 10 th;ough 19,
"2y Eligibzi entity.=-The term ‘'eligible entity!
means a partnership that includese~
“{A} & local education agency, acting on behalf
of one or more schools: together with
"{B] one or more community-based organizations,
institutions éf higher education, or public or private
agencies or 0%ganizations.
"(3) Eligiblé area.--The ternm 'eligible area' means a
school attendance area in whiche=
"{A} at least 75 percent of the children are from
low~income families as that ferm is used in part A of
titie T of th@ Elenentary and Secondary Bducation aAct
of 1965; f
"{B}) the numbexr of children receiving Aid teo
Families with Dependent Children under part A of title
IV is &nb&t&ntﬁal as‘determined by the responsible
Federal officials; or
“(¢) the unmarried adolescent birth rate is high,
as determined py the responsible Federal offiaials;
"{4) échaol.wlTha term 'school' means a public

elementary, middle, or secondary school.

H
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“(5) Responsible Federal officials.-- The term
tresponsible Federél officials' means the Secretary of
Education, the Secretary ¢f Health and Human Services, and
the Chief Executive Cfficer of the Corporation for National
and Community Service.
(£} Uses of Funﬁé,wvarants under this section ww

w1y  ghall bé used to -—-

"(A) de?alop, operate, expand, angd improve s
sequential, age~appropriate program of instruction and
counseling services for adolescents designed to promote
personal respeonsibility and a healthy lifestyle, and to
prevent adglescent pregnancy, through such activities
as counseling and instruction in the full range of
consequences of premature sexual behavior and
adolescent pragnancy, training in decision-making, and
actlvities to jpromote involvement of parents and
families 1n adniaﬁaant development and personal
responsibiliﬁé: and

LR §:3! gr%vi&a opporcunities for sustained contact
with one or m%r& adults, ?hroagh such activities as
mentoring, gréup coaching, or after-achool activities;

and :
"(2) may be used to conduct other related activities

that promote the pdrpegés of this section,
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*(g) Application.~- Each applicant for a grant under
subsection (b) must subﬁit an application that -
*{l) inalude; a plan, bazed on local needs, for
acconplishing the %urpcses of this section that —

" {A} ae%s forth specific, measurable goals
intended to be accomplished under the program, and
describes the methods to be used in measuring progress
toward accomplishment ©f such goals:

"(B) describes the components of the program,
inaludinq’~* i

“(ii the role in the program of any national
service éarticipants supported by the National and

Communitﬂl' Service Act of 1990 (42 U.$.C. 12501 et

seg. ) ar;by any other national service law as

daefined in such ﬁc?; and
#{ii} the activitiés, in accordance with
subsection {£}, that will be made available under
the pxoqi&m,
and the m&nneé in which such components will be
implemented, including the extent to which activities
will take plh&ﬁ after school, on weekends, or during

the summer; :
4

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

professional staff will administer the program, and,
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where apprapr%ate or feasible, the manner in which

national servic& participants will be involved in the

development o# delivery of services and in the
coordination éf during or after~school activities;

w2y damanstéat&a the manner in which the program will
be based on research concerning effective means of reducing :
adolescent pregnancy, including reducing risk-taking
behaviors correlated with adolescent pregnancy;

H{3} demonstrates that the program will serve male and
female adolescents and, whers faa&ibza, sut~osf-grchool
adolescents, and déscribaa the steps the applicant will take
to serve such aﬁolés&an2$;

w4 ﬁamanstgatas the manner in which the applicant
will provide, to tﬁe extent feasible, a continmuity of
services for adoleécenﬁ& until age 19

w(s) dammnstfatas the extent to which school
personnel, parenta[ commmity organizations, and the
adolescents to be served have participated in the
development of the ?ppliaation and will participate in the
planning and implementation of the program;

{g) ﬁasaribés the applicant's paftnership, including
the relationship of the partners, the ¥ole of each partner

EH

in the developnent ?n& implementation of the pregram, and
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the manﬁar in which the partners will coordinate their
resSOuUrCes

#{7}y describes the nature and scope of commitment to
the program by other community institutiens, such as
religious organizations, community groups, institutions of
higher education, business, and laboy;

"8} describes the methods to be used in coardinating’
the provision of services under the program with the
provisioen of services or benefits undexr other Federal or
federally assisted programs, State and local programs, and
private programs serving the same population;

*(9) demonstrates that the area to be served is an
eligible area; E

wI10) Qantaiés assurancss éhat at least one activity
will be located in.a schocl in the area to be served and
describes the actiéities that will be school-based;

#{11) aontaiés assurances that the amounts provided
under this macticn‘will not be used to supplant Federal,
State, or local fugds for services and activities that
promote the purpasés of this section:

He12) aantaiﬁs 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;

i

i
j
!
t
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"(13) aeacriﬁes the applicant's plan for cantinuaéi&n
of‘tha program faliawing completion of the grant period and
termination of Federal suppeort under this section;

{14} contains assurances that the applicant will
furnish such r&parﬁs, containing such information, and
participate in &aag evaluations, as the responsible Federal -
officials nay ragu%r&: and

"{15} inﬁluﬁéﬁ such sther information and assurances
as the re&pan&ibl&EFad&ral officials may reasonably require.
#ehy  Pricrities.--In making awards under this section, the

responsible Federal officials shall give priority to applicants
that -- ’
®{1} provide for non-Federal resources significantly
in excess of those ;eqnixad in subsection {g}(12) or for an
increasing ratic ofjnmnerderal regources over the te;m of
the grant; and .
*(2) participate in other Federal and non~Federal
programs that relate to the purposes ©f this section.
®{i) Treatment as §mn~Fadar&l Share.~=~ For purposes of the
National and Community Service Act of 1890 (42 U.$.C. 12501 et
seq. ), the funds provided t¢ a grantee under this section shall
not be considered Faderai funds.

"(3) Prohibition aﬁ Use of Funds.~~No assistance made

available under this section shall be used to provide religiocus
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instruction, to conduct worship services, or to proselytize in
any manner.

"(k) Geographic Diversity.--The responsible Federal
officials shall, to theiextent feasible, ensure that applications
are approved from both urban and rural areas and reflect
nationwide geographic dfversity.

"(l) Duration of Grant.--An application approved undeq'thié
section shall be for a ﬁerm of 5 years; except that approval may
be terminated before thé end of such period if the responsible
Federal officials determine that the grantee conducting fhe
program has failed substantially to carry out the program as
described in the approved application.

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

"(1) Evaluation.=--The respoﬁsible Federal officials
shall evaluate the %ffectiveness of programs conducted under
this section, direcply or by grant or contract, and may
reéuire each qranteé conducting such a program to provide
such information asithe respensible Federal officials
determine is necessgry.for such evaluations.

“(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 Clearingﬁauée.--Tbe
. responsible Federal officials shall coordinate the
activities canduct;d under this subsection with the
activities conducted by the National Clearinghouse on
Adolescent Pregnancy Preverntion Prograns under subsection
iny.
"{n)} Naticonal Clearinghouse on Adolescent Pregnancy.

LR Establiéhmént.—-whe responsible Federal officials
shall establish, tﬁrouqh grant or contract, a national
center for the collection and provision of programmatic
information and technical assistance that relates to
adolescent pregnanéy prevention programs, 1o be known as the
'Hational Clearinghouse on Adolescent Pregnancy Preventjon
Prograns', ;

"z} Punaticﬁs.-—The national center established under
paragraph (1) shalf serve as a national information and data
clearinghouse, and as a training, technical assistance, and
naterial development source for adolescent pregnancy
prevention programs. Such center shall ==

iA) davglap and maintain a systen for
diaﬁaminaﬁing ;nfarmatian on all types of adolescent

pregnancy prevention programs and on the state of

adolescent pregnancy prevention progran development,

H
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including ini?rmation concerning the most effective
nodel pragxam;:

LN g3 de%ezap and sponsor a variety of training
institutes ané surricula for adoclescent pregnancy
prevention pragram staff;

L ()] identxfy model progranmns rmprasenting the
various typea;of adolescent pregnancy prevention
programs; :

%{n) develop technical assistance materials and
activities to assist other entities in establishing and
inproving adolescent pregnancy prevention programs;

“{E} develop networks of adolescent pregnancy
prevention progarams for the purpose of sharing and
disgeminating information; and

"{F) conduct such other activities as the
responsible Féderal offieiais find will assist in
developing and carrying out programs or activities to
reduce adolescent pregnancy.".

SEL., BO4. ﬁﬁﬁQﬁSTRATZQREPRGJECTS TO PROVIDE COMPREHENSIVE
SERVICES T0O PQEVEKT ADQLESCENT PREGNANCY TN HIGH-RISK
COMMURITIES. %

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 TQéPRE?EﬂT ADCLESCENT PREGNANCY IN HIGH-RISK
COMMUNITIES: ’
¥la) (1) Parpase.;;zn order to stimulate the development of
innovative appreoaches for the effective delivery of cvomprehensive
garvices, with particular emphasis on pregnancy prevention, to |
certain youth and their families in high-risk communities and the
promotion of conmmunity énvolvement in improving the environment
in which such youth 11?&, the Secretary of Health and Human
Services shall conduct ; program of demonstration projects in
accerdance with this section.
¥{2) Approval of Projects.--The Becretary of Hesalth and
Human Services, in ¢on3Q1tation with the Secretary of Education,
the Becretary of Housin% and Urban Deéelegment, the Attorney
Geperal, and the Secretary of Labor, shall approve at least 5 and
not meore than 7 projects, in acceordance with subsection {¢).
Upon approval by the Secretary, each project applicant shall be
entitled te payment of up to §$3,600,000 for each of fiscal years
1995 through 2000 for thg parécse of conducting approved
demonstration proijects. :
(b} Funding.~-
*{l) 1In Ganar;1.~-There shall be made available to the
Secreatary $20,000,000 for each of fiscal years 193%5 through

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

by the grantee in such fiscal year or the succeeding fiscal

year.
"{2) Evaluation, Training, and Technical Assistance.--

The Secretary shal} reserve, with respect to each fiscal

year, ten parcent'?f the -amount described in paragraph (1}

for expenditure by, the Secretary for training and technical

asgistance rglatedgte the demonstration projects under this
section and for evéluatian of such projects. The amount so
reserved shall remain available for obligation through

fiscal year 1999%.

{3} Excess &maun%s,wwzf in any fiscal.year the amount
specified in paragraph (1) for such fiscal yesar exceeds the
amount regquired to aarr? out approvad‘projects and evaluation,
training, ang t&chnical}assistance under this section, then the
amount specified in section 2003{c}{5) =hall be increased by the
2RCESS . |

"{c) Application: Eligibillty Criteria.-~A local public or
private nonprofit argan%zatian, including an unit of government,
or any combination of sgah antities, shall be eligikle to submit
a project égpliaatians>22n order that an application be approved
under subsection {(a}, tge application mugt -

{1} demonstrate that the geographic area to be served

by the project satisfies the fellowing criteria:
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"(A) it includes a population of 20,000 to 35,000
rasidents, .

"By if has an identifiable boundary and is
recognizable %s a community by its residents, and

"{C) wiﬁhin the community, there is a poverty
Yate e

#{il in the area as a whole, of not less
than 20 percent,

#7il} in at least 50 percent of such area,
of not l§$$ éhaa 25 percent, ang

”{i;i} in at least 50 percent of such area,
of not less than 385 percent:

"(2) include a plan for accomplishing the purposes of
this section that ~w ‘

WA} describes the comprehensive, integrated
services, in accordance with subsection {e), that will
be made available under the project:

w(B) (1) zaets forth the goals intended to be
accomplished under the project, and

"eiid) déscribas the methods to be used in
measuring progress toward accomplishment of such goals
and the eutccﬁas to be measured, including unmarried

adolescent birth rates, rates of youth alcohol and drug

use, rates ﬁflycﬁth violence, high school graduation
L
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rates, and suéh other outcomes as the Secretary finds
appropriate;

"(c) deécribes the process by which the affected
community (including parenis, the youth to be serﬁed,
schools, local government, religious organizations,
coﬁmunity groups, business, and labor) is a full
partner in thefprocess of developing and implementing
the project ang the extent to which parents, the youth
to be served, gnd local institutions and organizations
have contributed to the planning process;

"(D) identifies the private and public
partnerships to be used;

| " (E) deséribes the metpods 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 prograns, 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) demonstr;te 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 caryy

*{5}) describé the methods to be used for maintaining

out the project;

accurate records regarding the aativiﬁi&& carried out with
funds under this section;

"5} contain assurances that the amounts provided
under this sectionzwill not be used Lo supplant Federal,
State, and local f%nds for services and activities that
promote the.purposés of this section:

{7} contain assurances that the applicant will
provide a ncn—?edetal\sharﬁ, in cash-or in kind, of 10
percent of the cos§ af carrying out the approved project and
describe the capacity of the applicant to provide the non-
Federal share; % '

¥(8} contain assurances that the applicant will
furnish such reports, containing such infermatien, and
participate in such evaluations, as the Secretary may
require; and ;

®f{9)y include %uch other information as the Secretary
may reguire. ;

*{d) Priority.-— In making awards under this section, the
Secretary shall give priQrity to applicants that provide for nons

Federal resources significantly in excess of those reguired in

subsection (c) (7). !
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"{el Use gf Grants.~-lUnder each demonstration proiject
conducted under this &&?tian, the grantee shall provide, directly
‘or indirectly, a wide range of services in each of the following
areas ~- ?

"(1} health garviaaa designed to promote physical and
mental well-~being ?nd personal responsibility {with
particular emphaaig on pregnancy prevention}, such as school
health services, héalth education, family planning services,
substance abuse prevention services and referral for
treatment, life skille training, and decision-making skills
training;

®{2} edurational and employability development
services designed to promote educational advancement leading
to a high school diploma or its équivalent and opportunities
for high skill, high wage icb attainment and productive
employment, to astgblish a lifelong commitment to learning
and achievement, a?d to increase self-confidence, such as
academic tutaring,tliteracy training, drop-out prevention
prograns, career aﬁd college counseling, mentoring programs,
job skills training, apprenticeships, and part-time paid
work cpparﬁunitias}

®{3} wmogial ;appart services designed to provide youth

with & stable anvi%anwant, opportunities for a sustained

ralationship with @ne ar more adults, and opportunities for
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participation in s%fe and productive activities, such as
cultural, recreational and sports activities, leadership
development, peer %aunseling and orisis intervention,
mentoring programsi parenting skills €raining, and family
counseling: and é ‘

5£4) communi;y activities designed o improve
compunity $tabilit%, and to encourage youth to participate
in community serviFe and &st&hlish & stake in the community,
such as community Policing, community sarviae programs,
community activiti%s in partnership with less distressed
ﬁ&iqhbmrhumds, 1acgl media canpaigns, and establishment of
community advisarygcouncils with youth representation.

vi{f)y EBvaluation, ?rainiﬁg, and Technical Assistance.--

"{1) Evalaat;on,--fha§Secréﬁary shall evaluate the
effectiveness of e;ch demonstration project conducted under
this section and méy reguire each grantes conducting such a
project to provide|such information as thé Secretary
determines is nacé;sary for such evaluations.

{2} Trainin% and Technical Assistance.~~The Secretary
shall provide trai#ing and technical assistance with respect
to the d&valapmanti implementation, oxr operation of projects
under this aaatian%

' f
#{3} eaarﬁix?tian with National Clearinghouse.--The

Secretary shall coordinate the activities conducted under
H * ’
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this subsection with activities conducted by the National
Clearinghouse on AQolescent Pregnancy Prevention Progranms

under section 2008(m). .

"tg} Funding Period.--Bach demonstration project auppa;teﬁ
under this section shall be conducted for a S-year period: except
that the Secyetary may terminate a prajeﬁt mefore the end of such
period if the Samretaryfdeterminea that the grantee conducting
the project has failed to carry out the project as described in
the approved appliaatioé. ' |

*{h) Definitions and Special Rules.-~As used in this
section: |

Y(1) Youth.--The term "youth' means an individual who
is not less than 1é years of age and not more than 21 vears

of age. [

i
(2} Use of Census Data.--Population and poverty rate

shall be &ater@ineé by the most recent decennial census data

H
H

avallable.®. .

H

|

TITLE VI - CHILD SUPPORT ENFORCEMENT

"o * *
TILPLE VIT - ;MPROVING GOVERNMENT ASEISTANCE
PART A - AFDC AMENDMENTS

SEC. 701. PERMANENT REQUIREMENT FOR UNEMPLOYED PARERT PROCRAM,


http:available.tI

i a2
{a} In General.--éecticn 401{h) of the Family Support Act
of 1988 {terminating the reguirement that States provide benefits

to two-parent families based on the unemployment of the principal
}
{b} applicability to Puerte Rice, American Samoa, Guam, and

earner} is repealed.

the Virgin Islands.~--Section 401{g) {2} of the Family Support Act
of 1988 is amended, effective §n the date of enactment of such ‘
Act, to read as follows:
¥{2}Y The amanéments made by this section {other than
those made by snbse?ticn {c}} shall not become effective
with respect to Paa%to Rico, American Samoa, Guan, oy the
Virgin Islands unless the jurisdiction involved notifies the
Secretary of Health and Human Sngicag that it chooses to
have such amendments apply.®.
SEC. 702. STATE QPTIONS éﬁG&RﬁIﬁ& UNEMPLOYED PARENT PROGRAM.

{a) Duration of Unémpluyment and Recency-of~Rork Tests, ew
{1) Section 407(b)(1}(k)kcf the Act {in the matier preceding
clause (1)) is amended to read as follows:

*{A) subiject to paragraph (2}, shall provide for the
payment of aid to families with dependent children with
réspect to a dependént child within the meaning of
subsection (a) ~-".

(2] Such section is further amendedww
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{A) by striking sut *whichever® in clause (i} and

inserting in lieu ;nd thereof *when, if the State choose to

80 reguire (and spécifies in ite State plan}, whichever", »

and |

{B) by striking out *{iii) (I)* and inserting in lieu

thereof "(iii) when, if the State chooses to 80 reqiire (and

specifies in its State plan)y (I)**.

{b} State Option to Define "Unemployment®.~-At its option,
a State may apply, for purposes of gection 407 of the Act, a
definition of anemploymént that includes individuals who, solely
by reasong 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
éligible for aid to familieﬁ with dapéndent children, and shall
include such ﬂ&finition;in its State plan approved under part A
of title IV of the Act.;

{c} Effective Date.~- The amendments made by this section
shall become effective October 1, 19%6.
SEC 763, DEFINITION OF éSSEﬁTI&L PERSON.

{1} General Requirement,--Section 402 of the Act iy amended
by adding immediately aftar and balow subsection (¢} the
following new subsectioé:

"{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 individusal must be

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

SEC.

*(1) furnish%nq persconal services reguired because of
the relative's phy%iaal or mental inability to provide care
necessary for herself or himself or for the dependent child
{which, for purpmsés of this subsection only, includes a
child receiving supplemental security income benefits under
title XV1},

#{2} furnishing child care services, or care for aﬁ
inaa#aaitat&& member of the family, that is necessary to
pargit the aaretakér relative —-

{7} to engage in part-time employment outside .

£
the home, or

{8 to ;ttend a courée of education designed to
lead to a high scheool diploma (or its aqniva;ant} er a
course of traiﬁing on a part-time basis, or to
participate in the program under part F on a part-time
basis. ¥, ;
704 . EXPANDED $TATEEOPTION FOR RETROSPECTIVE BUDGETING.
Section 402{a}){13) of the Act is amended ==
{1} by gtrixiné out in the matter that px&aaﬁ&é
subparagraph {A} "but only with respact te any one or more

categories of fanilies required to report monthly to the

State agency pursuant to paragraph (zé},”; and



SEC.

2]
{2} by striking out in each of subparagraphs (A) and
(B)Y "{but only whe%a the Secretary deternines it to be
apprmpr;ate{ in thé case of families who are regquired to

report monthly to the $tate agency pursuant to paragraph

REVSTLE

705. DISREGARDS OF INCOME.

{a} Student Barnings.~~ {1} In General.-- Section

402{a) (B} {A) (1} of the Act is amended by striking out “"dependent

¢hild" and inserting inglieu thereof *individual under age 19%.

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

amendedew

»{A}{i} by striking ocut "a dependent child" in
paragraph {8}{&}{vii} and 1nserting in lieu thereof "an
individual under aga 18%, and

{ii) by 5trik}ng out "such child® in such paragraph
and inserting in 1i§u thereof "such individual®™, and

{B) by striking out in paragraph (18) "of a dependent
child”® and inserting in lieu thereof "of an individual under
age 18%.

(b) Standard Earned Income Disregard Amount.-~Section

402{a)(8) (A) (1i) of the Aat is amended by striking out "$so¢ anﬁ

inserting lieu thereof "3120, or if greater, %120 adjusted by the

£PI (as prescribed in section 408(i})".
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(¢) State éptian to bisregard Barned Income.~~ {1} In
General.-- Section 402(&1} {8Y (AY(iv) of the Act is amended to read
as follows:

“(iv) may, at ite option, disregard amounts of
earned income in addition to those reguired or
permitted to ﬁa disregarded under this paragraph, and
shall sgeaify;in its State plan any such additional
amounts and the circumstances (including whether they
will be éisreéarded at application) under which they
will be disregarded;*"

{2y Conforming a&éﬁdments.-—
A} Clause {ii} of section 402{a} (B} (B} of the Act is

repealed.

p—

{B) Sewtion éﬁzﬁg}{l}{h}{ii} of the Act is amended by
striking out "or by reason of subsection (a)(8)(ii)(II)".
(d) Disregard of ffaining Stipends.--Section
402 (ay{8) {A)(v) of the Act is amended to read as follows:
" (v) 5h§ll disregard from the income of any
individual applying for or receiving aid to families
with dap&n&ent children any améunt received as a
stipend or allowgnce under the Job Training Partnership
Act or undey any other training or ginmilar program;%.
{e) Mandatory Child Support Pass-Through.-~(1l) Section
402{aj (8} (A} {vi) of the Act is amendegw-
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(ﬁ) by striking out Y$50" (in two places) and
inserting in lieu therecof “$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
inserting in lieu thereof “or, in lieu of the amount
specified in two pﬁaaas in this clause, such greater amount
as the State many choose (and provide for in its State
plan}®. %

(2} CPI1 héjﬁ%twang,wMSaatian 406 of the Act is amended by
adding at the end thereof the following new subsection:

#{i} For garéasag of section 402(a} {8}, an amount is
tadjusted by the CPI' for any month in a calendar year by
multipiying the amount involved by the ratic of-- ‘

| ®{1} the Consumer Price Index {as prepaved by the
Department of Labor} for the third guarter of the
preceding calenday year, to v
w{2) such Consumer Price Index for the third

quarter of calendar year 1396,
and rounding the pr;duct, if not a multiple of $10, to the
nearer multiple of ?10.".

(£) Tump~Sum Inanmé.wwcl) In General.-«8ection 402(a) (8) (A)
of the Act is amended--

(1) Dby striking out "and” after clauvse (viii), and

i

¢

H

v
t
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{2y by adding after and below clause (viii) the
following new clauée:
w¢ix} shall disregard from the income of any
fapily member;any amounts of income received in the
form of nonrecurring lunmp-sum paymentsp".
{2} Repeal.--Section 402(a} {17} of the Act is repealed.
{g} Edﬁc&tional Agsistance.-- Section 402{a){8) (A} of the
Act is further anmended gy adding after and below clause {(ix} the
following new clause: 2
”{x; shall disregard all aéudatianal
éssistanée provided to a family member:¥,
{hy In-Kind Income.~-~-Such section is further amended by
adding after and below qlaase {x} the following new clause:
w¢xi} shall disxégaré all in-kind income
provided to a family member;®
{i} Benefits Hndeg the National and Community Service
Act.-~" Such section is further amended by adding after and below
clause (xi) tha'fcllowiﬁg new clause:
“(xi}} .shall disregard any living allowance,
stipend, br 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:”.
SEC. 706. STEPPARENT IP’:’iC(}Mﬁ.

Section 492{&}{31% of the Act is amended by striking out the
semicolon at the end aé& ingserting in lieu thereof *, or, at the
option of the State, so much of such income as exceeds any
greater amount or amounts as the Btate agency finds appropriate
to strengthen family l1ife and provide incenfives to increase
earnings;:¥. |
SEC. 707, INCREASE IN R%SQQRCE LIHIT«(

Section 462(&}(?}(%) of the Act iz amended (in the mattef
preceding clauvge (ij) b§ striking ocut "sldoo or such lower amount
as the State may determine "and inserting in lieu thereof "$2000
or, in the case of a family with a meﬁber who is 60 years of age
or_older, $3goon,

SEC. 708. EXCLUSIONS FROM RESOURCES.

{ay Llfe Insurance.-- Section 402(&a} {7)(B}{ii} of the Act
is amended by striking %ut the semicolon at the end and inserting
in lieu thereof ¥, and éhﬁ vash value of life insurance
policies;¥. '

{b) Real Property which Must be Disposed of.--Section
402{a} (73 (B} {111} of the Act iz amended to read as follows:

"real property which the family is making a good faith effort to
dispose of at a raaﬁanaglg price;".
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(c) Exclusion of Péyments of the EITC.~~ Section
402(a) (7) (B) of the Act is amended=~
(1) by striking ocut "or® after clause {ili}, and
(2) by amending clause {iv) {(pertaining toc payments by
reason of the Earned Income Tax Credit) by striking out *the
following month® and inserting in lieu thereof "the '
following eleven-month periocd®,
{d} Lump-Sum Paym;nts for Medical Expenses or Replacement
of Lost Resources,== Seétian 402{aY {7} {8} of the Act is anmended-~
{1} by ;trikinq out "and” after clause (iv), and
{2} by %ﬁ&ing after clause {iv) the following new
clause: “{v}§ for the wmonth of receipt and the
following ele;en-month period, amounts that have bheen

. 1
¥ 3 i *
paid as reimbursement (or payment 1in advance) for

medical expenéas or for the cost of repairing or
replacing resources of the family;".

{e) Individual Development Accounts.-« Section 402(a) (7)) (®)
of the Act is amended bﬁ adding afteyr clause (v) the following
new clause: "(vi) amounts, not to exceed %10,00C in total
dapasiteé in one or more Individual Develcopment Accounts
establisﬁad in accordance with (I) section 529 of the Iné&rn&l
Revenue Code of 1986 by 'any member of a fanmily receiving aid to

families with dependent'children, or {II} under a demonstration

project conducted under the Individual Development Account

b
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Demonstration Act of 1994, but only if such amounts were
deposited by such indiv;dual in a month for which such aid was
paid, or food stamps pr?vided, with respect to such individual;
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 nonligquid 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 Agricu}ture (with applicability also to the Food
Stamp Program);".

SEC. 709. VALUATION OF AUTOMOBILE.

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

(1) by striking out in clause (i) "so much of the
family member's owqership 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
section 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 .
shall be included,:in accordance with rules prescribed by

the Secretary, in érder assist in achieving the objectives

this title;".
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SEC. 710. TRANSFER OF RESOURCES, =~

Section 402{a){7) 0? the Act is amended-~ .
{1} by adding;"and" after subparagraph (C), and
(2} by addingﬁafﬁer and below subparagraph (£) the
following new subparagraph:

(D} shall determine ineligible for aid any
family member who knowingly transfers resources for thé
purpose of .qualifying or attempting to gualify for such
aid for such period, not in excvess of one year fronm the
date of discav?ry of the transfer, determined in
accordance with regulations of the Secretary:®.,

SEC., 711. LIMITATION ON T:}Z’ZDER?RY%EZ%TS,

Section 402{a}(22}%¢) of the Aa§ is amended by striking out
*an underpayment® angd inéerting in lisu thereof "an underpayment,
the sorrective payment shall be made regardless of whethar the
family is, at the time payment is wmade, receiving current payment
of ald 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 preceding the month in which

the State agency first learned of the underpayment, and@®,

r
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SEC, 712. COLLECTICON OF AFDC OVERPAYMENTS FROM PEDERAL TAX
REFUNDS. .

(a) Authority to Intercept Tax Refund.~- Part A of tit;a v
of the Act is awended by adding at the end thereof the following
new section: |

HOOLLECTION OF OVERPAYMENTS TROM FEDERAL TAX RETURDS

"Sec, 419.f{a). vpén receiving notice from a State agency
administering a plan apﬁroved under this part that a named
individual has been nvefpaid under the State plan approved under
this part, the Seeretar£ of the Treasury shall determine whether
any amounts as refunds of Federal taxes paid are payable to such
individual, regardless %2 whether such in&ivi&ual filed 8 tax
return as a married or ummarried individual. If the Secretary of
the Treasury finds that any such amount is payable, he shall
withhold from such refunds an amount egual te the overpaynent
sought to be collected by the State and pay such amount to tha»
State agency. ;

%{b} The 5acrazar§ of the Treasury shall issue regulations,
approved by the Secratary of Health and Human Services, that
provide=- t

"{1) that a State may only submit under subsection {(a)
requests for collection of overpa?m&nts with respect to
individuals {(A) who are no longey receiving aid under the

State plan approved under this part, (B} with respect to
§

{



104
whom the State has already taken appropriate action under
State law against the income or resources of the individuals
ey families involvéd as required undey section
402{a){22}(B), and () to whom the Staée agency has-given
notice of its intent to reguest withholding by the Secretary
of the Treasury from the their income tax refunds;

#{2} that the Secretary of the Treasury will give &
timely and apprc§ri;ta notice to any other person filing a
joint return with t%e individual whose refund is subject to
withholding under s?bsaatian {a}; and

¥(3} the procedures that the State and the Secretary
of the Treasury will follow in carrying out this section
which, to the maximum extent feazible and consistent with
the specific provisions of this section, will be the same as
thoge issued pursuant to section 464({h}y applicable to
collection of pa&twéua ¢child support.”.

{b) Conforming Amendment.-~ Section S552a(a) (8) (B) {iv}{(XII}

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 therecof Ysection 413, 464, or 1137 of the Social Security

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

{a} In General.--fection 1137{d) of the Act is amended by

adding at the end thereof the following:

H
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"fe) & Statershall 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 reguires, as
a condition for such eligikility, a declaration in writing
by an adult nember of the family, under penaliy of perjury,
that each family member is a citizen of the United States or
an alien eligible for aid under such State plan (and, with
respect to a child born ihto 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).".
{hy Effective nate}wmfhm amendment rnade by subsection {(al

shall become effective u?on enamtment;

#
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SEC. 714. HEPEAL OF KKQ?IRE%ENT T MAKE CERTAIN SUPPLEMENTAL
PAYMENTS IN STATES PAYING LESS THAN THEIR HEEDS
STANDARDS .
‘ Section 402(a) (28), of the Act is repealed.
SEC. 715. CALLULATION 0% 18% PERCENT OF NEED STANDARD.

Section 402{&){18}%0f the Act is amended bf striking out
*without application afﬁparagraph (8) (A) (viiiy," anq inserting
in lieu thereof “&pplyi;g enly the disregard provisions of
paragraph {8} that appear in clauses (v){income from a progranm
" 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 {?iii}(certain gay&ents undeyr the National
and Community Service Act of 1830),7,

SEC. 716. TERRITORIES.,i ‘

(a)} Section 1108(5) of the Act is amended by amending

paragraphs (1),'(2), and {3) to read as follows:
"({1) for payment to Puerto Rico shall not exceedw-
M{A} $82,000,000 with respect to fiscal vears
1994, 1585, and 1996, anad
“(B)y $  or, if greater, such amount adjusted
by the CPI (as prescribed in subsection (f)) for fiscal

year 1997 and ‘each fiscal year thereafter;
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w2y - for paygan% ¢o the Virgin Islands shall net
axcead~~ - ‘

WA §22806,Q§c with respect to fiscal vears

1994, 1985, aid 1596, and

Y (R) Sm;mwm pr, i1f greater, such amount adjuszad‘
by the CPI {as prescribed in sabsectigg {£fyy for fiscal
year 1997 and‘aach fiscal year thereafter; and

*(3) for payment to Guam shall not exceedw=-

HIA) 53,800,000 with respect to fisaal year 1594,

1995, and 1896, and

“(py % - or, if greater, such amount adjusted
by the ¢pI (a; prescribed in subsection (£)), for
fiscal year 1957 and each fiscal year thereafler.%.

{b} C¥FI &djaatman?.~~8aatien 1108 of ths Act is amended by
adding at the end thereof the following new subsection:

"(f) For purposes of subsection {(a}, an amount is
tadiusted by the CéI‘ for months in calendar vear by
multiplyiﬁg that a@ount by the ratio of the Consumer Price
Index as prepared by the Department of Lgbar forw-

"y thé third guarter of the preceding calendar

’yaar, to

"{2} the third quarter of calandar year 1996.",
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PART B --.FOOD STAMP ACT AMENDMENTS

SEC. 721. INCONSEQUERTIAL INCOME.

Section 5{d){2) of the Food Stamp Act of 1977 (7 U.S8.C.
20314{4d){2}}) is amended to read as foilows--

®{2} any inconsecquential payments, as defined by the

Secretary, xea&ivaﬁiﬂuxing the certification period, but n0£

to exceaed a total aﬁ such payments of $30 per household l

menber in any q&azﬁkr, whether the household's income is

calcoculated on & pragpactive or retrospective basis,". |
BEC. 722. BUUCATIONAL ASSISTANCE

Section 5 of the Food Stamp Act of 1977 (7 U.5.C. 2014) is
anended by-- s

{1y striking alau&é {3} of subsection {d) and inserting in
lieu thereof the fallaw%nq~~

Hiay all &ducaﬁinnél asgsistance,®;

(2) in the provi&o‘af claﬁse {5} of subsection (4}, striking
"and no portion of any educational loan®" and all that follows
through "provided for living expenses,”; and

{2} striking clauvse (3) of subsecticn (k).
SEC., 723%. EARNIRGS OF S?UDENTS. .

Effective on and after September 1, 1994, section 5(a4) (7} of
" the Food Stamp Act of 1%?7 (7 U.S.C. 2014(d) (7)) is amended by--
{1} striking *a ch{ld who is a member of the household, who

ig®; and
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(2) strikxing ", #na whe ia 21* and inserting in lisu thirenf
*who ie 18%, |
BEC. 724. TRAINING STIPENDS . AND ALLOWANCES j

IRCOME FROM ON-THE-JOB TRAINING PROGRAMS
Eection 8 of the Pood Btamp Act of 377 (7 U.S.C. 2014) is
amsnded by--
; {1y striking "and {1&1%* in subsection (d) and ineerting in
lien theracs "{16)%; ;

(2) inserting before the period at the end of subsection (4}
,oand {17) &8l txainihg stipends and silowvances rsceived by any
nembeyr of » hausthold“f and

{3} striking in subssction (1} the language beginning with
"under section 204(b) (1) (C}™ and all that follows through "1
years of age.® and inserting in lieu thereof "shall be considersd
sarned insome for purposes of the foud stemp progranm.®,

SEC. 725. EARNED INCOME TAX CREBRITS

Effective oy ang that‘ﬁaptember i, 3994, the second
sentence of section 5{¢} (3} of the Pood Stamp Act of 1977 (¥
U.8.C. 2014(g}) {3)) iz aranded by=--

' {1} inserting "Fadaral or State lump-sun™ immediately
preaéding Pearnad income tax oradita®; and

{2) striking the }anquaga beginning with *if such mewber was

i

participating® and all that follows through “the 12~month

period”.

W B o e
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SEC, 736, RESOURCER NEQESS&&Y FOR SELP ERPLOYMENT

Section 5{g) () Qé the Foold Btamp Act of 1%1? (7 U.8.L,
2014{g) (3} ip amended by adding the following new thirg and
fourth a#ntenaaa«~
*The Secrstary shall aslmo exciude from financial rwesources
loans obtained for the purpaces of gtarting or opsrating a
usiness, ‘The Sacretary nmay axmlu&§ from financisal
repcurces other rescurces neceasssry for the self employpmant
ef any member of 8 housshold as established in regulations
devaloped jointly by the Secretary and the Secretary of the
naparfment of Health and Huﬁan Services which, to the sxtent .
feasible and consistent with the purposes of this act and
the Bocial Security Act {42 U.8.C. 601 ot seqg.), are
comparable.®. :
8EC. 727. xéxnacunnzxs,zvnp~svn REIMBURSEMENTS

Section 5(g)(3) of the Food Stamp Act of 1977 (7 U.S.C.
2034 {¢) (3)) as amended by this Act ie further asrended by sdding
the following new fifth sentance--~

“The Secretary ahgll also axclude fyom Finansial resources,

for a periocd of oéa year from their receipt, nonrecurring |

lunp-sum paymentsgthat are reimbursements for past, current,

or future cant&«*i
SEC. 728. INDIVIDUAL DEVELOPMENT ACCOUNTS

Section 3{g) (3) :r{ tha Food Stamp Act of 1977
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{7 U.B.C. 2014{(g)(3)) as amended by this Act is furiher amendad

by sdding the following new sixth and seventh sentences——
"The Secretary shall 3135 axcluds from financial resources
amounts, not to exceed $10,004, dqpnsite& in Individnalﬁ
navalopaaﬁt Acoounts aatabliahud ia swcordance with {A) the

- Internal Revenue Code of 1384 :ze U 8.C. 1 et 8eq.) by nny

household mewmber gaa&iving asslotance under this Act ox
wonthly assistance to families with dupﬁﬁ&gnt chgldran undear
part A of title IV of the Social Becurity Act {42 U.S5.C. 601
st aaq.).ur {B) demonstration projects conducted under ths
Individual Development Account Demonstration Act of 1984,
but only if such amounts were deposited by such housshold
menber in & month tcr which assistance undex this hnt, ny
ai& to fanmiliss with depandent children, was providgﬁ to
sUch membar. whagsaaratary shall also excluds from
financial resources, for the month of its receipt and the
following month, é noarecurring lump~sum payment revelved by
any household mowber if the housahold nembar represents that
the paymant will be deposited In an Inﬁivi&ggz Savelopmant
- Aocount established as describad in the precading
sentance.". g '

B8EC. 72%. CONPORMING AMENDMENT
Section 5(d}(8) of the Pood Stamp Act of 1977

f

4
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(7 U.8.¢. 2014{d3{8}) is amended in the proviso by inserting

"paragraph {3} of subssction (g) of this saction or™ immediately

preceding "other l&ws“;
SEC. 730, APPLICATION FORMS

Section 1i{e) {2) of the Food Stamp Act of 1877
{7 U.B.C. 2020(e){2)) is amended by«~

{1} striking in the first santance Ya simplified, uniform
national® and inssrting in lieu thoreof "an'®)

(2) atriking in th§ first gehtence the language beginning
with ®“designed by the szcretary” and all that follows through
hrief and readable®; :

{3) striking thea sentenca which bagins "Each food ctamp
spplication form shall ;antain,"aid the next two sentences and
ingarting in lieu thare;f the following--

"The State agency shall inform each household in writing and

in understandable terms that it has the right ko file an

appiication without immediately completing mactions other
than thogse covering the applicant's nape, addresm, and

Bignuture. The Btate agency shall also doscribe to o

household in writing and in understandable terms the

sxpedited pram@sﬁiﬁq r&quirananﬁs of gection 11{&}{#} and
inrory ench household that beneflts eare provided only from
the data of app}icatian. The State agency shall also
describe to each household in writing.ana in understandable
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tarns the apprapriate eivil and criminal provisions dealing
with violstions oi thga Act, including the panéitias
therafor, by members of an eligible househald. The State
agency shall alsoginturm aach applicant in writing and in
~ understandabla te}ma that the information provided by the
app;icaﬁt in connection with the =pplication for a coupon
allotment will bs subject to verification by Paderal, Stats,
and local officials to detersine if such informstion is |
factual)l and that if any materisl part of such informetion is
incorrect, food sﬁamps may be danled to the appliocant, and
that the appllicant may be subjected t; eriminal prosacution
for knowingly providimg incorrect information.®; and
%) atrixing in tga ssntance beginning "The State agency
chall recquire® the words “that ¢he information containsd in the
application is true" and inserting in lieu thereot "that the
Srate agengy has provided the information reguired by .this
paragraph, that the applicant understands the information
provided, that the information in the application is true,™.
PART C -« ECONOMIC IRDEPEXRDENCE
BUBPART 1 == Individual Develcpment Account Demonstrations
BEC. 731. SHORT TITLE. ' ’
This title may be cited ans the "Individusl Development
Account Degonstration Act of 1994%.
BEC, 732. DECILARATION OF POLICY AND STATENENT OF PURPOSBE.
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(a) DECLARATION OF POLICY.—-It is the policy of the United
States— '

(1) to eliminate barriers that prevént recipients of
Aid to Familles with Dependent Children (AFDC) from becoming
self-sufficient througﬁ selrfamployment and asset accu#ula-
ﬁion: | |

(2) t§ identify and implement cost-effective strategies
to encourage saving and entrepreneurship among the broadest
possible range of low-income fapmilies, particularly families
eligible for AFDC, and that have the potential to reduce

Paderal spanding on transfers and services to the disadvan-
taged; |

(3) to enhance private-sector opportunities for low-
income families by enabling them to use their own human angd
tinancial rasources through expansion of businees invest-
ment, job creation, home ownership, and human capital in-
vestment: and |

{4) to expand the capacity of local organizations to
provide asset-ralated services that help people to help
themselves such as savings mechanisms, loan funds, technical
assistance, and entrepreneurial training.
(b) STATEMENT OF PURPOSE.——The purpose af the demonstration

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

determining—
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(3} the social, psychological, and economic effects a:§
providing low-income individuals the copportunity teo accunu-
ilate masets and develop and utilize entreprensurial skills;
and
{2) the axtent to which an asset-based assistance
policy may be used to enable individuals with low-income to
achieve economic salf-pufficliency.
SBC. 733. IRDIVIDUAYL DE?KLO?KENT ACLZOUNT DEMONSTRATION PROJECTS.
{a) IR GENERAL.—Not later than one yaar after the date of
enacement of this &at,:any Etate or loosl government, or any
qualifiasd organization may apply to the Administrator/Chairperson
of the Community Development Bank and Pinancial Institutions Fund
fhareix&fter the k&&in;atratmr/cha1rparsaa} for a grant to
conduot individual d&vaiop@&nt account demonstration projects for
eligible persons.
{b} CONTENTS.—Each application shall-
{1) dax¢x§ht;tha denonstration project:
{2} deamziquthe parsons who will participate in the
projects . ‘
(3) demonstrate the sbility of the applicant-——
{A} to assimt project participanta in achleving
economic seli-sufficiency through the project: snd
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{8} to assist project participants in developing
greater knowledge about savings, investments, and other
financial &atﬁa:ﬁr | |
{C} to overses the use of grant funds, incluwding
the documsntation and varirication of start-up sxpanses
in the cage ¢f entraprensurial assistance: and
'(n) to étfectively aﬁminiéter the project:;

{4) in the case of & gualified organization, document a
copzitment by thajstate i which the project is to be conm
ducted to providcga specified azount of funde to the guali-
fled quanizatiangfor the project, and any similar commit~
mest made to the éualitied crganization by any other none
Fadaral public entity or by any private antity;

{5) contain & plan for maintaining data and other
infnrm@tion soncerning assigtance providad to project paye
ticipants sufficient to evaliuate thes projact and a certifl.
eation thet the applicant will fully cooparate and provide
sccess to all information c¢oncerning the project in connsc-
tion with any evalustion of the 9rojac£ conducted pursuant,
to subssction (1}; and

(&) contain such other information ss the Adminiatra-
tor/Chalr may pru;cribe.

{¢} CRITERIA.—In conaidaring whether to approve an applica-

tion, the Administratcfj&hairparson shall asgess the following:

£
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{1) The degree teo which the project described in the
application 1s 1ik;1y to ald proiect participants in achiev-
ing economic aezz—éufriciansy through activities requiring
goalified expenses. In making such sssessment, the Adminis~
trator;&hairparsen shall consider the ovarall quality of

‘ p:ajact a&tivitius and shall nﬁt aannidez any particular
kind or cambination of such sgualified expenses to be an
sssantinl feature qf any project.

{2} The ability of the applicant to réapqnsibly admin-
ister the prcject.i

{(3) The nmaun; of funds from non~¥Faderml sourcas that
are committed to ﬁ;ﬁ proisct, ‘

{4) Tha adegquacy of the plan for maintaining informa-
tion necessary to evaluate the project.

{4} APPROVAL,

{1} The Adﬁiniatzatar/Chaixgarscn shall, on a competi-~
tive basio, approve such applications to conduct demonstra-
tion projects under this section as the Administra-
tor/Chairperson deoms appropriate on the basis of the orxlte~

. ris degseribed in subsection {¢).

{2) No court shall navaﬁjuriaaiatiéa to review the
approval or nonapproval of any application by the Adwinig- ‘
tratnr}éh&irparsnnl
(e} DERORSTRATION AUTHORITY: ANNUAL GHARNTS.—

|

¥
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{1} nmneﬁswm%rmn AUTBORITY.—The approval by the
Administrator of an spplication shall authorize the appli-
cant {hereinafter ?ho grantee) to conduct the project for
tive project years in sccordance with the approved applicsaw
tion and the raquiresents of this section.

{2} ANNUAL GR%NTS,H-Tha Adpninistrator/Chairperson shall
maxe a grant to ea?h qrqntée on the first day of sach pro-
Jjegt year. ; |
{£) RESERVE FUND.-

{1} ESTABLISHMENT.-~Each grantee shall sstablish a
resexve fund that shall be used in accordance with this
subsection,

{2} DEPOBITS.—™

{a) Ae scon after receipt as is practicable, a -
g?anﬁaa shall deposit into the reserve fund-—

{i)‘all annual grante mada by the Administra-
tor/Chairperson;

{ii? all tunds provided to the gruntes Dy any
nonw?cd-}al public or private entity to conduct
the deponstration proiject:

{iii) all proceeds from any investwents mads
pursuant to paragraph {4} and

fiv} all amounts title to which wvests in the

grantee purstsnt to uubsectian th} (%),
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{3} EXPENDITURES.—A grentese shall use amounts in the
regerve fund nniyv— ‘

{A} to assist project participants in cbtaining
the skills and information necessary to achieve sco-
nonie aelf-surficiency through sotivities reguiring the

. payment of éualitia& axpenses

{B) to provida financial asxsistance in accordanca
with suhnaction {h} to project participants:

{C} to administer the project: and

(5 téimaintain and provide information nacessary
for tﬁe avaluation of the project pursuant to subsec~
tion (). ' '

(4) AUTHORITY TO INVEST PUNDS.—~A grantes entity may
invest apounts in the reserve fund that are not iwmmediately
needad to make expsnditures suthorized by parzgraph (33, in
highly liguid low risk investments in accordance with guide-
lines lssued by the Administrator/Chairperson in consulta-
tion with the Becretary of the Treasury.

{5) ACCOUNTING BTANDARDS.--Ihe Adminiwtra-
tor/Chairperson ahali presoribe regqulations governing the
sccounting of amounts deposited in and withdrawn from re-
serve funds. .

{6} TERMINATION OF PROJECT.~-Hotwithstanding paragraph

{3), upon the tarmination of any demonstration project
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approved under thi% gection, remaining amounts in the rew
gerve fund uﬁtabliéhed with respect to such project and
remaining inveatm&ﬁts mada Trop amounts in the reserve funﬁ
shall be dimtxibut%d to the Administrator/Cheirperscn and
each non-Fedaeral pub1i¢ or private sntity thst contributed
to the project in propertion o their ¢mntributionﬁ*
{g; SELECTILN OF KLIGIBI& PEREONS TO RECETVE ABSISTANCE.-—
A grantee shall provide individual devalopment account amsistance
to eligibla persons whol the grantes deams <o be hast situntad to
benntit from such nssi&tanea, taking inte account the amount of
grants made by the a&ministratnr/Cha1rpnrson and othey funds
aveilable to the granten fur souch assistxnes,
(h) FINANCIAL mszfs*rmcx POR INDIVIDUARL: DEVELOFPMERT Alw
DOUNTES , e i
{1} IN GENER&#.w*ﬂ grantee shall provida initial finanw
cial agsistanse taja project participant whe sstablishes an
individual davelnp@aat account, not to exoeed $500 per
participant. Such financial assigtancs shall be deposited
in the individual ﬁavalapment account established by a
preject participant. |
{2) K&‘Z’C&IN@ COKTRZ‘RZ?I‘IONS 2 &dmims&raw
tor/Chairperson or a grantes may make matching contributions
of not lase than 5p cents and not more than $4 for every $%
dollar deposited i?ta an individual development account by a
!
!
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project participant, not to excesd §2,300 for any project

participant. 4

(3) LIMITATION ON USB.—

{A} Fin;nciai aapistance provided pursuant to
paragraph {1} shail not be available for ume by & pro-
ject participant untii——

(i} the imdividual development nccount is
closed; and '

(i} & project participant has deposited into
the individoal devoloppment account an amocunt egual
to the initial financial assistance provided pur-
suant to paragraph {i).

{B) ?in#ncial assistance provided pursuant to
paragraph (li.ar {2} ehall be used by & projsct partice
ipant only fér the payment of qualified expances.

{4} APPLICABILITY OF CTHER IAW.-—The provisions of
aaction $2% of th; Internal Revenus Code of 1588 (26 U;sﬁa«
£29) and such rales, regulaticons end procedures as may be
prescoribad by the Seoratary af the Tressury under such Code
shall apply to an individual development account for which

| finuncigz assistance iz provided pursuant to this subseow

t

tion.
{5} EFFECT OF PROHIBITED TRANSACTIONS,—In thm avent

that an individual development sccount ceases to be an
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individual dsvelopmant secount under the provisions of
gsection 52%{a} ef the Internal Revenues Qode of 1586 (26
T.5.0. 529{ae)), Litls to all amounts in.auah account attrib-
ut;ble o financial assistance provided pursuant to para-
graph (1} or (2) shall vest in the grantwe providing finan-
cinl assistance gursuant to pavagraph {1} and such amounts
shall be paid ta’such grantes,
{1} LOCAL CONTROL OVER DEMONSTRATION,-

{1} Each grantsa ahail, subiact to thes provisions o?
subsection [k}, have gole responeibility for the adninistra-
ﬁion.af damanatrqti&n projacts approved by the Adminfztra-
tnr/chairparson.é

{2) The Administrator/chalrperson may preacribe such
regulations as may be necemsary to ensure that grantues
comply with the terms of approved applications and the
reguirements of this section.

{3} ANNUAL REPORTE.—

{1} IN CENERAL.—Bach grantee shall annually report to
the Administrator/Chairperson concerning the pragress of
esch approved denanstéation project administsred by such
grantes. Ths yeport shall, at a minimum—

{A} da&cribu project participantns;
(8} vontain an audited financial statement for the
rasarve fund astablished with respsct to the project;

¥
t
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€44 ] 9:0?1&@ information on amounts deposited in
individanl development acoountis of project participants
to whom such assistense ie providad under the project;
and
(D) auch athar inforw?tian as the &ﬁminiitraw
éar/Chairparaan may“taquifu wiih raspect to the svalua-

tion of the proisct pursuant 9 asubsectiosn {1).

{2} SUBMISSION.~Reports regquired by paragraph {1}

. phall be subritted annually not later thanltba annivareary
of the dste the Administrator/Chalrpersen spproved the
application for the demonstration project.

{3} COCRDINATION WITH STATE GOVERNMENT.~~A grantse
shall tranemit a copy of esch raport regquived by paragraph
{1) to the Qzeasuiar {or squivalent official} of the State
in which the project is conducted at the time prascribed by
paragyraph (2}.

{R) SANCTIONR.— !
(1) ancmﬁc}r: OF DEMORSTRATION AUTHORITY.—If the
Mpinistrator/chalrperssn deternines a grantes is not cone
- ducting a demonstration project in accordance with the
approved application and the requirasents of this saction,
and has failed to gunﬁﬁrtaka corrective action satisfactory
e the Administrator/Chalrperscn, the Adsinistra-~
tor/Chalrparaocn m?y revoke the approval to conduct the
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project. A detefmination by the aduninistrateor/Chalrperson
to ravoke the spproval for a demenstration project shall not
be subject to review by any court. )

(2} ACTIONS REQUIRED UPOR REVOCATION,— :

{A} If the Administrator/Chairperson revokes

'approva.x o :c:onﬁ‘aci: a demonstration project pursusant to

paragraph {i}, the Administrator/Chalrperson— '

{i] attall suspand the project:

(1i) shall take control of the reserve fund
astabliahad pursuant to subasecticn {f) with reo~ ‘
spect to such project; and b ’

(iii} shall solicit applications from entil-
tieg desoribed in subsestion (a) to conduct the
auspaaéad project ${n accordance with the approved
application {(or under such terms and cenditions as
the Administrator may prescribe} snd the reguire-
nents of this section.

{B} ¥t tﬁa #ﬂminixtrator/Chairparuon approvas an Appli-
cation to annaucé the suspenged project, the Adainistra-
tor/Chairpersen shall transfar to the new ¢grantee centrol of
the reserve tund:astabiiahad purauant to subsection (f) for
the projsct, and such grantee shall be considered to be tha
original grantee for purpoees of this section. The date the
Adminixtratar;ChQirpor:cn spproved the applicstion of the

H
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naw grantee to conduct the suspended project shall apply for .
purposas of the annual reports regquired by auhg&dbian (53 .
(C) If the Administrator/Chairperson has not approved
an aﬁpliﬁatian tg conduct a project by the date that ig one
year altar appro&az to conduct the project was revoked, the
ﬁdmﬁni;tratorfthqirparaan Shgl i
(1) teéuinata the project: and
{4i3) Alstribute remalining amcunts in the raaerv§
fund for such project and investments made from amounts
in the rasé;va fund in acoordance with the provisions
of subsectisn {f)(6}.
{1} PROJECT EV&L#&TIOHS.WM
€3] ix GENERAL.~-Not latayr than six months after the
dates of enactmant of this Act, the administra-
tor/cChairperson, in consultation with the Sscretary of the
Treasury and the Becretary of the Departzent of Bealth and
Ruman Services, ;h&ll onter into a contract with as indepen-

$
dent organizstion (hereinafter "evalustor") for the evalua~

_ tion of ingividual denonstration proiecte conducted pursuant

to this section and the effectiveness of assistance provided
to eligible persons pursuant to this section,

{2) EVALUATIONS.-In entering into tha contract provid-
ad for in parsgraph {1}, the A&minisﬁratorfﬂhzirpaxaan

should conxidsr providing for svsluvation of—
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(A} the types of Information and public edusatien
sfforta that attract project participante;

(B} the accessibility of the éamnnstraﬁian project
by participants and the eases of participation;

(¢} the laval of financial assistance requived to
ptimulate partiai#atinn in ths damcngtratian project,
and whaether such level variss amonyg differant demo~
graphic populations)

(D} whethar projsct fsatures utilized in conjunc~
tion with individual development accounts (such BB peer
support, structured planning oxercises, mentoring, and
case management} contribute €o partizipation in the
project; '

{E} the leval of salf-gufficiency achisved by
project pa:giczp;nts 8 nmeasursd by expisyment oF self~
employuent rates, sarnsd and investment income, exit
rates, poverty rates, And recidivism rates, particulare
iy for progras participants eligible for food stamp
benerits and ArpC:

{¥} the reduction in the lavel of .public expen-
diture on pr&jaét participants ag measured by changas
in ovsrall support payments including AFDC, food etanmp
benefits, Pederal child care assistance, Faderal hous-
ing aggistance, JOBS, and other benefits, ¢aking into
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acopunt ccstg incurred by the Fedsral Government in
suppurt of d;monsttation prodjects;

{G) the(;a&al of asset nﬁcuwulatian by project
partiaipantstaa measuzed by savings rates, net worth,
business start-ups, hupan capital investzments, new
homes, numbar of loans to low-income and AFDC aligible
families, =znd whether saset accusulation contimed
after & subsidy or sother asnsistance;

{H) the sconomie¢, psychological, and socisl e~
rects of asset accumulation) arst

{I} the cirpumstances concerning and the extant to
which asset accumulation by project participants ocon-
tributes to-r

(i)'a greatar ganse ¢f gacurity and control
and positive sutlook;

{11) grenster houmehold stability;

{111} increaased long~teym plarnning’

{iv} increased efforts to maintain and develw
op &aaa§s;

‘{vi greater knowliedge about savings, invest-
ments, and other financial matters;

fvi) increased saffort and success in sduca-

tional uchigvnxant within the housahonld:
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{vii) incrasssd specialization in caresr
&avelapmauﬁ:
{viil} improved mocial atatus;
{ix) increased political perticipations’
{#) increzsed community involvement
{?i} increased sarned lncomes
{%ii} decressed ralianne on traditional forws
of public assistance, wi;h particular smphaais on
food séxmp bonatite and APDC: and
{éili) increnssed tendancy to save during and
aftar the parisd of projsct participatien.
{3} HETHODOLOGICAL REQUIREMENTS .~In svaluating any
dn&anﬁtratimn yx&jcct conducted under this section, the
evalugtar should obtain such quantitatlive data before,

during, an& attar the projesct, as isa nesessary to evaluate

the project.

L3

{m) nnrxxzzzaﬁs.jwas uged in this section:

{1} HOUSEMOLD.—The ters "housshold” means all individ~
usls who share use of & dwelling unit as primary éaartera
for living and aatinqgﬁagnrataly Zrom other individuals.

{3} MET WORTH.—
{&} IN GENERAL.——Except as provided in subpara-
graph {B), the term "net worth" means, with respect to

A housaheld, the agyrsgate falyr parket valus of all
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asssts that are owned in whole or in part by any mewbor

of the household, less the obligations or debts of any

member of the howsehold.

{B) ASSETS EXCLUDED.—Na&t worth shall he detar-
mined without taking into account the fair market value
and the cbligations or debts of—

{1) the primsry dwelling unit of the house~
hold)

f{ii) the nmotor vehiole having the grastest
egquity value: and

(131} items esmential ror daily living, such
ap ¢lothes, furniture, and similar items of Iimit-
od value,

{4} INDIVIDUAL DEVELOPMENT ACCOUNT.—The term "individ-~
ual developmant account® shall have the sace mesaning given
such Term in mection B2% of the Intarnal Revenus Code of
1986 (26 U.S.C. 529}, '

{5} PROJECT ¥YEAR.—Tha tarz “project ysar® pneans with
raspact to & demonstration projact, any of the five consscu~

‘tive 12-month periode beginning on the date the project is
approved by the Administrator. . '

{6) QUALIFIED ORGANIZATION.—The term "gualified orga-

nization" fmerns a community development financial institu-
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tion as defined in seotion __ of the Community Development
Banking and Financial Institutions Act of 1994.

{7} ELIGIBLE: PERSCN DEFIRED.—Tha tarn ”eligi$13 por«
gon™ meAns any paéwan who is:a nenber of a household that
saets all of thea %ollawinq reguiresents

{A} EITC TEST.~—The household has at least one
individual w%o is an eligible individual within the
meaning of section 32{0) (1} of the Internal Revenue
toda of 1988 for purpesss of the earnad income %ax
eredit.

(B} INCOME TEST.—The household did not have
sdiustad gross income {as datermined pursuant to the
Iinternal Revenus Code Ef 1986} in the imnediataly
preceding caiﬁndar year in excess of 518,000,

{C) HET WORTH TEST.—the net worth of the hsuse-
hold, as ©f the cloge of the immediataly preceding
calendar year, did not exceed 520,000,

{8} QUALIFIED EXPRNSES.-%{he term “gualiifled sxpensea®
shail have the smame wmeaning as provided in sectlion 529(¢) (1}
of the Internal Ravanae Code of 1986 (26 U. 8.C. 529(&3(%};
{n} AUTHORIZATION QF APPROPRIATIONS .70 carry out th.

purpoaes of this section there are authorized to be appropriated
to tha Administrator/Chairpersones

{1) 610,000,000 for fimcal year 1997,

s F
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(2} $20,000,080 for each of fiscal vears 1998,
1899, 2000, and 2001, and
(3) $10,000,000 for fiscal year 2002.
SEC. 734, INDIVIDUAL DEVELOPMENT ACCOUNTS
. (m) IX GK&ERAﬁ.—*Subzhnptur ¥ of chapter 1 of the Internal
Ravenue Code of 1986 f(relating to additional itemired deductions

_ for individuals) is amended by adding &t the end of the‘follﬁwinq

new parts:
YPART VIII—INDIVIDUAL DEVELOPMENT ACCOURTE

"SEC. 529. INDIVIDUAL DEVELOPMENT ACCOUNTS
' “{a} ESTABLISHMENT OF ACCOUNTS.~- X ‘

"(1) IN GENERAL.--An individual development account may
be sstablished by or on behall of an eligible individual for
the purpose of aécumulazing funds Lo pay the gualified
expenses of such individual. _

* ®(2) ELIGIBLE INDIVIDUAL.~—The term 'eligible indivi-
dual’' mesns an individoal-- ‘
"(A} for whom apsistanoe is provided under section
'3(h3 0f tha Individual Development Acosunt Demonsgtra-
tion acty |
"8} recelving assistancs under 42 U.5.C. 601 at

*(¢) receiving assistance under 7 U.$.C. 2011 gt

B8l
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"{b)} LIMITATIONS .-

: "{1) ACCQUNQ TO BENEFIT ONEZ INDIVYDUAL.—An individual
development account may hot be established for the benefit
of more than one individual. T

wizj) HUL’!’I?Z;& ACCOUNTS .~-IZ, at any time during »
calendar year, two oY mare‘inﬁiviﬁnai davnlapﬁent accounts
are maintained foiz* the benefit of an eligible individual,
such indaividual shall be treatsd as an eligirle individual
for such year an1§ with regspact to the account Liret estab-
lished. § _

B3y ANNUAL LIMIT.~~Contributions ¢o an individual
developrnent account by an eligible individual for any taxe
able ysar shall not excesd the lesser of §2,000 or 100% of
sarnad income within the memning of section 32(p){2}. Ho
cuntrihu§ion to the account under ssotion 733{h} of the
Individual Development Account Deponstration Act shall bs
taken into account for ths purposes of this paragraph.

*{c) DEPINITIONZ AND SPECIAL RULES.~POr the purposss of
88CE Lot

*{1) QUALIFIED EXTENSES.-—The term tqualified expensas’
WOANG aae‘ar more of the following, as §ruvi¢ed by the
entity providing assistance t¢ the eligible individual under
gection 733{h} of the Individuzl Development Account Demon~

stration Act:
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2 {A} POST~SECONDARY RUDUCATION EXPENSES.——Pogt-
gecondary educational expensss pald from an individunl
development account directly to an eligible educational
inetitutian.( Yor the purposes of this subparagraph-—
®¢{i)} tha term 'post-sacordary educational
expansest msang~— '

r{1) tuition and fses raguired for the
enrollment or attendance of a student at an
aligibla educational inmstitution:

{11} feas, dooks, supplies, and sguip-
mant required for caurses of instruction at
an oligible educational institution: and

*(TII} & veasmonable allowance for meals,
lodging, transportation, and chlld care,
while attending an sligible educational in-
stitutions and !

*{11} the term '@ligible sducational institu-
tion' means—
‘ ‘ *(1) an institution described in maction
483 {n} {1) or 120i{a} ol the Higher Bducation
Act of 1865 (20 U.S.C. 1088 (a) (1) or
11;1ta}}, a8 such ssctions are in effect on

tha date ¢f the snsciuent of thig section:



SENT BY: 5-97-94 5 1:0APM DEBSsOGC/LEGISLATHON 2O7 385 GLABIFLIIS

134
“{II} an area vocational education

Behool {(om defined in subparagraph {¢) or (D

of saction S21{4} of the Carl D. Perkines Vo

cational and Applisd Technology Aot (20

U.5.8. 2471 (431} in sny 5tates (as defined in
‘ saction 521(33}) of such Act), as such saction

is,in etfaat.?n the date of the enactment of

this sextion.

(B} FIRST=-HOME PURCHASE.~-Qualiflied acquisition
costs with respsct to a qualified princlpal residence
for a qaalif#ed first=time homebuyey, 1t g&id;trom an
individual davelopment account directly to the persons
to whonm the ;maunts are due, ¥or purposes of thie sub~
paragraph

‘ " ®{i} tha tern ‘qualifiad soquisition costs!'
| gpeans tﬁ@ woets of acquiring, constructing, or
* reconatructing a residence, and includes any usual
or reasonable settlonent, financiag, or other
nloainqlwoata: ‘

*(ii}] the term ‘qualitied principal resi-
dence' means & principsl residence {within the
moaning of section 1034), the qualifisd acguini-
tion costs of which do not exceed 80 percent of

the averags &raa» purchase prices applicable to sugh
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resldence (determined in accordance with para-
grapha (2) and (3) of sectlon l43{e)};

w(iil} the Yerm ‘qualified first-time home-
buysr*® mesns a taxpayer f(and, if married, the tax-
payer's spousa) who nas no present cwnership ine
tarest in a principéz residence during the threa~
yesr pericd ending on the date on vhich a binding
contrsct wag entsred into to asguire, construct,
or raconstruct the principal reaidenca to which
thie subparagraph applies.

H¢C) BUBINESS CAPITRLIZATION.w-Amounts paild fronm
an individual ﬁaveiopaanﬁ axcount directly into o
bpusiness capitalization agocount which is estabilished in
& federally insured financisl institution and is raw
stricted to use sclely for qualifisd businese capi-
talization expsnses. For purposes of this subpars-
graph—

“{i} tha éerm fqualified business capital~
ization expenses® means gualified expenditures for
the capitslization of a qualified business PULEL-
ant to é qualitied plan;

n(ii} the term '‘qualified axpanditures' mneans
expenditures included in a gqualified plan, include

H
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Ting caﬁitai, plant, equipment., working capital,
and 1nv§ntary expenses ’
n{ill) the term ‘qualified business' mveans
any business that does not contyavane any law or
pubiic policy (Bs determined by the Administrator
ot the Community Developmrent Bank and Financial
Institutione Fund);
"{iv) zﬁn torn ‘gqualifiad plan® weasns a ﬁﬁxim
Nass Plape
*{Y} that is spproved by = financial
inptitution, or any other institutien desig-
nated as a gommunity development financial
1n;titution; having demonstrated fiduciary
in;aqrity:

; %(II) that includes a description of
garvices or goods to be sold, a marketing
pl#n,’and projected financial statements; and

: #{I11) that may requirs the eligible
individual to cbtain asasistance of an expari-
snced entreprancurial sdvisor,

*{D} TRANEFERS TQ 1lAsg OF FAMILY MPMBERS.—Amountg
in an individual development account may ba paid oxr

transferred directly into ancther such scoount estab-
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lished :or‘tha benefit of an eligible individusl who
. 18"-" . X |
‘®(i} the taxpayer's mpouse; or
“{iii any depandent of the taxpayer with
reﬁp&aé to whom the taxpayer ig allowed a deduc~
tion under section 151, ‘ _
»(2) INDIVIDUAL DEVELOPMENT ACCOUNT.-~The term 'indivi
dual development ageount' neans a tru&t graated or Qrganiﬁa&
in the United States sxclusively for ths purpose of paying
the qualified sxpenses of an eligible individual, but only
i¢ the written instrument creating the trust meats the
;bilewing requirements: _
"(A) No contribution will be accepted unless it is
in cash or cheok,
* ({8} The trustes iz a financial institution ip-
sured by an ingtrumentality of the Federal Government.
®{C) The assets of the account will be ilnvested
only in fedé&ally insured deposite and/or stock of a
raguléted investment. company within the wmeaning of
section 851{3},'in accordance with the direction of the
eligible individual.
®{D} The assets of the trust will not he commin-
gled with other proparty except iu a common trust rund

or common investment fund.
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(g} Except as provided in subparsgraph (¥j, any
amcunt in the acoount which is attributabls to assis-
tanco provided under section 733(h} of the Individual
Devalopment Account Demonstration Act may bs pald or
distributed out of the mccount only for the purposs of
paying the qﬁalitiea expenses of the aliéiblc individu~-
al,

*r (ij Any balance in the account on thé day
after the date on which the individual for whose bana~
f£it the trua% is established dies will be transferred
within 60 days of such date as directed by such indi-
vidusl to another individual developmant sccount astab-
lished for the bensfit of an individual who is a family
womber described in zﬁbgaétioa (e} {1){D} and who 1s an
eligible individual, or who was an sligible individual
on tho day immediately precsding the date on which the
individual for whose benefit the truet ie established
dies,

"{1i} In any case whare clause (i) does not apply,
the yn&tian éf the account attributable to contribu-
tian? other than‘those provided under section 733(h) of
the Individual Development Account Demonstration Act '
shalil be pai& out within rive yaears of the date of
death to the beneticiaries of the individual for whosa

-
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hanafit the account was aatablished, and the balance

uhall bs transferred within &0 days of the day after

the dats of death to ansther individual development
sccount eatablished for the benefit of an eligible
individual who may be depignated by the individual for
whose benefit the account Q&x astakllished,

#{3) TIME WHEN CONTRIBUTIONS DEEMED MADE.-~A taxpaysr
shall be deemed to ‘have made s contribution to an individual
daveloprent account on the laat day of the preceding taxable
yoar if ths contripution is made on account o such taxable

year and is wade not later than the time prescribed by law

for filing the return for such taxable year (not including

axtenslons thersof).
#(d) TAX TREATMENT OF DISTRIBUTIONS.——

(1] IN GENERAL.—Except ss otherwise provided in this
subsection, any amount paid or distyributed out of an indiw
vidual development account shall be 1&&1&&&& in gross income
of tha payee Qr distributee for the taxshle yesy in the
manney provided in section 72.

% {2} TREATMENT OF ASSISTANCE CONTRIBUTIONS, -

%{A) DISTRIBUTIONS USED TO PAY QUALIFIED EXPENS~

ES .1 a distribution or payment Crom an individual

development account is used exclusively to pay ths

qualified esxpensas incurrsd by the individual for whose
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benefit the acoount is established, then, for purposes
of sactien ?;, asslstance nantrihutionzlmadu to such
individunl development acesunt under section 3(hj of
the Individusl Development Account Demonatration Act
shall de txe;tad in the sama nanner as ocontridutions
meds by the aziqiﬁla individual,

B{B] DIBTRIBDTIONE ROT USED TO PAY QUALITIED
EXPENSES.—1f a distribution or payment from an indi-
vidual development accsunt is‘nat vsed exclusivaly to
pay the gqualified expenses incurred by the individual
for vhase bane!it the mecount is establinhed, ¢then, for
purposes of section 72, assistance contridbutions made
to such individusl developnent sccount undesy section
3{h) of the Individual Davelopment Adcount Demonstra~
tion Act shall be trestsd in the same manner as earn-
ings on the ﬁ%a@uﬁt. x

F{e} TAX TREATMENT OF ACCOUNIS, -

*{1) EXEMPTION FROM TAX.~—An individusl development
aocount is exermpt from taxation undeoy this subtitle unlews
such account has aaa&&é to ba an individusl development ac-
coint by resason nt‘paraqrayh {2). &atwithstund&ng the
pracediny aantanca% any such account is subject to the fax&a
inposad by section %11 (relating to imponition of tax on
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unrelated business income of charitable, et¢. organiza-
tions}. !
®(2) LOSS OF EXEMPTION OF ACCOUNT WHERE INDIVIDUAL
ENGAGES IN FROHIBITED 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
49575 pB&zAyespect 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 80O
engaging in &uéh transaction) during which such trans=-
action occurs. -

TR ACCO&NT TREATED AS DISTRIBUTING ALL
ASBETS.~1In any case in which any account ceases to be
an individual development account hy reason of subpara~
graphi (A} as of the first day of any taxable year-

i} all assets in the account on such first
day that are attributable to assistance provided
under section 733(h) (1) and (2) of the Individual

Development. Account Demonstration Act shall be

paid as provided in section 733({h}(5) of such Act:;

and
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nrii) the pxu&isions of subsection {d)(1}
shall apply as if there was a distribution on such
tirst day in an amount equal to the fair market
value of ;11 other assets’ in the account on such
first dayi
“(3) EFFECT OF PLEDGING ACCOUNT AS SECURITY.~~1f,
during any taxable faar, the individual for whose benefit aax
individual development account is established, or any indie«
vidual who contributes to such account, uses the account or
any portion thereof as security for a lean—

"{A) an amount egqual to the part of the pertion so
used which is attributable to assistance provided under
section 733(h) (1} and (2) of the Individual Account
Denmonstration Act shall be paid as provided in section
733{(h)(B) of such Act; and

‘ v{py the femaininq part of the portion so used
shall be treated as distributed under the provisions of
subsection (d}{z} to the individual so using such
portion. 2

. W{f} ADDITIONAL TAX ON CERTAIN AMI_DUNTS INCLUDED IN GROSS
IRCOME . — _
(1) DISTRIBUTION NOT USED FOR QUALIFIED EXPEXSBS.@WIﬁ
the case of any payment oy distribution that is not used

exclusively to pay qualified expenses incurred by the eligi-
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ble individual for whose benefit the account is established,

the tax liability of each payee or. distributee under this

chapter for the taxable yeayr in which the payment or distri-

bution is received shall be increased by an amount egual to
;. 10 percent of the }mcunt of the distribution that is includ-

ed in the 4gross iﬁccme of such payee or distributee for such‘

taxable year. | )

(2} DISQUALIFPICATION CASES.~-If any amount includible
in the gross iném&§ of an individual for a taxable year
because such amount is required to be treated as a distribu-
tion under paragraph (2} or {(3) of subsection (&), the tax
liability of such individual undeyr this chapter for such
taxable year shall be increased by an amount egual to 10
percent of such amount reguired €6 de treated as a distribu-
tion and incliuded 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 far:whcse benefit the individual development
account becomes disabled within the meaning of section
72{wm) {7) or dies. s
*{g} COMMUNITY mwz;ﬁmz LAWS.—This section shall be applied

without regard to any community property laws.
"(h) CUSTODIAL ACCOUNTS.—For purposes of this section, a

custoedial account shall be treated as a trust if the assets of
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such account are held byi& bank {as defined in section 408({n}) or
another person who demonstrates, Lo the satisfaction of the
Administrator of the Community Development Bank and Financial
Institutions Fund, that the panner in vhich he will administer
the account will be consistent with the regquirements of this
section, and if the custofial acoount would, except for the fact f
that it is not a trust, constitute an individual development
account described in subsegtion {¢){2}. For purposes of this
title, in the case of a custodial account treated as a trust by
reason of the preceding sentence, the custodian of such account
shall be treated as the trustee therecf.

“7i} REPORTS.The trustee of an individual development
account shall——

B{l} prepare reporis regarding the account with respect
to ceontributions, ﬁistribation&, and any other matter re-
gquired by the Administrator of the Community Development
Bank and Financial ;n&titutians Fund under regulations; and

"2} submit such rveports, at the time and in the
manner prescribed by the hdministrator of the Community
Development Bank ané Financial Institutions Fund in
regulations, to—— i |

"{A) the individual for whose benefit the account

is maintained:;
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®{B} the oxganization providing assistance to the
individual under section 733{h} of the Individual

Account Demonstration ACt: and

*{C) the Administrator of the Community Develop~-
ment Bank and Financial Institutions Fund.".

{b} CONTRIBUTION NOT SUBJECT TO THE GIFT TAX.~—Section 2503
©f the Internal Revenue %ode ef 1986 (26 U.8.C., 2503} (relating
to taxable gifts) is amended by adding at the end thereof the
following new subsection:

" (h) INDIVIDUAL DEVELOPMENT ACCOUNTS.-—Any contribution
made by an individu£1 to an individual development account
described in section 829{¢} (2) shall not be treated as a
transfer of propert? by gift for purposes of this chapter.®,
(c) TAX ON PROHIBITED TRANSACTIONS.--Zection 49735 of -the

Internal Revenue Code of 1986 (26 U.S.{. 4378} {relating to
prohibitad transactians};is anende@m—-

{1) by adding at the end of subsection (¢} the follow-
ing new paragraph: \

2{4} SPEC&&L RULE TOR IRDIVIDUAL DEVELOPMENT AU~

COUNTS.—2An individual for whose benefit an individual

development ac;oa%t is established and any contributor

to such account shall be exempt frow tax ilmposed by
this section with respect to any transaction concerning

such account (which would otherwise be taxakle 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) (A) to such account.";
and
(2} in subsection (e) {1}, by inserting ", an individual
development account described in section 529(c) (2)" after

"gsection 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 té failure to provide reports on individu-
al 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-
ing new sentence: "fhe 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 556 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.——Sectién 152(b) of the Internal Révenue Code of 1986
(26 U.S.C. 152(b)) (relating to definition of dependent) is

amended by adding at the end the following new paragraph:

{
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"(6) A distribution froﬁ an individual developnment
account described in section 529{c}){2) used exclusively to
pay qualified expenses described in section 52%{(c) {1} of the
individual for whasé_benefiﬁ the account is established
shall not be taken into account in determining support for
such individual for'purposes of this section.®,
ff) CLERICAL AMENDHMENTS .~ ‘

{1} The table of parts for subchapter F of chapter
1 of such Code is amended by inserting at the end the
following new item:

Hpgre VIIL, tradividust 5gw§tapwenx povounts. ¥ .

{2) The table of sections for subchapter B of chapter
68 of such Code ls amended by amending the item relating t?
section 6653 to read as follows:

e, 569%, Feilure to provide reports on indivicual development sccounts or emmuities

s on individusl devetopment sccounts. ™,

{g) EFFECTIVE DATE.~~The anmendments made by this section
shall apply to contributions made after tﬁe enactment of the Act.
TITLE VIII - SELF EMPLOYMENT/MICROENTERPRISE DEMONSTRATIONS
BEC, BOl. DEMONSTRATION é&ﬁﬁ%&ﬁ TO PROVIDE SELF~EMPLOYMENT OPPOR-

TUNITIES T0 ﬁE&F&RE RECIPIENTS AND LOW-INCOME INDIVIDU-
ALS. ?
{a} IN az&zx&a.wwmhé Secretary of Health and Human Services

{hereinafter Iin this section referred to as the "Secretary') and
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the Administrator of the Small) Business Administration (hereinaf-
ter in this section referred to as the "Administrater"), shall
jointly develop a self-employment/microenterprise demonstration
program for at least five years in length that will build on the
experience of miaroent&gyriga and self-employment programns
previcusly carried out &y the Federal Government and other‘
entities. The program shall be designed~-

{1} to identify regulatory and other barriers that prevent
welfare recipients and low-income inﬁivid&als from increas-
ing self-gufficiency through self-employment and microenter~
prise development, angd t% identify and test effective means
to eliminate such barriers:

{2} to develop and evaluate promising progran 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 se1f~5uffiéienay through self-employment and

‘microenterprise devglmpment and (B) reduce Federal spending
on transfer payments and services to welfare recipients and
low-income individuals; and |

{3) to damonshraté the potential for éépanding the capaci~
ty of local organizations to provide services, technical

1

assistance and loans which help welfare recipients and low-

i
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incore individuals start or expand self-employment or

microenterprises,

{b} USE OF zx%&&xsﬁzaxzaa.w~wa carry out such program, the
Secretary and Administrator shall jointly enter into agreements
with local intermediaries that--

(1) apply to participate in such program, and
{2) denmonstrate that they are capable of implementing the
provisions of the agreement.

{c) FROGRAM DESIGN.~~In order to facilitate a randomized
avaluation, as provided for in subsection (1)(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 consult with appropriate parties, such ag--

(1} state and 1&&#1 agencies and private, nonprofit
organizations with experience in administering self-
employment progragms that serve low-income individuals; and

{2}, other persons with recognized expertise in conducting
randomized evaluations of self-employment programs or other

related progranme.
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{d) ABSISTANCE TO INTERMEDIARLES ,ww

(1) IN GENERAL.~--To carry out the program, the Secretary
and Administrator méy provide the following assistance to
intermediaries selected to participate in the program--

(A} grants fSr providing technical a&sisténce to
eligible individuals, for operating costs and for casts:
associated wité participating in the evaluation
provided for in subsection {i} (1} 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 COF ASSISTANCE.--Assistance awarded
pursuant to this section may fully fund project pericds 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
agreerent it enters into with the Secretary and
Administrator.

{2} SELECTICQN OF INTERMEDIARIES.-~

4
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{1) IN GENERAL.~~In determining whether to enter into an
agreement with an intermediary under this section, the
Secretary and Admin%atratmr shall take into consideration--

{A) the int&fmadiary'a record of success in serving
low-incone individuals:

{B) the int&éma&iary‘s record of success in prmvi&ingv
technical assistance or loans to low-income individuals
for the gar@agé of self-employment;

{(C) the nature, types, and.costs of technical
assistance and}ur lending methods the intermediary will
employ in serving the target populaticon;

{D} the intefmadiary's ability to obtain matching
funds from priﬁate 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 Adminlstrator 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 program models deaonatrate
promising, innovative strategies that could not readily be

evaluated by a randomized experimental design.

¥
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(£) 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.

with

(g) PROVISIONS OF AGREEMENTS.--Any agreement entered into
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
6pportunities and b%sic‘skills training program (as provided
for under part F of title IV of the Social Security Act)
{(hereinafter in thi? section referred to as the "JOBS"
programs) and the Work Program (as provided for part G under
title IV of such AcL) 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

evaluator(s) selected pursuant to subsection (i) below; and
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{4) the intermedi;ry will meet any other obligations
regquired by the sécéatary aﬁ& Administrator, including any
fund matching requirements.

(h) PROGRAM ADMINISTRATION.=-

(1} IN GENERAL.--The Secretary and Administrator &h&ii
enteay into a memorandum of understanding for the jeoint
administration of the demonstration proegrams provided for by
this section. The designation of intermediaries to
participate in the ércgram shall be completed 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 agencies that may further eliminate barriers to
self-employment and legitimize microenterprise developnent
by low-income individuals and welfare recipients,

(i) EVALUATION AND REPORT.=~-

(1) IN GENERAL.-~The Secrstary, in consultation with the
Administratoer, shall, conduect or provide for an evaluation of
the effectiveness of the demonstration progran provided for

in subsection () above and shall yr&?are and subnit t¢ the
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President and Congress a preliminary report of the
evaluation no zateé than three years following the
designation of intermediaries and a final report no later
than seven years following such designation, together with
such recommanﬁaﬁians, ineluding r&aommgndaticns for
legislation, as the Secretary and Administrator deen
appropriate., Such evaluation shall be based on an
experimental de&igaiwith random assignment between a
treatment group and’ a control group. In designing the
evaluation, the Secretary shall conglider testing for~-

{a) greater self-sufficiency as measured by
employment and self~employment rates, amount of earned
inconme, pavart% rates, and exit angd recidivism rates
for Aid to Fa&%lies with Dependent Children
{hereinafter in this section referred to as YAFDCY) ,
Food Stamps and other public assistance programs:

(B) reduced costs of public mupport as measured by
changes in overall suppert payments for items such as
income maintenance, food, child care, health care,
housing, dob training and other benefits;

{C} number of businesses and jobs created, number of
loans to welfare recipients and low~income individuals,
repaynent rates for leans, and business performance

after welfare or other pubklic assistance ends;
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(D)} the r&la?ive effectiveness, cost~to~benefit
ratio, and d&giea of financial sslf-sufficiency of the
different program models employed by tg& intermediaries
participating in the demonstration program:

(E) the program's impact and effectiveness in serving
participants in a time-limited welfare system, 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
microenterprise] in helping welfare recipients and low-
income individuals in both the control and treatment
groups becone sgifwamplayed.

(2) EVALUATION OF ADDITIONAL PROGRAMS.--The Secretary, in
consultation with th§ Administrator, shall also conduct or
provide for an independent evaluation of the effectiveness
of any program models selected pursuant to subsection {e) (2}
above and shall prepare and submit £0 the President and
Congress a preliminary report of the evaluation no later
than three years following the designation of
intermediaries, and a final report noe later than five years

following such designation, together with such
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recommendations, including recommendations for legislation,
as the Secretary 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 barrierz that prevzni walfare reciplents and lowe

incope individuals from beconing self-sufficient
through self-employment and nmicroenterprise
developnent.

{4) REQUIRED INFORMATION.--The Secretary may require each
intermediary selected pursuant to this section te provide
the Secretary with such information as the Secretary
determines isAnaaeégary to carryving out the duties of this
subsection.

{5} EARLY AND REGULAR INFORMATION SHARING WITH
INTERMEDIARIES . ~~The Secretary, in consultation with the
Administrator, shall provide early and reqular feadback and
summaries to intermediaries selected to participate pursuant
to this section of the progress of the evaluation, the data
collected durinq the evaluation, prelininary findings and
such other information as the Secretary deems appropriate.
The Secretary shall provide such feedback and summaries at

least once & year for the life of the demonstration.
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(3} AUTHORIZATION OF APPROPRIATIONS.--To carry out the
purposes of this ssction there are authorized to be appropriated
to the Secretary and Administrator--
(1} $4,000,000 for fiscal year 1997,
(2} §8,000,000 for each of fiscal years 1958,
1998, 2000, and 20001, and
(3) $4,000,000 for fiscal year 2002,
(k) DEFINITIONS.--For the purposes of this sectionwe

(1} the term "intermediary® means an organization,
partnership, or consortium of organizations that acts as a
lender and/or as a technical assistance provider to
individuals who wish to start or expand a microenterprise;

{2) the term "low~income individual" means an individual
whose income level does not exceed 130 percent of the
cfficiai povarty lihe 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 $15,000;

{4) the term "tachnical assistance® as it i&lgtax to
assisting a aalf&r&fr&aipient or low-income individual to
become self«enploved includes business iechnimal assistance,
entrepreneurial training, and/or perscnal development

seyvices; and
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{5) the term "welfare recipient® means a participant in a
time~limited welfare program whe is eligible for the JOBS or

Work program or a person who is receiving assistance from
]

AFDC.

P
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Welfare Reform Laghiintive Bpacifioations May 24, 1994

PREVENT TEEN PREGNANCY
AND PROMOTE PARENTAL RESPONSIBILITY

A, NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE

There are numerous Federal programs that address the issue of teen pregnancy prevention, including
repeat pregnancies. Some focus specifically on teen pregnancy, but given that the multiple problems
adolescents face are often interrelated, the specific problems thas other programs emphasize fe.g.,
. substance abuse, school drop-out) are also related to adolescent pregnancy prevention. Current
Jederal efforts include HHS's family planning grants, maternal and child health programs, adolescens
health programs, runaway and homeless youth programs, and alcohol and substance abuse prevention
programs. Department of Education efforts include drug-free schools and communities programs, and
postsecondary education owtreach and student suppori services programs, and the Department of
Labor efforts include New Chance, Youth Fair Chance, JTPA programs, and the Young Unwed
Fathers Project. There are also programs in the Departments of Housing and Urban Development,
Agriculture, Justice, Interior and Defense.

Vision

We must address the issue of raising births to unmarried teens. There will be a national campaign to
help reduce the number of unmarried teenagers who become pregnant and parents. This campaign
will also take into account the myriad of risky behaviors that 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 births to unmarried teens over the past generation has raised the issue of teen pregnancy

to national significance. The number of births to unwed teen mothers increased from 92,000 in 1960
to 368,000 in 1991. Cases headed by unwed mothers (teen and older) accounted for about four-fifths
of the growth of 1.1 million in the welfare rolls over the past ten years, from 3.86 million families in
1983 to 4.97 families in 1993.

Adolescents who bring children into the world face a very difficult time getting themselves out of
poverty, while young people who graduate from high school and defer childbearing until they are
mature, married and able to support their offspring are far more likely to get ahead. Both parents
bear responsibility for providing emotional and material support, The overwhelming majority of
teenagers who bring children into the world are not yet equipped to handle this fundamental
obligation. They are often not equipped to handle peer pressures and the risk of other activities
leading to negative consequences, such as substance abuse, delinguency and violence.

The non-legisiative aspects of this campaign are a national mobilization that pulls together business,
national and community voluntary organizations, religious institutions, schools, and the media behind
a shared and urgent challenge directed by the Presideni; the announcement of national goals to define
the mission and to guide the work of the national campaign, and the establishment of a privately
Junded non-profit, non-partisan entity committed to the goals and mission of the national campaign.
These are the essential building-blocks of a comprehensive campaign for youth balancing opportunity

2
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and responsibility across the full range of Administration youth initiarives, including Goals 2000,
School-10-Work, Navional Service, the preventive health provisions under the Heolth Security Act, the
aper-school and jobs programs inclided in the prevention package in the Crime Bill, as well as the
prevention strigegles proposed below as part of welfare reform.

There are mwo legislative aspects of this initigtive. The first, addressed below, i3 a Teen Pregnancy
Prevention Mobilizetion Gramt Program where gbout 1,000 schools and communiry-based programs
would be provided flexible grants, averaging $100,000 each, can implement teen pregnancy
prevention strategies with records of promising resulis, Funding would be targeted to schools with
the highest concentration of middle and high school age youwth ar-risk. The goal would be 10 work
With youth as early as age 10 and establish continuous contact and invelverment through graduation
Jrom kigh school. To ensure quality and establish a visible and effective presence, these programs
will be supervised by professional staff and, where Jeasible, be supported by a team of national
service participants provided by the Corporation for National and Communiry Service, The second,
described in number 2 below, s o comprehensive services demonsiration approach to enkance our
learning from prevention epproaches. ’

Specificati

{3} A separate authority under the Title XX of the Social Sacurity Act would be establishad for
grants 10 promote the development, vperation, expansion, and improvement of school-based
and -tinked adolescent pregnancy prevention programs io areas where there are high poverty
rates or high rates of nnmarried adolescent births.

b} The approved applicant shall be entitied to payment of at least $50,000 and not 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
pregram. The grant must be ¢xpended in that fiscal year it is awarded or the succeeding
fiscal year. At least a 20 percent non-Federal, 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
pver the length of the grant.

{x} The grants will be jointly awarded by HRS, Education, and the Corporation for National and
Community Service, in consultation with other Federal departments and agencies, The
administration of the program could be delegated 1o another Federal entity, such as the
preposed Qunce of Prevention Council,

) Eligible grantees are a partnership that includes a local education agency, acting on behalf of
ope or more schools, and one or more community-based organizations, institations of higher
education, or public or private for-profit or nonprofit sgencies or organizations. Existing
successful programs—including those now operated by national voluntary organizations—would
be encouraged 1o apply for funds to expasd and upgrade their services. Gramtees would have
to be located in a school attendance area where either {1) at teagt 75 percent of the children
are from low-income families as defined under part A of title | of the Elementary and
Secondary Education Act of 1965, (2 2 significant number of children receiving AFDC, or
{3) there iz a high unmarried adolescent birth rate, Geographic distribution, including urban
ang rural disteibution, would be taken into account in selection of grantees.

{e} Grantees would, based on local needs, design and implement promising programs to preve:zé
teen pregnancy through a variety of approaches. Grantees would be given a great deal of
flexibility in designing their program. However, core components at each site must include:
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L4 Curriculum and coungeling designed w0 reach young people that address the full range
of consequences of premature sexual behavior and teen pregnancy. Existing models
of best practices suggest that these sducational activities should focus on developing
the psychology and character required for responsible behavior as well & on
expanding coguitive knowiedge.

. Activities designed 10 develop sustained relationships with caring adults, Group
coaching, individual mentoring, and 2 range of activities after-school, on weekends,
and in the summer could be included. Such activities could also inchude community
service by the youth themselves.

Te ensure quadity, programs would be coordinated by one or more professional staff. The
programs, where feasible, would also utilize national service partizipants to engage students,
parents, families, and the community in organized efforts to reduce risk-taking behaviors that
may lead to adolescent pregnancy, including the delivery of services and in the coordination
of during- or after-school 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 allowad to expand on these core components, including conducting activities as
part of another youth development program.

Grantees would be asked 1o submit an application. The primary aspect of the application
witld be s plan which describes (a) the measurable goals the applicant wants to achieve and
bow they intend to measure progress in achieving the goals; {b} curriculum and counseling
and sustained adult relationships components of the program, as well ag any additional
components, and how they intend o implement them; {¢) bow national service participants
will be an integral part of the pmgtm, where feasible; and {d) how local needs will be
addressed,

They would also be asked to provide other assurances, including.

* How the services provided are based on research on effective approaches to reducing
teen pregnancy. Other risk-taking behaviors correlated with teen pregnancy should be
included.

. How both male and famale teens and, whete possible, out-of-schod! teens will be
served,

. How vach program would work with middle and/or high schoo! age youth {ages 10
through 19} 1o establish wnzmuous contact and involvement through graduation from
hlgh school.

. How school staff, parents, community organizations, and the teens to be served have
been and will be included in the development of the application as well a8 the

planning and implementation of the program.

L Evidence of ongoing commitment with other community institutions, such as
churches, vouth 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 local programs, and private activities, and how the applicants resources and
services are finked and coordinated.

. How the program plans w0 continue operation following completion of the grant
period.

* How funds will not suppiam Federal, Stats, or Jocal funds,

A grantee would be given priority if their non-Federal resources are significantly in excess of
the 20 percent required or there is an increasing ratio of non-Federal resources over the length

of the grant, and if they participate in other Federal and non-Federal programs.

The Secretary may terminate a grant before the end of the S-year period if the Secretary
determines, after providing training or technical assistance, that the grantee conducting the
project has failed 10 carry out the project as described in the approved application,

Total funding for the program is $300 million over five years. $20 million in FY 1995, $40
million in FY 1996, $60 mijlion in FY 1997, $80 miliicn in FY 1998 and $100 million in FY
1999 and each subsequent fiscal year, Up to ten percent of the funding will be set-aside for
the evalvation, training, and technical assistance as well as for establishment of 3 National
Clearinghouse on Teen Pregnancy {see j. and k., below). Since this program and the
Clearinghouse is authorized through Titte XX of the Social Security Act, any fumds oot
expended is 4 fiscal year shall be redirected to the Title XX Social Services Block Gramt
Program. ‘

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 1o the grantees,

A Natianal Clearinghouse on Teen Pregnancy Prevention would be established to provide
communities and schools with teen pregnancy prevention programs with curriculs, modals,
materials, training and technical assistance, This could be an existing clearinghouse, M will
establish an information exchange and network of promising models and rigorous evaluations,

The Clearinghouse would be & sational center for the collection and dissemination of
programmatic information and technical assiztance that relates to teen pregnancy prevention
programs. It will also ook at the state of teen pregnancy prevention program development,
including information on the most effective models. 1t would develop and sponsor training
institutes and curricula for teen pregnancy prevention program staff, and develop networks of
for sharing and disseminating information. The Clearinghouse couid also conduct evaluations
of teen pregnancy prevention programs (a0t limitex to the grants provided in this bill),

There are demonstration authorities that exist fo serve youth in particidar areas, but most are not a5
comprehensive as the demonstrasions described &e{aw in the scope of services for ail youth and are
not @ sararation model.
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Early unwed child-bearing and other problem behaviors are tierrelated and strongly influenced by
the general life-experiences associated with poverty. Changing the clrcwmstances in which people five
and consequently how they view themselves Is needed to change the decisions young people make in
regard to their lives.

For any effort which hopes to have results that are large enough 10 be meaningful, attention must be
made to circumstances in which yowh grow up. It should address a wide spectrum of areas
associared with yowk living in a healthy community: economic opportunity, safety, health, and
education,

Particular emphasis must be paid to the preversion of adolescent pregnancy before marriage,
Programs that combine these vlements have shown the most promise, especially for adolescenis who
are motivated 1o avoid pregrnancy urgil they are married. However, for those populations where
adolescent pregnancy is a symptom of deeper problems, sex education and contraceptive services
alone will be inadequate; they must be part of a much wider spectruam of services.

Imrerventions need 1o enhance educarion, link education to health and other services, help stabilize
compnunities and families in trouble.  This would provide a sense of rationality and order in which
youwth can develop, make decisions, place trust in individuals and institutions serving them, and have
a reasonable expecration of a long, safe, and productive life.

Comprehensive Demonstration Grangs for Youth in High-Risk Compumities of sufficient size or
“erivical mass” to significantly improve the day o day experiences, decisions and behaviors of youth
are proposed. Services would be non-categorical, integrated and delivered with a personal
dimsension. They would follow 2 "vouth development™ model and would seek to assist communities as
well ax direcrly suppor: youth and families. These demonsirations would be coordinated with other
Administration activities, such as the prevention components of the Crime bill, and would be part of

an overall community strategy for youth.

(a) A separate authority under the Title XX of the Social Security Act would be established
whereby a designated number of neighborhood sites chosen by the Secretary, in consultation
with the Secretaries of Education, HUD, Justice, and Labor, would be entitled to a
demonstration grant to aducate and support school-age youth {youth ages 10 through 21y in ~
high risk situations and their family members through comprehensive social and health
services, with an emphasis on pregnancy prevention.

&) Funding and services provided under this program do not have to achieve this goal of ‘
comprehensiveness in and of themselves, 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 comprehensive integratod services to youth,

{c) Up to seven community sites would be entitled to $98 million over § years (up to $3.6 million
per site). Grantees would be requirad to provide a 10 percent, in cash or in-kind, match of
the Federal funding, Priority would be given 1o those with a higher match or an increasing
ratio of pon-Federal resources over the fength of the grant, This could include in-kind
contributions, Since this program is authorized through Title XX of the Social Security Act,
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any funds not expended in a fiscal year shall be redirected to the Title XX Social Services
Block Grant Program.

The activities authorized nnder the demonstration would be focused on four broad areas;
grantees would be given great flexibility to design programs within these areas:

i Health sducation and secess designed to promote physical and mental well-being
and personal responsibility. These include schiool health services, health education,
family planning services, subistance abuse prevention seérvices and referral for treat-
ment, life skills training, and decision-making skills training.

i) Educations} and employability development services designed to promote
esducationn! advancement that lead to a high school diploma or its equivalent and
opportunities for high skill, hgh wage job atialoment and productive o
eaployment, to establish a lifelong commitment {o learning and achievement, and
to increase sell«confidence. . Activities could include, but are not limited to, academic
tutoring, Hteracy (raining, drop-out prevention programs, career and coliege
counseling, memoring programs, job skills training, apprenticeships, and part-time’
paid work opportunities.

(iil}  Social support services designed to provide youth with a stable environment,
continuous comart with adults, and encouragement to participate in safe and
productive activities. Services could include, but are not limited 16, cultural, recre-
ational and sports activities, leadership development, peer counseling and crisis
intervention, mentoring programs, parenting skills training, and family counseling,

(v}  Community sctivities designed to improve community stahility, and (o encourage
youth to participate in community service and establish a stake in the community.
Activities could include, but are ot fimited to, community policing, community
service programs, coOmmuRity activities in partnership with less distressed
communities, local media campaigas, and establishment of community advisory
councils with youth representation.

Sites would have to meet the following characteristics, and any others determined by the

Secretary of Health and Human Services, in consultation with the Secretaries of Education,

HUD, Justice, and Labor. i

() Geographic - Communities must identify the neighborbood or neighborboods they
will target. Smaller, more forused boundaries than those required in Empowerment
Zones ar Youth Fair Chance will be used in order 1o develop 4 "eritical mass” of
services to meet the above goals. Each neighborhood must have an identifiable
boundary and must be considered a neighborhood by its residents.

(iiy  Population -- Each community or group of communities bave populations of approxi-
mately 20,000 to 35,000 people.

(iii)  Poverty - The entire area must bave a poverty rate of at least 20%, with 50% of the
ares having a rate of at least 35% and 90% of the area baving a rate of at least 25%,
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{f Local governments {or units of local governroents) and focal public and private von-profit
ofganizations couid spply. Appiicans would be required to supply evidence of comprehen-
sive commitment 1o the project and collaboration between the community and the city and
State (such as local schoo! to work partnerships). The applicant must involve multiple
elements {e.g., government, schools, churches, businesses) of the community and the State in
the planning and implemsntation of the demonstration program. Applicants must demonstrate
(1) ability o manage this major effort, (2) resources for obtaining datz and maintaining
accurate records, (3) how they will coordinate with other with other programs serving the
same population, and (4) assurances that the funding provided through this program will not
be used to supplant Federal funds for services and activities which promole the purposes of
this program. 2
&) Appiicants must define the goals intended to be accomplished vnder the project, They must
also describe the methods to be used in measuring progress toward accomplishment of the
goals and outcomes 1o be measurad.  Outcomes t0 be measured would include, but are not
Iimited to, unmarried birth rates, high school graduation rates, college attendance rates, rates
of alcohol and other drug use and violence reduction.
{h) The Department will support rigorous svaloations of all demoastrations. The Federal
government will also provide technical assistance to applicants throughout the life of the
demonstration. These activities will be coordinated with the National Clearinghouse on Teen
Pregnancy Prevention. $10 million would be provided for these activities.
{i} The Secretary may terminate a grant before the end of the S-year periad if the Secretary
determines that the grantee conducting the project has failed to carry out the project as
described in the approved application.

B. RESPONSIBILITIES OF SCilOObAGE PARENTS RECEIVING CASH ASSISTANCE

Under Secrion €02(aj{43) of the Soclal Security Act, States have the option of reguiring minors fthose
under the age of 18} to reside in their parents’ household, or a legal guardian or nther adult relative,
or reside in a joster home, masernity home or other adult supervised supportive living arrangement
(with certain exceptions). Delaware, Maine, Michigan, Viegin Islands, and Puerto Rico have
included this in their State plan.

Visi

By definition, minor mathers are children.- Generally, we believe thoi children should be subject to
adult supervision. This proposal would reguire minor mothers to live in an enviromment where they
can recelve the support and giddance they need. At the same time, the clroumstances of each
individual minor will be taken into acceunt in making decisions about fiving arrangements.

Specificati
{a) All States would require minor mothers ta reside in their parents” household, with a legal

guardian or other adult relative, with certain exceptions as described below. This is the same
as current law, except that sow the pwvisian would be a requirement,
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As in current law, when a minor mother lives with her parent(s), the pareni{s}’ income is
taken into ascount in determining the benefit. 1f the minor mother lives with another
responsibie adult, the responsible alult’s income is 1ot taken into account, Child suppont
would be sought in all cases,

A minor parem is an individual who (i) is under the age of 18, {ii) bas pever been married,
and (Hil} is either the natural parent of # dependem child living in the same housshold or
eligible for assistance paid under the State plan (o 8 pregnant woman. This is the same
definition 2s current law,

The following exceptions {now in current law) to living with a parent or legal guardian witl
be maintained:

0

(it)

(i1}

(iv}

)

individual has no parent or legal guardian of his or her own who is living and whose
whereabouts are known;

no living parent or legal guardian of such individual allows the individual to live in
the home of such parent or guardian;

the State agency determines that the physical or amotional health or safaty of the
individual or dependent child would be jeopardized if the individual and dependent
chiid lived in the same residence with the individual's own parent or legal guardian;

individual lived apart from his or her own parent or lega! guardian for & period of at
least one year before either the binth of any dependent chiid or the individual having
made application for aid to families with dependent children under the plan; or

the State agency otherwise determines (in accordance with regulations issued by the
Secretary) that there is good cause for waiving the requirement. (In those States that
Kave this policy, the following are examsples of what they determine to be good cause
exceptions: the home is the scene of illegal activity; returning home would result in
overcrowding, vielation of the terms of the lease, ot violation of local heaith and
safety standards; the minor parant is actively participating in 8 substance abuse
program which would no longer be available if she returned home; no parent or lega
guardian lives in the State.)

Current law is maintained regzzdmg the determination of 2 minor mother’s resideacy status
must be made within the 43 days that ali eligibility determinations are made.

If the State determines the minor should not live with a parent, legal guardian or other adult
relative, the minor must be assisted in obtaining an appropriate supportive alternative to living
independently (or the State may determine that the individual's current Hving arranpement is
appropriate). {The types of living arrangements that States now use or are considering include
fiving with an aduit relative, 3 licensed foster home, in a group home for pregnant teens or
teen parents, and in an approved congregate housing facility,) If no sppropriate sefting is
found the State must grant eligibility, but must utilize case managers to provide support for
the minor,
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£} ‘The State would use the case management for teen parent provision (see #2 below) 10 make
the determinations required under this provision. Ax described in the next proposal, these
case managers would be trained appropriately and bave reasonable caseloads. Determinations
wiuld be made after & full assessment of the situation, including taking into account the peeds
and conceras expressed by the minor.

Currently, families on welfare receive addirional support because thelr AFDC benefits increase
automatically 1o include the needs of an additional child.

Visi

The welfare sysiem should reinforce parental resporsibility by keeping AFDT bengfits constant when a
chitd is conceived while the parent is on welfare. The message of responsibility woild be further
strengthened by providing the family an opportunity to earn beck what they lost.

Suesificati

{a) Allow States the option of keeping AFDC benefits constant when a ¢hild is conceived while
the parent is on welfare. Ip order 10 exercise this option, the State must desnonstrate that
family planning services under 402(z}{(15) are availsble and provided to all recipients,

)] Under this option, if 2 parent has an additiona! child, the State must disregard an amount of
income equal to any increase in aid that would bave been paid a8 2 result of the additional
child. Types of income to be disregarded include:

) ¢hild support;
(it} earned income; of
(i)  any other soyrce that the Stata develops and is approved by the Secretary.

{c) Provision will not be applied in the case of rape or in any other cases tha: the State agency
finds would violate the standards of fairness and good conscience.

Secvion 482(bj(3} of the Social Security Act aliows States to provide case menagement to all those
participaring in the JOBS program.

Visi

Frequently, it is nudtiple problems that lead )@wﬁ 2o the welfare sysiem. Their complex needs often
stand in the way of their meering educational requirements and other resporsibilitics. Remwving
these barriers to self-sufficiency can inwlve the confusing and difficult process of accessing muitiple
service systems.  This proposal would provide every téen with & case marager who would help them
navigate these systems and hold them accountable for their responstbifities and requirements.

10
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Soecifications

(a) Reguire States to provide case management services 1o ail custodial teen parents receiving
AFDC under age 20. States still have the option to serve all older teens.

b) Case management services to teen parents will include, but is not limited to:

'ty assisting recipients in gaining access to services, including, at 8 minimum, family
- planning, parenting education, and educational or vocational training services;

{ii}  determining the best living situation for a minor parent taking into account the needs
and concerns expressed by the minor (see #1 above);

{iil)  monitoring and enfuwmg program participation requirements (including sanctions and
incentives where appropriate); and

{iv}  providing ongoing genemi guidanze, encoursgement and support.
{v) States must in their plans describe how they will meet these requirements.

< Case managers must receive adequate training in the social service and youth development
field, and States should ke into account recommendations by appropriate professional

organizations to carry this oul, Also, the ratio of case managers 1o ¢lients must be
sufficiently small @ adequately serve and protect teen parents and their children,

Under Section 402(aj(19) of the Social Security Act, reen custodial parents are reguired 1o partivipate
in the JOBS program uniess they are under 16 years of age, attending school full-tfime, or are in the
last seven months of pregnancy. Participation in the JOBS program imvolves an gssessmens of the
individual, and an agreement specifying what support services the State will provide and what
obligations the recipient has. For those who have not obtained a high school diploma or @ GED,
antendance g school can serve as their JOBS assignmens. Participation in the JOBS program is
contingent on the existence of such a program in the geographic vicinity of the recipients’ residence.

In oddition, under o Section 1115 walver, States can implement programs which utilize incentives or
sanctions 10 encowrage or reguire teen parents on AFDC to continue their education. Two examples
of a State having done or planning to do this are the Learning, Earning, and Parenting Program
{LEAFP} in Ohio and Cal Learn in California, which Is in the process of being implemented, LEAP
and Cal Learn are mundatory for all pregnant and custodlal teen parenis who are receiving AFDC
and who do not kave o high school diploma or GED. Under both LEAP and Cal Learn program
rules, all eligible teens are required 1w enroll (or remain enrolled) In and regularly anend a school or
education progrom lrading to a high school diploma or GED. These two Initlarives apply only 10
teens who are case heads. Other Staaes have obtained waivers to implement programs wsing sanctions
o Influence dependents 10 continue their edw:azzoa This may become reievant if nidnor mothers are
not perminted to be costheods. .

i

i
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Teenage mothers face substantial obstacles to achieving self-sufficiency. Eighty percent of teen
muthers drop owt of high school and only 56 percent ever graduate. Their earning abilities are
timited by lack of education and job skdlis. Teen parents are qfien not well prepared in the orea of
parening.  This proposal provide States with a mechanism 1o willze creative approaches for
eacouraging and supporting youth in both their educational ond parenting endegvors.

Specilications

£

(b}

H .
Provide States the option 1o use monstary incentives {which must be combined with sanctions}
as inducement for pregnant teens and teen custodial parents who are receiving AFDC and who
do not have a high school diploma or GED 1o earoll (or remain enrolled) in and regularly
attend a school or education program leading to 2 high school diploma or GED, or a program
leading to a recognized degree or skills centificate if the State determings this is most
appropriate for a recipient. States may also choose to provide incentives for participation in
parenting education activities. This option will operate as part of the new JOBS program, and
the rules pertaining 1o JOBS will apply unless i is specifically stated otherwise,

Each State plan must clearly define the following —~

& Inoentives. States must define by how much benefits witl be increased and what kinds of
achievements will be rewarded.

Exampiles of incentives chosen b_y Ohio and Cafifornia are as foliows:

In Ohio’s LEAP, teens who ;zréviéa evidence of school enroliment receive a bonus payment
of $62. They then receive an additional $62 in their welfare check for each month in which
they meet the program’s sttendance requirements. For teens in a regular high school, this
means being absent no more than four times in the month, with two or fewer unexcusad
shsences, Differsnt attendance standards apply to part-time programs, such as Aduit Basic
Education (ABE) programs providing GED preparation asgistance, but the same financiaf
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 afler the Cal Learn participant teceives a report
card with a "C" average or better. For graduvating high school {or its equivalent), these teens
will have their granis increased on a one time basis by $500.

® Sanciions, Sanctions under the revised JOBS program would apply uniess the State
proposes aiternative sanctions, to be approved by the Secretary, which the State believes
better achieves their objectives.

Examples of sanctions chosen by Ohio and Califoraia are as follows:

In LEAP, teens who do not atiend an initial assessment interview {which comanences
participation in LEAP) or fail 10 enrsll in school have $62 deducted from their grant (i.e., the
feens are "sanctioned™} each momik until they comply with program rules. Similarly, enrolied
teens are sanctioned by $62 for each mounth that they exceed the allowed number of unexcused
absences, Teens who exceed the allowed numbsr of total absences, but do not exceed the
allowed puraber of unexcused absences receive neither 3 bonus nor a sanction,

; 12
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In the Cal Learn program, teens who do not receive at least a *D" average or who do not
submit his/her report card will have the assistance unit grant reduced over a two month period
by the lesser of $50 or the amount of the grant. This will result in a sanction of not more
than $100. Included in the sanctions will be teens that do not present their report cards
because they have dropped out of school or were expetled.

o Coordination. A case manager {as describad in A.2) will assess #ach recipient’s needs and
arrange for appropriate services. States must describe the mechanism case managers and other
service providers will use o coordinate with schools,

o Eligibility, States mus! include castodial ween parents under 20 years of ags and pregnant
women under the age of 20, States may choose 10 include custodial pregnant teens and teen
parenis up to their 215t birthday.

o Exemptions. Exemptions from participation will be based op the same new guidelines
governing participation in JOBS Prep, JOBS and WORK, with two exceptions. First, teens
will only be able to defer participation for 3 months after giving birth. Also, a disability will
not allow a recipient to defer partic ipation in school, as schools are required o provide
students with disabilities appropmtg services. (See JOBS and WORK section of pmposa! for
more specific details.}

¥

® State-wideness. States can limit the geographic scope of this option.

& Information and Evaluation. States would be required to provide information at the
Secretary’s request and (o cooperate in any evaluation.
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MAKE WORK PAY
Bac) | and Visi

A crucial component of welfare reform that promotes work and independence is making work pay.

In 1992, 30 percent of female heads of families with children worked but the family remained poor.
Even full-time work can leave 2 family poor. Almost 11 percent of these fomale heads who worked
full-year/fall-time were poor, 1§ percent if they had childres under six years of age. Simultaneously,
the welfare system sets up a devastating array of barriers for people who receive assistance but want
to work, It penalizes those who work by taking away benefits dollar for dollar; it imposes arduous
reporting requirements for those with earnings but still eligible 1o receive assistance; and i prevents
saving for the future with 2 meager limit on assets.  Moveover, working poor families often lack
adequate health protection and face sizeable child care costs. Too often, parents may choose welfare
instead of work in order to ensure that their children have health insurance and receive child care. If
our goals are to encourage work and independence, to help families who are playing by the rules, and
to reduce both poverty and welfare use, then work must pay beiter than welfare.

Working family tax credits are 2 major component of making work pay. Last summer's expansion of
the Earned Income Tax Credit (EITC) was a significant step toward making it possible for low-wage
workers to support themselves and their families above poverty. When fully implemented, it will
have the effect of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with twe or
more children, Those families who are eligible for the maximurs credit in 1996 obtain, in effect, a
raise worth $1.62 per hour, assuming full-year/fuil-time work. Full utilization and periodic
digtribution will maximize the effect of this pay raise for the working poor,

Another essential component for making work pay is affordable, aceessible child care. In order for
families, especially single-parent families, to be able to work or prepare themselves for work, they
need dependable care for their children, In addition w ensuring ¢hild sire for participants in the
transitional assistance program and for those who transition off welfare, child care subsidies will be
made available to low-income working families who have never be¢n on weifare,

Another critical step toward making work pay is ensuring that all Americans have health insurance
coverage. Many recipients are trapped on welfare by their inability o find or keep jobs with health
benefits that provide the security they need. And too often, poot, non-working families on welfare
have better coverage than poor, working families. The President’s health care ceform plan will
provide universal health care coverage, ensuring that 5o one will have 10 choose welfare instead of
work to ensure that their children have health insurance. The EITC expansion, access to child care,
and health care reform will support workers as they leave welfare to maintain their independence and
selif-safficiency. ,

All regulatory provisions specified in this section shall be published within | year of enasctment
of this act, unless specified as otherwise,
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The Federal Gowernment currently subsidizes child care for low-income families through a nonber of
different programs. The programs kave different eligibility rules ond regulations, creating an
extramely complicated system that is hard for both providers and recipients to navigate. The major
existing programs include an entitlement to child care for AFDC recipients (itle IV-A); transitional
child care (TCC} falso an entitlement} for wp o @ year for peopie who have ieft welfare for work; a
capped ensitlement ($300 piillion} for those the Siate determines to be at-risk of AFDC receipt (Ar-
Risk); and the Child Care arnd Developmens Block Gram (CCDBG). There is also a disregard for
child care costs available to working AFDC recipients, While these multiple programs provide
wiluable support for child care, legistative chunges are needed 10 serengihen the welfare reform plea.

We gre ar this time making changes only in the IV-A programs, which will remain as separate
authorities. Any changes in the CCDBG will be mude during kis reawshorization in 1995.

Vision:

Child care is critical to the saccess of welfare reform. It Is essential to provide child care support for
parents recefving assistance who will de reguired 1o parricipate in education, training, and
employment. In addition, child care support for the working poor is also essential to "making work
pay” and to enable parents to remain in the workforce. Our goals are to increase child care funding
g0 thor families have the access to the child care that they need, to simplify the cdministration of
Federal child care programs to support the deveiopment of State child care svstems and to reduce the
likelihood that parents and children will have 1o change providers as they move from funding sream
fo funding stream, and 10 assure that children are cared for in healthy and sofe environmenss,

Rationale:

We gre proposing to increase significantly aveilable child care support by entitling to funding JORS
Prep and WORK program participants, as well a5 those in JOBS and eligible for Transitional Child
Care and by increasing the funding for child care for working poor families through the At-Risk Child
Care Program. To assure access to a variety of forms of child care, we would prohibir States from
lowering their Stase-wide limits and mandaie that States supplemens the disregard or provide a
second, direct paymens option to all parents. To improve consistency, we propose 10 have IV-A child
care programs follow the CUDBG requirements and atiow States 1o place all Federal child care
programs in one agency. Finally, (o increase supply and improve quality in order to ensure that
children are in healthy and safe environments, we propose to create a sei-aside in the IV-A program,
10 maxe lcensing and monitoring of IV-A child care programs allowable for relmbursement as an
udministrarive cost, to add g requirement that States must assure that chifdren do not have aeeess o
soxic substances and weapons, and to reguire thar all children must be immunized 1o meet the Public
Health Service Imnwdza:fon srandara‘s

We have selected the straiegy of using the CCDBG standards and adding two new standards because
we believe this wruly represents the minimal reguirements that can assure thar children are protecied.
Many States obviously agree since they are already using the same standards for IV-A child care and
CCDBG child care according ro their State plans. In all cases except immunizarion, Stases will
continue to establish their own standards; in the case of immunization, we do not believe requiremerns
should vary from State 1o Srate, Using the CCDRG standards for IV-A child care also strengthens the
parental choice requirements for those programs; we will assure the parenzal choice of providers,
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provide parents information on options for care and payment of child care, and establish a gystem for
paremal comploings,

{a) Change the State match for the At-Risk Child Care Program, Section 402} to that consistent
with the new, enhanced match in other IV.A programs. Change the amount specified for the
program (to be specified)—Section 403(11){2){(B). KRestrict eligibility to families not eligible for
other IV-A child care programs. Unused Ar-Risk funds will be realiocated to States that have
exceeded the required State match,

{a) Have the 1V-A child care funds flow (o the IV-A agency but give the States the explicit option
o contract to the CCDBG agaucy States would retain the flexibility to have more than one
agency involved, :

) The requirements for coordination, public involvement, and consultation in relationship to
development of the IV-A child care plan will follow the CCDBG statute.

{©) IV-A child care requirements wul be made consistent with CCDBG requirements in the
following areas: _
H
- unlimited parental access
- paremtal complaints ,
-~ parental choice .
- gonsumer educstion
~ establishment of bealth and safety requirements
~ campliance with State and local health and safety requirements
- yeduction in standards

~ Added 1o the health and safety standards section are:
- @ vequirement that the State must have requirements that gil children funded under these
authorities are immunized at levels specified by PHS. States will be given the flexibility 1o
exclude particular immunizations if they submit an scceptable justification to the Secretary.

~ & tequirement that the State must have 2 requirement to assure that no child bas access 1o
toxic and illegal substances or weapons in the child care senting.

) A requirément that the State will have to establish and periodically revise, by rule, a sliding
fee scales that provide cost sharing by the families that receive Federal assistance for child
care services. The fee scales will be the same for all programs (that used for CCDB(@}.

{e) There will be one requirement for State reporting 10 cover all programs, with core data
elements w be defined by the Secretary.
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The States will be given the option under the IV<A programs to extend hours and weeks of
care when reasonable to assure continuity of care for children and required participation of
their pareats in JOBS, WORK, and employment,

Information to Parents

States must provide child care information to parents (use CCDBG language, sdding
“{including options for care and payment).”)

Create 3 10% s2¢ aside in the Ar-Risk program for supply building and quality improvemants
using language in CCDBG Section 658 (G) as allowable activities and adding as an allowable
activity the expansion of the supply of care for infants and toddlers in low-income
communities (as defined by the States}).

Estabiish explicitly that Hoensing and monitoring of IV-A fundled child care providers is an
altowable administrative cost, limited by 2 formula established by the Secretary.

Bayment

Prohibit States from lowering their statewide limits below those in effect on January 1, 1994,

Retain the disregard, but mandate that States must offer working AFDC recipients the same
leved and forms of child care assistance as families in JOBS, TOC, and At-Risk Child Care.
To accomplish this, States may either offer families the choice of the disregard or 2 diret
payment for care or they may instead offer them a supplement to the disregard.

Chtild care is guaranteed for volunteers whose activities are approved as part of their
employability plan under JOBS regardless of the avaitability of JOBS funding for those
activities, i

4
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B. ' IMPROVING THE EITC

The earned income tax credit (EITC) is a refundable tax credit awailable to a low-income filer who
has earned income and whose adjusted gross income is below specified thresholds. Low income
workers can claim the EITC when filing their tax returns at the end of the year. In addition, workers
with children have the choice of obtaining a portion of the credit in advance through their employers,
and claiming the balance of the credit upon filing their income tax returns. The amount of the
advanced payment is calculated on the basis that taxpayers have only one qualifying child. The
annual advanced EITC payment cannot exceed 60 percent of the maximum full-year EITC for a family -
with one child. In 1994, the maximum advance payment would be $1,223 in 1994, relative to a '
maximum annual EITC of $2,038 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 of the EITC in advance does so by filing a form W-5 with
his or her employer. The employer is not required 1o verify employee's eligibility for the credit.
Employers may be penalized for failing to comply with an employee’s request for an advanced
payment. The employer calculates the advanced EITC payment to which an employee is entitled based
on the employee’s wages and filing status and adds the appropriate amount to the employee's
paycheck. The employer reduces its payment of employment and income taxes to the IRS by the
aggregate amoun? of advanced EITC paymems made during the period and reports this amount to the
IRS on form 941.

At the end of the year, the employer noaﬁes both the IRS and the employee of the actual amounts of
advanced credits paid to the employee by filling in a box on the form W-2. When filing their Income
tax return at the end of the year, an employee is required to report advance payments, if any, of the
EITC.

! i&igll .
The proposal would promote use of advance payment option of the Earned Income Tax Credit
(AEITC) by shifting the outreach and administrative burden from employers to selected public
agencies in those states which choose to exercise this option. For example, a States might choose to

« administer the AEITC through Food Stamp offices. States are not permitted to do this under current
statute.

Rationale

Few programs are as effective in reaching the eligible population as the EITC. Despite the successes
of the current program, the delivery of the EITC could be improved, particularly by enhancing the
probability that the EITC will be claimed in advance throughout the year rather than as a year-end
lump sum payment, In recent years, fewer than 1 percent of EITC claimants have received the credit
through advance payments in their paychecks, The reasons for the low utilization rate are not fully
known, though a recent GAO study found thar many low-income taxpayers were unaware they could
claim the credit in advance.
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There may be other barriers to participation in the advance payment option. The GAO study also
Jound that once informed, many workers siared that they would prefer to receive the EITC in a lump-
sum payment. While some workers may simply prefer the forced suvings aspect of receiving the credit
in a honp sum, others may feor their employer's reaction if they ask for a government wage
supplement 10 be added 1o their paycheck. Others may be fearfid of owing the government a large
sum of money ai the end of the year because they received 100 large an amounr in advance.

It is believed thar welfare recipients, in particidar, could benefit from receiving the credit ar more
regulur intervals throughowr the year. By receiving the credir as they eam wages, workers would
ohserve the direct link between work effort and the EITC.  Public agencies thot dedl directly with
welfare recipients are uniquely advantaged 1o ensure that the AETTC option Is used frequently and
appropriately. They could explain 10 recipients who are abowt to wansition from welfare 1o work how
the AEITC will increase their income stream, making work o more rational option.

Allowing states the option to provide advance payments of the ETTC through public agencies (e.g., the
offices which alsa provide food stamp benefits) could dramatically increase use of the AEITC amonyg
the working AFDC and ex-AFDC popudarions. A State could choose 10 targer information abous the
EITC to welfare recipients or other individuals fikely to become welfare recipients bt who are
currently cusside the workforce. Individuals could have the a choice of receiving the credii from a
neutral third-party, without fear of notifying their emplovers of their eligibitity for the EITC.
Moreover, they could receive assistance in determining appropriate ampunt of the EITC to claim in
advance. States would also howe the resources to verify eligibilizy for the credit bener then
employers, reducing the risk of erroneous payments being made 1o ineligible persons. This oprion
would also gliow for an evaluation of alternative delivery systems,

Soecificat .

{a} A State would bave the option 1o propose to the Secretary of the Treasury 2 demonstration
project pursuant to which advance payments of the EITC would be made 10 eligible residents
throlgh a State agency. Such agencies may include public assistance offices (AFDC and/or
Food Stamps), Employment Service Offices, State finance and revenue agencies, and so forth,
A state may choose only one agency 1o provide the advance credit,

{5)  Approval by the Secretary of the Treasury of a State’s proposal would be required in all
cases. The Secretary of the Treasury wonld consult with the Secretary of Health and Human
Services, the Secretary of Agriculture, and other Departmental Secretaries as appropriate if
the State proposal includes coordination of EITC paysaents and other Federal benefits.

{©) Where appropriate, States may include in their proposals coordination of advance payments of
the EITC and other federal benefits (such as food stamps) through electronic benefit
technology. .

) State plans would be required to specify how payment of the EITC would be administersd,
States must include a detailed explanation of bow eligibility for the credit would be -
determined and verified. States would also have to agree to provide recipients and the IRS
with annual information reports in a timely fashion {typically by January 31 of the foliowing
year) showing the amounts of the EITC paid in advance. In addition, states would agree to
provide the IRS with a listing by December {5t of the names, social sm:i’cy numbers, and the
amounts of advance payments received through October of sll persons who participated in the
state program at any time during the year {tiirough October). States which fatled to meet
these reporting reguirements would nat be allowed to continue participation in the program.
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States would be allowed (but not required) to hrovide oo an advanced basis up to 75 percent
of the maximum amount of the credit for which the taxpayer is eligible.

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.

Afier the processing of income tax returns and matching of returns with information reports,
the Secretary of the Treasury would be required to issue an annual report detailing 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 reported to the IRS and causing taxpayers to owe outstanding amounts to the IRS. .

States 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 effort had been made to recapture these amounts through normal 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.

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 participation 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.

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.

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
to the Secretary of DHHS;

(ii) that the selected States agree to share their findings and lessons with other interested
States in a manner to be described by the Secretary.

The total amount available under this provision is $1.4 million and no individual State can
receive a grant in excess of $500,000.

Unless otherwise extended by the Secretary, these demonstration programs shall not exceed
three years in duration.
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C. EARNED INCOME DISREGARDS

Current Law

Federal AFDC law requires that all income received by an AFDC recipient or applicant be counted
against the AFDC gron excepr income that Is explichly excluded by definition or deduction. States
are reguired by Federal low to disregard the following income. {1) for the first four months of
earnings, working recipiens are allowed 2 390 work expense disregard, another 330 unspecified
disreyard, and one-third of remaining earnings are also disregarded; (2) the one-third disregard ends
afier four months; and {3} the upspecified 330 disregard ends after 12 months,

In addition, a child care expense disregard of 3175 per child per month (3200 if the child is under 2)
is permined to be calculated afier other disregard provisions have been applied, Currently, $50 in
- child-support Is passed through 1o families with established awards, States are now required to
disregard the EITC in determining eligibility for and benefits under the AFDC program.

Visi

The provisions proposed under this componens are designed 10, (1) make the yreatment of income
simpler for both recipients and welfare officials to understand; {2) make work g more anractive,
rational option for those who would continue to receive assistance; (3} remove the rime sensitivity of
current rules (i.e., eliminate provisions which change the rules governing the treaimens of income
depending on how long the person has worked); and (4} improve the economic well-being of those
who need to combine work and welfare. ' !

Specifications:

(a) Require States 0 disregard a minimum of $120 in earnings, indexed for inflation in rounded
increments of $10. The effective data shall be October 1, 1996,

) States will have the fiexibility to establish their own disregard policies on sarned income
above this amount for both applicants and/or recipients and participants in the WORK
program.

{®© Additionally, via regulation, States have flexibility in establishing fillthe-gap policies (¢,
States will have the fiexibifity 1o determine which types of income should be considered in
developing & fill-the-gap policy, such & child support payments, stipends, &tc, in addition to
earned income). '

{d} The AFDC $50 pass-through of child support payments will also be indexed for inflation in
rounded $10 increments. States will have the flexibility to pass-through additional child
support payments above this amount,

Rationale
The proposal allows for greater State flexibility; State can determine the appropricie income disregard

and can determine which sources of income to disregard, The Indexing of the minimum amouns will
ensure that working recipients are afforded an adequate earned disregard in the future.
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IMPROVING GOVERNMENT ASSISTANCE
A, RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The rationalization and simplification of assistance programs Is something of the holy graill of welfare
reform—always sought, never realized. The reasons are many: different goals of different programs,
waried constituencies, Departmental differences, divergent Congressional committee jurisdictions, and
the inevitable creation of winners and losers from changing the status quo. Yet everyone agrees that
recipients, administrators, and taxpayers are all losers from the current complexity. Below are
several proposals for reform. The proposals do not make substansial changes in program structures.
Rather, the proposals achieve simplification by streamlining administrative processes and by
conforming program rules between the AFDC and Food Stamp programs. The proposals modify
existing rules that create unnecessary complexity and confusion for program administrators and
recipients.

1. FILING UNIT

Under current law, the AFDC filing unit must consist of a needy deprived child, its natural or
adoptive parent(s), and all natural and adoptive brothers and sisters (including half brothers and
sisters) who are living together. The unit's income and resources are used to determine eligibility and
the amount of payment. A stepparent is treated the same as a natural or adoptive parent for filing
unit purposes in seven States (Nebraska, New Hampshire, Oregon, South Dakota, Utah, Vermont, and
Washington). These States have laws of general applicability which hold the stepparent responsible
Jor the children to the same extent as a natural or adoptive parent. In all other States, the
stepparent’s needs are not included in the unit and histher income, after certain disregards, are
considered available 1o the unit members.

If there is no parent in the home, then another non-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 of payment.

Certain parenis and siblings are excluded from the unit: illegal and sponsored aliens, recipients of
851, foster 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 rwo-parent families to
those where the principal wage earner is unemployed, and has worked six of the last 13 quarters.
“Unemployed” is defined in regulations as working less than 100 hours in a month.

Specificai

(a) Allow States, at their option, to eliminate any of the special eligibility requirements for two-
parent families {e.g., the 100-hour 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 hour rule), WORK program participation would not count towards this
rule. The effective date shall be October 1, 1996.
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(b)  Remove the sunset provision that allows for the termination of AFDC-UP in 1998 and make it
a permanent prograim,

Katiopalg

Some of the arguments for removing the additional eligibility requirements are that eliminating them
would: _

&~ remove the remolning vestiges of the AFDC marriage penalty in which single-paren: families
have easier gecess o benefits than married couples;

. improve horizonial equity by trearing dizadvaniaged children the same irrespective of whether
they live with one or two parenis;

. encourage work, as the curren rule limiting lobor market attachmen: weuld be incongruous in -~
a new transitional welfare program that emphasizes work,

* efiminaiing these special rules would also enhance the simplicity of the system; and,
. finally, @ menber of States have sought waivers in thls area,

2. Essential Person Provision

Lurrent Law

The Sociad Security Act at section 402(a}(7) and the implementing regulation at 45 CFR
233.20(0)(2}{vi) permis Stares, ot their option, 10 include in the AFDC grans benefits for essensial
persons. Such individuals are not eligible for AFDC in their own right, but their needs are token o
arcount in determining the benefits payable ¢ the AFDC fumily because they are considered essential
to the well-being of an AFDC recipient in the family. Twenty-two States currently include the aption
as part gf their respective State plans.

Specifications

{z} Limit the kinds of individuals that 2 State may identify as essential to individuals providing at
least one of the following benefits or services o the AFDC family:
(1) child care which enables a caretaker relative 1o work part-time outside the home;
(2) care for an incapacitated AFDC family ssember in the home;
{3) child care that enables a caretaker relative o attend high school or GED classes on a

. part-time basis; :

{4y  child care that enables a caretaker relative to participate in JOBS; and
(55  child care that enables a caretaker relative to receive training on a pant-time basis.

Ratiopale

The Soclal Security Amendments of 1967 provided a specific stanuory base for an essential person
policy. This policy has two aspects. First, States are permitted to speclfy those individuals who can
be considered exsential; second, States must permit the AFDC family to have the final decision g3 to
whether suck individuals are in fact essential.  Under this policy, States are not reguired to identify
the benefits or services that these essential persons must provide,

Y]
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In 1989, this policy became contentivus. Based in part on an GIG review of certain State practices
fmost notably in New Yorkj, our predecessor organization, the Fomily Support Administration,
published final regidations which limited State auwthority to determine categories of individuals who
could be considered as essensial to the family. These regularions precluded States from covering
individuals who did not provide an essential benefit or service to the fomily. {The permissible
categories are the five shown in option 2 above.} However, in 1990 the district court for the Eastern
District of Pennsylvania in Yance v, Sullivan and the districs court for the District of Maine in
McKenney v, Sullivan heid that these regidatory Hmitations conflics with section 402{a){7}{A) of the
Social Securivy Act. The cowrts interpreted this section as providing States with the authority (o
identify in their State plans the catzgories of individuals who may be recognized as essential persons,
These judiclal decisions were not appealed. Consequently, the Department revoked the 1989
regulations and reinstated the prior policy. In order to curiail or limit the use of the exsential person
policy, a stasutory amendmens (0 section $02{a}{7}{A) is necessary.

Secrion 302(a3(31} of he Social Security Act requires that the income of an AFDC dependent child's
siepparent who fives in the same home a5 the child is counsed in the monthly determinarion of
eligibility and the amount of assisiance. The statwe also requires that the following disregards will
be applied in derermining the amoun of the stepparent s couniable income:

* The first $50 of the siepparent’s gross earned income;

* An additional amount for the support of the stepparent and other individuals who live in the
© Bome, who are not in the assistance unit, and who the stepparem claims as dependenss for
Federal income tax purposes. This disregard must equal the State'’s need standard amount for
a family group uf the same composition as the stepparent and the other individuals not in the
assistance unit;

. Alimory and child support payments to individuals not living in the household: and

» Amounts actually paid by the stepparens to individuals not living in the home bur who he or
she claims a5 dependeras for Federal income fax purposes.

. Specificati

(@) Amend the Social Security Act to give States the flexibility 1o increase the amount of the
stepparent disregards,

Rationale

Allowing the disregards 10 be increased provides incentives for AFDC secipients 10 marry to improve
the stability of the family, and provides an incentive for stepparents so increase their egrnings,
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2. RESOURCES
{A) Genersl

Current Law

The Social Security Act and implementing reguiations set a $1,000 limiz {or a lower limit ar State
aption} on the equity value of resources that a fomily may have and be eligible for AFDC. Excluded
Jrom consideration as countable resources are the home vwned and occupled By the family; an
automobile with a maximwn equity value of $1,500 for a lower limit at State option); bona fide
Simeral agreemerits with a maximum equity value of 31,500 for each fomily member (or lower limit set
by the Stare); one burial plot for each family member; and real property for  pericd of § consecutive
months {or 9 consecutive months ar Staze oprion) which fhe farmily is making a good falth effort to
sei. Under certain conditions, States may estublish rules regarding ransfer of resources

in order to obtain or retain eligibility.

The Food Stamp Act and implemenzing regulations set a $2,000 limit (or $3.000 for a household with
a member age 60 or over} on the value of resources a household may have and participate in the
program. The Act does not specify how the value of resources is 1o be determined, but provides for
uniform national eligibility standards for income and resources. Siate agencies are prohibited from
imposing any other standards of eligibifity. Households in which egck member receives AFDC, 531,
ar general assistance from certain programs 4o not have to pass the food stamp resource eligibtlity
test. Regulations exclude from resources the vaiue of one burial plot per family member and the tash
value of life insurance policies. Also excluded is real property which the household is making a good
Jaith effort 2o sell at a reasonable price and which has not been sold, There is no specific exclusion
Jor burial plans (uneral agreements). Any amount that can be withdrawn from a funeral contract
without an obligation to repay s counied 6s a resource,

Food Stamp law prohibits the transfer of resources within the 3-month period prior o applicarion. A
household that knowingly transfers resources for the purposes of guallfying or antempring to gualify
Jor food siamps shall be ineligible 10 parzicipate in the program for a period of up 1o one year from
the date of discovery of the transfer.

Vision

Boh the AFDC and Food Stamps programs serve similar needy popudarions. Yer, because the rules
Jor treaoment of both the amounts and caregories of resources are different in each program,
resources that meet one program’s requirement can result in ineligibiliry under the other,

Both programs have subssandioily different rudes for evaluasing the resources of thar needy growp,
Jorcing welfare administrators 1o apply different progrom rules 1o the same resoirces in the some
Jamily. The following legisiative proposal would reduce the carrent administrative complexity and
confusion for welfare administrators and recipients by providing uniform trearment of assets where
appropriate,

Specificati

Require the Secretaries in both Departments to develop uniforin resource exclusion policies in the
following areas:
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(@  Regsource Limits:

Increase the AFDC resource Himit to 32,000 {or $3,000 for 3 bouseho!id with s member age
60 or over} o conform 30 the Food Stamp :eseurce limnit.

&) The Secretary shall specify in regulzttons the valuation and method for determining valuation
of an automobile,

{&) . Resourge Exclusions:

{i} M_Emp_e_m Propose legislation to amend the Social Sscurity Act to exclude real
property which the AFDC family is making a good faith effort to sell at a reasonable
- price and which has not bees sold, 1o conform to the Food Stamp policy.

ILeng ife ice Policies: Propose legislation to amend the
Social Secur:ty Act 10 mtaiiy exciade the cash samder value of life insurance
policies under the AFDC program o conform {o the Food Stamp policy.

{ily  Transfer of Resources: Propose legisiation to provide that a household that
knowingly transfers resources for the purposes of qualifying or attempting to qualify
for AFDC shall be ineligible for benefits for g period of up 1 one year from the date
of discovery of the transfer. This proposal conforms to the Food Stamp policy.

(it}

Raticnale

The administrative complexity that exisis in applying ceriain resource requirements in the AFDC and
Food Stamp programs will be greatly reduced under the proposed changes, Welfure adminisirators
will be able to apply the same rules 10 the same resources for the same family, These conforming
changes achieve simplification by streamiining the aidministrative processes in both programs.

(B}  Asset Accumnulation - Individual Development Accounts

Current Law

The Social Security Act and implementing regulations set a $1,000 Hmit (or a lower limit ar State
option) on the equity value of resources that a fomily may have and be eligible for AFDC, with only
Hmired exclusions.

The Food Ssamp Act and implementing regulations ser ¢ $2,000 limit tor 33,000 for a household with
a member age 60 or pver} on the value of resources a household may have and

participase int she Program. Section 13925 of Pub, L. 103-86 of the Omnibus Budget Reconciliation
Act provides that the Secretary of Agriculture shalf conduct, for a period not to exceed 4 years,
projects vo test allowing not more than 11,000 households nationwide to accunulate up to $10,000
each in excluded resources. These assets are for later expenditures for a purpose directly related
improving the educetion, training or employvability (including self-employment) of household members,
Jor the purchase of @ home for the household, for a change in the household s residence, or for
making major repairs to the household’s home.
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Et. .

Welfare reform sheuld include strategies 1o vest the notion that one way out of weifare for some people
Is through empowering them to start thelr own businesses ond sncouraging them 1o save their
earnings to build for the future. During the campaign, the Presiden: endorsed the idea of helping
welfare recipients help themselves by proposing to Increase the mander of mivroenterprises and
establish individual Development Accounts (IDAs). These legisiative proposals would promote self-
sufficiency by éncouraging recipients 10 accumudate savings, assets and start their own businesses.

An IDA is an optional earnings-bearing, tax-benefitted trast account in the name of one person. An
DA would be heid in o livensed, federally-insured finuncial instimtion. Withdrawals can be made
Jrom the account only for gualified purposes, which Include: first home purchose, post-secondary
education fcoltegeflong-term training), or business development (microenserprises). There would be
penalties for non-designated use of the accouns. FParticipant eligibilizy would be determined by the
State agency using Federal guidelines, Monies placed into an IDA account by an AFDC and Food ‘
Ssamp recipient would be disregarded for purpases of devermining resource limits, up to $10,000. All
income placed inte an DA would be tax deferred. An individual would resain the IDA gfier leaving
welfare, bt would still be required 10 use the resources Jor specified purposes or would face
penalties.

The tax laws will be amended 0 allow for the establishmeni of (DAs; DHHS amd USDA regudations
will set the limir at $10.000: subsidized HDAs will be established on a demonstration basts;
unsubsidized IDAs will also be permitied for gualified individuals not involved in a demonstraiion.
Current recipients (and applicanss with established IDAs) for both the AFDC and Food Stamy:
programs can establish IDAs and have their sqvings and interest exciuded.

(3} Allow IDAs to be established by Federally insured financial institutions to be used exclusively
to pay for post-secondary education or training expenses, first-home purchases, or business
capitalization where there is a qualified plan.

(b} Recipients of Food Stamps and AFDC are eligible for participation in the IDA program.
Individuals otherwise eligible for the Earned Income Tax Credit shall be permitted to establish
IDAs, but some restrictions apply (specifically see provision (ill) below),

)  Annual contributions shall not exceed the lesser of $2,000 or 100% of all income,
excluding public assistance, with a total account limit of $10,000 per family.

i If the accounts are establishad while a family is on AFDC or Food Stamps, the IDA
account balance will not count against a family’s resource limits, Families who leave
thie rolls after opening an account can continue the account. If the family re-applies
for AFDC or Food Stamps at a fater date, thelr IDA savings and interest, up to
$10,000, are excluded.

(i}  H an IDA-eligible individual establishes an IDA while not receiving AFDC or Food
Stamps (for example, upon receiving an EITC payment) and subsequently applies for
assistance to either program, the amount in the IDA shalf be applied against the
resource Jimits for purposes of determining aligibility,
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Funds in an IDA account are tax deferred untit withdrawn,

The penalty for a withdrawal from an unsubsidized IDA for purposes other than those
specified will be 10 percent of the amount withdrawa that is includable in income.

Amend the tax laws to allow States, localities, and cotununity development financial
institutions to apply 1o receive grants to operate S-yewr [DA demonstration projects. Project
grants will be awarded by the Community Development Bank and Financial Institutions Fund
o6 2 competitive basis and must be renewed annually. Authorized levels are $10 nullmn in-
fiscal year 1957 and 2002 and $20 million for fiscal years 1998 - 2001,

(i) $500 in initial financial assistance will be placed into accounts established for project
participants who establish IDAs so banks are willing to set up the accounts. In
sddition, participant contributions may be subsidized in amounts ranging from $.50 to
%4 for each 31 deposited, not to exceed $2,500. Total individual IDA amounts may
0ot exceed $10,000,

(i}  Eligible participants are households with: at least one member eligible for EITC, an
adjusted gross income not in excess of 318,000, and 3 net worth not in excess of
$20,000.

(iti)  Grantees will maintain a reserve fund to be spent on assisting participants in achieving
self-sufficiency, administering the project, and to collect evaluation information.

{iv)  Grantees wust submit annual reports on the progress of their project.

{v1  The Fund will contract for an independent evafuation of individual demonstration
projects describing project features, assessing levels of self-sufficiency and benefit
reduction achievadd, levels of assels accumulatad, snd their effects.

{vi}  The penalty for a non-designated withdrawal from a subsidized IDA will be the tota)
amount of the subsidy and 10 percent of the individual’s contribution of the amount
withdrawn, |

Self-Emol Mi ise D _—

Through & memorandum of understanding, HHS and SBA will jointly develop and administer
& minimum 5-year, se{f-employment/microenterprise demonstration program. Consultation
with Agriculture, HUD and Labor is also required. Participants must be persons with incomes
balow 130 parcent of poverty or persons participating in JOBS, WORK or AFDC.only, with
the percentage of welfare recipients to be established by the agencies. Local intermediaries
(organizations or consortium of prganizations) will apply (o enter into agresments 1o
demonstrate the program. Authorized amounts shall be $4 million for fiscal years 97 and 02
and $8 million for fiscal years 1998 - 2001,

) HHS and SBA, in consulation with public and private organizations, will identify
promising program models currently used to provide self-employment and related
services 1o low-income individuals and design a3 demonstration to evaluate, using a
randomized expecimentsl design, at Jeast two types of models with contrasting Jevels
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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 intermediaries, SBA and HHS will take into consideration the applicant’s
record of success, program design, capacity and other criteria.

(iv)  Intermediaries 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 reports 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 intermediaries is also specified. '

4. i ] .

(a) The Social Security Act and the Food Stamp Act will be amended, as appropriate, to comport
with the changes in the tax {aws. In addition, amendments will be drafted to include the
following provisions:

) Lump_sum_m;g_mg Non-recurring lump sum _inoome will not be counted for resource
purposes in the month of receipt or the following month if put in an IDA.

(i) The total exclusion for an AFDC assistance unit or Food Stamp household is $10,000.
Ratignale

IDAs and other set-asides provide welfare recipients the opportunity to be entrepreneurs in the private
sector and accumulate savings for specific purposes. This approach promotes self-sufficiency by
empowering them to siart their own businesses and encouraging them to save money they earn to
bulld for their future. Additionally, the money saved in IDAs might be used by participanis for
educational and training purposes, thus saving local program resources.

(<) Microenterprise (Self-Employment)

Qurrent Law

&mmﬁscmm

Under Federal AFDC policy, except for real property, States may disregard for AFDC purposes
income-producing property (as defined by the State) of self-employed individuals. States may also
disregard income-producing property owned by a reciplent who is not currenily employed, but who the
State reasonably expects to return to work. Federal regulations at 45 CFR 233.30(a)(3)(xxi) require

that States disregard, for AFDC purposes, bona fide loans from any source for any purpose that meet
the criteria set out in the State Plan,
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Section S{g)it2} of the Food Stamp Act and implementing reguiations at 7 CFR 273.8(2}¢4), {5}, 16},

(23, {15} and (16} exclude “property which annually produces income consistent with its fair marker
valie; property which is essential 1o the self-empioyment of a household member; installment contracts
Jor the sale of lands and bulldings, if the contract ... Is producing income consistent with fait marker
value,; resources.. of.. self-employed persons, which has been prorased ax income, ™ non-liguid assets
with liens resulting from business loans; and real or personal property that is needed for maintenance
of certain vehicles,

(8) - Amend the Social Security and Fodd Stamp Acts to give the respsctive Secretaries the
authority to specify in regulations exclusions necessary for self-employment. Regquire that
these regulations be prepared jointly and demonstrate consistency between the two programs.

b} Amend the Food Stamp Act to exclude business loans from resources.
Rationale

Current AFDC policy does not permit funds necessary for the operation of a microenierprise to be
excluded separately from the general 31,000 resource limit. This restricrion discourages recipients
Srom establishing smadl businesses. By exponding the microenterprise resource exclusions,
microenterprise owners will be able to set aside sufficient Hguid resources to operate the business.

3. INCOME ISSUES -

Yisi

Federal laws or rules frequenty disregard a part or the total income of applicanss and recipients in
determining eligibility and benefits for assistance programs. Often, the same income s treated
differersly in the AFDC and Food Stamp programs. Such differences are incomprehensible 1o
recipients and difficuli to administer,

Our goal is to adopt uniform equitable income disregard polictes for the AFDC and Food Stamp
programs which are easy 10 understand, simple to administer and promote work and education.

Under Section 4062{a}{17} of the Social Security Act, non-recurring lmp swm income is vonsidered to
be available to meet an AFDC family's current and future needs. If the assistance wnit’s countable
income, because of receipt of lump sum income, exceeds the qpplicable State need standard, the unit
is ineligible for a period determined by dividing the total councable income (including the lump sum)
by the need standard. )

The Food Stamp Act, ar Sta}8}, excludes from income non-recwrring henp sum payments, Such
amourys, {f not spent in the month received, ore treated as resources.
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Sngcifications
For applicants and recipients:

(@ Amend section 402(a){17) of the Seml Secnrz:y Act (8SA) to exclude non-recarving lump
sum payments from income.

) Amend both the SSA and FSA 0 disregard as resources, for one year from the date of
- Teceipt, nos-ceCurring lump sum payments that are reimbursements or advanced payments,

(&  Amend both the SSA and the Food Stamp Act (FSA) to disregard the amount of any Federal
or State EITC fump sum payments as resources for one year from receipt.

Rationale

Lumyp sum paymenis are reated compietely differently in the two programs, Uonsiderable
simplification for both the clienis and workers can be achieved if the policies are consistent.  Also,
current AFDC policy can rexult in hardship for families since they are supposed 1o conserve the
payments 1o meet future living expenses rather than 1o cover debts and other costs.

Several lows address the treatmen of educational assistance for AFDC, Any educetional assistance
provided under programs in titdle IV of the Higher Education Act or the Bureay of Indian Affairs must
be disregarded (P.L. 102.325, sec. 4798}, A State must disregard payments made for anendance
costs wnder the Carl D. Perkins Vocational and Applied Technology Education Ac (P.L. 101-392,
sec, 507¢a). Under AFDC rules, the State must disregard educational loans and granis that are
obtatned and used for direct educational expenses, such as mirion and books (233. 203 Mivi{(E].
iAny of the educarional gssistance covering items in the State's need standard Is connted as income. )
Also, Statex may disregard il educational assistance as complementary assistance that is for a
different purpose than AFDIC (233. 2003 vib){alh

Portions of income received under the Job Training Partnership Act and the Higher Education Act are
disregarded in the Food Stamp program. By regulation, suck educarional assistance provided on
behalf of the household for lving expenses, food, or cluthing 10 the extent that the funds exceed the

costs of tuition and mandatory fees are counted as income, {7 CFR 273.9(c)1)iv): 273(c)(3)s
273(cHA): 273, 9Le)(SHID); and 373.9{()l)&D.

Specificati

{a) Amend the Social Security Act and Food Stamp At 1o totally disregard ali educational
assistance received hy applicants and recipients.

3. Eamines of Students
Current Law

For o dependent child receiving &FEC‘, the earned income of a full-time or part-time student (not
ermploved full-time) attending @ school, college, or university, or ¢ course of vocational or technical

31



Wk Rafors Lagihiive Specilicann My 24, 1904

training designed to fit him for gainful employment is diéregmﬁed {(#O2()(8){A) of the Social Security
Act). A Swate option, the earned income of a dependent child gpplving for AFDC may also generally
be disregarded. The earnings of minor parents atiending school are not excluded.

Effective September, 195, the Food Stamp program will exclude the varnings of tlememeary or Migh
school students age 21 and under (FSA 5(3)155; 7 CFR 273.9(c}(7).

Specificat

{a) Amend the Social Security and Food Stamp Acts to conform Food Stamps to AFDC policy
and Hmit the disregards to elementary and secoadary students up to age 19,

No statutory provisions address irregular income for AFDC. Rules permit States to disregard small,
nonrecurring pifis not to exceed $30 per individug! per quarter (233.20(e)(3)(iv)(F).

The Food Stamp Act (Sec. 5(3)(2)) reguires the exclusion of income of $30 or less in o quarter per

household received oo infrequemly or irregularly 1o be anticipated. The exclusion does not apply

under retrospective budgeting.

Specificati

(a) Amend the Food Stamp Act to conform to AFDC rules to exclude inconsequential income not
in excess $30 per individual per quarter,

3. Treatment of ITPA lncome

Lurrent Law

For AFDC, the income of ¢ dependent child which Iy derived Jrom parriciparion in a JTPA progrom

may be disregarded. Earned income may be disregard for o period up to six months per calendar
year. Unearned income may be disregarded indefinitely {(secrion 402(0){8)(A)(v} ¢of the S5A).

Under Food Stamps, training allowances from vocational and rehabiliration programs and JTPA
earnings are excluded, except income from on-the-job iraining programs under secrion 204(3) of fitle
H. Al OJT income of individuals under age 19 and under parental conrol by excluded. (7 CFR

273. 91 du} and {vh 273.9(cHIOK} '

Specificati

{a) Amend the Social Security and the Food Stamp Acts to disregard as income all training
stipends and allowances received by a child or adult from any program, including JTPA.

b Eliminate targeted carned income disregards so that the earmed income from any en-the-job
training programs or from a job will be counted after the genstal earned income disregards
are deducted.
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6. Supplemencal Pavinents
Current Law
Section $02{a)(28) of the Social Security Awt reguires those States that deduct income Jrom the need
rather than the payment siandard (fll-the-gap) now and in July of 1975 to provide a supplemental
payment to families who have less disposable income because child support is paid to the child
suppert agency tnstead of directly vo the family.

Food Stamps - No such provision exisis in the Food Stamp progrant,

AFDC ndes reguire earned in-kind income to be counted. As a matter of policy, States may disregard
any unearned in-kind income, If the State elects to count unearned in-kind income, the amount
counted is limited to the value of the item in the State s need standargd,

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excluded, (FSA
@i} 7 CFR 273.9(c)(1})

Spegificat
{a)  Amend the Social Security Act to require States to disregard both sarned and unearned in-kind
ncome.

No statwtory provision excludes, for purpases of the AFDC program, alfowances, stipends and
educational awards received by participants in ¢ Natlonal Service program established under the
National and Communiry Service Act of 1990, us amended by the National and Comnumity Service
Trust Act of 1993,

The Food Stamp program will exclude from income National Service program bengfits. The National
and Community Service Act, as amemled, specifies that the exclusion in sectlon 142(5) of the Job
Iraining Parmership Act (JTPA} applies to National Service program benefits. Section 142(6) of the
JTPA provides thar paymenss will not be considered as income for purposes of income rransfer and in-
kind aid furnished under any Federal or fedem:’l)r assisted program based on need, other than Social
Security Act programs.
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{2 Amend section 402(a)BHA) of the Social Security Act to disregard from the income of a
’ family aflowances, stipends and educational awards received by volunteers participating in &
National Service Program under the National and Community Service Act of 1990, as
amended by the National and Community Service Trust Act of 1993,

4, OPTIONAL RETROSPECTIVE BUDGETING

Querent Law

For the AFDC program, the Social &M@ Act permits States 1o use rerm:peé::‘w budgeting valy for
the categories of families reguired ro morzhly report. The Food Stamp Act permits Stazes to
rerrospectively budget cases. thar are not required to monthly report.

Specificati

{a} Amend the Social Security Act at section 402{a)(13} to delete the clauss “hat only with
respect o any One Of more categories of families required 1o report monthiy to the State
agency pursuant to paragraph {14},”. This techaical amendment will make retrospective
budgeting optional for States without regard to whether families are required to monthly

report,
Rationale

Allowing Stazes 16 use retrospective budgeting without reguiring cases to monthly report will foster
consistency between the AFDC and Food Siamp programs, and will give Stazes grea:er Hexibilizy o
administer their programs.

5.  MISCELLANEOUS ADMINISTRATIVE PROVISIONS
1 Underpayments

Section 402(a)(21) of the Social Securizy Act requires State agencies to promptly wke all necessary
steps 1o correct any underpayment. Regulations ar 45 CFR 233 20(a)(13) limit the issuance of
wnderpayments (both agency and client caused} to current reciplems and former recipients who wouki
be currently eligible if the ervor causing the underpayment had not occurred. As u resudt of litigarion,
program policy also permits States to Issue underpaynisnts 1o former reciplenis who would no longer
be currently eligible, The amount of the underpayment is not limived by the number of eligible months
covered,

Section 11{e)(11} of the Food Stamp Act provides that benefits are to be restored 10 @ household
requesting them if the benefits have been “wrongfully denled or terminaied,* The period for which
benefits are restored is limited 10 one year prior to the date the State agency either receives a reguest
Jor restoration from the household or otherwise learns that a loss to the household occurred, The
Food Stamp rule {7 CFR 273.77} also prohibits the State agency from resioring benefits for a period
fonger than 12 months. The rule requires that benefits be restored even if the household is currently
ineligible.
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Vision
To provide clients with @ rational and consistent policy In the progessing of underpayments.
S : ’;ﬁ .

(a) Amend section 402{aX(22) of the Social Security Act to conform to Food Stamp law by
. requiring the issuance of agency caused underpayments to curcent and former recipients for a
period nct in excess of 12 months from the date that the agency learns about the
underpayment.

Since clients are responsible for reporting changes in circumsiances that affect eligibility and benefits,
a 12-month Hmilt on restoring lost benefits due o agensy errvor reinforces positive behavior, The
change also achieves consistency between the AFDC and Food Stamp underpayment policies.
However, because the proposal represents o contraciion of AFDC program policy (i.e., the
prohibition on underpayments due to client error} client advocacy groups are likely to object,

Section 402(a)(22) of the Social Security Act requires, as o condition for gid and services to needy
Jamilies with children, o State plan which must provide that o State agency will prompily rake ol
necessary steps io correct any overpayment to any individual whe Is no longer receiving ald under the
plan. Recovery shall be made by appropriate action under Sixie law against the income or resources
of the individual or the fumily.

Visi

To aliow State agencies 10 recover AFDC program overpayments through the use of a tax intercepr
program in coordination with the IRS. A 50% match rate vo cover administrative costs will be
provided,

Specificat

(a) Amend section 402(a}22Xb) of the Social Security Act 10 permit State agencies 10 coordinate
with the IRS 1o mtercept Foderal Income Tax Returns for the collection of outstanding AFDC
overpayments, provided they pursue other means of collection under State law prior o using
the Faderal tax intercept program. The tax intercept recovery method would only be used to
recover overpayments made o individoals who are no longer receiving aid under the plan,

b} The administrative costs would have a 50% Federal match rate for State contributions.
Bationale

Currently States have the awhority fo intercept Stare tax refunds but are unuble 1o do 30 if the
overpald individual moves 1o another State. A Federal system would gllow States to coliect from

individuals, regardless of their Siate of residence. FNS has been running an IRS tax insercept
program as a demonsiration projec since 1992, The program has proved o be very effective in
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colfecting outstanding overpayments, so much so thar FNS has expanded the demonstration every year
to inciude more States. A 50% match for administrative cosis supports the Administration’s
philosophy that the administration of the AFDC program should be an egual Federal/State

partnership.

Section 4G2{a)(15) of the Social Security Act provides for certain services (o be offered and provided
prompily (directly or under arrangements with others) 1o alf individuals volunsarily requesting such
services. Services will be voluntary and shall not prereguisite to eligibility. This is 10 be provided to
each appropriate relative and dependent child receiving aid and for each qppropriate individual
fliving in the same home as a relative and child receiving aid) whose needs are token Into account in
making the eiigibnhzy derermination.

+

Vision

Section 403(a)(3) indicates that administrasive costs of such services are nor matched at 50 percent if
the State includes fomily planning services under their Title XX Social Services Block Gram Program.
This policy would be amended to gllow for administrative matching,

Spesificati
{a) . Change Section 403()(3}, to allow a 50 percent match Tor such services if they are provided
under Title XX.

Section 1137(8) of the Act requires, as a condition of eligibility for assistance, a declaration in
writing by the individudd {or, in the cose of an indhddual who is o child, by another on hizs/er behalf)
under penalty of perjury, stating whether or aot the individual is ¢ citizen or national of the United
States, and, if such individual is not a citizen or nariongl of the United States, whether helshe is in a
satisfaciory immigration status.

visi
To bring the AFDC program into alignment with Food Stamps by allowing one adult mesmber of an

applicant assistance unit 10 sign the deciaration of citizenship or alien stat for all members of the
unit.

Specificati
{4 Amend the Social Security Act by revising section 1137({d)(I}A) as follows:



m*’ Lagindive Spacificons by 6, FRM

(1){(A} The State shall require, as a condition of an individual’s eligibility for benefits under
any program listed in subsection (b}, a declaration in writing by the individual (or, in
the case of an individual who is a child or & spouse in 2 two parent unit, by another
on the individual’s bebalf), under penalty of perjury, stating whether 0r not the
individual is a citizen or national of the United States, and, if that individual s oot 2

_ ¢itizen or national of the United States, that the individual is in satisfactory
immigration status.

Rationale

The current requirement is administravively burdensome as it reguires each adwlt in the AFDC wnk 10
sign a separaze declaration.  This proposal will allow the adult pavee or principal earner in an :
assistance unit to declare on behelf of histher spouse and children, thereby simplifying the qpplication
and redetermination process. This proposal would aise provide consistency with Food Stamps. :

6. TERRITORIES

Welfare Reform Working Group staff have met with represeruatives from Puerto Rico and the other
territorizs 10 discuss recommendations relative 1o the operation and funding of the territorial welfare
programs. These represemtatives, including staff from the 1erritorial Congressional delegation,
recommended that we (1} eliminate the funding cap, and (2} extend 531 1o the territories. in addition,
the represenzarive from American Samoa believes that the territory should be permitted 1o operate an
Aid to the Aged, Blind, and Disabled (AABD) program and receive appropriawe funding. The
representatives also asked that funding for JOBX, child care, and the application of the rime limit be
addressed. For example, Pueric Rico is concerned thar the two year time will be difficult to enforce
in an econonyy with 18 percent unemployment,

Current Law

Section 1108 of the Social Security Act permits the territories (i.e., Guam, Puerto Rice, and the
Virgin Islands) to aperate the AABD and AFDC programs; American Samoa Iy only authorized 10
operae wr AFDC program,  Funding for Child Care and Transitional Child Care is provided for
under the JOBS limit of entitlement. If the territory elects o operate these programs, it must aiso
have a title IV-E or Foster Care program. The territory must adhere 1o the same eliglbility and
payment requirements os the Siaies. The Federal governmens maiches 75 percent of costs; however,
Junding for the terrirories is cepped. The capy are $82 million for Puerto Rico, $3.8 miliion for
Guarn, and $2.8 miliion for the Virgin Islands. Between 1979 and the present, :}w caps were
increased once, by roughly 13 percent.

Visi

To creaie realistic funding levels for the 1ervivories that are reflective of the current econonsy and
caseload. A mechanisn that will provide occasional adjustments in funding levels will be developed
10 replace the current burdensome method of petitioning Congress for adjustments.

Specifications

{a} - Continue to require the terriw}ies 10 operate the AABD, AFDC {including JOBS suppontive
services) and Foster Care programs, Amend section 1108 of the Social Security A o

» increase the caps by an additional 770 percent and create a mechanism for indexing. The
effective date shall be October 1, 1996. "
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() The tﬁ!’l‘ﬁi)l"lm wonld not be requzrad o operm A?D&UF programs (effective ypon
enactment of this act).

Rationale ‘

The number of public assistance programs funded under the currert caps, coupled with only one
adjustmerns 1o these caps in 15 years, has sertously limited the territories’ abilidies to provide, let
alone increase benefits. Benefit payments above the cap are financed 100 percent by the territories,
resulting in sivuations such as Guam's where the Federal share Is roughly 40 percens. Puerto Rico
reports that, since 1987, AFDC caseloads have nearly dowbled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Pusrio Rico will be reguired 1o extend eligibility 1o two-parenz
families, Puersto Rico estimates that an additional 40,000 families will be eligible for AFDC due to
this provision. If mach rages were determined by formuda, as they are I the States, the territories
would be eligible for higher match rotes. Increasing the eaps and providing o mechanism for efficient
adjustments fo those caps wifl not only continue to give territories the authority 16 operate public

assistance programs but adequate means 10 do so as well (See Appendix A, Fact Sheet On The
Territories).
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B. REGULATORY REVISIONS

The effors, compromise and time involved in making stasutory revisions and amendments make the
identificarion of reforms that con be implemented with comparative ease through regulatory
amendment and revision a must.  The following proposals, while few in number, will provide for more
timely reforms and aliow States to at least begin to simplify ond stregmline assistance programs while
the broader reforms are addressed by Congress. All regulatory provisions would be published within
& months of enactment of this act.

1. MICROENTERPRISE EXPENSES SELF-EMPLOYMEND
Current Reguirements |

In the AFDC program, the rules (45 CFR 233, 200a)(6)(v)(B1} provide that profit from self-emplaoyment .
fe.g., microenterprises) is derived from subtracting business expenses from gross receipts. All the
earned income disregards {Section 402(a)(8)) are applied to the profit the same ay income from
wages. Allowable business expenses ure those directly related to producing poods or services.
However, the following expenses are not allowed. depreciation, purchases of cepital equipment,
payments on the principal of loans for capital assets or durable goods, personal transportation, and
personal business or entertainment expenses. A State may designate an objective flat amount or :
percentage for self-employment business expenses, but must allow hgher actual costs,

The Food Stamp program excludes from income the cost of producing self-employment income. The
rules R73.11(a)(4)(1)) list the following examples of the specific costs that showld be excluded.: the
identifiable costs of labor, stock, raw material, seed and fertilizer, interest paid to purchase income-
producing property, insurance premiums, and taxes paid on income-producing property. The
SJollowing expenses are not excluded as costs of doing business: payments on the principal of the
purchase price of income-producing real estate and capital assets, equipment, machinery, and other
durable goods; net losses from previous periods; ond depreciation,  In addition, Federal, Srate, and
fpral income taxes, retirement monies, and other work related personal expenses (such as
transporiation to and from workj are not allowed because these expenses are accounted for by the 20
percent earned intome deduction in Section 273.9¢dj(2). ‘

{8} Change the Food Stamp and the AFDC regulations to provide 3 daduction of the amount of
depreciation or the actual cost of purchasing the asget a3 claimed for tax purposes, or if none
yet claimed according 10 State criteria.

) Delete current Janguage in AFDC regulations to conform with Food Stamp rules by adding
examples of specific costs of producing self-employment income, such as the identifiable costs
of labor, stock, raw material, interest paid to purchase income producing property, insurance
preminms, and taxes paid on income producing property.

Ratiopale

A compatible AFDC/Food Stamp exclusion for business expenses, Including a deduction for
depreciation or actual the actual expenses of necessary asseis, would resuit in greater effectiveness,
clarity and efficiency in the administration of both programs, The change would encourage self-
employment, self-sufficiency and recognize the legitimate cost of doing business. Allowing the
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eligibility worker to remgafze business deductions as claims by the individual for income tax pwposes
would simplify such calculasions.

2. BOARDER INCOME
Lurrent Requirements

Under the AFDC program, meither the statute or rules address allowable costs of business income
recelved from boarders, Under program policy, & State may designate a fiat amount or percentage
Jor self-employmen: business expenses. However, the State must allow higher documenzed costs.

The Food Stamp Act is also silent on specific procedures for determining the income of households
with self-employment income from boarders. However, the House Report which accompanied the
Food Stamp Act of 1977 (H.R. 95464, page 38} indicates Congressional intent that the cost of doing
business for boarder income be calculated “for purposes of administrative ease, ar a fixed rate or the
value of a momhly coupon allotment for a one-person household” for each boarder. The report also
indicates Congressional hnwent that actual costy be allowed, but the cost exclusions from income
cannot exceed the income received.

Section 273, 11{b)(1} of the Food Stamp rules provides procedures for calculating the income received
Jrom boarders based on the legislative history contained in the Food Stamp Act. Income from
boarders includes all direct paymenis to the household for room and meals, including conrributions 10
the household's shelter expenses, The cost of doing business is either {1} the maxinun allotment
amount for ¢ household size thar is equal to the number of boarders ar (2) the actuad documented cost
of providing room and meals, if that cost exceeds the maximum aliotment amount. If actual costs are
wused, only separare and identifiable costs of providing room and meals 10 boarders can Zm excluded.
The excluded cosis cannot exceed the amount of income received.

{(a} Modify AFDC and Food Stamp rules to permit States the option to allow a flaf rate, a
percentage, or either the maximum allotment for a bousehold of the same size as the number
of boarders in the thrifty food plan or the actual documented cost, if it is higher than the
aliotment. . The same procedure wouid be adopted for each program,

Rationale .

A uniform AFDRC/Food Stamp poticy in catcularing boarder income would result in greater
effectiveness and efficiency in the administration of both programs.

3. REPORTING AND BUDGETING

Dne of the major complaints abowt the differences berween the AFDC and Food Stanip programs ks
that the programs wse different periods to derermine benefirs for the current mouth and requlre toc
much reporting of changes in circumstances, In a ransitional program where more recipients may
Aave fluctuating income, the reporiing Bburdens on recipients, the fluctuarions tn benefit amounts, and
the constans need for case worker recalculations of benefits woudd impose complexity on all parsies
involved.
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Both AFDC and Food Stamps permit States to adopt monthly reporting requirements and to use either
retrospective or prospective budgeting to determine the benefit amounts for some or all cases, Yer
there are some differences in application. For exampie, the Food Siamp Act permits retrospective
b:aége:ing of non-monthly reporting cases, while the Social Security Act does sot.

1Rt . _ IV ANT] ing system, families report income and aother case
cérmances m:y mom‘h Wa&er or not @ dfa::ge qg‘ecxing eligtbitity and paymeent amounts has
occurred since the previous month, This information, as well as any supplementary report of o
change in circumstances, is used so determine continued eligibility and io determine the ampunt of
assistance based on a prior month's income.

) ing systzm, eligibility asd benefit amounts are based on g projection of
income :md c:rcw:zzzzces :im: will exist in the month Jor which payment is 10 be made. The Food
Scamyp: program by regulation and statute is more prescriptive in how the estimates are 19 be made,
The AFDC rules are nor coniained in statuse and provide Stares more flexibility in making the
estimate,

Both programs require fomilies to report changes in circumstances. In AFDC, Siates must establish
procedures for timely and accurate reporving of changes that affect eligibility and amount of
ussistance, Any change iy effective iy the month it occurred. Food Sramp ruies allow for ¢ tolerance
in which a change of lexs than 325 per month does not have to be reporied and the rules governing
the cffective date of any change give the recipient and agency rime to report gad act upon the change.

3. Recertification Period

In the Food Stamp program, recertification of eligibility is mandatory and must occur every one 10
twelve months {depending on the characteristics of the household; under specific procedural rides, In
AFDC, redeiermination of eligibility must occur gvery six 10 12 moaths according 1o State established
procedures. Unlike AFDC, food stamp benefits auwtomasically terminate when the certificarion period

expires.
Rezul Soecificati

{a) Allow States to continue to use retrospective and prospective budgeting. Require recipients 1o
timely report all significant changes in ctrcumstam affecting eligibility or the amount of
assistance,

)] Require ﬂ;e State 1 make timely adjustments to benefils, both up and down, when significant
. changes in income and other factors are reported by the recipient. Significant changes in
income include getting or losing employment, promotion, permanens changes in bours
worked, etc. Non-permanent fluctuations in income {overtine, sbsence) sre not considersd to

be significant.
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{c) Cverpayments would not occur where recipients report timely and the agency makes
adjustments no later than the second month after the month i which the change occurred,
subject to notice requirements, These specifications closely conforms to current Food Stamp

program policy.
Rationale

These proposed administrative rules will significamly simplify benefit calculation procedures for joint
AFDCFood Stamp households, By rationalizing the procedires In benefit determination and
caleulation, workers and recipients will benefit through less paperwork processing and time spent on
recalouluting benefits because of fuctuations in income. The rules maintain a balance berween
assuring benefits are accuraiely determined by reducing the currens complexities retaining the
appropriase level of responsibilities on recipients to report information,

4. AUTOMOBILE RESOURCE LIMIT

Curesnt Reguirsments

The Social Security Act provides for the exclusion of so much of @ fomily member’s ownership interest
in one automobile as prescribed by the Secretary. That exclusion i3 set by regularion ar 31300 eguity
value (or a lower limit ser by the Statej in one vehicle with any excess equity value caﬁazed toward
the 31,000 AFDC resource limit,

The Food Stamp Act provides for the roal exclusion of wehicles thar are used over 50 percent of the
time for incomesproducing purposes; annuaily producing income consistent with their FMV; necessary
Jor long distance travel for work fother than daily commuze); used as the household’s home, or
needed o transport a physically disabled household member. For the following whicles, the amount
of the FMY over 83,500 is counted as a resource: one per household {regardless of use); and vehicles
used for work, training or education 10 prepare for work In cccordance with food stamp employment
and training reguirements. For oll other wekicles, the FMV over ¥4, 500 or the equity value,
whichewér is more, is counied as a resource.

Visi

Reliable transportation will be essential 1o achieving self-sufficiency for many recipients in o time-
fimited program. Because a dependable vehicle is importart to individuals in finding ond keeping
Job, particularly for those in areas without adequate public transportation, both the AFDC and the
Food Stamp programs need @ conforming awtomobile resource policy that supports acquiring reliable
vehicles. This proposal woild simplify the automobile resource policy by conforming the program
rules and reducing the unnecessary complexity and confusion for program adminisirators in both
programs.

Resulatory Specificat

{a) Exercise Secretarial authority and amend the regulations to increase the AFDC sutomobile
limit to $3,500 equity value, indexed for inflation.

42



TWadiugs Raform Lagiawtive Spacilionions L My 28, 9%
Rationale

This proposal is a first step towards bringing a level of conformity berween the two programs that
would eliminate some of the administrative complexity involved with valuing vehicles under varying
crizeria and would resuli in greater effectiveness and efficiency in the edministration of both

programs,

5. -+ VERIFICATION

Cugzent Requirsments

Food Sramp law and regulations include specific requiremenss for verification and documeniation of
information needed for eligibility and benefit determinations. Food Stwmp regulerions mandate
verification of weility and medical expenses (when gotual Us ciaimed), Bentity, residency (address),
disability and household composition. In the AFDC program, the Act and regulations do not address

how verification Is to occur but State procedures have generally conformed to the verification policy
vutlined In the Federal quality conzrol manuad.

Under the Food Stamp Act (FSA) (seciions 11 {e}{3), (%)} and Social Security Acy (Act) (sections
402(a)(25} and 1137}, income must be verified through the Income and Eligibility Verification Sysiem
(EVS). The Stare must reguest wage and benefit information for from the State Wage Information
Collection Agency, the Social Security Administration, and the agency adminisiering Unemployment
Issurance Benefits. Unearned income information must be requested from the Iternal Revenue
Servive. Both programs are alse required by law to verify alien starus through the Immigration and
Noturalization Service'’s Systemic Alien Verificarion for Entitlement sysiem.

Borh programs review the accuracy of eligibility decisions and benefir amounts through Quality control
systems, with the imended resalt that much informarion is verified ai application and o recertification
fo avoid errors. States may, in both programs, adope ather verification requirements.

Visi

Federal compaer matching and verification regquirements are often burdensome for both clients and
eligibilicy staff. Even where Swutes have flexibility, the emphasis on poyment accuracy and the
potential for fiscal guality control penalties have often resulted in unnecessary documentation, delays
in benefirs and bmproper denials and lerminations. Yet, to assure the public that their tuxes are being
spent 1o serve only those in need, verification will continue 1o be ¢ critical component of the rew
sysiem for delivering assiztance 10 fomilies. States must be gfforded the flexibility to simplify matching
procedures, while assuring program integrity through minimum standards,

Regulatory Specifications

{a) Exercise current Secretarial waiver authority for IEVS and SAVE to give States greater
fiexibility relative to the selection of alternate sources for matching activities, the elimination
of certain matches, the targeting of client groups for maiching and followsup verification, and
the modification of time frames for follow-up action on match “hits,” Amend the Faderal
regulations oni IEVS and change the ACF review perspective on SAVE (given the absence of

regulations in ¢his area) to provide greater latitude on what can be waivesd and the applicable
State justification,

{t Verification systems and time-frames for action will be included in the State Plan.
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Rationale

States will welcome the increased flexibility provided by this proposal and be able (o streamline their
verification activities, saving rime and paperwork. At the same time, the Stare plan approval process
will ensure adequate protection of client rights and program integrity without resiricting Siale
Jexibilicy.

6. OTHER RESOURCE EXCLUSIONS

{) Bucial Plots: Propose regulations t(:; amend the Social Security Act to totally exclude one
burial plot per family member to conform 1o the Food Stamp policy.

b1 5

(Butial Pis
mber.

“uneral Agreements (Bus i) Propose regulations (o sotally disregard one funeral
agreement per family me

®)

7. TREATMENT OF INCOME FROM COMPLEMENTARY PROGRAMS

Curent Law

Under AFDC regulations, Staies may disregard assistance from other agencies and organizations thet
are for ¢ different purpose {complemensary) than AFDC and do not duplicare needs already met in the
need standard. {43 CFR 233.20(a)(3}(vii}

With specified exceptions, the Food Stamp program disregards cash donations based on need to the

household not to exceed 3300 in any one quarter from one ar more charitable organizations. (FSA
5}, &) 7 CFR 273.9(3}, {¢)(13).

Regul Specificati
€] The Secretary of HHS will consider adopting the current Food Stamp policy.


http:0'llI.EK

