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Section 482{bh} of the Act, as amended by section 102{2} of
this Act, is further amended by-- |
{1} redesignating paragraph (4) as paragraph {(4) (A},
12) striking out *The State sgency" in such paragraph
{4) {A} and insercing in lieu thereof "Except as provided in
subparagraph (8}, the State agency", and
{3} by inserting after and bslow paragraph (4) {A) the
following:
"{B! The State agency shall--
*{il assign & case manager to each custodial
parent receiving aid under part & who is under age
20 .
"{ii} provide that case managers will have
the tréiniﬁg neregsary {taking incc congideration
Ehe recommendations of appropriate professional
prganizations) to enable them to carry oub
successfully their responsibilities and will be
assigned a caseload the size of which permits
gffective case management; and
#{1il) provide ;hat the case manager will be
ragponsikle for--
"{I} assisting such parent in obtaining
appropriate services, iocluding at a minimum

parenting education, family planning
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services, education énd vocational ;raining,
and child care and transportation services,

"fi:; making the determinations
required to implement the provision of
pafagraph {43),

"(ILI} meonltoring such parent’s
compliance with all program requirements,
and, where appropriate, providing incentives
and applying sanctions, and

F{IV)  providing general guidance,
encouragement and support to assist such
parent in bis or her role as a pavent and in
achieving self-gufficiency.”.

S5BC. 504, 8TATE OPTION TO PROVIDE ADRDITIONAL Iﬁchwzvms AND

FENALTIES TO ENCOURAGE TEEN PARENTS TO COMPLETE HIGH

. SCHGOL AND PARTICIPATE IN PARENTING ACTIVITIES.

{a) State plan.--Section 4021:a) {18} iR} of the Act (asg
amendad by sectioa 101 of this Act) is amended by &ddigg Tapel
after vlause {iil) and adding after and below clauge {ii} the
following new clause: |

*{iii}) @&t the option of the State, custodial parents

who are undey ages 20 {and pregnant women under age 20} who

are receiving aid under this part will be reguired to
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participate in a program of monetary incentives and

penalties, consistent with subsection (k};7.

{b} Elements of program.--Section 402 of the Act is amended
by adding at the end thereof the f{cllowing new subsection:

*{ky {11 If a State chooses to conduct a program of monetary
incentives and penalties to encourage custodial pareats {and
pregnant women) who are under age 20 to complete their high
school {or eguivalent) education, and participate in parenting
activities, the State shall amend its Stats plan--

“{A} to specify the one or more pmlitiéal subdivigions
in which the State will conduct the program (or other
clearly defined gecgraphic area or areas}), and

*{B} to described its program in detall.

*{2} A program under this subsection--

*{A} 8hall reguire participation by all custodial
parents {including pregnant women) who are under age 20 and
have not recelved a2 high school diploma {or eguivalent)
other than a parent who meetrs a criterion {other than
incapacicy oy disability) described in subsection
{a) (18) (D};

"(B) may, at the opticn of the State, include all such
parents who arye under age 21:; ’

“{C} méy, at the option of the State, reguire full-

time participation in secondary school or equivalent
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educacional activities, or participation in a c¢ourse or
program leading te a skills certificate found appropriate by
the State agency or parenting education activities {or any
combination of such activities and seconﬁar§ gducation);

?fﬁ} shall raguire that the ase manager assigned to
the custedial parent pursuant te section 482(b) (3} will
review the needs of such parent and will assure that, esither
in the initial development or revision of the parent’'s
employabilicy plan, there will be incliuded a description of
the serviges that will be provided to the parent and the way
in which the case manager and geyvice providers will
coordinate with the educational or skills training
activities in which the custodial parent is participating;

*(E} shall prévi&e monetary incentives for more than
minimally acceptable performance of reguired sducational
acvivities: and

"{F} ehall provide penalties {which may be thoss
required by subsection {a} {19} {G) or, with the approval of
the S&cretéry, other monetary penalties that the State finds
will better achieve the objectives ¢f the program.

*{3} When a monetary incentive ig payable because of
the more than minimally acceptable performance of gequired
aducational activities by a custodial pavent, the incentive

ghall be paild dirsctly to such parent, regardless of whether
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the State agency makes payment of aild under the State plan
directly to such parent. .
“{4} (A} For purposes of this part, monetary incentives
paid under this subsection shall be considered ald to
families with gdependent children.
“{B} For purpeses of any other Federal or Federally-
agssisted program based on need, no monetary incentive paid
under this subsection shall be counsidered ingcome in
determining a family’s eligibility for or amount of benefits
undeyr such program, and if aid is reduced by reason of a A
penalty under this subsection, such other program shall
treat the family invelved as if no such penalty has been
applied.
"{5} The State agency shall from time to time provide
such information as the Secretary may request, and otherwise
cooperate with the Secretary. in order to permit evaluation
of the esffectiveness on a broad bagis of the $State’s program
conducted under this subsection.®,
SEC. 505, ADOLESCENT PREGNANCY PREVENTICON GRANTS.

{a} Adolescent Pregnancy Prevention Program, .-

Title XX {42 U.S.¢. 1387-1387f) is amendsd by adding at the
end the following:

"SEC., 2008. ADQLESCENT PREGNANCY PREVENTION GRANTS.
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"{a} Purpose.--The purpose of this saction is Lo encourage
and provide financial assistance for the development of intensive
and sustained school-linked and school-based pr&gm&nay prevention
programs for adelescents and theiy families in areas of high
poverty or high unmarriesd adolescent birth rates that build upon
other Federal, Btate, and local pregnancy prevention and youth
ﬁavai&pm&na.pxagrams*

"{h) General Authority.-- Notwithstanding section
200%4{a) (6}, the Secretary of Health and Human Services, the
Secretary of Education, and the Chief Executive Officer ¢of the
Corporation for National and Community Sexvice (hereinafrer
referred to ag the 'responsible Federal officials’), in
consultation with othexr relevant Federal agencies, shall jointly.
make grants to eligible entities, to carry out programs in
accordance with this section,

"{c} Federal Administration.--

{1} RNotwithstanding the Department of Education
Organization Act {20 U.S.C. 34Qi et seq.} and the General
Education Provisions Act (20 U.S.C. 1221 et seq.}, the
responsible Federal officials shall jeintly provide for the
adminigtration of this section, and shall jointly issue
whatever regulations, procedures, and guidelines, the

responsible Federal officials consider necsssary and
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appropriate to administer and enforce the provisions of this
gecrion.

“{2} The responsible Federal officials may enter into
agresments with any other Federal entity with expertise in
youth development actiwvities to aéministér the program under
this section and may provide such entity with appropriate
reimbursement.

*{gd; Punding.--

*{1} In General..-To achieve rhe purposes of this
section, the responsible Federal officials shall maks grants
to eligible entities under subsection (b} and conduct
activities under subgections (m) énﬁ {n} 80 that in the
aggregate the expenditures €£or such grants and activities de
not exceed $2¢,000,000 for fiscal year 1885, $40,000,000 for
fiscal year 1986, 860,000,000 for fiscal year 19%7,
$80,000,000 for fiscal year 1988, and $100,000,000 for
fiscal year 18%9 and each subsequent fiscal year.

"{2} Payments Lo Grantees.-- Upon approval by the
respongikle Federal officials, each grant applicant shall be
entitled to payment of at least 558,900 and not more than
$400,000 for each fiscal year based on an assessment by the
responsible Federal officials of the scope and quality of
the proposed program and .the number of adolescents to he

served by the program. Fayments to a grantee for any fiscal
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year shall be available for expenditurs by such grantee in
guch fiscal year or the succesding fiscal year.

# {3} Reseyvation for Evaluation, Training, Technical
Assistance, and National Clearinghouse.--The responsible
federal officials shall reserve, with respect to each fiscal
year, up bto 10 percent of the aggregate amount described in
paragraph {1} for expenditure by the xasponsible Federal
officials for evaluation, training, and technical assistance
related to the programs under this section, and for the
egtablishment and operation of a National Clearinghouss on .
Adolegcent Pregnancy Prevention §regr&m& under subsection
{n}.

" {4} Excess Amount.--If in any fiscal year the
aggregate amount specified in paragraph {1} for such fiscal
year exceeds the amount required to carry out approved grant
applications and other functiong under paragraph (3), then
the amount gpecified in section 2003{¢) (5} shall be
increagsed by the excess.

"{g) Definitions.--As used in this section:

"{1) Adolescents.--The term ‘adolescents’ means youth
who are ages 10 through 19.

" {2} Eligible enrity.--The term ‘eligible entity’

means a partnersnhip that includes--
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"{A}- a local sducation agency, acting on behalf .
of one or more schools; together wikth

{8} one or more community-based organizations,
institutions of higher education, or public or private
agencies or organizations.

"(3) Eligible area.--The term ‘eligible area’ means a
schonl attendance aréa in which--

*{A} at least 785 percent of the children are from
low-income families as that term is used in part A of
title I of the Rlementary and Secondary Bducation Act
of 1865;

"(B) the number of children receiving Aid to
Families with Dependent Children under part A of title
IV is substantial as determined by the responsible ‘
Pederal officials; or ’

, *{C} the unmarried adolescent birth rate is high,

as determined by the responsible Federal officials.

“ffl} School.--The term ’school’ means a public
elementary, middle, or secvondary school.

“(@) Regpongible Federal officials.-- The term
‘respongible PFederal officlals’ means the Secretary of
Education, the Secretary of Health and Human Services, and
the Chief Executive Officer of the Corporation for National

and Community Service.
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“{f} Uses of Funds.--Grants under this section -~
"{i} shall be used to --

(A} develop, coperate, expand, and improve a
gequential, age-appropriate program of instruction and
counseling services for adolescents designed to promote
personal responsibility and a healthy drug free
lifestyle, and to prevent adelescent pregnancy, through
guch activities ag counseling and instruction in the
full range of congaguences of premature sexual behavior
and adolescant pregnancy, Lraining in decision-making,
and activities to promote involvement of parents and
families in adcolescent development and perscnal

cregponsibilivy; and

*{B} provide opportunitiss for yvouth at-risk to
develop sustained contact with one oy more volunteer or

. professionally trained adults to provide character
development, through such activities as mentéring,
group coaching, or after-school activities; and
¥{2} may be used to conduct other related activities

that promote  the purposes of this section.
*{g} Application.-- Each applicant for a grant under
subgection (b) muet submit an applicaction that --
{1} idngludes a plan, based on 1&&&1 negeds, for

accomplishing the purpcses of this section that --
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*{a} sets forth specific, measurable goals
intended to be accomplished under the program, and
describes the methods to be used in measuxring proyress
toward accomplishment of such goals:

*(B) describes the components of the program,
including --

*{i} the veole in the pregram of any national
service participants supported by the National and
Community Service Act ©f 1990 (42 U.&.{. 12501 et
seyg.) or by any other national service law as
defined in such Ack, ang

"{ii}) the activities, in accordance with
subgection {f}, that will be made available under
the program,

and the manner in which su¢h components will be
implemented, including the extent to which activities
will take place after school, on weekends, or during
the gummer ;

"(C} describes the manner in which ong or more
profeseional staff will administer the program, and,
whaere appropriate or feasible, the manner in which
national service participants will be involved in the
development or delivery of services and in the

coordination of during ¢r after-scheol activities;
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"(2) demonstrates the manper in which the program will
be based on research concerning effective means of reducing
adolescent pregnansy, including reducing risk-taking
behaviors correlated with adolescent pregnancy;

"{3}) demonstrabtes that the program will gserve male and
female adolescents and, where feasible, out-¢f-school
adolescents, and describes Che steps the applicant will take
ée serve such adolegcents;

* {4} demonstrates the manner in which the applicant
will provide, to the extent feasible, a continuity of
services for adolescents unril age 19;

"{8} demonstrates the extent to which school
pergonnel, parents, community organizations, and the
adolescents to be served have partigipated in the
development of the application and will participate in the
pianning and implementation of the program;

(&) describes the applicant's partnership, including
the relationship of the partners, the vole of sach partner
it the development and implementation of the program, and
the manner in which the partners will coordinate their
TeSoUrces;

*{7} describes the nature and scope Of commitment Lo

the program by other community institutions, such as
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religious organizations, community groups, institutions of
higher education, business, and labor;

{8} describes the methods to be used in coordinating
the provigion of services under the program with the
provigion of services or benefits under other Federal or
federally assisted programs, 8State and local programs, and
private pfograms gerving rhe same population;

"{%} demonstrates that the area to be served is an
eligible area;

#{14}) contains agsurances tha; ar least one activity
will be located in a school in the area to be served and
describes the activities that will be school-based;

“{11) contains assurances that the amounts provided
under thig saction will not be used to supplant Federal,
State, or local funds for services and activities that
promote the purposes of this section;

?{12) contains assurances that the applicant will
provide a non-Federal share, in cash or in kind, of at least
20 percent of the cost of carrying out the approved program;

{13} describes the applicant’s plan for continuation
of the program following completion of the grant periocd and
cermination ¢f Federal support undey this section;

"{14} <contains assurances that the applicant will

furnish such reports, containing such information, and
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participate in such evaluations, as the responsible Federal

officials may require; and

*{15) includes such other information and assurances
as the responsible Federal officials may reasonably reguire.
*{(h} Priorities.--In making awaxrds under this section, the

responsible Federal officials shall give priority to aspplicants
that --

*{1} provide for non-Federal resources signigicantly
in excess of those reguired in subsection (g} (12) or for an
increasing ratio of non-Federal resources over the term of
the grant; and

#{2} participate in other Federal and ncn-Federal
programs that relate £o the purpeses of thig section.

*{i} Treatment as Non-Faderal Share.-- For purposes of the
National and Community Servige Act of 1§30 (42 U.5.C. 12501 &t
geqg.}, the funds provided to a grantes under this section shall
not be considered Pederal funds.

“{3} Prohibition on Use of Funds.--No assistance made
available under this secvion shall be used to provide religious
ins:ruc:ion,lto conduct worship services, or to proselytize in
any manner.

*{k} Guographic Diversity.--The responsible Federal

efficials shall, to the extent feasible, ensure that applicatiocns
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are approved from both urban and rural areas and reflect
navionwide geocgraphic diversity.

{1} ZApplication Period.--An application approved under
thie section shall be for a term of 5 years; except that approval
may be terminated before the end of such period if the
responsible Pederal officials determine chat the grantee
conducting the program has failed substantially to carry éut the
program as described in the approved application.

*{m} Evazuaticn,'Training, and Technical Assistance,--

*{1} Bvaluation.--The responsible Federal officials
shall evaluate the effectivengss of programs conducted under
this section, directly or by grant or contract, and may
reguire sach grantee conducting such a program to provide-
such information as the responsible Federal officials
determine i8 necessary for such evaluations.

"{2) Training and Technical Assistance.--The
regponsible Federal officials may provide training and
technical assistance with respect to the development,
inpilementation, or operation of programs under this section.

"{3} <Coordination with National Clearinghouse.--The
re&yea&iblex?ederal pfficiales shall coordinate the
activities conducted under this subsection with the

activities condugted by the Naticnal Clearinghouse on
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Adolescent Pregnancy Prevention Programg under subgection
(n) .
*{n} National Clearingnoué& on ARdolescent Fregnancy.

“{1} Establishment.--The responsible Federal officiale
shall establish, through grant or contract, a national
canter for the collection and provigion of programmatic
information and technical amsistance that relates to
adolescent pregnancy pravention programg, to be known as the
'National Clearinghouse on Adolescent Pregnancy Prevention
‘Programs’ .

(2} Functions, -~-The national center established under
paragrapnh (1} shall eerve as a national information and data
¢learinghouse, and as 2 tralning, technical assistance, and
material development source for adolescent pregnangy
prevention programs. Such center shall --

"(A} develop and maintain a sysitem for
disseminating information on all types of adolescent
pregnancy preventlon programs and on the state of
adolescent pregunancy prevention program development,
including information concerning the mosr effective
model programs;

" (B) develop and gponsor & variety of training
ingtitutes and curricula for adolescent pregnancy

pravention program staff;
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(¢}  ddentify model programs representing the
various types of adolescent pregnancy prevention
programs;

({3} develop technical assistance materials and
activities to agsist other entities in establishing and
improving adolescent pregnancy prevention programs;

"(B) develop networks of adolescent pregnancy
prevention programs for the pu%pose a? sharing and
diggeminating informacion; and ‘

*{F} conduct such other activities ag the

respongsible Federal officials find will assist in

~developing and carrying out programs or activities to

reduce adolegcent pregnancy.”.

Effective Date.-- The amendment made by this sgection

shall become affegrive Gotber 1, 19%4.

SEC. 506. DEMONSTRATION PROJECTS TO PROVIDE COMPREHENSIVE

(a)

SERVICEE TO PREVENT ADCLESCENT PREGNANCY IN HIGH-RISK

COMMUNITIES.

Demonstration Projects.-- Title XX (42 U.8.C. 1397-

:397€; is amended by adding at the end the following:

“SEC, 2009. DEMONSTRATION PROJECTS TC PROVIDE COMPREHENSIVE

SERVICES TO PREVENT ADOLESCENT DREGNANCY IN HIGH-RISK

COMMUNITIES.
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“"{z) (1) Purpose.--In order to stimulate the development of
innovative approaches for the effective delivery of comprehensive
services, with particular emphasis on pregnancy préventlion, to '
certain youth and their families in high-risk communities and the
promotion ¢f community invelvement in improving the environment
in which su¢h yourh live, the Secretary of Health and Human
Services shall conduct a program of demonstration projects in
accordance with this section.

*“{2} Approval of Projects.--The Secretary of Health and
RHuman Services, in consultation with the Becretary of BEdugation,
the Secretary of Housing and Urban Development, the Attorney
General, the Director of the Office of National Drug Control
Policy, and the Secretary of Labor, shall approve at least 5 and
not more than 7 projects, in accordance with subsasction {g).

Upon approval by the Secretary, each project appliicant shall be
entitled to payment of up to $3,600,000 for each of fiscal yvears
1985 cthrough 198%% for the purpose of conducting approved
demonstration projects.

"{b}) Punding.---

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

Secrgtary $2¢,000,000 féz each of fiscal years 1985 through

1998 for carrying out the projects under this section.

Payments {0 & grantee for any fiscal vear must be expendsd
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by the grantee in such fiscal year or the succeeding fiscal

year.

“{2) EBvaluation, Training, and Technical Assistance.--

The Secretary shall reserve, with rsspell to each fiscal

year, ten percent of the amount described in paragraph (1)

for expenditure by the Secretary for training and technical

agsgistance related to the demonstration projects under chis

section and for evaluation ¢f such proiegis., The amount 8o

reserved shall remain avallable for obligation through

fiscal year 1993,

% {3} Excess Amounts.--If in any fiscal year the amcunt
gpecified in paragraph (1) for such figcal year excesds the
amount regquired to carry out approved projects amkd evaluation,
training, and technical assistance under this section, then the
anmount specified in section 2003(c¢) {5) shall be increased by the
ERCEsI,

"(c} Application; Eligibility Criteria.--# local public or
private nonprofit organization, including an unit of government,
or any combination of such entities, shall be eligible to submit
a project application. In order that an application be approved
under subsection (a), the application must --

* (1} demonstrate that the geographic area to be served

by the project satisfies rthe following criteria:
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"{ay it includes a populaticon of 20,400 bo 35,000
residents,

®*{H} it has an identifiable boundary and is
recognizable as a community by its residents, and

"{{) within the community, there is a poverby
rate of not less than 20 percent; '

»(2)  inelude a plan for accomplishing the purposes of
section that --

"{A} describes the comprehensive, integrated
services, in accordance with subsection (e}, t&am will
ke made available under the project;

"{B] {1} sets forth the goals intended to be
aécamplisb&d under the projeat, andg

*{ii} descyibes the methods t¢e be used in
measuring progress toward accomplishment of such goals
and the ocutocomes to be measured, including unmarried
adolescent birth rates, rates of youth alcchol and drug
use, races of youth viclence, high school graduation
rates, and such ¢other ocutcomes as the Secretary finds
appropriate;

*{C} describes the process by which the affected
community {including parents, the youth to be served,

schoals, local government, religlous organizations,

community groups, business, and labor) is a full
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pavtner in the process of developing and implementing
the project and the extent to which parents, the youth
to be merved, and local institutions and organizations
have c¢ontributed Lo the planning process;

*{D} ddentifies the private and public
partnerships to be uged; :

*{E) describes the methods Lo e used in
coordinating the provision of sarvices under the
project and the provision of services or benefits under
other Federal or federally assisted programs, State and
iocal programs, and private programs serving the same
population; and

"{F) describes the manner in which Pther Federal
fundsg and non-Federal funds will be usged to further the
purpeses of the program;

"%3) demonstrate strong State and local government
commitment to the project and invelvement in the planning
and implementation of the project;

*{4} demonstrate the ability of the applicant to carry
out .the project;

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

accurate records regarding the activitieg carried out with

funds under this gection;



161
» {6} contain assurances that the amounts provided
under thig section will not be used to supplant Federal,
State, and local funds for services and activities that
promote the purposes of this section;
*{7) contain assurances that the applicant will

provide a non-Pederal share, in cash or in kind, of 10

percent of the cost of carrying out the approved projsct and

describe the capacity of the applicant te provide the none

Federal share:

"{8}; contain assurances that the applicant will
furnish such reports, containing such informabion, and
participate in such svaluations, as the Secretary may

reguire; angd

*{9} include such other information as the Secretary

may reguire.

#{dy Priority.-- In making awards under this section, the

Secretary shall give priority to applicants that provide for non-

Federal resources significantly in excess of those required in

subsection (c) {7},

"(e)} Use of Grants.--Under each demonstration project
congucted undeyr thisg section, the grantee shall develop a
community-wide strategy to address the causes and factors of

risk-taking tendencies among youth, to positively affect

cormunity norms, toe increase community health and gafety, and to
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generally improve the social environment to enhance the life
choice of community youth. The strategy shall be used to provide
a comprehensive set of coordinated services designed to saturate
the community and shall include, but not be limived to, the
following areas:

"{1} health services designed to promots physical and -
mental well-being and personal responsibility {with
particular emphasis on pregnancy prevention), such as school
health services, health educaricon, family planning services,
alvohol and drug abuse prevention services and referral for
treatment, life skills training, and decision-making skills
training;

{2} educational and employability development
gervices designed to promote educational advancement leading
to & high school diploma or its equivalent and opportunities
for high skill, high wage job attainment and productive
employment, to establish a lifelong commitment ¢o learning
and achievement, and to increase gelf-confidence, such as

cacademic tutoring, literacy training, drop-out prevention
programs, career and college counseling, mentoring programs,
job skills training, apprenticeships, and part-time paid
work opportunities;

"{3] social support services designed to provide youth

with a stable environment, copportunities f£or a sustained
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relationship with one or more atdults, and opportunities for
participation in safe and productive activities, such as
cultural, recreational and sports activities, leadership
development, peer counseling and ¢risis intervention,
mentoring programs, parenting skille training, and family
counseling;

' "(4) community activitles designed to improve
communicy stapility, and to encourage youth to participate
in community service and establigh a stake in the community,
such as communitcy policing, comminity service programs,
compunity activities in partnership with less distressed
neighborhaods, local media campaigns, and establishment of
community advisory coungils with youth representation; and

“{8} employment opportunity development activities

'desigﬁed to be coordinated with educational and
employability development services, social support services,
and community activities described in paragraphs (2) through
(4} . Emphasis shall be on development ¢of linkages with
employers within and cutside the community to help create
employment opportunities and foster an understanding by
community youth of the relationship batween productive
employment, healthy development, and socund life cholces,

"{£} Evaluation, Training, and Technical Assistance., --
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* {1} Bvaluation.--The Secretary sghall evaluate the
effecriveness ©f each demonstration project conducted under
this section and may reguire each grantee g¢onducting such a
project to provide such information as the Secretary
determines is necegsary for such evaluations.

(2} Training and Technical Assistance.--The Secretary
shall provide training and technical assistance with raspect
to the development, implementation, or operation of projects
under this ssction.

"(3) Coordination with National Clearinghouse.--The
Secratary shall coordinate the activities conducted undey
this subsection with activities cogdacted by the National
Clearinghouse on Adolescent Pregnancy Prevention Programs
under section 2008{n}.

"{g} Funding Period.--EBach demonstration project supported
under this section shall be conducted for & 5-year period; except
that the Secretary may terminate a project pefore the end of such
pericd if the Secretary determines that the grantee conducting
the project has failled substantially to carry out the project as
described in the approved application,

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

section:
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#{1} Youth.--The term ®*youth® means an individual who
is not less than 10 yvearg of age and not morye than 21 ye€a&rs
of age, |
“ {2} Use of Census Data.--Population and poverty rate
ghall he determined by the most recent decennial censug data
available.".

{b) éffamzive Dats.-- The amendment made by thig section’

shall become effective October 1, 15354.
TITLE VI - CHILD SUPPORT ENFORCEMENT
* * *
TITLE VII - IMPROVIRG GOVERNMENT ASSIZTANCE AND PREVENTING FRAUD
PART A - AFDC AMENDMENTS
SEC. 701, PERMANENT REQUIREMENT FUR UNEMPLOYED PARENT PROGRAM.

{a) 1In General.--8ection 401(h} of the Family Support Act
f 1988 (rerminating the requirement that States provide benefits
to two-parent families based on the unemployment cf the principal
cgarner} is repealed.

{b) Applicability to Puerto Rico, American Samca, Guam, and
the Virgin Islands.--Section 401(g) {2} of the Family Support Act
of 1988 is amended, effective on the date of enactment of such
Act, to read as follows:

"{2} The amendments made by this gection {other than
thoge made by subsection (¢}} shall not become effective

with respect to Puerto Rico, Bmerican Samoa, Guam, or the
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virgin Islands unless the jurisdivtion involved notifies the
Secretary of Health and Human Services that it chooses to
have such amendments apply and submits the necessary plan
amendment . *.
SE{. 702, STATE OPTIONS REGARDING UNEMBLOYED PARENT PROGRAM,
{a} Duration of Unemployment and Recency-of-Work Tescs.--
(1) Ssction 407 (b} {1} {a} of the Act {in the matrer preceding
clauge (1)) is amended ©o read as follows:

"{A) subiect to paragraph (2}, shall provide for the
payment of aid'za families with dependent children with
imsgmcz: to a dependent child -within the meaning of
subgection (a) --¥,

(2) Such section is further amended--

{AR) Dby striking out "whichever" in clause (i} and
ingerting in lieu thereof *when, if the ftate chooses o 8o
regquire {and specifies in its State piani, whichever’,

{B}) by inserting "when" before such parent in clause
(ii), and

{C} by striking ocut #(iii) (I}" and inserting in lieu
theyeof " {iii} when, if the State choovses to so regquire {(and
specifies in its State plan) {(Iy*°.

{b) Btate Option to Define "Unemploymant”.--At its option,
a State may apply. for purpeses of section 407 of the Act, a

definition of unemployment that includes some or all of the
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individuals who, solely by reasons of the standards prescribed by
the Secretary of Health and Human Services under subsection (aj)
of such gection and in effect on tne date of enactment of this
Act, would not have been eligible for aid 20 familiss with
depsndent children, and shall include such definition in its
State plan approved under part A of title IV 'of the Act.

(¢} Effective Date.-- The amendments made by this section
and the provisiouns of this section shall become effective October
1, 1986, ,

SEC 703. DEFINITION OF ESSENTIAL FERSON.

{1} General Requirement.--Section 402 of the Act is amended
by adding immediately after and below subsection (¢) the
following new subsection:

"{d); In order that the State may include the needs of an
individual in dstermining the needs of the dependent ¢hild and
relative with whom the child is living, such individual must be
living in the same home as such ¢hild and relatiwve and--

"{1) furnishing personal services required because of
the relative’'s physical or mental inability to provide care
necessary for herself or himself or for ths dependent c¢hild
{which, for purposes of thig subsection only, ingcludes a
thild receiving supplemental sacurity income bengfits under

title XVI), or
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" {2} furnishing child care services, or care £ an
incapacitated member ¢f the faﬁily, that is necegsary to
permit the caretaker relative --

*{A} to engage in full or part-time employment

cutside the home, 3

#{B} to attend a course of education designed to
lead to a high schoel diploma {or its eguivalent) or a
course of training on & full or part-time bagisg, oOr to
participate in the program under part F on a part-time
bagig.". ;
104, EBXPANDED STATE OPTION FOR RETROUSPECTIVE BURGETING,
Section 402(a) (13) of the Act is amended --

{1) by striking ocut in the matter that precedes
subparagraph (A} *but only with respegct to any ong Or more
categories of families required to report monthly to the
State agency pursuant to paragraph (14),%; and

62) by striking out in each of subparagraphs {A} and
(B} *{but only whare the Recretary determines it to be
appropriate, in the case of families who are reguired to
report monthly to the State agency pursuant to pavagraph
{143, ".

705. BRDISREGARES OF INCOME.
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ta} Student Barnings.-- {1) In General.-- Section
éﬁ%(a}ié}}ﬁiiij of the Act is amended by striking out “dependant
child®* and inserting in lieu thereof "individual under ags 18°%.

(2} Conforming Amendmentg.-- Section 402{a} of the Act is

amendad- -

k3

{ay {1} by striking ocut "a dependent child" in
paragraph {8) (A) (vii) and inserting in lieu therecf *an
Individual under age 15", and

{ii} by striking out *such child” in such paragraph
and inserting in lieu thereof “such indiwvidual", and

{B} by striking ocut in paragraph {18} *of a depandent
child"” and inserting in lieu thereof *of an individual under
age 19+%,
ib) Standard Barned Income Disregard Amount.-- (1) Section

402{a) {8) (A} {ii} of the Act is amended by striking out "$30* and
inserting lieu thereof "$120, or if greater, $120 adjusted by the
CPL (as prescribed in secrion 40843} %,

{2} The amendment made by this subsection shall become
effective October 1, 1936,

{¢} State Option to Disregard Barned Income.-- (1] In
General.-- Section 402(a) (8} (A} {iv) of the Act is amended to read
ag follows:

F{iv} may, at its option, disregard amounts of

earned income in addition to those regquired or



170

permitted to be disregarded under this paragraph, and

shall specify in its State plan any such additipnal

ampunts and the circumstancges (including whether they
will be disregarded for applicants as well as for
recipients) under whic¢h they will be disregarded;"

i2) Conforming Amendments. --

(A) Clause {ii) of section 402(a) (8} {B) of the Act is
repealed,

(B (i) Section 402(a}{37) of the Act is amended by
striking ocut “or because of paragraph (8} (B} (ii) (II1 ",

{1i} &scrion 19%925{a) of the Act is amended by striking
out “or because of section 402(a) {8){B) (1i) (11} {providing
for a time-limitexd earned income disregard)".

{C} Section 4062y} (1) {A){ii) of the Act is amended by
striking outr "increased income” and all that follows down to
the pericd and ingerting lisu theresf "anount of earnings
from, such employment”.

{3) Effective Date.-- The amendments made by this
subsection ghall become effective OCtober 1, 19%6
(ll} Disregard of Training Stipends,--Section
402 {a} (8) {A) {v} of the Act is amended to read as follows:
“{v] shall disregard from the income of any
individual applying for or receiving aid to families

with dependent c¢hildren any amgunt received ag a
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stipend or allowance under the Job Training Parmnarsﬁip

Act or under any other training oy similar program;”?,
(e} Mandatory Child SBupport Pass-Through.-- {1} Section

402(a} {8} (A} {vi) of the Act is amended--

{A} Dby striking out *§50" (in two places) and
inserting in lieu thereof "§50, or, if greater, §50 adiusted
by the CPI (as prescribed in secticn 406{i}:";, and

{B] by striking out the semicolon at the end and
ingerting in lieu thereof “or, in lieu of the amount
specified in two places in this clause, such greater amount
as the State many choose (and provide for in its State
plan):*.

(2} CPI Adjustment.--8ection 406 of the Act is amendgd by
adding at the end thereof the following new subsection:

*{i} For purposes of this part, an amount is ‘adjusted
by the CPI‘ for any month in a calendar vear by multiplying
the amount involved by ths ratio of--

{1} the Consumer Price Index {as& prepared by the
Depariment of Labor) f{or the third gquarter of thé
preceding calendar yesar, toO

*{2) such Consumer Price Index for che third
quartexr of calendar year 13886,

and rounding the product, if not & multipie of §10, to the

nearer multiple of $10.%.
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(£) Lump-Sum Income.-- {1} In General.--Secticn 402{a} {8} {A}
of the Act is amended--
{1} by striking out *and” after clause (viii}, and
{2} by adding after and below clause (viii) the
following new clause:

“{ix) shall disregard from the income of any
family member any amountg of income received in the
form of nonyecurring lump-sum payments;".

{2} Repeal.-~8ection 4021{a) (17) of the Act is repealed.
{g} Educaticnal Assistance.-- Section 402(a) (8) (A} of the
Act is further amended by adding after and .below clause (ix) the
following new clause: '
“{xy shall digregard all sducational
aggistance provided ¢ a family member:¥.
{h} In-Kind Income.--Such section is further amended by
adding after and below clause (x) the following new clause:
"{xi) shall diaregard all in-kind income
provided to a family membeyr;?
e{i) Henefirvs Under the Hational and Community Service
Act, -+ Buch section is further amended by adding after and below
clause {(xi) the following new clause:
"{x1i) shall disregard any living allowance,
child care allowance, stipend, or educatisnal

award paid under section 140 ¢f the National and
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Community 8Service Act of 19%0 to a family menmber
participating in a national service program
carried out with assistance £rom the Corperation
for National and Community Service;*.
(§) *Fill-the-Gap® Digregards.-- {1} Such section is
furchey amended by adding after and below clauses (xil} the

following new clause:

; "(xiii} may disregard, in addirion to any other
amounts required or permitted by this paragraphk, income
described in the State plan by type or source and by
amount, but no amgunt in excess of the difference
batween bthe State’s standard of need applicable to the
family involved and the State’s payment amount for a
family of the same gize with no other income;®.

{2} The amendment made by this subsection shall become
effective October 1, 19%6.

BEC, T706. STEPPARENT INCOME.

(a) Section 402(a)(31) of the Act is amended by striking
out *53C¢” and inserting in lieu thereof "$§120" and by striking
put the semicolon at the end and inserting in lieu thersof », or,
at the option of the Scate, B0 much of such income as excesds any
greabér amount or amounts as the Scate agency fiéds appropriate

to strengthen family life and provide incentcives to increage

pArNings;®.
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" (b} The amendment made by this section shall become
effective October 1, 19%6.
SEC. 707, INCREASE IN RESOURCE LIMIT.

Section 402(a){7:{B) of the Act is amended (in the matter
preceding clauge {il} by striking out *$1000 or such lbwer amount
ag the State may determine "and inserting in lieu thereof "32000
or, in the case of a family with a member who is 60 years of age
or older, &3Q00".

SEC. 708. EXCLUSIONS FROM RESBCURCES.

(a} Life Insurance.-- Section 402{a) {7} (B) (i1} of the Act
is amended by striking out the semicolon at the end and inserting
in lieu thereof ", and the cash value of iife insuranos
policies; ",

{; Real Property which Must be Disposed of.--Bection
432 {a} {7) (B} {111} of the Act is amended to yead as follows:

*real property which the family is making a good faith effort to
dispose of at a reasonable price;*.

{¢c} Exclusion ¢f Payments of the EITC.-- Saction
402 ¢a) (7} {B} ofﬁnh@ aAct is amended--

(1) hy striking out "or" after glause {iii), and
{2} by amending clause (iv) {pertaining to payments by
reason of the Barned Income Tax Credit) by striking out "the

following month* and inserting in lieu thereof “the

f&lloﬁing eleven-month period®, and by striking out ths
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gemicolon at the end and inserting in lieu thereof "and any

lump-sum payment of State earned incoms tax credits;”.

{d} Lump-Sum Payments for Medical Expenses or Replacement
of Lost Resgources.-- Section 402{a) {7} (B) of the Act is amended--

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

{2} by adding after clause (iv} the following new
clause: *{yv) for the month of receipt and the
following eleven-month period, amounts that have been
paid as reimbursement {or payment in advance} for
medical expenses or for the cost of ragaizingﬂér
replacing resources of the family:*®.

{e} Individual Development Accounts.-- Section 402(a) (7} (B)
of the Act is amended by adding after clause {v} the following
new clause: "{vi} amounts, not to exceed $20,900 {including
intexest) in total, in one ox meore, Individual Development
Accounts established in accordance with (I) section $28% of the
Internal Revenue {ode of 1988 by any member of a family’rebﬁiving
aid to families with dependent children, or {II} under_a
demonstration project conducted under the Individual Development
‘Account Demonstration Act of 1984, but only such amounts

{lnaludzng interest) that were credited to such acca&nt in a

ar S r"" . . - Pl S e
* R L w7 - PR

‘month fdn-whmcﬁ ‘sudh alé wag® padd; ax«faod*stamps prev&da& with

raspect to such individual or in any month after such a month;®.

~
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{f) Resources for Self-Employment.-- Section 402{a} (7} (B}

of the Act is amended by adding after gliause {(vi} the following

new ¢lause: "{vii) liguid and nonliquid resources that are or

will be used for the self-emplovment of 8 fandly member, to the

extent and under the circumstances allowed by the State agency in

accordance with regulations issued by the Becretary after

consultation with the Secrerary of Agriculture;®.

Sel.

SEC,

T0%. VALUATION OF AUTOMOBILE.
Section 402{a) (7) (B} of the Act is amended -~
{1} by striking out in clause (i} *and so mich of the
family member's ownership interest in one auviomobile as does
not exceed such amount ag the Secretary may prescribe"; and
{2} by striking out the semicolon ab the end of such
section and ingerting in lieu thereof *; and ghall, in
applying the provisions of this subparagraph, determine the
valug of motor vehicles, and the extent to which such value
shall be included, in accovdance with rules prescribed by
the Secretary, in order to assist in achieving the
obigotives of this title;e.
710, TRANSFER OF RESQURCES, ~-

Seccion 4024a}{7] of the Act is amenged--

a . o - “ e
PR S S E e .

. " ar {1}~ by 8dding “and" atter subparagraph.(Cl, and.

{2} by adding after and below subparagraph {C) the

following new subparagraph:
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{1 shall determine ineligible for aid any
family member who knowingly transfers resources for the
purpose of qualifying or attempting to qualify for such
aid for such'period, not in excess of one year from the
date of discovery of the transfer, determined in
agcordance with regulations of the Jecretary;".
SEC. 711. LIMITATION ON UNDERPAYMENTS.
Section 402{a) {22} (L} of the Act is amended by styiking out
"an underpayment’ and inserting in lieu thereof "an underpayment,
the corrective payment shall be made regardless of whether the
family is, at the time payment is made, receiving current payment
ef aid under the State plan but such payment ghall not exceed the
\amaunt necessary to correct for the underpayment of aiﬁiﬁuriag
the twelve-month period immediately preceding the month in which
the State agency firast learned of the underpayment, and?®,
SEC. 712. COLLECTION QF AFDC QVERPAYMENTS FROM FEDERAL TAX
REFUNDS .
{a} Authority to Intercept Tax Refund.-- Part A _of title IV
of the Act is amended by adding at the end thereof the following
new section: ‘

"COQLLECTION OF QVERPAYMENTS FROM FEDERAL TAX REFUNDS

ki . T
- P T R 1 S R T P

' MSee, 41B.(al. Uponreceiving-notice from &. 8tate. agency
administering a plan approved under this part that a named

individual has been overpald under the State plan approved under

R A "
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this part, the Secretary of aha’Treasnry shall determine whether
any amounts ag refunds of Federal taxes paid are payable to such
individual, regardless ¢f whether such individual filed a tax
return as & married or unmarried individual. If the Secretary of
the Treagury finds that any such amount is payable, he shall
withhold from such refunds an amount equal to the overpayment
sought to be collected by the Btate. and pay such amount Lo the
State agency.

"(b) The Secretary of the Treasury shall issue regulations,
approved by the Secretary of Health and Human Servicas;‘thaz
provide- -

{1} that a State may only submit under subsection {a)
requests for collection of overpayments with respect to
individuals (A} who are no longer receiving aid under the
State plan approved under this part, {B} with respect to
whom the State has already taken appropriate astion undey
State law againgt the income or rescurces of the individuals
or families involved as required under gection
402 {a) (22} (B}, and ((} to whom the State agency has given
notice of ites intent to regquest withholding by the Secraiary

of the Treasury from their income tax refunds;

.t P ) e W e e
" e boas e Y ™ bl T ed D

‘e A W{2T 'tHat the Séﬁretary~aﬁ~éhe~?raa$ﬁry wiilwgiye‘a

timely and appropriate notice to any other person £iling a

-
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joint recurn with the individual whose refund is subject to

withholding under subsection (a); and

{3} the procedures that the State and the Secretary
of the Treasury will follow in carrying out this section
which, o the maximum extent feasible and consistent with
the gpecific provisions of this section, will be the same as
rhose ilssued pursuant to section 464 (k) applicable to
collection of past-due child support.®.

(r)} Conforming Amendment.-- Section 552a(a) (B) (B) (iv) {IIL)
of title 5 of the United States Code is amended by striking out
*section 464 or 1137 of the Social Security Aces and inserxting in
Jieu tharepf "section 419, 454, or 1137 of the Social Security
Acr." |
SEC. 713. VERIFICATION COF STATUS OF CITIZENS AND ALIENS.

{al In Genexal.--Section 1137{d} of the Act is amended by
adding at the end thereof the following:

"{€} A State shall be deemed to meet the regquirements
of paragraph {1} with respect to the eligibility of each
member of a8 family applying for aid under the Scate plan
approved under part A of title IV, if the State requires, as

S

a candxtlon for such ezlgiblllty, a declaratlan in wrmting

+ R “n R

”,\‘,‘...n T et ¥ el i

, byxan ad&it mémber - af ‘the . famidy., - unﬁexwpanaltyngf“garjury,
that each family m&mber ig a citizen ¢of the United States or

an alien eligible for aid under such State plan {and, with



180

respect to a 'child born into a family receiving such aigd,

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

next redetermination of such family‘'s eligibility following
the birth of such child).*®

{b}) Effective Date,--The amendment made by subsection {a)
shall becoms effective upon enactment.

SBC. 714, REPEAL {F REQUIREMENT TO MAKE CERTAIN SUPPLEMENTAL
PAYMENTS IN STATES PAYING LESS THA&.THEIR NEBDS
STANDARDS .
Bection 402({a} {28) of the ACt is repealed.
SEC. 715. CALCULATION OF 185 PERCENT OF NEED STANDARD.

S8ection 402{(a) {18} of the Aci is amended by striking out
"without application of paragraph (8§} {(A) (viii},® and inserting
in liew thereof ®*applving only the disregard provisions of
paragraph {8) {A) thal appear in clauses {v} (income from a program
under the Job Training Partnership Act and similar proérams),
{viil) {payments related to the Barned Income Tax Credit),

{ix} {certain lump-sum payments), (x){educational assistance},
{xi} (in-kind income), and (xii) (certain payments under the
National and Cormmunity Sexvice Act of 1986),%.

SBEC. 716, TERRITORIES

4 . . AR B L g
IR G v R - -

{&}m sacﬁlan 11081a)- vf zﬁﬁ*&$&~;$~amenéed by amﬁndzng
paragraphs (1}, {2}, and {3} o read as follows:

"{1) for payment to Puerto Rico shall not exceed-.
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" (A} $B82,000,000 with respect o fiscal years
1894, 1985, and 19296, and

" (B) $102,500,000 or, if greater, such amount
adjusted by the CPI (as prescribed in subsection (f})
for fiscal year 192%7 and sach fiscal year thereafter;
*{2) for payment to uhegvirgin Islands shall not

greeed- -

"{A} 52,800,000 with respect to fiscal yesars
1384, 1985, and 19%%46, and

* {8} $3,500,000 or, if greater, such amount.
adjusted by the CPI {(as prescribed in subsection {f}}
for fiscal year 15%7 and sach fiscal year thereafter;
and
"{3) for payment to Guam shall not exceed--

"(A) §3,800,000 with respect to fiscal year 1994,
199%, and 1996, and

*{B} $4,750,000 or, if greater, such amount.
adiusted by the CPI {(as prescribed in subsection (£}),
for fLiscal year 1997 and each fiscal year thereafter.®.

{b} CPI Adijustment.--Section 1108 of the Act ig amended by

adding at the end thereof the following new subsection:

- . e Lt e = 2o il e .o . . - T
e A LR FOr purposes of subsectdon (&), an amount is.

¥

‘adijusted by the CPI’ for months in calendar year by
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multiplving that amount by the ratio of the Consumer Price
Index as prepared by the Department of Labor for--
*{1) the third quarter of the preceding calendar
vear, to

*{2} the third quarter of calendar year 1388.",
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PART B -- FOOD QT&MP ACT AMENDMENTS
SEC. 723. IRCONSEQUENTIAL INCOME.

Section B(dl (2} of che Pood Stamp Act of 1877 (7 U.5.C.
2014 {d) (2}) is amended to read as follows--

“{2} any inconsequential payments, as defined by the

Secretary, received during the certification period, but not

to exceed a total of such payments of 3§30 per householid

member in any guartery, whether the household’s inccmé is
calculated on a prospective or retrospective basis,”,
SEC. 722. EDUCATIONAL ASSISTANCE. -

Section 5 of the Food Stamp Act of 1877 (7 U.8.C. 20614} is
amended By--

{11 striking clause,{3} of subsection {d} and inserting in
iieu thereof the following--

‘ *{3) all educational assistance provided t¢ a household
member, *;

(2}  in the provise of clausge (&) of subsegtion (4},
8triking:“and no portion of any educational loan® and all that
follows tﬁrough "provided for living expenses,"; and

{3} strikiﬁg clause {(3) of subsection (X}.

SEC. 723. EARNINGS OF STUDENTS.

1 : T ® m Ll
[ g I s - o

W

+ Effactiv® on and after-September-i.. 1994, section 5(d) {7) of - .

the Food Stamp Act of 1277 {7 U.5.¢C. 2014{d) (7)) is amended by--
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{13 striking "a child who is a member of the househeld, who
is"; and

{2) seriking ", and who is 21% and inserting in lieu
therescf "who is 187,
SEC. 724. TRAINING STIPENDS AND ALLOWANCES;

i&COﬁE FROM ON-THE-JOB TRAINING PEOGRAMS.,
Section 5 of the Food Stamp Act o©f 1977 (7 U.8.C. 2014} is

amended by--

(1) striking *and (16)" in subsection {d) and inserting in
lieu chereof *{16}*; -

{2} inserting before the period at the end of subsection
{ay ", and (17} any amount received by any member of a& household
ag a stipend or allowance under the Job Training Partnership Act
or undey any other {raining or similar program"; and

{3} strxiking in subsection (1) the language beginning with
*under section 204 (L) (1) {C}* and all that follows through *19
vears of age." and inserting in lieuw thereof "ghall be considerad
earned income for purposes of the food stamp program. *.
SBC. 725, EARNED INCOME TAX CREDITS.

Effective on angd after September 1, 1994, the sscond

senmance of section S{g}{3) of :ha ?amd Stamg &ct of 1977 (7

]
i . . e
- ar i - - e .

CULSIC. ‘2,014(;;}2313 is "lmmded bymw e e e e
{1} inserting "Federal or State lump-sum” immediately

preceding "earned income tax creaditg"; and
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{2} striking the language beginning with "if such member
was partvicipating® and all that follows through "the 12-month
period®.

SREC, 726, RESCURCES NECESSARY FOR SELF EMPLOYMENT,

Section &{g} {3} of the Food Stamp Act of 1877 (7 U.S.C.
2014(g) (3}}) is amended by adding the following new third and
fourth sentences--

*The Secretary shall also exclude from financial resources

loans obtained for the purposes of starting ox operating a

business. The Secretary may exclude from financiéz

regources liguid or nonligquid resources that are or will be
used for the self employment of any membar of a household to
the extent and under the circumstances allowed in
regulations issued by the Sec¢retary after consultation with
and the Secretary of Health and Human Services.*®.
SEC. 727, LUMP-SUM PAYMENTE FOR MEDICAL EXPENSES OR REPLACEMENT
OF LOST RESOURCES.

Section S{g} (3) of the Food Stamp A¢t of 1977 (7 U.8.C.
2014 (g} {3)) as amended by this Act is further amended by adding
the following new f£ifth sentence--

“The S&aratary shall also exclude from fznancmal resgurees,

+ fiel o e
,'\\.««—-‘-"‘“" T . . L N

ﬁorma pefiod bt one vesy. from-sheir. reca@ﬁt,_amaunmﬁ that

have been paid as reimbursements (or payment in advance),
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for medical expenses or for the cost of repairing or
replacing resources of the family.®.

SEC. 728, INDIVIDUAL DEVELOPMENT ACCOUNTS.
Section 5i{g} (3) cf the Food Stamp Act of 1577

(7 U.§.C. 2014{qg} {3} as amended by this Act is further amended

by adding the following new sixth and seventh gentences--
"The Segretary shall also &x;':lude from financial resourges
amounts, not to excsaed $1D,p§8 {including interest} in
tetal, in one or more Individual Development Accounts
\establisheﬁ in accordance wiﬁh {A} gection 529,cf'gh&
Internal Revenus Code of 1986 (26 U.5.C. 1 et seg.) by any
member of a household applying for or receiving assistance
under this Act or (B} a demonstration project condugted
under the Individual Development Account Demonstration Act
of 18%4, but only guch amounts {(including interest} that
were credited to such account in a month for which
assistance was provided under this Act or aid to families
with dependent children was provided pursuant Lo part A of
the ritle IV of the Social Security Act, with éespect Lo
such individual, or in any month after such a month. The

Secretary shall also exclude from financial resources, for
' T e D e R P - iy

¢ the.montH of lts receipt and the—following menth,.a . .

LI >

nonrecurring lump-sum payment received by any hougehold -

memper if the household member reprassents that the payment
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will be depowmited in an Individual Development Account

established as described in the preceding sentence.®.
S8EC. 729. CONFORMIRG AMENDMENT.

Section 5(d) (8) of the Food Stamp Act of 1877
(7 U.B.C. 2014{d} {8)) is am&ndeé in the provisoc by inserting
*paragraph (3} of subsection (g) of this section or" immediately
preceding “other laws*®.

" PART C -~- BCONOMIC INDEPENDENCE

BEC. 731. SHORT TITLE.

Thig title may be cited as the "Individual Development
Account Demonstration Act of 1834".
SEC. 732, DECLARATION OF POLICY ARD STATEMENT OF PURPOSE.

{a} Declaration of Poligy.--It is the policy of the United
Stateg--

{1} to eliminate barriers that prevent recipients of
A2id to Families with Dependent Children {AFD() from becoming

gelf-sufficient through self.-emplovment and assgetr acgumla-

tion;

*

{2} to identify and implement cost-gffective
strategies to encourage saving and entrepreneuvrship among

the broadesgt possible range of low-income families,

- o . et
s L e W
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© pargddulatly famities ®ligible-for-AFDC, and-that have the
potential to reduce Federal spending on transfers and

services to the disadvantaged;
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{3} to enhance privaté—saczar opportunities for low-
income families by enabling them to use their own human and
financial resources through expansion of business invest-
ment, job c¢reation, home ownership, and human capital in-
vestment; and

{4} to expand the capacity of local organizationsg to
provide asset-related gervices that help people to help
rhemgelves such as savings mechanisms, lean funds, technical
asgistance, and entrepreneurial training.
‘{bZ Statement of Purpese.--The purposge of the demonstration
projects asuthorized under thisg title ig to provide for a means of
determining- -

{1} the social, psychological, and economic éff&cts of
providing low-income individuals the opportunity to accumu-
late assets and develop and utilize entrepreneurial skills;
and !

{2) the extent to which an asset-based agsistance
policy may be uged to enable individuals with low-income to
achieve economic gself-gufficiency.

SEC. 733. INDIVIDUAL DEVELOPMENT ACCOUNT DEMONSTRATION PROJECTS.

{a) In Geneval. ~~ﬁot later than one year aft&r the date of

* IV LA . - I e

”&nactmenn.of~$n;$ Act )™ any grate vr- 1ccal~gova*nm&ﬁc,_oz &ay
qualified organization may apply to the Administrator/Chairperson

of the Community Development Bank and Financial Institutions Fund
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{hereinafter the Admini&trator}ﬁh&ixgerson} for a graﬁa Lo
conduct individual development account demougtration projects for
eligible persons.
{b} Contents,.--Bach application shall--
{1} describe the demonstration project;
{2} describe the persong who will participate in the
project;
(3} demonstrate the ability of the applicant—

{Aa} to assist project partigipants in achieving
economic self-sufficiency through the prmjeci; and

(B} to assiét project partiqipénts in developing
greater knowledge about savings, investments, and other
financial matters: -

(C} to oversee the use of grant funds, including
the documentation and verification of start-up expenses
in the case of entrepreneurial assistance; and

(D} to effectively administer fhe praj&ct}

{4) in the case of a qualified organization, document
a commitment by the 8State in which the‘project is to be con-
ducted to provide a specified amount of fundg to the guali-

fied organizatzan for the project, and any 91mzlar commit -
* PRI —Y NL e b B

menm~maﬁé‘to the aualzfied oxganzzatma%*by any ather non-

Federal public entity or by any private entity;
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{5) contain a plan for maintaining data and other
information concerning assistance provided to projsct par-
tigipants sufficient ra avaluate the pr$§ect and a cercifi-
cation that the applicant will fully cooperate and provide
access to all information concerning the project in connec-
tion with any evaluation of the project conducted pursuant
to subsection (1): and

{€) vcontain such cother information as the Administra-
tor/Chair may prescribe,

{r} Criteria.--In congidering whether to a§§rove‘gn
application, the administrator/Chalirperson. shall assess the
following: ’

{1} The degree to which the project described in the
application is likely to aid project participants in achiev-
ing economic self-sufficiency through activities regquiring
gualified expenses. In making such aasesgment, the Adminis-
trator/Chairperson shall congider the overall gquality of
project activicies and shall not consider any particular
kind or combination of such gqualified expenses Lo be an
essential feature of any project.

{2) The ability of the applicant to responsibly admin-

. B Y m— z -
- - s o = = .
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‘,i&har*thé'yrdﬁécti‘ R e L e - e = -
{3} ‘fhe amount of funds f£rom non-Federal sources that

are committed to the projsct.
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{4} ‘The adequacy of the plan for maintaining informa-
tion necessary to evaluate the project.
{d} "Approval.--

{1} 'The Administrator/Chairperson shall, on a competi-
tive basis, approve such applications to conduct demonstra.
ticn projects under this section as the Administra-
rtor/Chairperson deems appropriate on the basis of the grite-
ria described in subsection {¢).

{2) WMo ¢ourt shall have jurisdiction to review the
approval or nonapproval of any application by the Adminis-
crator/Chairperson.

{#) Demonstration Authority; Annual Grants.--

{1} Demonstration Authority.--The approval by the
Administrator of an application shall authorize the appli-
cant (hereinafter the grantes) to conduct the project for
fivé project years in accordance with the approved applica-
tion and the reguirements of this section.

{2) Annual Grants.--The Administrator/Chairperson
shall make a grant to each grantee on the first day of each
project year.

{£} Reserve Fund. --

* T N el : AP
R ol o

v 2. T1)~ Bethbl Ishment . - - Each-grantes shall.establish a

reserve fund that shall be used in accordance with thisg

subsection.
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{2} Dépasius.«~
{A) Ae socon after receipt as is practicable, a
grantee ghall deposit into the reserve fund--

(i} &1l annual grants made by the Admin- -

istrator/Chairperson;

(i1} all funds provided to the grantee by
any non-Federal public or private entity o
conduct the demonstration project;

{iiiy a1l proceeéﬁ from any investments made
pursuant to paragraph (4); and -

{ivy all amounts title to which vests in the

grantee pursuant to subsection (h) {5).

{3) Expenditures.--A grantee shall use amounts in the

reserve fund only--

3 - (DY to-maintain and-provide.

{3} to assist project participants in obtaining
the skills and information necessary to achieve eco-
nomi¢ self-sufficiency through activities regquiring the
payment of gqualified expenses; )
{B} to provide financial assistance in accordance

with subsection (i} to project participants;

{C} to administer the project; and

w-.":!. R
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informatiogn . necessary
for che evaluation ¢f the project pursuant to subsec-

cion (1}).
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{4} Authority to Invest Funds.--A grantee entity may
invest amounts in the reserve fund that are not inmmediately
needed to make expenditures authorized by paragraph (3), in
highly liguid low risk investments in accordance with guide-
lines issued by the Administrator/Chairperson in consulta-
tion with the Secretary of the Treaasury.,

{8} Accounting Standards,.--The Administra-
tor/Chairparson shall prescribe regulations governing the
acecounting of amounts deposited in and withdrawn from re-
serve funds. ? | -

{6) Termination of Provject . - -Notwithstanding paragraph
(3), upon the termination ¢f any demonstration project
approved under this section, remaining amounts in the re-
serve fund established with respect to such project and
remaining investments made from amounts in the reserve fund
shall ba distributed to the Administrator/Chairperson and
.each non-Federal public or private entity that contributed
to the project in proportion to their ccntx%butiqns4
{g} BSelection of Eligibkle Persons Lo Receive Assistance, --

A grantee shall provide individual development account assistance

Lo &zzglble persons whom the grantee &aems Lo be b@st situated to

+ h ek b
. B
. am- B 2w s g

b@nafztﬁfrom “Huch a8915taa¢a, taking anto aca&unt themamauﬁt of
grants m&d& by the Administrater/Chairperson and other funds

available to the grantee for such assistance.



184
{n} Financial Assistance [or Individual Development Ac-
countg. « -

{1} In QGenexal.-- A grantee shall provide initial
financial assistance o a project participant who establish-
es an individual development account, not to exceed §500 per
participany. Such financial assgistance shall be depositad
in the individual development account established by a
project participant

{2} Matching Contributions, --The Adminiatra—‘
tor/Chairpersen or a grantee may make matching caﬁgributions
of not less than 50 cents and not more than §4 for every $i1
dolliar deposited inte an individual development account by a
project participant, not to exceed $2,500 for any project
participant.

{3} Li&itation on Use. ~-

{3} Financial assistance provided pursuant to
paragraph (1} shall not be available for use by a pro-
ject participant until-- _

{1} the individual develgpment account is

cloged; and

{i1) a3 prodect participant has deposmte&

n “ R - sl - Bl LT
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: Cae. e intd the zndmvmdua&Adaualopmeﬁz &ccaunﬁ an ammunt ‘.

i

equal Lo the initlal financial assistance provided

pursuant to paragraph {(1}.
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' {B) Financial assistance provided pursuant to
‘ paragraph (1) or (2) shall be used by a project partic-
ipant only for the payment of qualified expenses.

{4} Applicability of Other Law.--The provigions of
gection 529 of the Internal Revenue Code of 188& (26 U.§.C.
%2%) and such rules, regulations and procedures as may be
prescribed by the Secrétary of the Treasury under such Cede
shall apply to an individoal development account for which

fipancial assistance is provided pursuant to this subgec-

o

tion,

{8} Effect of Prohibited Transactions.--In the event
that an individual developmeni accouni ceases to be an
individual development account under the provisions of
section 5Z28{e} {2) of the Internal Revenue Code of 1986 (26
U.8.C. 52%1{e} {2}}, or any portion of an individual
development account ig treated as distributed under the
provisions of section 529{e} {3} of the Internal Revenue Code
of 1986 (26 U.8.C. 529{e) (3}), title to all amounts ié guch
account attributable to financial assistance provided
pursuant o paragraph (1) or (2} shall vest in the granfee

provmdmng financial assistance pursuant to paxagraph {1} and

-~ " . et L e
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,sumﬁ amounns shallt be paid wo- 3uch-grantae - eem we

{i} Local Contrpl Over Demonstration,--
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{1} Each grantee shall, subject to the provisions of
subsection {k), have sole responsibility for the administra-
tion of demonstration projects approved by the Administra-
tor/Chairperson.

{2) The Adminisarator/Chaizperson_may prasoribe such
regulations as may be necessary to engure that grantees
comply with the terms of approved aﬁplic&tions and the
requirements of this section.
{3} Annual Reports,-- .

(1) In General.-- Each grantee shall annually report
to the Administrator/Chairpserson cotcerning the progress o
earh approved demonstration project adminigstered by.aa¢h
grantee. The report shall, at a minimum--

(A} describe project participants;

(B} contain an audited financizal statement for
the reserve fund established with respect to the
project;

{C)  provide information on amounts deposited in
individual development accounts of project participants
to whom such assistance 1g provided under the project;

and

T PR o E0y, [
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s =2 == (DY suth other. information as-the.Administra-
tor/Chairperson may reguire with regpect to the evalua-

vion of the project pursuant to subsection {13.
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{2} Submission.--Reportg required by paragraph (1]
shall be submitted annually not later than the anniversary
of the date the Administrator/Chairperson approved the
application for the demongtration project. ‘

{3} Coordination wiih State Government,--A grantee
shall transmit a copy of each report required by paragraph
{1) to the Treasurer {or eguivalent official) of the State
in which the project is conducted at the time prescribed by
paragraph (2).

{k} Sanctions.--

{1} Revocation ¢of Demonstration Authority.-- If the
Administrator/Chairperson determines a grantee is not con-
ducting a demonstration project in acdcordance with the
approved application and the requirements of this section,
and hasg failed to undertake coryective action satisfactory
to the Administyator/Chairperson, the Administcra-
tor/Chairperson may ravoke the approval to conduct the
project. A determination by the Administrator/Chairperson
to revoke the approval for a demonstration project shall not
be subjecr to reviaw by any ¢ourt,

(2} Actions Required Upon Revocation. .-

. N o T
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v "ar AT 16 the Mministrator/Chairperson. vevokes .
approval to conduct a demonstration project pursuant Lo

paragraph {1}, the Administrator/Chairperson—
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{1} shall suspend the proiect;

{ii} shall take control of the reserve fund
established pursuant to subsection (f} with re-
gpact to such project; and

(iii} shall solicit applications £rom enti-
tigs describad in subsection {(a) to conduct the
suspended project in accordance with the approved
application (or under such terms and conditions as
the Administrator may prescribe) and the reguire-
ments of this section. -

(B} If the Administrator/Chairperson approves an
application -to conduct the suspended projest, the
Administrator/Chairperson shall transfer to the new
grantee control of the reserve fund egtaﬁliah&d
pursuant to subsection {f} for the projsct, and such
grantee shall be considered to be the original grantee
for purposes of this section. The date the
Administrator/Chairperson approved the application of

the new grantee to conduct the suspended project shall

apply for purpcses of the annual reports reguired hy

e . Ny
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= ()" 1F~the Administrator/Chairperson has not .
approved ap application to conduct a proiject by the

date that is one vear after approval to conduct the
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project was revoked, the Administrator/Chairperson
shall--
{1} rterminate the project; and
{ii} distribute remaining amounts in the
reserve fund £or such project and investments made
from amounts %n the reserve fund in accordance
with the provisions of subsection (£f) (6],
{1} Project Bvaluatious.--

{1} 1In General.-- Not later than six months after the
date of enactment of this Act, the Administra- -
tor/Chairperson, in consulbation with the Secretary of the
Treasury and the Secretary of the Department of Health and

Human Services, shall enter into a contract with an indepen-

‘dent organization (hereinafter “"evaluator") for the evalua-

tion of individual demonstration projects conducted purguant
to this section and the effectiveness of assistance provided
to eligihle persons pursuant to this section.

(2}  Bvaluations.-- In entexing into the contract
provided for in paragraph (1), the Adminigtracor/Chairperson
should consider providing for evaluation ofwe

{A} the typea of 1nfarmatlon and §uhllc education

o e e et - r o b o

_“‘Mvefforns that -attract prﬁgecu partxcmpants, ,,,,, .. e

{B) the accessibility of the demonstration

project by participants and the ease of participation;
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(€} the level of financial assistance reguired to
stimulate participation in the demonstration project,
and whather such level varies among different demo-
graphic populations; |

{D} whether project features utilized in coniunc-
vion with individual development accounts {such as peer
gupport, structured planning sxercises, mentoring, and
case manaéement} contbribute to participation in the
project; ‘

{E) the level of self-sufficiency achieved by
project participants as measured by employment Or self-
employment rates, earned and investment incoms, exit
rates, poverty rates, and recidivism rates, particular-
ly for program participants eligible for food stamp
benefits and AFDC;

{F} the reduction in the level of public expen-
diture on project participants as measured by changes
in overall support payments including AFDC, food gtamp
benefits, Faderal child care assigtance, Federal hous-
ing assistance, JOBS, and other benefits, taking into

aceount costs incurred by the Federal Government in

. . iy i e
I . - . . -

P

(@} the lewvel of asset accumulation by proiect

participants as measured by savings rates, net worth,
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husiness start-ups, human capigal ipvestments, new
homes, number of lpansg to low-income and AFDC eligible
families, and whether asset accumulation continued
after a_subsidy or other assistance;
{H} the economic, psychological, and &éaial ef-
fects of asset acgumulation; and
{I} the circumgtances concerning and the extent
to which asset accumulation by project participants
contributes to-- )
(i) a greater sense of security and control
and positive outlook;
{ii} greater household stability;
{idii} increassd long-term planning;
{iv} inérea&ed efforts to maintain and
develop assets;
(v} greater xnmwledée aboutr savings, invest-
ments, and other financial matters;
{vi} increased effort and success in educa-
tional achievement within the household;
{vii} in%rea&&d specialization in career

development

I WU

e T IYEEI) rimproved soclal atatus;
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(ix} increaged peolitical participation;

{x} increased community involvement;
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(xi} increased earned income;

{xii) decreased reliance on traditional
forms of public assistance, with particuiar empha-
sis on food stamp benafits and AFDC; and

(xiii) dincreased tendency to save during and
after the period of project participation.

{3) Methodological Regquirement.-- In evaluating any
demeonstration project conducted under this section, the
evaluatoy should obtain such gquantitarive data befprg,
during, and after the project, as is necessary to evaluate
the projsct.

{m} Definitions.-~ As used in this section:

{1} Household.-- The term *"household® means all
individuals who share use of a dwelling unit as primary
guarters for living and eating separately from other indi-
viduals, x | |

{21 Net Worth.--

{A) In Geperal.-- Except as provided in subpara-
graph (B}, the Lerm "net worth" means, with respect to

a household, the aggregate fair market valus ¢f all

aggets that are owned in whoele or in part by any member
w‘a‘af the héuséholé lessﬁthe cbixé;tlans mr d&bts ng;ﬁy

member of the household.
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{B} Assets Excluded.-- Ngt worth shall be deter-
mined without taking into account the fair market value
and the obligations or debtg of--
(i} the primary dwelling unit of the house-
nold;
{ii} the motor vehicle having the greatest
eguity value; aﬁd
{iid) items sssential for daily living, such

as clothes, furnitvure, asnd similsy items of 1limit-

o il

gd value,

{3} Individual Development Account.-- The term
*individual development account® sghall have the same meaning
given such term in secrion 529 of the Internal Ravahue Code
of 1986 {26 U.8.C., 829}.

{4} Project Year.-- The terxm "project year" means with
regspect to a demonstration project, any of the gix consecu-
tive 1LZ-month periods beginning on the date the project is
approved by the Adminigtrator. i
{5} Quaiified Organization.-- The term *gualified

organization” means a community development financial

institucion as defined in section "0f the Community

BT
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;pg#ﬁlﬁ?ment~B§ﬁ§£héf&ﬁﬁ;§i§ancial.Iﬁéﬁiﬁuﬁiéna-ﬁﬁp«mf_1&94.
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(6} Rligible Person Defined.-- The term "eligible per-
son® meang any person who 18 a member ©f a household that
meecs 1l of the following requirements:

{A) EBITC Test.-+« The household has at lezst one
individual who is an eligible individual within the
meaning of section 32(c) (1) ©f the Internal Revenue
Code of 1886 for purposes of the earned income tax
credit.

{8) Income Test.-- The household did not have
adjusted gross income (as determined pursuant to the
Internal Revenue Code of 1986) in the immediately
preceding calenday year in excess of $18,008.

{C} Net Worth Tésn‘~~ The net worth of the house-

. hold, as of the close ¢of the immediately preceding
calendar year, did not exceed $26,000. |
{7} GQualified Bxpenses.-~ The term "gualified
expenses" shall have the same meaning as provided in section
529 (¢} (1) Of the Internal Revenue Code of 1986 (26 U.S.C.
529 (e} {31,
{n} Authorization of Appropriations.-- To carry out the

gurpﬁsas of this section there are authorized to b& approprzated

- P ] . s T
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3' i e bhe Admznistracérfé&amrpersonnw.w.w - e

P - ——— =

{1} $106.000,000 for fiscal year 1997,
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{2{ $20,000,000 for sach of fisgcal years 1998,
1888, 2000, and 2001, and
{3) 510,000,000 for fismcal year 2002.
734, INDIVIDUAL DEVELOPMENT ACCOUNTS.

{a) In General.-- Subchapter F of chapter 1 of the Internpal

Revenue Code of 1986 {relating to additional itemized deductions

for individuals) is amended by adding at the end of the following

naw parg:

*EBEC.

CPART VIII---INDIVIDUAL DEVELOPMENT ACCOQUNTS
52%. INDIVIDUAL DEVELOPMENT ACCOUNTS.
*{a} Establishment of Accounts.--

"{1l) In General.-- An individual development agcount
may be established by or on pehalf of an eligible individual
for the purpose of accumulating funds to pay thé gualified
expenges ¢f such individual.

*{2} PEligible Individual.-- The term ‘eligible indivi-
dual’ means an individualee

"{A) for whom assistance is provided under
gection 2{h) of the Individual Development Account

Demonstracion Act;

"{B) receiving assigtance under 42 U.B.C. 401 el
seg. ; or
{0} vrveceiving assistance under 7 U.S8.C. 2011 et

seq.
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#{h) Limicationg.--

*{1) Account to Benefit One Individual.-- An indi-
vidual development account may not be established for the
penefit of more than one individual.

W{2) Multiple Acopunts.-- If, at any time duriné a
calendar year, two or more individual development accounts
are maintained for the benefir of an eligible indiwvidual,
such individual shall ke treated as an ellgible individual
for such yvear only with respact to the account first estab-
lished.

{3} Who May Contribute.-- Contributions to an
individual development acecount, other than contributions
made pursuant to section 733{(h} of the Indiwvidual
Development Account Demongtration Act, may be made only by
an eligible individual in the case of an eligible individual
described in subsection {e) {2} {A}, by another eligible
individual who is a member of the same household as the
aligible individual,

"(4) Annual Limit.-- Contributions to an individual
development acceount by ox on behalf of an eligible
individual for any taxable year ghall not exceed the lesser
of $1,000 or 100% of the earned income, within the meaning
of smection 32{¢}{2) of the eligible individual making such

contribution, No contribution to the acgount under section
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733in} of the Individual Development Account Demonstration
Act shall be taken into account for the purposes of this
limitation. No contribution may be made te an individual
development account by or on behalf of any individual after
such individual has ceased to be an eligible individual.
*"{8) Limit on Total value of An Indiwvidual’'s

Bocounts ., -~ No individual may have, ar one time, individual

. development accounts the value ¢f which {exclusive of

interest) exceeds $10,000.
*i{cr  Dgfinitions and Special Rules.-- For the purpoeoses of
section.-

(1) Qualified Expenses.-- In the case of an eligible
individual described in subsection {8} {2} {A}, the temm
‘qualified expenses' means one or move of the expenses
described in subparagraphs (A), (B}, (£}, and (D}, as pro-
vided by the entity providing assistance to the eligible
individual under section 733(h} of the Individual
Development Account Demonstration Act. In the case of any
other eligible individual, the term *gualified expenses’
means one oY more of the expenses described in subparagraph
tA;, (B, oxr (.

*{A} Post-Becondary Education Expenges.-- Post-

secondary educational expenses paid from an individual
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development aceount directly to an eligible educational
instigution. For the purposes of this subparagraph--
"(i} ths rerm ‘post-gecondary educational
gxpenses’ means--

*(I}] tuition and fees required for the
enrolliment or attendance of a student at an
eligible educational ingtitution;

"{IX} feeg, books, supplies, and equip-
ment requirad for coursss of instruction at
an eiigible educational institution; and

"{ITI}) a reasconable allowance for
meals, lodging, transportation, and child
care, while attending an eligible educational
ianstivution; and |
*1ii} the term ‘eligible &&uaational’

institution’ means--

"{I} an insticution describsd in
sgction 481 {a) {1) or 1201i{&) of rhe Higher
Education Act of 1965 (20 U.8.C. 1088{a) (1)
or li4lial}, as such sections are in effect
on the date of the enactment of this section;
all

"(IXI} an area vocational education

school (as defined in subparagraph (C} or {D)

“
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of section 521{4) of the Carl D. Perkins Vo-

cational and Applied Technoloygy Act (20

U.8,C. 2471 {4)}) in any State {as defined in

gection 521(33) of such Ac¢t), asg such section

, igs in effect on the date of the enactmant of
thig section.

#{R} FRirsv-Home Purchase.-- Qualified acquisition
costs with respect to a gqualified pringipal residence
for a qualified first-time homebuyer, if paid from an
individual development acgount directly to the persons
to whom the ampunts are due. For purposes of this sub-
paragraph--

*(1} the term ‘gualified acquisition costsg’
means the costs of acguiring, constructing, or
receonstrucking a residence, and includes any usual
or reasonable settlement, financing, ¢r other
closing costs;

#{il} tvhe term ‘gqualifisd principsal resi-
dence’ means & principal residence (within the
meaning of section 1034), the gualified acguisi-
tion costs of which do not exceed 88 percent of
the averags area purchase price applicable to such
residence [determined in accordance with para-

graphs (2; and (3) of section 143{e));
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"{iii} the term ‘gualified first-Lime home-
buyer’ means a taxpayer‘(and, if marrisd, the tax-
payer’s spouse) who has no prasent ownership in-
terest in a principal residence during the three-
vear period ending on the date on which a binding
contract wasg entered into teo acguire, construct,
or reconstruct the principal residence to which
this subparagraph applies.

#{C} Business Capitalization.-- Amounts paid from
an individual development acccount directly inte a
businesy capitalization account which is establighed in
a federally insured financial institution and is re-
stricted to use solely fmf gualified business capl-
talization expenses. PFor purposes of this subpara-
graph- -

"{i} the term ‘qualified bhusiness capital-
ization expenses’ means qualified expenditures for
the capitalization of a qualified business pursu-
ant te a qualified plan;

"iii} the term ‘gqualified expenditures’
meansg exﬁendizaras included in a qualified plan,
including capital, plant, eguipment, working

capital, and inventory expenses;
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"{iii} the term ‘qualified business’ means

any business that does not contravene any law or

public policy {as determined by the Administrator

of the Community Development Bank and Financial

Ingrigutions Fund);

#{iv} the teym ‘gualiified plan’ means a

bugsiness plan

# {ﬁ)

*{I; chat is approved by a finangial
ingtitution, or any other institution desig-
nated as a community development financial
ingtiturion, having demonstrated fiduciary
integrity;

*{II} that includes a description of
sarvices or goods to be sold, a marketing
plan, and proijected financial étatem&nts: and

*{III} that may reqguire the eligible
individual to obtain assistance of an experi-
enced entrepreneurial advisor.

Transferas Lo IDAs of Family Members. --

Amounts in an individual development asgount may be

paid or transferred directly into another such a¢count

established for the benefit of an eligible individual

who is--

*{i} the Laxpayer’'s spousé; Or
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"(ii} any dependent of the taxpayer with
respect to whom the taxpayer is allowed a deduc-

tion under section 151,

"{23  Individual Development Account.-- The term
‘individual development account’ means a Lrust created or
organized in the United States exclusively for the purpose
of paying the gualified expenses of an individual who was an
eligible individual at the time when contyibutions were made
e such trust, but only if the written ianstrument ¢reating
the trust meets the following reguirements:

"{A} No contryibution will be acgepted unless it
ig in cash or check.

“{B] The trustee is a financial insvitution in-
sured by an instrumentality of the Federal Govermment.

"{C} The assets of the account will be invested
only in federally insured deposiis and/or stock of a
regulated investment company within the meaning of
section 851{a}, in accordance with the direction of the
e¢ligible indiwvidual.

*{D; The assets of the trust will not be commin-
gled with cothexr property except in a common trust fund
or common investment fund.

*{E} Except ag provided in subparagraph {(F}, any

ampunt in thg account which is attributable Lo assis-
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tance provided under section 733{(h} of the Individual
Development Account Demonstration Act may be paid or
digtributed out of the ag¢count only for the purpose of
paying the qualified expenses of the eligible individu.
al.

*{F} (i) Any balance in the account on the ﬁ&?
after the dacte on which the individual for whoge bene-
fit the trust is established dies will be transferrved
within 60 days of such date as directed by such indi-
vidual to another individual development account estab-
Uliéheﬁ for the benefit of an individual who is a family
member described in subsection {(c} (1) (D) and who is an
eligible individual, or who was an eligible indiwvidual
on the day immediately preceding the date on which the
individual for whogse benefit the trust is established
dies.

{ii} In any cage where clause (i} does not
apply, the portion of the account attributable to ¢on-
tributions ¢ther than those prqvided under section
733 {k} of the Individual Development Aocount
Demonstration Act shall be paid out within five yearsg
of the date of death to the beneficiaries of the
individual for whose benefit the account was estab-

lished, and the balance shall be transferred within 60
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dgy& of the day after the date of death te another

individual development agcount establisghed for the

penefic of an eligiﬁza individual who may be designated
by the individuval for whose benefit the account was
ggtablished.

"{3) Time When Contributions Deemed Made.-- A taxpayer
shall be desmed to have made a contribution to an individual
development account on the last day of the preceding taxable
year if the contribution is made on account of such taxable
yeaxr and ig made not later than the time prescribed by law
for filing the return £or such taxable year {not including
extengions thereof).

"{d) Tax Treatment of Distributiong.--

"{i)y In General,-- Eﬁcapt as otherwise provided in
this subsection, any amount paid or distributed out of an
individual development aceount shall be included in gross
izncome of vhe payee or distributes for the taxable year in
the manner provided in section 72.

"{2) Treatment of Assistance Contributions.--

"(A) Distributions Used to Pay Qualified Exﬁens~
gg.~~ If a distribution or payment from an individual
development account is used exclusively to pay the
gualiflied expenges incurred by the individual for whoss

benefit the account is sstablished, then, for purposes
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of secrion 72, assistance ¢ontributions made to such

indivigdual development account under section 733 {h) of

the Individual Development Account Demonstration Act
shall be treated in the same manner ag contributions
made by the individual,

*{Rl Distributions Not Used to Pay Qualified
Expenseg.-- 1f a distribution or paym%nt from an indi-~
vidual development account is not used exclusively to
pay the gualified expenses ingurred by the individual
for whose benefit the account is established, then, for
purposes of section 72, assistance contributions made
to such individual development aceount under section
733{h} ©f the Individual Development Acgount Demonsira-
rion Act shall be treated in the samg manner as earn-
ings on tﬁ& agcount. .,

“{a@) Tax Treatment of Accounts. -

“{1) Exemption From Tax.-- An individual development
account is exempt from taxarion under this subtitle unless
such account has ceased to be an individual development ac-
count by reason of paragraph {2} . Notwithstanding the
preceding sentence, any such account is subject to the taxes
imposed by section 511 (relating to imposition of tax on ?

unrelated business income of charitable, etc. organiza-

vdone} .
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{2} Loss of Exemprion of Account Where Individual
Engages in Prohibited Transaction.--

*{A} In General.-- If the individual for whose
benefit an individual development account is estab-
ilished or any individual who contributes to such ac-
count engages in any transaction prohibited by section
4975 with respect to the account, the account shall
cease Lo be an individual development acoount as of the
first day of the taxable year (of the individual so
engaging in such crangaction) during which such trans-
action oCCurs.

" (B} Account Treated as Distributing All its
Aggets,-- In any case in which any aceount ceases te be
an individual development acoount by reason of subpara-
graph {A] as of the first day of any taxable year-—

"{i) @all asmsets in the acecount on such first
day that are attributable Lo assistance provided
under gection 733{h) {1} anﬁ‘{Z} of the Individual

Development Account Demonstration Act shall be

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

and |
{11} the provigions ¢of subsection {4} {1}
shall apply as if there was a distribution on such

first day in an amount &gual to the fair market
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value of all other assets in the account on such

first day.

"(3) Effect of Pledging Actount as Security.-- If,
during any taxable year, the individual for whose benefit an
individual development account is established, or any indi-
vidual who contributes to such acgount, usas the account oOr
any portion thereof as security for a loan--

"{A} an amount egual to the part of the portion
8¢ used which i attributable to assistance provided
under ssction 733{h! (1) and (2} of the Individual
Account Demonstration Act shall be paid as provided in
saaﬁion 733{h} (&) of such Act; and

*{B) the remaining part of the portion so used
shall be treated as distributed under the provisions of
subgection {d) (1) te the individual so usging such
portion.

(£} Additional Tax on Certain Amounts Included in Gross
Income., -~

*{1] Distribution Not Used for Qualified Expenses.--
In the case of any payment or distribution that is not used
exclusively to pay gualified expenses incurr&d by the eligi-
ble individual for whose benefit the account is establisghed,
the tax liability of sach payee or distributee undar this

chapter for the taxable year in which the payment or distri-
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bution is received shall be increaged by an amount equal to
10 percent of the amount of the distribution that is includ-
ed in the gross income of such paysze or distributee for such
taxahlie year.

* {2} Disqualification Cases.-- If any amount includible
in the gross income of an individual for a taxable year
becaué& such amount is reguired o be treatsed as a distribu-
tion under paragraph {2} or {3} of subgection (e}, the tax
liabilivy of such individual under thig chapter for such
taxable year shall be increased by an amount egqual to 10
percent of such amount required to be treated as a distribu-
tion and included in the gross income of such individual.

*(3) Disabiliry or pDeath éases.~» Paragraphs {1} and
{2} shall not apply if the payment or distribution is made
after the individual for whose benefit the individual
development account becomes disabled within the meaning of
gection 72{m} {7} or dies.

*{gl} Community Property lLaws.-- This section shall be
applied without regard to any community property laws,
‘ *{h} Custodial Accounts.-- For purposes of this section, a
cugtodial ascount shall be treated as a trust if the assets of
such account are held by a bank (as defined in section 408{n}} or
another person who demonstrates, ¢ the satisfaction of ths

Administrator of the Community Development Bank and Financial
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Insticurions Fund, that the manner in which he will administer
the account will ke consistent with the reguirements of this
gsection, and if the custodial account would, except for the facy
that it is not a trust, constitute an individual development
account described in subsection (c}{2)¥. For purposes of this
titie, in the case of a custodial account treated as a trust by
reason of the praceding sentence, the custoedian of such account
ghall be treated as the trustee thereof.

*{i} Reports,--

(1) “The trustes of an individual d@véiopment agoount
establigshed by or on behalf of an @ligible individual
described in subsection (a) {2) (A) shall--

"{A} prepare reports regarding the account with
resé&ca to contributions, distributicns, and any other
matter reguired by the aZdministrator of the Community
Development Bank and Financial Instivutions Pund undery
regulations; and

"{B} submit such reports, at the time and in the
manner prescribed by the Administrator of the Community
Devglopment Bank and Financial Imstitutions Fund in
ragulations, to--

*{1} the individual for whose penefit the

aocount is maintained;
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»(ii} the organization providing assistance
to the individual under ssction 733{h} of the

Individual Development Account Demonstravion Act;

and

*(311i) the Rﬁministzazar of the Community
Development Bank and Financial Imstitutions Fund, -
"{2) The rrustee of any individual development account
shall make such reports regarding such acgount to the Secretary
and o the individual for whom the acgount is, or is to be,
maintained with respect to contributions {and the yearsg to which
they reliate}, distributions, .and such other matters asg the
Begoretary may reguire under forms or regulations, The reports
required by this subsection--
*{A] shall bhe filed at such time and in such manner as
the Secretary prescribes in such forms or regulations, and
"(B} shall be furnished t¢ individuals--

"(1} not later than January 31 of the calsodar
year following the calendar year to which such reports
relate, and

*{ii} im such manner as the Sscretary prescribes
in such forms or regulations.®.

{h} Contribution Not Subiject t0 the Gift Tax.-- Section

2503 of the Internal Rsvenus Code of 1966 {26 U.S.0. 2543}
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(relating to taxable gifts) is amended by adding at the end
thereof the following new subsection:

“(hy  Individual Developmsnt Accounts.-- Any
contribution made by an individual to an individual
development account described in section 523 {(c} {2} shall not
be treated asg a transfer of property by gifc for purposes of

this chapter.®,

{c} Tax on Prohibited Transactiocnsg.-- Secticon 4275 of the
internal Revenue Code of 1986 (28 U.8.C. 4878} (relating to
prohibited transactions) is amended—

{1) hy adding at the end of subsection {¢} the follow-
ing new parvagraph:

*{4) BSpecial Rule for Individual Development Ac-
counts .—an individual for whose benefit an indiwvidual
development account is established and any contributor
to such account shall be exempt from tax imposed ny
thisg seccion with respect Lo any transaction concerning
guch account (which would otherwise be taxzable under
this section) if, with respect to such transaction, the
account ceases to be an individual develiopment acoount
by reason of section 52%{e) {2} {A] to such acgount,?;

and
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(2} in subsection (e) {1}, by inserting ", an
individual development agcount described in seqtion

529 {c} {2y after *section 408{a)".

{4} Information Reporting.-- Section 6047 of the Internal
Revenue Code of 19846 (26 U.5.4. 66923) {(relating to information
returng) is amended by adding at the end of subsection {¢} the
following new sentence: "J¢ the exteni provided by forms or
regulations prescribed by the Secretary, the provisiong of thié
section shall apply to any transaction of any trust described in
gaction 5%28.°7.

{¢} Failure to Provide Reports on Individual Development
Accounts. -~ 8Section 5683 of the Internal Revenue Code of 1884 (26
U.8.C. 6693] {relating to failure to provide reports on individu-
al revirement accounts or amnuities) is amended-——

{1} 4in the heading of such section, by inserting "OR

O8N INDIVIDUAL DEVELOPMENT ACCOUNTS® after "ANNUITIES”; and

{2} by adding at the end of gubsection {a} the follow-
ing new sgentence: “The person reguired by section 523{i} to
file & report regarding an individual development aggount at
the time and in the manner reguired by such section shall
pay a penalty of $50 for each failure, unless it is shown
that such failure is due to reasconable cause.”.

{£; Special Rule for Deierymining Amounts of Support for

Dependent. -~ Section 152(k) ©f the Internal Revenue (ode of 1884
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(26 U.8.C. 182{pb}} {(relating to definition of dependent]) is
amended by adding at the end the following new paragraph:

"{§y A distribution from an individual development
account described in ssction 528 {¢) {2} used &xélusivaiy Lo
pay gualified expenses é&scribgd in section 52%(c) (1} of the
individual for whose benefit the account is established
shall not be taken int¢ account ia determining support for
such individual for purpuses of this section.™.

{g) Clerical Amendments, --

{1} The table ¢f parts for subchaptey ¥ of
chaprter 1 ©of such Code is amended ?y inserting at the
end the following new item:

"part VIIX. Individual Development Accounts. ',

{2) The table of sections for subchapter B of chapter
68 of such Code ig amended by amending the item relating to
section 6683 to read as follows:

"Ser. €683, Failure to provide reports on individual devel -

opment acoomnte or annulties or on individual

development accounts. ¥,

{hi Effective Date.-- The amendmentg made by this section
shall apply to contributions made after the enactment of the Act.
PART D -« ADVANCE EITC STATE DEMONSTRATIONS

SEC. 741 . ADVANCE PAYMENT OF BARNED INCOME TAX CREDIT THROUGH

STATE REMONSTRATION PROGRAMS.



224
{a) In General.-- Bection 3&@7'%ralating to the advanse
- payment of the earned incoms tax credic) of the Internal Revenue
Code of 1886 is amended by adding at the end the follawinq
subgecrion {(g}; |
*{g} State Demonstration Program$:»~
{1} In General.-- In lieuw of receiving earned income
advance amounts from an employer under subssction {al, a
participating resident shall receive advance earned income
payments from a regponsible $tata acency pursuani Lo a State
Advance Payment Progyam that is designated pursuant to
paragraph (2}. |
*{2} Designations.-- '

*{A} In General.-- Frcom among the States

submitting proposals satisfying the reguirements of
subsection {g} {3}, the Secretary {in consultation with
the Secretary ¢f Health and Human Servicesg) may
dewignate not more than 4 State Advance PFayment
Progransg.
' *{B) When Designation May Be Made.-- Any
é&signa;ioﬁ under this paragraph shall 5& made no later
than Devember 31, 1895,

*{0} Period For wWhich Designation Is In Effect,--

#{i) In General.-- Degignations made undey

this paragraph shall he effective for advance
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earned income p&yments made afiery December 31,
1995, and before January 1, 1989,
#*{i1) Special Rules.--

*(I) Revocation Of Designations.-- The
Secretary may revoke the designation under
this paragraph if the Secretary determines
that the State is.not complying substantially
with the propeosal described in paragraph (3}
submitied by the State.

*{IX] Automatic Termination of
Designations. -~ Any f£ailure by a State to
comply with the reporting regquiremsnts
described in paragraphs {3} [{F) and {3} {5} has
the effect of immediately terminating the
designation under this paragraph (2) and
rendering paragraph {8} {A) {il) inappiicable
Lo subseguenty payments,

*{3) Proposals.,-- No State may be designated under
subgsccion (g} {2} unless the State’s proposal for such
designation- -

*{A] identifies the regponsible State Agency,
“{B} describes how and when the advance earngd

income paymaénts will ke made by that agency, including
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a description of any other State or federal benefits
with which such paymentg will be coordinated,

#{C) describes how the State will obtain the
information on which the amount of advance earned
income payments made to each participating resident
will be determined in accordance with paragraph (4},

D) deseribes how State residents who will be
aligible to receive advance earned income payments will
be selected, notified of the opportunity Lo receive
advance earned income payments from the yeésponsible
State agency, and given the opportunity to elect to
participate in the program,

“{E) dascribes how the $tate will wverify, in
addition to receiving the certifications and statement
described in paragraph (7){D) {iv), the eligibility of
participating residents for the earned tax crediz,

¥(F} commits the State to furnishing to each
parﬁiai?ating resident and to the Secretary by January
31 of each year a written statement showing--

*{i} the name and taxpayer identification
number of the participaring resident, and

*{ii} the total amount of advance earned
incomg payments made to the participating resident

during the prior calendar year,
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"{G) commits the State to furynishing o the
Sgcretary by December 1 of sach year a written
sratement showing the name and taxpayey identificaition
number of the participating resident,

”(H). commita the 8tane Lo trear the advanced
earned income payments as described in subsection
{g) (8] and any repayments of excessive advance sarned
income payments as described in subsection (g) (6},

"{I) <commits the 8tate to assess the devealopment
and implementation ¢of its State Advance Payment
Program, including an agreement to share its findings
and lessong with other interested 3tates in a manner o
be described by the Secyetary, and

*{J} is submitred to the Secretary on or before
June 30, 1995,

“{4} Amount and Timing of Advance Barned Income
Paymencs., -«

"{A} Amount.--

*{i) In General.-- The method for
determining the amount of advance earned ingcome
payments made to each participating resident ig to
conform to tﬁe full extent possible with ths

provisions of subsection {¢}.
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"(ii) Special Rule,-- A State may, at its

glection, apply the rules of subsection (¢} (2} (B}

by substituting 'between €0 percent and 75 percent

of the credit percentage in effect under section

32 (b)Y {1} for an individual with the corresponding

aumber of gualifying children’ for ‘60 percent of

the credit percentage in effect under section

32{kb){1) for such an eligible individual with 1

qualifying child’ in c¢lause (i) and ‘the same

percentage {as applied in clause {i}}* for *&0

percent’ in ¢lause (ii}.

*(B) Timing.-- The frequency of advance earned
income payments may be made on the basis of the payroll
periods of participating residents, on a single State-
wide scheduls, or on any other rsasonable basis
prescribad by the State in its ggoposal; however, in no
gvent may advanced earned income payments be made to
any participating resident less freguently than on a
calendar-guartey basis.

{8} Payments To Be Treated As Payments of Withholding
and FICA Taxes.--

(A} 1In General.-- For purposes of this title,
advanced sarned income payments during any calendar

guarter--
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*{i} shall neither be treated as & payment
of compensation nor ¢ included in gross income,
and
"{ii} shall be treated as made out «f--
"{I} amounts regquired to be deducted
and withheld for the calendar quarter by the
State under section 3401 (relating to wage
winhhaldiné}, and
*{II) amounts required rto be deducted
for the calendar quarter under section 3102
(relating to FICA employee taxes}), and
*{ITI} amounts ¢f the taxes imposed for
the calendar guarter under gection 3111
(relating to FICA employer taxes),
as if the State had paid to the Secretary, on the day
on which payments are made $o participating residents,
an amount equal to such payments. ,

"B} Advance Payments Excesd Taxes Due.-- If for
any calendar guarter the aggragate amount of advance
earned income payments made by the responsible State
agency under a State Advance Payment Program exceeds
the sum ¢f the amounts referrad to in subparagraph
{A) (11), each such advance earned income payment shall

he reduced by an amount which bears the same ratio Lo
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such excess ag such advance earned income payment bears
vo the aggregate amount of all such advance earned
income payments.
"{&) State Repayment of Excessive Advance Earned
Income Payments, - -

“{A} In General.-- Neotwithstanding any other
provision of law, in the case of an excessive advance
earned income payment a State shall be treated as
having deducted and withheld under section 3401
{relating to wage withholding) the repayment amount
during the repayment calendar guarter.

*{B) Excessive Advance Earned Income Payment. - -
For purposes ¢f this section, an excessive advance
incoms payment is that portion of any advance earned
income payment that, when combined with other advance
earned income payments previocusly made to the same
participating resident during the same calendar year,
axceads the amount of earned income tax zredit to which
that participating resident is entitled under section
32 for thatb ysar,

") Repayment Amount. The repayment amount is

equal to 50 percent nf the excess of -~
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(1) excessive advance earned income
payments made by a State during & particular
calendar veary, over
"(ii) the sum of--

"{I} 4 percent of all advance earned
income payments made by éh@ State during that
caiendar yeai, and

- "{IT} the axcessive advance earned
income payments made by the State during that
calendar yeaflthat have been collected from 
parvicipating residents by the Secretary.

"{D} Eepayment Calendar Quarter.-- The repayment
calendar quarter is thebsecend calendar quarisy of the
third calendar yvear afrter the calendar year in which an
exceasive earned income payment is made.

{7 Definitiong.-- For purposes of thig section--

*{A) Srate Advance Payment ?ragram.v~ The term
‘State Advance Payment Program’ means the program
described in a proposal submitted for designation andei
paragraph {1} and designated by the Secretary under
paragraph {2} .

¥*{B} FResponsible State Agency.-- The term
‘regponsible State agency’ means the single State

agency that will be making the advance earned income
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payvments to residents of the State who glect Lo .
participate in a State Advance Paymaa; Frogram,

"{CY  aAdvance Earned Incomée Payments,-- The term
‘advance earned income payments’ means an amount paid
by a responsible S8tate agency to residents of the State
pursuant to a State Advance Payment Program,

"D} Participating Resident.-- The terwm
'participating resident’ means an individual who--

"{i) is a resident of a State that has in
effect a designated State Advance Payment Program.

"{ii} makes the election described in
paragraph {3} {C) pursuant to guidelines prescribed
by the State,

"{iii} certifies to the State the number of
qualifying children the individual has, and

*{iv) provides to the State the
cerctifications and statement set forth in
subsections (b) {1}, (b1 {2), {(ki{3), and

{I; {4) (except that for purposes of thig clauge

{iii}, the term ‘any emplovexr’ ghall be

subgtituted for ‘ancther employer'! in subsection

(b1 (3)), aleng with any other information regquired

by the State.®.



233
{h} Technical Assistance.-- The Secretaries of Treasury and
Health and Human Ssrvices shall jointly ensure that technical
agssistance igs provided to State Advance Payment Programs and that
these programs arse rigorously evaluated.
(c} Armual Reports.-- The Secretary shall issue annual
reports detailing the extent to which--
{1) residents participate in the State Advance ?éym&nt
Programs,
{2} participating residents file federal and $State tax
returns,
{3} participating residents report accurately the
amount of the advance earned in¢ome payments made to them by
the respon%ible Starte agency during the year, and
{4} vrecipientg of ewxnessive advance earned income
payments repaid theoss amounts.
The report shall also contain an estimate of the amount of
advance earned income payments made by each responsible State
agency but not reported on the tax returns of a participating
resident and the amocunt of excessive advance earned income
payments.

{d} Authorization of Appropriationsg.-- For purposes of
providing technical assistance described in subsection (b)),
preparing the reports described in subsection {(¢), and providing

grants t¢ States in support of designated State Advance Payment
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Programs, there are authorized to be appropriated in advance to
the Secretary of the Treasury and the Becretary of Health and
Human Services & total of $1,400,000 for fiscal years 15986
through 183%.

TITLE VIII - SELF EMPLOYMENT/MICROENTERPRIZSE DEMONSTRATIONS
S3EC. 8£01. DEMONSTRATION PROGRAM 0 PROVIIE SELF-EMPLOYMENT OPPOR
TUNITIES T0O WELFARE RECIPIENTS AND LOW-INCOME

IRGIVIDUALS.

.ta} In General.-- The Secretary of Health and Human
Services {hereinafter in this sectiocn referred to as the
SSecretary”) and the Administrator’ of the Small Buziness
Administration (hereinafier in this section referred to as the
"Administrator®), shall jointly develop & self-
‘emplcymeﬁtfmicroentﬁrprise gemonstration program for at least
five years in length that will build on the experience of
microenterprise and self-employment programs praviously carried
out by 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 individuals from
increasing self-sufficiency through self-emplaymeht and
microenterprise development, and to identify and test

gffecrive means to eliminate such barriers;
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{2} to develop and svaluate promiszing program models,
based upon existing effective practices, which have the
potential to (A} incrsase the number of welfare recipients
and low-income individuals who becoms self-sufficient or
increase self-sufficiency through selif-employment and
micreoenteyprise development and {B) reduce Federal spending
on rtransfey payments and services to welfare recipients and
low-income individuale; and

{3} to demonstrate the potential for expanding the
capacity of local organizations to provide services,
technical assistance and loans which help welfare recipients
and low-income individuals start or expand self-employment
or microenterprises.

{p} Use of Intermediaries.-- To carry cut such program, the
Secretary and Administrator shall jointly enter into agreements
with local intermediaries that--

{1] apply to participate in such program, and
(2} <demonstrate that they are capable ¢f implementing the
proviasions of the agresment,

{c} Program Design.-- In order to facilitate a randomized
evaluation, as$ provided for in subsection {31} {1} below, the
Secretary and Administrator shall idenrify these predominate and
‘effecziv& program models currently used by existing

intermediaries to provide self-employment and relaced services to
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low-income individuals, and shall design the demonstration
program in order to evaluate at least two distinct cypes of
program models with contrasting levels of technical assistance.
In designing the demonstration program, the 8ecretary and
Administrator shall gonsult with appropriate parties. such as--
{1} state and lecal agencises and private, nonprofit
organizations with experience in administering self-
employment programs that serve low-income individuals; and
(2} other persons with recognized expertise in conducting
randomized evaluations of self-employment programs or other
related programs,
(d} Assigtance tco Iutarﬁediarias.«w
{1} 1In General.-- To carry out the program, the Secretary
angd Administrator may provide the following assistance to
intermediaries sgelected to participate in the program--

{A} grants for providing technical agsistance to
eligible individuals, for operating costs and for costs
aszgociated with participating in the evaluation
provided for in subsection (1} {1) below;

(B} loans guarantees; and

{C)  loans.

{2} Taahuicaieﬁsai&tance te Intermediaries.~-The
Secretary and Administrator may provide grants ©o

intermediaries or third-party technical assistance providers
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for the provision of technical assistance to intermediarvries
selected to participate in this program.

{3} Termination of Assistance.-- Assistance awarded
pursuanh to this -section may fully fund project periods of
up to five vears. The Secretary and Administralor may
revoke, terminats or redugse assistance Lo an interﬁaéiary if
the intermediary fails to comply with the terms of any
agresment if anters into with the Secretary and
Administrator.

{e) Selection of Intermediaries.--

{1} In General.-- In determining whether to enter into an
agreement with an iantermediary under this ssction, the
8écr&tary and Administrator shall take into congideration--

{A} the intermediary’'s record of success in'ﬁerving
low-income individuals;

{B} the intermediary’s record of success in
providing technical assistance or loans to low-income
individuals for the purpose of self-employment:

(C) the nature, types, and costs of technical
agaistance and/or lending methods the intermediary will
employ in serving the target population;

{D} the intermediary’s ability to obtain matcﬁing

funds Erom private sources; and
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{E} @much other matiters as the‘éemretary and
Administrator deem appropriate,
{2) Additional Programs,.-- In addition to the
demonstration program provided for in subsection {¢) above,
the Secretary and Administrator may select up to five
intermediaries that would smploy program models that would
operate independently of the randomized evaluation provided
for in subsectiwn (i} {1} below, where such program models
demonstrate promising, innovative strategies that could not
readily be svaluated by a randomized experimental design.
(£} Eligible Individuals.-- An indivicual eligibla to
participate in a program conducted under this section is any low-
income individual or welfare recipient., The Secretary and
Administrator shall ensure that an appropriate minimum percentage
of welfare recipients will participate in each demonstration
program funded under this section.

{g} Provisions of Agreements.-- Any agreement entered into
with an intermediary under this section shall provids thag--

{1} the intermediary has or will have an agreement with
the State agency responsible f£or administering the job
oppoertunities and bhasic skills training program {as pfovided
for under parxt F of title IV of the Social Sesuriny Act)
(hereinafter in this section referred Co as the "JOBS*

programs) and the Work Program {ag provided under part 6 of
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title IV of such Act) such that JOBS and Work program funds
will be used to provide support services, including training
and technical agsistance, to welfare recipiéﬁts who are
participaring in the demonstration programs funded under
“this segtion;

{2} the intsymediary will implemsnt a program that is
approved by the Secretary and Administrator;

£3§ the intermediary will cao?erate with any indepeéendent
evaluator (8) sslected pursuant te subsection (i) below; and

{4} the intermediary will meet any other obligations
r&quired'by the Secretary and Adminigtrator, including any
fund matching reguirements.

{h} Program Administration.--

{1} In General.-- The Secretary and Administrator shall
enter into a memorandum of understanding for the joint
administration of the demonstration programs provided for hy
this section. The designation of intermediaries to.
parcicipate in the program shall be completed no later than
i2 months after the daté of appropriation of funds for this
Act..

{2) Coordination With Other Agencies.-- The Secretary and
Administrator shall alse coordinate and consult with the
Secretarises of the Department of Agriculture, the Department

of Housing and Urban Development, and the Department of



240
Labor, on regulatory or other reforms or coordinated effores
by such agencies that may further eliminate barriers to
self-employment and legitimize microenterprise development
by low-income individuals and welfare recipients.
{i} Evaluation and Report.--

{1) In General.-- The Secretary, in consultation with the
Administratoeyr, shall conduct or provide for an evaluation of
the effectiveness of the demonstration program provided for
in pubsection (¢} above and shall prepare and submic to the
President and Congress g preliminary repartvaﬁ the
evaluation ne larer than three years following the
designation of intermediaries and a final report ne later
than seven yegars following such designation, together with
such recommendationy, including recommendations for
legisliation, as the Secrstary and Administrator deem
appropriate. Such evaluation shall be based on an
experimental design with ramdiom assignment between a
treatment group ang a conixrel group. In designing thei
gvaluation, the Secretary shall consider testing for--

{A) greater self-sufficiency as measured by
grployment and self-employment rates, amount 0f earned
income, poverty rates, and exit and recidivism rates

for Ald ro Families With Dependent Children
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{hereinafter in this section referred to as PAFDOY;,
Food Stamps and other public asgistance programs;

(B} reduced costs of publi¢ support as measured by
changes in overall support payments for items sguch as
income maintenance, food, child care, health care,
housing, job training and other benefics;

{C) number of businesseg and jobs created, number of
ipans to welfare recipients and low-income individuals,
repayment rates for loans, and business performance
aftter welfare or other public agsistance ends;

{D} the relative effectivensss, cost-to-benefitn
ratic, and degree of financial self-gufficiency of the
different program models employed by the intermediaries
participating in the demonstration program; and

{E} the program’s impact and effectiveness in
serving participantg in a time-limited welfare system,
as compared to other low-income individuals.

{2) Evaluation of Additvional Programs.-~ The Secretary,
in consultation with the Administrator, shall also conduct
or provide for an independent evaluation of the
effectiveness of any program models selected pursuant to
subgection (e] (2) above and shall prepare and submit to ths
President and Congress a preliminary report of the

evaluation no later than three years following the
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designation of intermediaries, and a final report ne later
than five vears following such desigunation, cogether with
such recommendations, including recommendations for
legislation, as the Secretary and Administrator desam
appropriate,

(3) Preliminary Reports to Congress.-- The preliminary
reports provided for in paragraphs {1} and (2} of this
subsecticon shall Include an analysis of any regulatory or
othey barriers that prevent welfare recipients and low-
income individuals from bacoming self-sufficient through
self-employment and microenterprise development.

{4} Reguired Information.-- The Secretary may reguire
sach intermediary sslected pursuvant to this section to
provide the Sscretary with such information as the Secretary
determines is nscessary to carr?ing out the duties of this
subsgection,

{8} Early and Regular Information Shariaé with
Iﬁt&rmadiaries;v» The Secretary, in consultation with the
Adminiscrator, shall provide early and regular feedback and
gummaries to intermediaries gelected to participate pursuant
to this section of the progress of the evaluation, the data
collected during the evaluation, preliminary findings and

guch other information as the Secretary deems appropriate.
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The’Secretary ghall provide such fesdback and summaries at

least ¢nce a year for the life of the demenstration.

{41  Authorization of Appropriations.-~ To carry out the
purposes of this &ﬁﬁtién there are authorized to be appropriated
to the Secretary and Administrator--

{1} $4,0008,000 for fiscal y&ar 18397,
(2} $8,000,000 for each of fiscal yemars 1993,

1889, 200G, and 2001, and

{3y $4,000,000 for fiscal yeaxr 2002.

{k} Definicions.-- ¥For the purposes ¢f this section--

{1} the term "intermediary" meansg an organizacvion,
partnership, or consortium of organizations that acts as a
lender and/or ag a technical assistance provider to
individuals who wish to start or sxpand a microenteurprise;

{Z} the term *low-income individual”? means an
individual whnose income level doss not exceed 130 percent of
the official poverty line as defined by the 0ffice of
Management and Budget;

{3) the term "microenterprise" generally means a
business that has a net worth of less than $18,000;

{4} the term "technical assistance” as it relates to
assisting a welfare recipient or low-income individual to

become self-employed includes business techunical assistancs,
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entrepreneurial rraining, and/or personal development
services; and

{&} the term "welfare rvecipient®™ means a participant
in & time-limited welfarse program who is eligible for the
JOBS or Work program or a person who 1s receiving assistance
£rom AFDC.

TITLE IX - FINANCING

$01. LIMITATION ON FEDERAL PAYMENTS FOR EMERGERCY

ASSISTANCE.
Section 403{a} {5) oFf the Act ia amended to read as follows:

*{5} {A} Each State shall be @%mitlad Lo pavment f£rom
the Secretary in an amount equal to 30 percent of the total
amounts expended under the State plapn in a fiscal year. as
emergency assistance to needy families wirh children, but
such payment may not exceed the greater of--

*{1) such State's share of the limitation in
supparagraph (B} for such figcal vear, or
"{i1i) the amount paid by the Secretary with

regpect to such 8tate’'s expenditures for emergency

agsistance to needy families with children for f£iscal

year 15%1.

*{B} The limitation referred to in subparagraph (A} is
$418,000,000 for fiscal vear 19%3, and for fiscal year 1%%s

and for each figeal year thereafter, $418,000,000 multiplied



by the ratio of the Consumer Price Index (prepared by the
Department of Labor} for the third cuarter of the preceding
fiseal year to such Index for che third guarter ¢of fiscal
year 1994.

*{{) For purposes of this paragraph, & *State’'s share
of the limitation in subparagraph (B}’ for a fiscal year
meang- -

"{i} such State’'s ghare of the EA portion ¢f the_
limitation {as defined in subparagraph (D)}, plus

“{ii} such State’s share of the AFDC ﬁ@riicn of
the limitation {(as defined in subparagraph (E)} for the
fiscal year involved.

*{D} For the purposes of this paragraph, the EA
poertion of the limitation is--

"{1} for fiseal year 19%5 and each fiscal year
thereafter, the limitation for such yéar, mulriplied
Ly~

"(I} 30 percent, minus
*(II) 10 percentage points for each vear
afrer 1895, ‘
bur never leéss than zero.
"{E) For purposes of this paragraph, the AFDC portion
of the limitation ig--
"(i}) for fiscal year 1995, the limitation for

such year, multiplied by 10 percent, and
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P{ii) for fiscal year 1996 and each fiscal year

thereafter, the limitation for such year multiplied by-
{1y 10 pergent, plus
*{II) 10 percentage points for sach year

after 192%,
but never more than 100,

"{F) For purposes of this paragraph--

*{i) a State's share of the EA porition of the
limitation for a fiscal year is the limitation for such
year multiplied by the ratvioc of the estimated
expenditures in such State for emergency assistance to
needy families with children for quarters in fisgcal
year 1984 to the sum of such estim&t&d exﬁendiaares in
all the States for gquarters in such year, and ° |

"{ii} & State’s share of the AFDC portion of the
limitation for a fiscal year is the limitatcion for such
year muitiplied by the ratic of the estimated
expenditures in such State for aid to families with
dependent children for guarters in the preceding fiscal
year £o the sum of such expenditurss in all the States
for gquarters in such preceding fiscal vear.

UNTFORM ALTEN ELIGIBILITY (RITERIA FOR PUBRLIC

ASSISTANCE PROGRAMS.

(a} Federal and Federally-Assisted Programs.--
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(1) PBrogram eligibility criteria,--

{A} Aid to Families with Dependent Children.--

Section 402(al{33) of the Social Security Act is

amended by striking *(A) & citizen™ and all that

follows and inserting the following:

*{A} a citizen or national of the United States,
or

“{B} a gualified alien {as defined in section

1;01(&}{%&}}, provided that such alien is not

disgualified from receiving aid under a State plan

approved under this part’'by ¢r pursuant tc section

216{t} or 245(h) of the Immigration and Nationality Act

or any other provision of law;".

(B} Supplemental Security Incoms, --Section

1614 {a} (1) (B} {1} of such Ac¢t is amended to read asg

follows:

*{B} (1) is a resident of the United States, and is
either (I) a citizen or national of the United States, or
{IT) a gualified alien {(as defined in section 1101{a] (10}},
or®,

{(C} Medicaid--
(i) Section 1%03(v) (1) of such Act is amended

Lo read as follows:
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"{v} {1} Notwithstanding the preceding provigions of this
section, {A) no payment may be made to a State under this section
for medical asgistance furnished to an individual who is
disqualified from receiving such asgistance by or pursuant to
secrion 210(Ff) or 245{h) of the Immigraticn and Nationality Act
or any other provision of law, and {B} except as provided in
paragraph (2}, no such payment may be made for medical assistance
furnighed to an individual who is not a (i) citizen or national
of the United States, or {(ii) gualified alien {asz defined in
section 1i01(a) {16} .".
{ill Section 1803(v}i {2} of such Act is
amendead by--
{I} striking *paragraph (1)* ‘arzd
insercting “paragraph (1) (B}*; and
{II) srriking *alien® each plage it
appears and inserting *individual®.
{iii} Section 1%02{a) of such Act isg amended
"in the last sentence by striking ?aiien” and all
that followa and inserting *individual who is aat
{A) a citizen or national of the United States, or
{B} a qualified alien {as defined in section
1301 {8} (10)} only in accordance with section

1903 {v}.".
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(ivi Section 1802{b} {3} of such Acr is
amended by inserting "or national* after

"eitvizent,

{2} Definition of term "Qualified &lien“~*8ection.
1101 (a) of such Act is amended by adding at the end the
following new paragraph:

{10} The term ‘qualified alien’ means -an alien--

*{A} who is lawfully admitted for permanent
residence within the meaning of ssction 101{a) (20) of
the Immigration and Nationality Act;

*{B} who is admirted as & refugee pursuant Lo
section 207 cf such Ack;

“{C) who is granted asylum pursuant to secticon 208
of such Act; f

"{D} wnose deportation is withheld pursuant to
gection 243 (h} of such Act;

LR whése deportation is suspended pursuant to
section 244 of such Act;

¥{F) who is granted conditional entry pursuant to
section 203 (a) {7} of such Act as in effect prior o
April 1, 1980;

"{G) who is lawfully admitted for cemporary

residence pursuant to gection 210 or 245A of such Act;
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"{H} who is within a class of aliens lawfully
present within the United States pursuant to any other
provigsion of such Act, provided that--
*{i) the Attorney General determines that the
aaﬁﬁiaued presence of such class ¢f aliens serves
& humanitarian oy other compalling public
interest, and
"(ii) the Secretary of Health and Human
Services determines that such interest would be
furthar served by treating each alien within such
class as a ‘qualified alien’ for purposes of this
Act; or |
*{Il who is the spouse or ummarried child under 21
vears of age of a citizen of the United States, or the
parent of such a citizen if the citizen ig 21 years of
age or older, and with respect to whom an application
for adjustment to lawful permanent reasidence is
pending;
guch status not having changed.*.
{b} State and Local Programs.--A State or political’
subdivigion therein may provide that an alien is not eligible for
any program of assisrance based on need that is furnished by such

State or political subdivision unless such alien is a *"gualified
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alien® within the meaning of section 1101{a) (10} of the Social
Security Act (as added by subsection (&) {2} of this section).
{c) Effsctive Date. -~
{1} The amendments made by subsection {a} are sffedtive
with respect to bensfits payable on the basis of any
applicacion filed after the date of enagcument of this Act.
{2) Subsection (b} ig effective upon the date of
enactment of this Act.
SEC. $03. ELIGIBILITY OF SPONSCRED ALIENS FOR CERTAIN PROGRAMS.
{a) Deeming of Sponsor’s Income and Resources Lo an Alien
Under the Supplemental Security Income, Aid to Families with
Pependent Children, and Food Stamp Programs.
{1) Length of deeming period.--
(A} Making the S8I S-year period permanent, -«
Subsgsection {b} of section 7 of the Unemployment
. Compensation Ameﬁémentslmf 1853 (Public Law 103-152} is
repealed.
{B} Incraasing the AFDC period from 3 Lo & years--
Section 415 of the Scocial Security Act is amended by
striking "three years"™ each place such phrase appears
and inserting "5 years®.
{C} Increasing the ¥Food Stamp period from 2 to §

years.--Section 5(i} of the Food Stamp Act of 1977 is
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amended by striking "thres years® each place such
phrase appears and inserting "5 years®.
{2} Imapplicability in the case of any alien whose
sponsoy receives $8I or AFDRC benefits.-~v

{B) SBI.--Section 1821(f) of the Social 8Sescurity
Act is amended by adding at the end the following new
paragraph:

"{3) The provisions of thisg section shall not apply to any
alien for any month for which such alien’s sponsoy receives a
benefit under this title {which includes, for purposes of this
paragraph, zhe_prmgra§ of federally administered State
supplementary payments made pursuant ©o section i616{al of this
Act or section 212(bh) of Public Law $3-66) or the program of aid
ro families with dependent children authorized by part A of title
IV of this Act.”.

{B} AFDC.~-8Section 415{f) of the Social Security
Act is amended- -

{i} by redesignaving paragraphs {1} through
{5} as subpavagraphs (A} through (E),
regpectively;

{11) by striking "{f}* and inserting
"{€y{(1}*; and

{1iii} by adding at the end the following new

paragraph:



253
# {2} The provisions of this section shall not apply Lo any
alien for any month for which such alien’s sponsor receives a
benefitc under the program authorized by this part, or the program
of supplemental security income auvthorized by title XVI of this
Act (which includes, for purposes of this paragraph, the program
of federally administered State supplementary payments made
pursuant to section 1816{a) of this Act or section 212{b) of
Publie Law 93-86)1.". ,
{C) Pood Stamps.--Section 5(1) {21 {E} of the Food
Svamp Act of 1977 is amended--
(i} by striking " (E)" and inserting »{E) (i)";
and
{ii} by adding at the end the following:
*{ii) The provisions of this subsection shall not apply to
any alien foy any month for which such alien’s gponsor receives a
benefit undeyr the pragramhof aid to families with dependsnt
children authorized by part A of title IV of the Social Security
Act or thes program of supplemental security income authorized by
tivle VI of such Act {(which includes, for purposes. of this
paragraph, the program of federally administered State
supplementary payments made pursuant to section 1616 (a2} of such
Act or section 212{p} of Public Law $3-66}.",

{3} Inegquitable Circumstances.--
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(A} S8I.--8ection 1621 of the Social Security Act
is amended by adding at the end the following new
subsection:

*{g} The Segretary may, pursuant to regulations promulgated
afver consultation with the Secretary of Agriculture, alter or
suspend the application of thig sgection in any case in which the
Secretary determines that such application would b# inequitable
under the circumstances.®

{B: AFDC.--8ection 415 of the Scocial Security Act
is amended by adding at the end the following new
subgection:

“{g) The Secretary may, pursuant to regulations promulgated
after consultacion with the Sszcoretary of Agriculture, alter or
suspend the application of this section in any case in which the
Sseretary deteymines that such application would be ineguitable
under the circumstances.”

(C} Food Stamps.--Section 5{i) {2} of the Food
Stamp Act of 1377 is amended by adding at the end the
following new subg&ragfaph:

*{F} The Secretary may, pursuant to regulations promulgated
afcer consultation with the Secretary of Health and Human
Bervices, alter or suspend the application of this section in any
case in which the Secretary determines that such applicatian

would be ineguitable under the circumstances.®
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{4) Food Stamps exemption for blind or disabled .

aliens.--Section 5{i) (2} (B) of the Food Stamp Act of 1577

{ag previously amended by subsection (a)(2){C)) is further

amended by adding at the end the following:

"{iii} The provisions of this subsection shall not apply
with respect Lo any individual for any month for which such
individual receives a benefit under the program of supplemental
security income authorized by title XVI of the Social Security
Act by regsan of blindness {as determined under szecticn-
1614{a) {2} of such Act) or disability {(as determined under
gection 1614{a} {3} of such Act), provided that such blindness or
disability commenced after the date of such individual’s
admission into the United States for permanent residence.',

{5} Increase in Food Stamp resource limitation.--

Section 5{i} {2} (B} {ii) of the Food Stamp Act of 1877 is

amended by striking *$31,5000" and insexting “$2,000%.

(b} Disgualification of Certain Sponsored Aliens After the
60th Month After Entry into the United States.--

{1) In general.--

{A} S8I.--Section 1811{e} of the Social Security
Act is amended by inserting between paragraphs {3} and
{5) & new paragraph {4) as folliows:

*(4) (A) No individual (other than an individual described i

gecrion 1621(f){1}) who is an alien shall be an eligible
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individual or eligible spouse for purposes of this title with
regpect to any month beginning after the 60th month after such
individual‘s entry into the United Brates if the adjusted gross
income {as definsd in section 62 of the Internal Revenue (ode of
1986) of any person who (as a Qyénsor of gsuch individual’s entyy
into the United States} executed an affidavit of support with
regpect to such individual plus the adiusted gross income of such
person’s spouse and dependent children (if any) for the most
recently completed year for which--
*{41{I} a rerturn has been filed in ¢onnecticn with the
taxes imposed by subtitle A of the Internal Revenue Code of
188686 éy or on behalf of such parson {and such person’s
gpouse and dependent children, if any), or (II) no such
return is regquixed by such Code to be go filed, and
*{ii) the Secretary has published the U.S. median
income for all families pursuvant to subparagraph (B) (1) {(I),
excesde the applicable measure of U.S. median income for all
families {(determined in accordance with subparagraph {B) (1) (II}}
for such year. ‘
*{B} {1) The Secretary shall publish twice yearly in the
Federal Register a naiice-;
“{I} setring ocut the U.8. median income for all
families for not fewer than five of the years immediately

praceding the year in which such notice is published, and
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"(II) identifying the months for which each such figure
shall be deemed Lo 5e the applicable measure for the purpose
of making the determination reguired by subparagraph (A}).
*{iiy The U.8. median income for all ﬁamilies for any yvesar
published by the Secretary pursuant to clause (i) shall be the
amount reported for such vear by the Census Bureau pursuani to
its Current Population Survey, except that if such amount has not
been sc reported for such year at the time such notice is
publighed, then the measure of the U.&. median income for all
families for such year shall be derived by increasing the amount
reported by the Census Bureau for the immediately preceding year
by a percentage eguil to the percentage {(rounded to the nearest
one-tenth of one percent), if any, by which the Consumer PFrice
index (as prepared by the Department of lLabor) for such year has
increased over the immediately preceding year.®.
{B} AFDC.--Section 402{a} of the Social $ecurity
act is amended by--
(i} striking "and" at the end of paragraphn
(44} ;
(i3} striking the period at the end of
paragraph (45} and inserting *; and®; and
{1ii) adding at the end a new paragraph as

follows:
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"{45} provide that an individual who is an alien may
not be considered a dependent child, a caretaker relative
whose needs are to be taken inte account in making the
determination under paragraph (7), or any other perscn whose
needs should be taken inteo account in making such a
determination with respect to the c¢hild or relative, with
respect to any month beginning after the 60th month after
such individual’'s éntry into the United States if the
adjusted gross income (as defined in section 62 of the
Internal Revenue Code of 1986} of any person who {as a
sponsor of such individuai’s entry into the United States)
exgcuted an affidavit of support with regpect to such
individual plus the adjusted gross income of such person’s
spouse and dependent children {(if any) for the most recently
completed year for which--

*{&) (1} & return has been filed in connection with

the taxes imposed by subtitle A of the Internal Revenue

Code o©f 1886 by or on behalf of such perscon {and such

person’s spouse and depeéndent children, if any}, or

{ii) no such veturn is required by such Code to be 50

filed, andg

(B} the U.%., median income for all families has

been published,
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exceaeds the applicable measure of U.S. medlian income for all

families for such year. For purposes of the preceding

gentenca, the requirement £or the publication of the U.5

median ingome for all families for any vegar shall be

satisfied by the publication of such dara for such year
pursuant to section 16811{e} {4} (B} (1) {I}, and the "applicablse
meagsure of U.8., median income for all families" for any vear

shall be the msasure applicable for such year pursuant o

gection 16&l1{e) {4} (B} {1} (I} .*.

{C} Food Stamps.--Section &€ of the Food Stamp Act
of 1877 is amended by adding at the end a new
subgection ag follows:

*{i} No alien who is a member of & housshold otherwise
@ligible to participate in the food stamp program undey this
gection shall be eligible to participate in such program as a
member of that or any other housshold with respect to any month
beginning after the 60th menth after such alien’s entry into the
United States if the adjusted gross income (as defined in section
62 of the Internal Revenue Code of 1986) of any perscon who (as a
sponsor of such alien's entry into the United States) executed an
affidavit of support with respect bvo such alien plus the adijusted
gross inceme ¢f such person’s gpouse and dependent children (if

any) for the most recently completed year for which--
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"{11 {A) & return has been filed in connection with the
taxes imposed by subtitle A of the Internal Revenue Code of
1986‘by or on behalf of such person {(and such person’s
apouse and d&pendenﬁnchildren, if any}, or (B} no such
return is reguired by such Code to be so f£ilsd, and
{2} the U.8. median income for all families has been
publighed,
exceeds the applicable measure of U.S. median income for all
families for such year. TFor purposes of the preceding sentence,
the requirement for the publication of the 1.8 median income for
all families for any year shall be satigsfied by the publication
of such data for such year pursuant to gsection
1611{e} (4) (B} {1} {1} of the Social Security Act, and the
"applicable measure of U.8. median income for all families®™ for
any year shall he the measure applicable.iar such year pursuant
to section 161i{e} {4) (B){i}{II} of such Act.".
{2} Confarminé Amendments. - -
(A} Cooperation reguirement. --
(i) S8I.--8ection 1621(d) (1) vf the Social
Security Act is amended in the first sentence by--
{I} striking *during the pericd of S
yaﬁrs after entry into the Unjited States,® ;

and
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{11} inserting "or gection 1611€e?i4}f
after "this ssction™.

{ii} AFDC.--The second pentence of section
415{¢) {1) of the Social Sscurity Act {as
previously amended by subsection (a) {2} {A) of this
secrion? is furtheyr amended by---

{1y striking tduring the period pf &
vears after his or her gntry into the lUnited
Scatea®; and

{I1} inserting *or secgion 402{a} {45}"
after "this section®.

{141} Pood Stamps.--The first sentence of
gacrion 5{i} {2} {(C} {i} of the Food Stamp Act of
1877 {(ag previcusly amended by subsection
(a} {3} {a} of this section) is further amended by--

{1} striking "duriég the pericd of &
years after entry into the United States," ;
and

{II) inserting "or section 8({i}* after
"this section®,

{B) Liabilitcy for overpayments,--
{i} S88I.--Bection 1621{e} of the Bocial

Bgcurity Act is amended hy--
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{r; striking *during the period of 5
vears after such alien’s entry into the
United States,”;

{11} inserting “or section 161il{e} {4}"
after *this gectieon®; and

{III) adding at the end the following
sentence: "If an individual who is an alien
subject to thig subsection is naturalized as
a citizen of the United 8tates, such
naturallization shall have no effect upon the
continued application of this subsection to
such individual or to such individual's
sponsor, .

{id) AFDC.--Bection 415(d} of the Social
Security Act {as previously amended by subgection
{a} (2}}) is further amended by--

{I} striking *during the pericd of 5
vears after such alien’s entry into the
United States,";

{I1} inserting "or section 4902{a) {45)°
afrer “this section®; and

(IIXI} adding at the end the following
gsentence: "If an individual who is an alien

subjact to this gubsection is naturalized as
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a citizen of the United States, such

naturalization shall have no effect upon the

continued application of this subsection to

such individual or to such individual's

gponscr.".

{iii} Food Stamps.--Section 5(i){(2) (D) of the
Food Stamp Act of 1977 {as previously amended by
subsection (a){3)) is further amended by--

{I} striking "during the period of 5
years afier such alien’s entry ingo the
United States,®;

{II) inserting "or section 6{i}" atter
*this section®; and

(III} adding at the end the following
gsentence: “If an individual who iz an alien
subject b0 this subparagraph is naturalized
as a citizen of the United States, such
natuyalization shall have no effect upon the
continued applicavion of this subparagraph to
such individual or to such individual’s
sponsor., *,

{3} Digclosure of tax return information.--S8ection

£103 (1) (73 iB) of the Internal Revenue Code of 1986 is
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amended by designatiné the existing matter as clause (i} and
adding at the end the Zollowing:.

"(ii} The Secretary shall disclose, ﬁpoh regquest, reéturn
information with respect to adjusted gross income (as defined in
section 2} from returns filed by, or with respect to, any |
individual {and such individual’s spouse and dependent children,
if any} who {as a sponsor éf an alien’s entry into the United
States) executed an affidavit of support with respect to such
alien and whose income is considered in connection with
determining such alien’s eligibility for a program desaribéd in
clause (i), (iii}, or {vi} of subparagraph (D} to any Federal,
State, or local agency administering such program, but only fox
the purpoge of, and to th&lexteﬁt necegsary, in determining the
eligibility of such alien for benefits under such program.

"{iii} Information regarding any determination made pursuan
to section 402{a) {45} or 415 of the Scéial Security Act (relating
t¢ the aid to families with dependent children program), section
1611 (e) (4) or 1621 of such Act {relating to the suyplemenmai
security income program}, or gsction 5{i} or &(i) of the Food
“Stamp Act of 1%77 (relating t£o the program of assistance under
that Act] ig connection with determining an alien's eligibilicy
for benefits under any such program shall not be considered to be
return information subdect to the limitations on disclosure or

redisclosure imposed by this section.,".
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{c) Srtate and Loval Programs.--A State or political
subdivision therein may provide that an alien is not eligible for
any program of agsistance based on need that is furnished by such
State or political subdivision for 35y mont.hh Lf such alien has
been determined o be ineligibkle for such month Zor benefits
undgey- -

(A} the program of aid to families with dependent
‘chgldxen authorized by part A of title IV of the Social
Security Act, as a result of the application of section
402 (a) {45} or 415 ©f such ACU;

{B) the program of supplemental security income
authorized by title XVI of the Social Sescurity Act, as a
result of the application of section 1€11{e}{4) or 1621 of
such Act; or

{C} the Food Stamp Act of 1977, as a result of the
application of section (i) or €(i} of auahhhct.

(d} Effective Date.--

{1} Except as otherwise provided in paragraph (2), the
amendments made by subsections {a) and (b} are effecgive
with respect to beénefits under the program of aid to
families with dependent children authorized by part A of
title IV of the Social Security Act, the program of
suppla@anmal security income authorized by title XVI of the

Social Security Act, and the program authorized by the Food
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Stamp Act of 1877, payable for months baginﬁing afrar
September 30, 19%4, on the basis of.-
{A} an application filed after such date, or
(B) an application filed on or before such date by
or on behalf of an individual subject to gh& provisions
of gecticn 1621i{a} or section 415(a) of thé Sccial

Security A¢t or section 5(i) (1) of the Food Stamp Act

of 1977 {as the case may be) on such date.

{2} The amendments made by subsection (b) (2) (B} axe
effective upon the date of enactment of this Act.

{3) Subsecticen (g) is effective on QOctcober 1, 1984,

SEC. 904, NATIONAL SCHOOL LUNCH PROGRAM,
{a} Section 17(¢) of the National Scheol Lunch Act {42
U.8.0. 1786(c)) is amended --

{1} in paragraph (1}, by inserting "except as provided
in paragraphs {(4) and (5) of thig subsection," after "For
purposes of this section,";

{2} in paragraph {2}, by inserting "except ag provided
in paragraphs {4} and (5} of this asubsection,” after "For
purposes of this section,";

(3) in paragrapn {3}, by inserting ®except as provided
in paragraphs {4} and (5) of this subsection,® after "For

purpeses of this section,";
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(4) by redesignating paragraph (4) as paragraph {8);
ang

{5} by inserting after paragraph (3! the following new
paragraphs:

®i4} For purposss of this section, the level one
reimbursement factor for family or group day care homes
shall be 81.57 for lunches or suppers, §$.86 for braakfastg,’
and $.4675 for supplements. The reimburgement factor under
this paragraph shall be adjusted on July 1 of each year,
&tartingcauly 1, 1897, to reflect changes in the Consumer
Price Index for food away from home for the most recent 12-
month period for which data are available. The .
zeimbursement factor under this paragraph shall be rounded
ro the nearest one-fourth cent.

*{53} For purposes of thig section, the level two
raimburéemant factor for family or group day care homes
shall be $£1.3500 for lunches or suppers, $.5725 for
breakfasts, and $.2675 for supplements. The reinbursement
factor under this paragraph shall he adjusted on July 1 of
@ach year, starting July 1, 1937, to refléat changes in the
consumar Price Index for food away from home for the most
recent 12-month period for which data are available. The

reimbursement factor under this paragraph shall be rounded

to the nearesi one-fourth cent. .,
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{b} Section 17{f)(3) of the National School Lunch Act {42
V.8, C. 1768{f) (3)) is amended--

(1} by adding after gubparagraph {(C} the following new
subparagraph:

"{D} The Secretary shall make payments, totalling
not more than 82,000,400 in fiscal vear 18985 and |
$5,000,000 in fiscal year 19%6, to pra?id& grants to
States: for the purpose of providing assistance,
iﬁleding grants to family or group day care home
sponsoring organizations and other appropriate
organizations; for securing:aﬁd providing training,
materials, automated data procaséing assistaﬁce, and
other assistance: for the staff of such gponsoring
prganizations; and for providing training and other
assisténce v family or group day care homeg in order
to assist in the implementation of the reguirements
contained in this subsection.?®;

{2) in subparagraph {A}, by delening ¥, except that
reimbursement shall notr be provided® and all that follows
through "nearest one fourth cent.* and inserting in lieu
-thereof "ag set forth in subparagraphs (B} and {C).";

{3} by ra&asignaéing subparagraphs {(B), {C} and (D) {as
added by paragraph {1%} as subparagraphs (D!, (E), and (K}

regspectively;
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{4) by inserting after subparagraph (A} the following
new subparagraphs:

" {B} Sponsoring organizations of family or group
day care homes located in low-income areas shall be
reimbursed for meals or supplements served to childryen
in those homes at the level one reimbursement rates
egtablished in subsection () (4) of this section,

*{C) Sponsoring organizations of family or group
day care homes, except fanily or group day care homes
covered under subparagraph (B) of this subsection,
ghall be reimbursed for neals or supplements served to
children in those homes, at the elecrtion of the family
or group day care home, either --

"({i} at the level two reimbursement
rates establighed in subsectiosn {¢) (5} of
this section; or

*{id) (1) for meals and supplements
served Lo children f£rom househgolds that meet
the income eligibility guidelines for free or
reduced-price meals and supplements set forth
in section 8(b} of thisg Act, at the level one
reimbursemant rates established in subsection

{¢Y{4) of this segtion: and
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#{IT) for meals and supplements gerved
ﬁa children from families who 4d¢ not mest the
‘reqairaments of paragraph () {ii} (I of this
subsection, at the level twé reimburgement
raLes éstablished in subsecticn (¢l (5): ox

{iii) for meals and supplements served
co children in family or group day care homes
in which the family or group day ¢are home
provider meets the income eligibility
guidelines for free or reduced price meals
and supplements set forth in. section $i(b} of
this A&t, at the level one reimbursement
rates &gtabiiah@d'in secrion {(¢) (4} of this
sectimn}“;

151 by adding at the end of sub@axagx&ph (D} fas
redesignated by paragraph (3)} the following: "In addition,
family or group day care home sponsoring organizétimns shall
?ecéive for ctheir adminigtrative expenses an additional $10
pér magth for each home located in a low-income area."; and

(6; by addiag after subparagraph {E} (as reﬁ&gignateé
by paragraph {3)) the following new subparagraphs:

*{F} Nouwithstanding subparagraph (), reimbursement

shall not pe provided for meals or supplements served o ths

children of a person acting as a family or group day care
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nome provider unless such children meet the income
eligibility guidelines for free or reduced price meals under
gection 29{b} of this Act. Where 8o gualifying, the family
or group day care home sponsoring organization shall be
reimbursed for those meals and supplements at the level one
rates established in subsection (¢} (4).

*{3) Por family or group day care home providers who
elect to uge the procedures under paragraph (3) (C)i{ii) of
this subsection, the Secretary shall implement streamlined
and simplified counting and claiming procedures, provided
that such procedures do not compromise program
ascountability.

"(H} Sponsoring organizations of family or group day
care homes {other than those located in low-income areas)
may receive the level one reimbursgement factor for meals and
supplenants eétablished in subsection (o} {4} of this section
for those children with a parent participating in the work
first program established under part F of title IV of rhe
Social Sgeurity Act, the community service program
established under section 489 of such Act, the transitional
child care program under titie IV of such Act, the at-risk
child cave program unger title IV of such Act, or a State
child ¢are program with an income eligibility limit that

dogs not exeeed the income eligibilicy guidelines for free
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or reduced price meals and supplements set forth in saction
9{b)} of this Act.

"{I1} For purposes of this section, 'low-income areas’
ig defined Lo mean "areas in which poor economic conditions
exist® ag defined in Bection 13 (&) {1} {C) of this Act.

»{J} The Secretary shall make payments, totalling not
more than $£§,000,000 in each of fiscal years 1997, 13§8,
1288, and 2000 to provide grants to States for the purpose

of providing assistance, ingluding grants to family or group

day care home sponsoring organizations, to assist family ov

group day gare homes in low-incoms areas to become licsnsed
or approved for the program under this gection. Any
payments raceived under this subparagraph shall be in
addition Lo payments thch States receive under subgection

(b} ©f this section.”, 3

“ia)  Effective Dates.

{1} Except as provided in paragraph (2}, the amendments
made by subsections (a} and {b) shall take effect on July 1,
1996.

{2} The amendment made by subsection (b} {1) shall’ﬁake
affect on the date of enactment ©f this Act. ‘
305, STATE RETENTION OF AMOUNTS RECOVERKQ._
Sectijon 16{a} of the Food Stamp Act of 2877 (7 U.S.C. 2025

iz amended by striking *i18%5" both places it appears in the
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proviso of the first sentence and inserting in both places in
lieu thereof 72004",
SEC. 30&. COMMODITY PROGRAM INCOME IN%LIGIEIL&T?L ¢

Notwizhastanding any other provision of law, a person with
annual off-farm adjusted gross income 1in excess of $100,000, as
derermined by the Secretary of Agriculture, shall not be eligible
to receive from the Commodity Credit Corxporatvion income support
and price support tarough loans, purchases, paymentg, and other
operations. The Secretary of Agriculture shall issue régulacian&
defining the texm "person" which shall conform, to the extent
practicable to the regulations issued in accordance with section
1001 of the Food Security Act of 19885, az amended.

SEC. 907, AMENDMENTS RELATED TO SUPERFPUND TAX EXTENSION.

(a} Extension of Termination Date.-- Paragraph (1) of
section S59A (e} of the Internal Revenue Code of 1986 (26 U.8.C.
5BA{e} {1)) is amended by sitriking "Januvary 1, 183%6* and inserting
*February 1, 15%98&*",

{b) Adjustments to Amounts Collected,-- Paragraph (3} of
section 4611 (e} of the Internal Revenue Code of 1386 (26 U.8.{.
4511 (e) [3}} 18 amended- -

(1} Dby gtriking "December 31, .1935* and inserting

*September 3G 19%8"; _

{2} by strékiﬁg "$11,%70,000,000" each time it appears

and ingerting "$15,800,000,000%; and
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{4) by striking "Januvary 1, 19%6" and inserting

*Qeroher 1, 1958%.

{¢) Effective Date.-- The amendments made by subsection {(a)
ghall apply to amounts collected and amounts credited after the
date of the enactment of this Act.

SE{. 348, FEDRERAL RATLROAD ADMINISTREATION USER FEES,

Section 218 of the Federal Rallrozd Bafety Act of 1370 {45
.5.C. 447} is amended- -

(1} Wy striking subsection (&) (3) and inserting the

Eollowing:

"{3) Fees established under this gecticn shall be
assgsgsed to rallroads subiect to this chapter and shall
caover i1l coste incurred by the Federal Railroad
Administration in administering this chapter, and those
laws transferred to the jurisdiction of the Segretary
of Transportation by subsection (&) (1), {2}, and {8} (A}
f gecrion 1655 of Title 49, other than activities
described in section 431(a)(2) of this title.”;

{2Z) Dby inserting before the period in subsection {c¢}

", and those laws transferred to the jurisdiction of the

Sevretary of Transportation by subsection (e} {l), {2}, and

{61 (A} of gsection 1655 of Tivle 48"; and

{3} Dby striking subsecticons (&) and (f).
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SEC., 209, SPBCIAL EARNSZ}‘INCONE TAX CREDIT RULES FOR MILITARY

PERSONNEL.

{a} Modified Residency Requirement.-- Subparagraph (E) of
gection 32i{c) {3} {defining qualifying child}l of the Internal
Revemie Code of 1986 is amended by adding at the end the
foliowing sentence: "The preceding sentence does not apply
during any period during which the taxpayer is staticned ocutside
the United States while serving on extended active duby {(as
defined in section 10341{h} (3)} with Armed Forces of the United
Srates.”

(b} Reporting Military Barned Income.-- Subsection (a) of
section 6051 i{relating to receipts for employees) of the Znéarnal
Revenue Code of 1886 ig amended by striking "and® at the end of
paragraph {B}, by striking the period at the end of paragraph {9)
and inserting in liey thereof *, and", and by inserting after
paragraph (%) the following paragraph:

"{10) - in the case of an employee who is a member of
the Armed Forces of the United States, the total amount ¢f
earned income (as defined in section 32{ci{2}).".

{¢} Advance Payment ¢f Earned Income Tax {redit.--
Paragraph (1) of section 3507{(¢} (defining earned income advance
amount) ©f the Internal Revenue Code of 1986 is amended by adding
at the end the following sentence: *For purposes of subparagraph

(A) in the case of an employes who is a member of the Armed
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Forces of the United States, the employee’s sarned income (as
defined in section 32{c) {2)} shall be taken into account rather
than the employee’s wages.".

{d} Effesctive Dates.-- The amendmﬂnté made by this section
shall apply Lo taxable years beginning and remuneration paid
afver Decembar 31, 1884,

BEC. Si0. NCNRESIDENT ALIENS NOT BLIGIRBRLE PFOR EARNED INCOME TAX
CREDIT,

{a) 3In General.-- Section 32(¢) (1} {defining eligible
individual) of the Internal Revenue Code of 1985 is amended by
adding at the end the following new subparagraph:

*{E} Exception for Nonresident Aliens.-- The term

*eligibl@ individual’ doss not include a nonyesident alien

unliess an election under section &€413{g) (relating to

treating a nonresident alien individual ag a resident of the

United States) or section 6013(h} l(relating to the year in

which a nonresident alien becomes a resident of the United

States) is in effect for the taxable year with respsct to

the nonresident alien.

{b} Effective Date.-- The amendmeni made by thig section
shall apply Lo taxakle years beginning after December 31, 19%4.

SEC, 811, EXTENSION OF CERTAIN CUSTOMS FRES.



2737

Subsection {1} {3) of section 13031 of the Consolidated
Omnibus Budget Reconciliation Act of 1§85, as amended, (1% U.8.C.
58¢i, ls amended to read ag followa:

%{3} Fees may not be charged under subsecticn {(a) of this
gsection afrer September 30, 2004.".

TITLE X -~ EFFECTIVE DATES
SEC., 10601, EFFECTIVE DATES,

{a) In Genersl. -- Except as otherwise provided and subject
ro subsection (b}, the amendments and repeals made by this Act,
other than title VI, shall become effective with respect to
periods beginning on or after Qctober 1, 188S.

{b} The Ses¢retary of Health and Human Services may, upon
the reguest of a Stare, delay the effective date prescribsd by
subsection {(a) with respect to such State upon a showing of
circumstances beyond the Btate’s control, but such extension may
not extend beyond October 1, 1886, ‘

{c} Notwithstanding any other provision of law, no State
shall be found to have failed to comply with any reguirement
imposed on such State’s programs by or pursuant to the amendments
made by titles I and I1 of this Act by reason of its failure to
have such program (or reguirements) in affect fratewids if such
program ig in effect Statewide not later than 2 years after the
affacrive datve specified in subsscrion {a), or 2 ysars after such

£

later date as is approved by the Secretary pursuant to subsection
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(b) .
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