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SEC. 672. TREAT~~NT OF SUPPORT OBLIGATIONS UNDER BANKRUPTCY 

CODE. 

(a) No Stay of Proceedings.--ll U.S.C. 362(b)(2) is amended 

to read as follows: 

"(2) ,under subsection (a) of this section-

"(A) of the commencement or continuation of a judicial 

or administrative pro~eeding" or other action under 

State or territorial law by a governmental unit, 

against the debtor to establish paternity, to establish 

or modify an obligation to pay for the support of a 

spouse, former spouse, or child of the debtor, or to 

establish a schedule for payment of such support 

(including any arrearages); or 

"(B) of the collection of alimony, maintenance, or 

support from property that is not property of the 

estate; ", 

(bl Streamlined Filing procedure for Support Creditor.--11 

U.S.C. 501 is amended by adding at the end the following new 

subsection; 

g(e)(l) The creditor of a claim that is excepted from discharge 

under section 523(al{5) may file such claim by delivering to the 

clerk of the bankruptcy court in which a petition under thi~ 

title is pendin9. in person or by rogistered mail, the claim form 

promulgated under paragraph (2). Such a creditor. filing a claim 
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in such a manner, shall not be required to make a personal 

appearance before the court, .to be represented by counsel 

admitted to practice 1n the jurisdiction in which such court is 

located. to comply with any local rules not specified pursuant to 

paragraph (2), or to pay any filing fees or other charges in 

connection with the filing of such claim. 

"(2) The Judicial Conference of the United States shall 

promulgate, not later than 3une 30~ 1995-

~(A) a standardized, simplified form for filing claims 

described in paragraph (1); and 

"(8) procedural guidelines for the use of such form, which 

rules shall be designed to minimize the burden on support 

cred~tor5 of filing such claims." . 

. {c) Treatment as Preferred Unsecured Creditor.--ll U.S.C. 

507(a) is amended-

(1) by striking "(8) Eighth," and inserting "(9) 

Ninth,"; and 

(3) by inserting after paragraph (7) the following new 

paragraph; 

"(8) Eighth, unsecured claims for alimony, maintenance, or 

support of a spouse, former spouse, or child of the debtor 

·allowed under section 502 of this title, to the full extent 

of such claims I and in accordance with any p'ayment schedule 

established as described in section 362(b)(2) .... 
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(d) Payment Schedule in Chapter 13 Plans.--ll U.S.C. 

1322(a)(2) is amended by inserting before the semicolon U(except 

that the plan shall provide. in the case of a debt not subject to 

discharge under section 523(a)(5). for payment in accordance with 

any payment schedule included in the order providing for alimony, 

maintenance, or support)", 

(e) Effective Oate.--The amendments made by this section 

shall, become effective October I, 1995. 

SEC. 673. DENIAL OF.PASSPORTS FOR NONPAYMENT OF CHILO SUPPORT. 

(a) HHS Certification procedure.--(l) Secretarial 

Responsibility.--Section 452 is amended by adding at the end the 

following new subsection: 

-(k) Certifications for Purposes of Passport Restrictions.-

(1) In General.--Where the Secretary receives a certification by 

a State a,gency in accordance with the requirements of section 

454(29) that an individual owes arrearage. of child support in 

excess of $5,000, the Secretary shall transmit such certification 

to the Secretary of State for action (with respect to denial, 

revocation, or limitation of passports) pursuant to 22 U.S.C. 

219. 

"(2) Limit on Liability.--The Secretary shall not be liable 

to an individual for any action with respect to a certification 

by a State agency under this section.~. 
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(2) State CSE Agency Responsibility.--Section 454, as 

previously amended by sections 601, 60S, 615, and 622, is fUrther 

amended-

(1) by striking "and" at the end of paragraph (27); 

(2) by striking the period at the end of paragraph (28) 

and inserting ~; and~; and 

(3) by adding after paragraph' (28) the following new 

paragraph: 

"( 29) provide that the State agency will have in effect 

a procedure (which may he combined with the procedure for 

tax refund offset under section 464) for certifying to the 

Secretary. for purposes of the procedure under section 

452(k) (concernin9 denial of passports) determinations that 

individuals owe child support arrearages of $5,000 or more, 

under which procedure-

"(A) each individual concerned is afforded notice 

of such determination and the consequences thereof. and 

an opportunity to contest the determination; and 

"(B) the certification by the State agency is 

furnished to the Secretary in such format t and 

accompanied by such supporting documentation. as the 

Secretary may require,-, 
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(b) State Department Procedure for Denial of Passports.-

Chapter 4 of 22 U.S.C. is amended by adding at the end the 

following new section: 

·S219. Denial of passport for nonpayment of child support. 

~(a) In General.--The Secretary, upon certification by the 

Secretary of Health and Human Services, in accordance with 

section 452(k) of the Social Security Act, that an individual 

owes arrearages of child support in excess of $5,000, shall 

refuse to issue a passport to such individual, and may revoke. 

restrict. or limit a passport issued previously to such 

individual. 


"(b) Limit on Liability.--The Secretary shall not be liable to an 


individual for any action with respect to a certifioation by a 

State agency under this section.», 

(b) Effective Date.--The amendments made by this section 

shall become effective October 1, 1995. 

PART H - DEMONSTRATIONS 

SEC. 681. CHILD SUPPORT ENFORCEMENT AND ASSURANCE 

DEMONSTRATIONS. 

(a) Demonstrations Authorized.--(l) Initial Projects.--The 

Secretary shall make grants to three States for demonstrations 

under this section to determine the effectiveness of programs to 

provide assured levels of child support to custodial parents of 
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children for whom paternity and support obligations have been 

established. 

(b) Duration of Projects.--(l) Total Project Period.--The 

Secretary shall make grants to States for demonstrations under 

this section beginning in fiscal year 1997. for periods of from 7 

to 10 years. 

(2) Phasedown Period.--Eaeh State implementing a 

demonstration project under this section shall- 

(A) phase out activities under such demonstration 

during the final two years of the project; and 

(B) obtain the Secretary's approval, before the 

beginning of such phasedown period. of a plan for 


'accomplishing such phasedown. 


(e) Considerations in Selection of Projects.--(l) Scope.-

Projects under this section may, but need not. be Statewide in 

scope. 

(2) State Administration.--(A) Responsible State Agency.--A 

State demonstration project under this section shall be 

administered either by the ~tate agency administering the program 

under title IV-O of the Social Security Act or the State 

department of revenue and taxation. 

(3) Controls.--At least one demonstration project under this 

section shall include randomly assigned control groups. 
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(8) Auto~ation.--The State agency described in subparagraph 

(A) shall operate (or have automated access to) the automated 

data system required under section 454(16) of the Social Security 

Act, and shall have adequate automated capacity to carry out the 

project under this section (including the timely distribution of 

child support assurance benefits). 

(d) Eligibility.--(l) In General.--Child support assurance 

payments under projects under this section shall be available 

only to children for whom paternity and support obliqations have 

bean established (or with respect to whom a determination has 

been made that efforts to establish paternity or support would 

not be in the best interests of the child). 

(2) Families with Shared Custody.--In cases where both 

parents share custody of a child, a parent and child shall not be 

eligible for benefits under a demonstration under this section 

unless-

(A) a support order is in effect entitling such parent 

to support payments in excess of the minimum benefit; or 

(B) the agency or tribunal which issued the order 

certifies that the child support award would be below such 

minimum benefit if either parent was awarded sole custody 

and the guidelines under section 467 were applied. 

(3) State Option to Base Eligibility on Need.--At State 

option, eligibility for benefits under a demonstration under this 
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section may be limited to families with incomes and resources 

below a standard of need established by the State. 

(f) Benefit Amounts.--(l) Range of Benefit Levels.--States 

shall have flexibility to set annual benefit levels under 

demonstrations under this section, provided that (subject to the 

remaining provisions of this subsection) such levels-

(A) are not lower than $1.500 for a family with one 

. child or $3.000 for a family with four or more children; and 

(B) are not higher than $3,000 for a family with one 

child or $4,500 for a family with four or more children; 

(2) lndexing.--Annual benefit levels for each fiscal year 

after fiscal year 1996 shall be indexed to reflect the change in 

the Consumer Price Index. 

(3) unmatched Excess Ssnefits.--The Secretary may permit 

States to pay benefits higher than the maximum specified in 

paragraphs (1) and (2). but Federal matching of such payments 

shall not be available for benefits in excess of the amounts 

specified in paragraph (1) (as adjusted in accordance with 

paragraph (2)) by more than $25 per month. 

(g) Treatment of Benefits.--(l) For Purposes of AFDC.--The 

amount of aid otherwise payable to a family under title IV-A of 

the Social Security Act shall be reduced by an amount equal to 

the amount of child support assurance paid to such family (or, at 
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the Sec~etary's discretion, by a percentage of such amount paid 

specified by the Secretary), 

(2) For Purposes of Other Benefit Programs.--(A) In 

General,--Except as provided in subparagraph (8), child support 

assurance paid to a family shall be considered ordinary income 

for purposes of determining eligibility for'and benefits under 

any Federal or State program. 

(5) Deemed AFDC Eligibility.--At State option, a child (or 

family) that is ineligible for aid under title IV-A of the Social 

security Act because of payments under a demonstration under this 

section may be deemed to be receiving such aid for purposes of 

determining eligibility for other Federal and State programs. 

(3) For Tax Purposes.--Child support assurance which is paid 

to a family under this section and is not reimbursed from a child 

support collection from a noncustodial parent shall be considered 

ordinary income for purposes of Federal and State tax liability. 

(h) Work program Option.--At the option of the State 

grantee, a demonstration under this section may include a work 

program for unemployed noncustodial parents of eligible children. 

(i) Availability of Appropriations for Payments to States.- 

(1) State Entitlement to IV-D Funding.--A State administering an 

approved demonstration under this section in a calendar quarter 

shall be entitled to payments for such quarter, pursuant to 

section 455 of the ~ocial Security Act for the Federal share of 
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reasonable and necessary expenditures {including expenditures for 

benefit payments and £or~associated administrative costs) under 

such project, in an amount (subject to paragraphs (2) and (3») 

equal to-

(A) with respect to that portion of such expenditures 

equal to the reduction of expenditures under title IV-A of 

the soeial security Act pursuant to subsection (g)(l)l a 

percentage equal to the percentage that would have been paid 

if such expendi'tures had been made under such title IV-A: 

and 

(B) 90 percent of the remainder of such expenditures. 

(2) States with Low AFDC Benefits.--In the case of a State 

in which benefit levels under title IV-A of the Act are below the 

national median for such payments. the Secretary may elect to 

provide 90 percent Federal ~tching of a portion of expenditures 

under a project under this section that would otherwise be 

matched at the rate specified in paragraph (lIlA). 

(3) Funding Limits;-Pro Rata Reductions of State Matching.-

(A) Funds Available.--There shall be available to the Secretary. 

from amounts appropriated to carry out part 0 of title IV of the 

Social Security Act, for purposes of carrying out demonstrations 

under this section, amounts not to exceed-

(i) $27,000,000 for fiscal year 1997; 

(ii) $55,000,000 for fiscal year 1998; 
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(iii) $70.000,000 for each of fiscal years 1999 through 

2002; and 

(iv) $55,000,000 for fiscal year 2003. 

(S) Pro Rata Reduotions.--The Secretary shall make pro rata 

reductions in the amounts otherwise payable to States under this 

section as necessary to comply with the funding limitation 

specified in subparagraph (A). 

(j) Distribution of Child Support Colleotions.-

Notwithstanding section 457 of the Social Security Act, support 

payments collected from the noncustodial parent of a child 

receiving (or who has received) child support assurance payments 

under this section shall be distributed as follows, 

(1) first, amounts equal to the total support owed for 

such month shall be paid to the family; 

(2) second, from any remainder, amounts owed to the 

State,on account of child support assurance payments to ,the 

family shall be paid to the State (with appropriate 

reimbursement to the Federal Government of its share of such 

payments) ; 

(3) third. from any remainder, arrearaqes of support 

owed to the family shall be paid to the family; and 

(4) fourth, from any remainder, amounts owed to the 

State on account of current or past payments of aid under 

title IV-A of the Social Security Act shall be paid to the 
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State (with appropriate reimbursement to the Federal 

Government of its share of such payments). 

(k) Evaluations and Reports.--(l) State Evaluations.--Each 

State administering a demonstration project under this section 

shall-

(A) provide for ongoing and retrospective evaluation of 

'the project, meeting such conditions and standards as the 

Secretary may require; and 

(9) submit to the Secretary such reports (at such 

times, in such format, and containing such information) 85 

the Secretary may require. includinq at least an interim 

report not later than 90 days after the end of the fourth 

year of the project. and a final report not later than one 

year after the completion of the project, which shall 

include information on and analysis of the effect of the 

project with respect to-

(i) the economic circumstances of both 

noncustodial and custodial parents; 

(ii) the rate of compliance by noncustodial 

parents with support orders; 

(iii) work-force participation by both custodial 

and noncustodial parents; 
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(iv) need for or amount of aid to families with 

dependent children under title IV-A of the Social 

Security Act; 

(v) paternity establishment rates; and 

(vi) any other matters the Secretary may specify. 

(2) Reports to Congress.--The Secretary shall, on the basis 

of reports received from States administering projects under this 

section I make the following reports" containing an assess~ent of 

the effectiveness of the projects and any recommendations the 

secretary considers appropriate~ 

(A) an interim report, not later than six months 

following receipt of the interim State reports required by 

subsection (C)i and 

CB) a final report, not later than six months 

following receipt of the ,final State reports required under 

subsection (i). 

(3) Funding for Costs to Secretary.--There are authorized to 

be appropriated S10/000 t OOO for fiscal year 1997, to remain 

available until expended for payment of the cost of evaluations 

by the Secretary of demonstrations under this section. 

SEC. 682. SOCIA! SECURITY ACT DEMONSTRATIONS. 

Section 111S(c)(3) is amended by striking "increased cost" 

and all that follows and inserting "an increase in total costs to 

the Federal Government.", 
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PART I - ACCESS A.~D VISITATION GRANTS 

SEC. 691. GRANTS TO STATES FOR ACCESS AND VISITATION PROGRAMS. 

(a) In General.--Part D of title IV is amended by adding at 

the end the following new section: 

"GRANTS TO STATES FOR ACCESS AND VISITATION PROGRAMS 

"Sec. 469A. (a) Purposes; Authorization of Appropriations.-

For the purposes of enabling States to establish and administer 

programs to support and facilitate absent parents' access to and 

visitation of their children, by means of activities includin9 

m~diation (both voluntary and mandatorY)r counseling, education. 

development of parenting plans, visitation enforcement (including 

monitoring, supervision and neutral drop-off and pickup). and 

development of guidelines for visitation and alternative custody 

arrangements~ there are authorized to be appropriated $5,000,000 

for each of fiscal years 1996 and 1997, and S10,000,000 for each 

succeeding fiscal year. 

"(b) Payments to States.--(1) Each State shall be entitled 

to payment under this section for each fiscal year in an amount 

equal to its allotment under subsection (c) for such fiscal year', 

to be used for payment of 90 percent of State expenditures for 

the purposes specified in subsection (a). 

(2) Payments under this section shall be used by a State to 

supplement (and not to substitute for) expenditures by the State I 
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for activities specified in subsection (a), at a level at least 

equal to the level of such expenditures for fiscal year 1994. 

-(oJ Allotments to States.--(l) In General.--For purposes of 

subsection (b), each State shall be entitled (subject to 

paragraph (1) to an amount for each fiscal year bearing the same 

ratio to the amount authorized to be appropriated pursuant to 

subsection (a) for such fiscal year as the number of children in 

the State living with only one biological parent bears to the 

total number of such. children in all States. 

-(2) Minimum Allotment.--Allotrnents to States under 

subparagraph {A} shall be adjusted as necessary to ensure that no 

State is allotted less than $50,000 for fiscal year 1996 or 1997, 

or $100,000 for any succeeding fiscal year. 

-(d) Federal Administration.--The program under this section 

shall be administered by the Administration for Children and 

Families. 

"(e) State Program Administration.--(l) Each State may 

administer the progra~ under this section directly or through 

grants to or contracts with courts, local public agencies. or 

non-profit private entities. 

~(2) State programs under this section may, but need not, be 

Statewide. 
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~(3) States administering programs under this section shall 

monitor, evaluate~ and report on such programs in accordance with 

requirements established by the Secretary. 

PAR~ J - EFFECT OF ENACTMENT 

SEC. 695. EFFECTIVE DATES. 

(a) In General.--Except as otherwise specificallY provided 

(but subject to subsections (b) and (c))-

(I) provisions of this title requiring enactment or 

amendment of State laws under section 466 of the Act, or 

revision of State plans under section 454 of the Act. shall 

be effective with respect to periods beginning on and after 

October 1, 1995; and 

(2) all other provisions of this title shall become 

effective upon enactment. 

(b) Grace Period for State Law Changes.--The provisions of 

this title shall become effective with respect to a State on the 

later of-
. 

(1) the date specified in this title, or 

(2) the effective date of laws enacted by the 

legislature of such State implementing such provisions; 

but in no event later than the first day of the first calendar 

quarter beginning after the close of the first regular session of 

the State legislature that begins after the date of enactment of 

this Act. For purposes of the previous sentence; in the case of 
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a State that has a 2-year legislative session, each year of such 

session shall be deemed to be a separate regular session of the 

State legislature. 

(e) Grace Period for State Constitutional Amendment.--A 

State shall not be found out of compliance with any requirement 

enacted by this title if it is unable to comply without amending 

the State constitution until the earlier of-

(1) the date one year after the effective date of the 

necessary State. constitutional amendment or 

(2) the date five years after enactment of this title. 

SEC. 	 696. SEVERABILITY. 

If any provision of this title or the application thereof to 

any person or circumstance is held invalid. the invalidity shall 

not affect other prOVisions or applications of this title which 

can be given effect without regard to the invalid provision or 

application, and to this end "the provisions of this title shall 

be severable. 

TITLE VII - IMPROVING GOVERNMENT ASSISTAl,CE AND PREVENTING FRAUD 

PART A - ArDC AMENDMENTS 

SEC. 701. PERMANENT REQUIREMENT FOR UNEMPLOYED PARENT PROGRAM. 

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

of 1988 (terminating the requirement that States provide benefits 

to two-parent families based on the unemployment of the principal 

earner) is repealed, 
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(b) Applicability to Puerto Rico, American Samoa, 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: 

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

those made by subsection (e» shall not become effective 

with respect to Puerto Rico, American Samoa, Guam, or the 

Virgin Islands unless the jurisdiction involved notifies the 

Secretary of Health and Human Services that it chooses to 

have such amendments apply and submits the necessary plan 

amendment .... 

SEC. 702. STATE OPTIONS REGARDING UNEMPLOYED PARENT PROGRAM. 

(a) Duration of Unemployment and Recency-af-Work Tests.-

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

clause (i» is amended to read as follows: 

"(A) subject to paragraph (2), shall provide for the 

payment of aid to families with dependent children with 

respect to a dependent child within the meaning of 

subsection (a) __ N, 

(2) Such section is further amended-

(A) by striking out Mwhichever" in clause (i) and 

inserting in lieu thereof "when, if the State chooses to so 

require (and specifies in its State plan), whichever", 
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(B) by inserting "when" before such parent in clause 

{ii), and 

(C) by striking out '(iii)(I)' and inserting in lieu 

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

specifies in its State plan) (I)". 

(b) State Option to Define ·Unemployment'.--At its option, 

a State may provide aid under part A to children of employed 

parents and may apply, for purposes of section 407 of the Act, a 

definition of unemployment that includes some or all of the 

individuals who, solely by reasons of the standards prescribed by 

the Secretary of Health and Human Services under subsection (a) 

of such section and in effect on the date of enactment of this 

Act, would not have been eligible for aid to families with 

dependent children, and shall include such definition in its 

State plan approved under part A of title IV of the Act. 

(c) Effective Date.-- The amendments made by this section 

and the provisions of this section shall become effective October 

It 1996. 

SEC 703. DEFINITION OF ESSENTIAL PERSON. 

(1) General Requirement.--Section 402 of the Act i. amended 

by addin9 immediately after and below subsection (e) the 

following new subsection: 

~(d) In order that the State may include the needs of an 

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

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

M(l) furnishing personal services required because of 

the relative's physical or mental inability to provide care 

necessary for herself or himself or for the dependent child 

(which, for purposes of this subsection only, includes a 

child receiving supplemental security income benefits under 

title XVI). or 

M(2) furnishing child care services, or care for an 

incapacitated member of the family. that is necessary to 

permit the caretaker relative -

"(A) to engage in full or part-time employment 

outside the horne, or 

"(B) to attend a course of education designed to 

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

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

participate in the program under part F on a full or 

part-time basis.". 

SEC. 	 704. EXPANDED STATE OPTION FOR RETROSPECTIVE BUDGETING. 

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

(l) by striking out in the matter that precedes 

subparagl"aph (A) "but only with respect to anyone or more 

-categories 	of families required to report monthly to the 

State agency pursuant to paragraph (14),"; and 
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(2) by striking out in each of subparagraphs (A) and 

(B) M(but only where the Secretary determines it to be 

appropriate, in the case of families who are required to 

report monthly to the State agency pursuant to paragraph 

( 14 ) ••. 

SEC. 705. DISREGARDS OF INCOME. 

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

402(a)(S)(A)(i) of the Act is amended hy striking out 'dependent 

child" and all that follows and inserting in lieu thereof 

-individual under age 19 who is an elementary or secondary school 

student II • 

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

amended.. 

(A) (i) by striking out 'a dependent child who i. a 

full-time student" in paragraph (S)(A)(vii) and inserting in 

lieu thereof "an individual under age 19 who is an 

elementary or secondary school student", and 

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

and inserting in lieu thereof "such individual". and 

(9) hy striking out in paragraph (18) 'of a dependent 

child" and inserting in lieu thereof "of an individual under 

age 19'. 

(h) 'Standard Earned Income Disregard Amount.-- (1) Section 

402(a)(S)(A)(ii) of the Act is amended hy striking out '$90" and 



322 


inserting lieu thereof "$120, or if 9reater, $120 adjusted by the 

CPt (as prescribed in section 406(i»)M. 

(2) The amendment made by this subsection shall become 

effective October 1, 1996, 

(c) State Option to Disregard Earned Income.-- (1) In 

General,-- Section 402(a)(S)(A)(iv) of the Act is amended to read 

as follows: 

"(iv) maYl at its option, disregard amounts of 

earned income in addition to those required or 

permitted to be disregarded under this paragraph, and 

shall specify in its State plan any such additional 

amounts and the circumstances (including whether they 

will be disregarded for applicants as well as for 

recipients) under which they will be disregarded;" 

(2) 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 out "or because of paragraph (e)(B)(ii){II)". 

(ii) Section 1925(a) of the Act is amended by striking 

out "or because of section 402(a)(8)(B)(ii)(II)(providing 

for a ti~e-limited earned income disregard)H, 

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

striking out "increased income~ and all that follows down to 
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the period and inserting lieu thereof "amount of earnings 

from such employment", 

(3) Effective Oate.-- The amendments made by this 

subsection shall become effective October 1, 1996 

(d) Disregard of Training Stipends.--Section 

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

M(V) shall disregard from the income of any 

individual applying for or receiving aid to families 

with dependent children any amount received as a 

stipend or allowance under the Job Training Partnership 

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

(e) Mandatory Child Support Pass-Through.--(l) Section 

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

(A) by striking out "S50" (in two places) and 

inserting in lieu thereof "$50, or, if greater, $50 adjusted 

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

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

inserting 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.--Section 406 of the Act is amended by 

adding at the end thereof the following new subsection: 
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"(i) For purposes of this part, an amount is 'adjusted 

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

the amount involved by the ratio of-

"(1) the Consumer Price Index (as prepared by tbe 

Department of Labor) for the third quarter of the 

preceding calen~ar year. to 

"(2) such Consumer Price Index for the third 

quarter of calendar year 1996~ 

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

nearer mUltiple of S10.". 

(f) Lump-Sum lncome.--(l) In General.--Section 402(a)(B)(A) 

of tbe Act i. 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 amounts of income received in the 

form of nonrecurring lump-sum payments; fl. 

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

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

Act is further amended by adding after and below clause (ix) the 

following new clause: 

II (x) sball disregard all educational 

assistance provided to a family member;", 
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(h) In-Kind Iocome.--Such section is further amended by 

adding after and below clause (x) the following new clause: 

"(xi) shall disregard all in-kind income 

provided to a family member;~ 

(i) Benefits Under the National and Community Service 

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

clause (xi) the following new clause: 

~(xii) shall disre9ard any living allowance, 

child care'allowance, stipend I or educational 

award paid under section 140 of the National and 

Community Service Act of 1990 to a family member 

participating in a national service program 

carried out with assistance from the Corporation 

for National and Community Service;~. 

(j) "Fill-the-Gap" Disregards.-- (1) Such section i. 

further amended by adding after and below clauses (Xii) the 

following new clause: 

"(xiii) may disregard, in addition to any other 

amounts required or permitted by this paragraph. income 

described in the State plan by type or source and by 

amount, but no amount in excess of the difference 

between the State's standard of need applicable to the 

family involved and the State's payment amount for a 

family of the same size with no other income;~. 
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(2) The amendment made by this subsection shall become 

effective October 1, 1996. 

SEC. 706. STEPPARENT INCOY~. 

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

out "$90" and inserting in lieu thereof "$120« and by strikin9 

out the 'semicolon at the end and insertinq in lieu thereof ortWI 

at the option of the State, so much of such income as exceeds any 

greater amount or amounts as the State aqency finds appropriate 

to strengthen family' life and prov~de incentives to increase 

earnings; « • 

(b) The amendment made by this section shall become 

effective October 1, 1996. 
, 

SEC. 707. INCREASE IN RESOURCE LIMIT. 

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

preceding clause (1)) by striking out «$1000 or such lower amount 

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

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

or older. $3000". 

SEC. 708. EXCLUSIONS FROM RESOURCES. 

(a) Life Insurance.-- Section 402(a)(7)(B)(ii) of the Act 

is amended by striking out the semicolon at the end and inserting 

in lieu thereof" and the cash value of life insurance 

policiesi~. 
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(b) Real Property which Must be Disposed of.--Seetion 

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

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

dispose of at a reasonable price;H, 

(e) Exclusion of Payments of the EITC.-- Section 

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

(1) by striking out 'or' after clause (iii). and 

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

reason of the Earned Income Tax Credit) by striking out -the 

following month' and inserting in lieu thereof 'the 

following eleven-month period', and by striking out the 

semicolon at the end and inserting in lieu thereof "and any 

lump-sum payment of State earned income tax credits and any 

payments described in this clause shall be deemed to be 

expended prior to other resources that are not excluded;-, 

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

of Lost Resources.-- 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: ~(v) 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 repairing or 

replacing resources of the family;". 
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(e) Individual Development Accounts.-- Section 402(a)(7)(B) 

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

new clause: "(vi) amounts. not to exceed $10,000 (including 

interest) in total r in one or more Individual Development 

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

Internal Revenue Code of 1986 by any member of a family receiving 

aid to families with dependent children. or (II) under a 

demonstration project conducted under the Individual Development 

Account Demonstration Act of 1994; hut only such amounts 

(including interest) that were credited to such account in a 

'month for which such aid was paid, or food stamps provided, with 

respect to such individual or in any month after such a month:". 

(f) Resources for Self-Employment.-- Section 402(a)(7)(8) 

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

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

will be used for the self-employment of a family me~bert to the 

extent and under the circumstances allowed by the State agency in 

accordance with regulations issued by the Secretary after 

consultation with the Secretary of Agriculture;". 

SEC. 	 710. TRANSFER OF RESOURCES.-

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

(1) 	 by adding "and" after subparagraph (e). and 

(2) 	 by adding after and below subparagraph (e) the 

following new subparagraph: 
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"(0) 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 I not in excess of one year from the 

date of discovery of the transfer, determined in 

accordance with regulations of the secretary;", 

SEC. 711. LIMITATION ON UNDERPAYMENTS. 

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

Q an underpayment Q and inserting in lieu thereof "an underpayment. 

the corrective payment sball be made regardless of whether the 

family is, at the time payment is made, receiving current payment 

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

amount necessary to correct for the underpayment of aid during 

the twelve-month period immediately preceding the month in which 

the State 8gency first learned of the underpayment, and u 
• 

SEC. 712. COLLECTION OF AFDC OVERPAYMENTS FROM FEDERAL TAX 

REFUNDS. 

(a) Authority to lntercept Tax Refund.-- (1) Part A of 

title IV of the Act is amended by adding at the end thereof the 

following new section: 

·COLLECTION OF OVERPAYMENTS FROM FEDERAL TAX REFUNDS 

~Sec. 418.(a), Upon receiving notice from a State agency 

administering a plan approved under this part that a named 

individual has been overpaid under the State plan approved under 
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this part, the Secretary of the Treasury shall determine whether 

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

individual, regardless of whether such individual filed a tax 

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

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

withhold from such refunds an amount equal to the overpayment 

sought to be collected by the State and pay such amount to the 

State agency. 

"(b) The Secretary of the Treasury shall issue regulations, 

approved by the Secretary of Health and Human Services, that 

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 action under 

State law against the income or resources of the individuals 

or families involved as required under section 

402(a)(22)(B). and (C) to whom the State agency has given 

notice of its intent to request withholding by the secretary 

of the Treasury from their income tax refunds; 

"(2) that the Secretary of the Treasury will give a 

timely and appropriate notice to any other person filing a 
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joint return 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, to the maximum extent feasible and consistent with 

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

those issued pursuant to section 464(b) applicable to 

collection of past-due child support,", 

(2) Section 6402 of the Internal Revenue Code of 1986 (as 

previously amended by section 662 of this Act) is further 

amended-

(A) in subsection (a). by striking "(c) and (d)' and 

inserting" (c), (d). and (e)"; 

(S) by redesignating subsections (e) through (i) as 

subsections (f) through (j), respectively; and 

(C) by inserting after subsection (d) the following nw 

subsection: 

'(9) Collection of overpayments under title IV-A of Social 

security Act. The amount of any overpayment to be refunded to the 

person making the overpayment shall be reduced (after reductions 

pursuant to subsections (c) and {d), but before a credit against 

future liability for an internal revenue tax) in accordance with 

section 418 of the Social Security Act (concerning recovery of 
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overpayments to individuals under State plans appro~ed under part 

A of title IV of such Act).". 

(b) Conforming Amendrnent.-- Section 552a(a)(8)(B){iv)(III) 

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

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

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

Act. Ii. 

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

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

adding at the end thereof the following: 

~(6) A State shall be deemed to meet the requirements 

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

member of a family applying for aid under the State plan 

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

a condition for such eligibility, a declaration in writing 

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

that each family member is a citizen of the United States or 

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

respect to a child b~rn into a family receiving such aid, 

such declaration must be made nO later than the time of the 

next redetermination of such family's eligibility following 

the birth of such child).". 

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

shall become effective upon enactment. 
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SEC. 714. REPEAL or REQUIREMENT TO MAKE CERTAIN SUPPLEMENTAL 

PAY~~NTS IN STATES PAYING LESS THAN THEIR NEEDS 

STANDARDS. 

Section 402(a)(2S) of the Act is repealed. 

SEC. 715. CALCULATION or ISS PERCENT OF NEED STANDARD. 

Section 402(a){lS) of the Act i. amended by striking out 

"without application of paragraph (S)(A)(viii)," and inserting 

in lieu thereof "applying only the disregard provisions of 

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

under the Job Training Partnership Act and similar programs), 

(viii)(payments related to the Earned Income Tax Credit), 

(ix) (certain lump-sum payments), (x)(edueational assistance), 

(xi) (in-kind income), and (xii)(certain payments under the 


National and Community Service Act of 1990),". 


SEC. 716. TERRITORIES. 


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

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

"(1) for payment to Puerto Rico shall not exceed-

"(A) $82,000,000 with respect to fiscal years 

1994, 1995, and 1996, and 

#(B) S102,500,000 or, if greater, such amount 

adjusted by the cpr (as prescribed in subsection (f)) 

for fiscal year 1997 and each fiscal year thereafter; 
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"(2i for payment to the Virgin Islands shall not 

exceed-

"(Ai $2,800,000 with respect to fiscal years 

1994, 1995, and 1996, and 

"(Bi $3,500,000 or, if greater, such amount 

adjusted by the CPI (as prescribed in subsection (fil 

for fiscal year 1997 and each fiscal year thereafter; 

and 

"(3) for payment to Guam shall not exceed-

"(A) $3,800,000 with respect to fiscal year 1994, 

1995, and 1996, and 

~(B) $4,750,000 or, if greater, such amount 

adjusted by the CPI (as prescribed in subsection (fl). 

for fiscal year 1997 and each fiscal year thereafter. K 
, 

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

addioq at the end thereof the following new subsection: 

II (f) For purposes of subsection (a) I an amount is 

'adjusted by the CPl' for months in calendar year by 

multiplying that amount by the ratio of the Consumer Price 

Index as prepared by the Department of Labor for-

"(l) the third quarter of the preceding: calendar 

year, to 

"(2) the third quarter of calendar year 1996, 
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and rounding the product, if not a multiple of $10,000 , to 

the nearer multiple of SI0,OOO.". 

PART B -- FOOD STAMP ACT AMENDMENTS 

SEC. 721. INCONSEQUENTIAL INCOME. 

Seetion S(d)(2) of the Food Stamp Act of 1977 (7 U.S.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 $30 per household member in 

any quarter, whether the household's income is calculated on a 

prospective or retrospective basis,u, 

SEC. 722. EDUCATIONAL ASSISTANCE. 

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

amended by-

(1) striking clause (3) of subsection (d) and insertinq in 

lieu thereof the following-

ri(3} all educational assistance provided to a household 

member,-; 

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

striking wand no portion of any educational loan M and all that 

follows through ·provided for living expenses,-; and 

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

SEC. 723. EARNINGS OF STUDENTS. 
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Effective on and after September 1, 1994, section 5{d)(7) of 

the Food Stamp Act of 1977 (7 U.S.C. 2014{d){7») 1s amended by-

(1) striking Ha child who is a member of the household. who 

is"'; and 

(2) striking ~t and who is 21~ and inserting in lieu 

SEC. 724. TRAINING STIPENDS AND ALLOWANCES; 

INCOME FROM ON-THE-JOB TRAINING PROGRAMS. 

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

amended by-

(1) striking "and (lS)" in subsection (d) and inserting in 

lieu thereof "(16)"; 

(2) inserting before the period at the end of subsection 

(d) -f and (17) any amount received by any member of a household 

as a stipend or allowance under the Job Training Partnership Act 

(29 U.S.C. 1501 et seq.) or under any other training or similar 

program"; and 

(3) striking in subsection (1) the language beginning with 

·under section 204(b)(1)(C)" and all that follows through "19 

years of age .... and inserting in lieu thereof ·shall be considered 

earned income for purposes of the food stamp program.". 
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SEC. 725. EARNED INCO~~ TAX CREDITS. 

Effective on and after September 1, 1994, the second 

sentence of section 5(g)(3) of the Food Stamp Act of 1977 (7 

U.S.C. 2014(9)(3» is amended by-

(1) inserting 'Federal or State lump-sum' immediately 

preceding Mearned income tax credits·; and 

(2) striking the language beginning with 'if such member 

was participating' and all that follows through 'the I2-month . 

period" . 

SEC. 726. RESOURCES NECESSARY FOR SELF EMPLOYMENT. 

Section 5(g)(3) of the Food Stamp Act of 1977 (1 U.S.C. 

2014(9)(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 or operating a 

business. The secretary may exclude from financial resources 

liquid or nonliquid resources that are or will be used for the 

self employment of any member of a household to the "xtent and 

under the circumstances allowed in regulations issued by the 

Secretary after consultation with and the Secretary of Health and 

Human Services.". 
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SEC. 727. LUMP-SUM PAYMENTS fOR MEDICAL EXPENSES OR REPLACEMENT 

OF LOST RESOURCES. 

Section 5(g)(3) of the food Stamp Act of 1977 (7 U.S.C. 

2014(g)(3)) as amended by this Act is further amended by adding 

the following neW fifth sentence-

~The Secretary shall also exclude from financial resources, 

for a period of one year from their receipt, amounts that 

have been paid as reimbursements (or payment in advance) for 

medical expenses or for the cost of repairing or replacinq 

res~urces of the family.", 

SEC. 728. INDIVIDUAL DEVELOPMENT ACCOUNTS. 

Section 5(g)(3) of the Food Stamp Act of 1977 

(7 U.S.C. 2014(g)(3)) as amended by this Act is further amended 

by adding the following neW sixth and seventh sentences-

~The Secretary shall also exclude fro~ financial resources 

amounts, not to exceed $10,000 (including interest) in 

total. in one or more Individual Development Accounts 

established in accordance with (A) section 529 of the 

Internal Revenue Code of 1986 (26 U.S.C. 1 at seq.) by any 

member of a household applying for or receiving assistance 

under this Act or (S) a demonstration project conducted 

under the Individual Development Account Demonstration Act 

of 1994, but only such amounts (including interest) that 

were credited to such account in a month for which 
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assistance was provided under this Act or aid to families 

with dependent children was provided pursuant to part A of 

the title IV of the Social security Act, with respect to 

such individual, or in any month after such a month. The 

Secretary shall also exclude from financial resources, for 

the month of its receipt and the following month, a 

nonrecurrin9 lump-sum payment received by any household . 
member if the household member represents that the payment 

will he deposited in an Individual Development Account 

established as described in the precedinq sentence,". 

SEC. 729. CONFORMING AMENDMENT. 

section 5(0)(8) of the Fo~d Stamp Act of 1977 

(7 1). S . C. 2014 (d)( 8» is amended in the proviso by ins,erting 

"paragraph (3) of subsection (9) of this section or" immediately 

preceding II other laws II • 

PART C -- ECONOMIC INDEPENDENCE 

SEC. 731. SHORT TITLE. 

This title may be cited as the -Individual Development 

Account Demonstration Act of 1994 fi 
• 

SEC. 732. DECLARATION OF POLICY'AND STATEMENT OF PURPOSE. 

(a) Declaration of Policy.--It is the policy of the United 

States-

(I) to eliminate barriers that prevent rec~pients of 

Aid to Families with Dependent Children (AFDC) from becoming 
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self-sufficient through self-employment and asset accumula

tion; 

(2) to identify and implement cost-effective 

strategies to encourage saving and entrepreneurship among 

the broadest possible range of low-income families i 

particularly families eligible for AFDC, and that have the 

potential to reduce Federal spending on transfers and 

services to the disadvantaged; 

(3} to enhance private-sector opportunities for low

income families by enabling them to use their own human and 

financial resources through expansion of business invest

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

vestment; and 

(4) to expand the capacity of local organizations' to 

provide asset-related services that help people to help 

themselves such as savings mechanisms I loan funds, technical 

assistance, and entrepreneurial training. 

(b) Statement of Purpose.--The purpose of the demonstration 

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

determining-

(1) the social, psychological, and economic effects of 

providing low-income individuals the opportunity to accumu

late assets and develop and utilize entrepreneurial skills; 

and 
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(2) the extent to which an asset-based assistance 

policy may be used to enable individuals with low-income to 

achieve economio self-sufficiency. 

SEC. 733. INDIVIDUAL DEVELOPMENT ACCOUNT DEMONSTRATION PROJECTS. 

(a) In General.--Not later than one year after the date of 

enactment of this Act, any State or local government, or any 

qualified organization may apply to the Administrator/Chairperson 

of the Cocmunity Development Bank and Financial Institutions Fund 

(hereinafter the Administrator/Chairperson) for a grant to 

conduct individual development account demonstration projects for 

eliyible persons. 

(b) Contents.--Each applioation shall-

(1) describe the demonstration project; 

(2) describe the persons who will participate in the 

project; 

(3) demonstrate the ability of the applicant-

(A) to assist project participants in achieving 

economic self-sufficiency through the project; and 

(B} to assist project participants in developing 

greater knowledge about savings, investments, and other 

financial mattersj 

(Ci) to oversee the usa of grant funds, including 

the documentation and verification of start-up expenses 

in the case of entrepreneurial assistance; and 
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(D) to effectively administer the project; 

(4) in the case of a qualified organization, document 

a commitment by the State in which the project is to be con

ducted to provide a specified amount of funds to the quali 

fied organization for the project, and any similar commit

ment made to the qualified organization by any other non

Federal public entity or by any private entity; 

(5) contain a plan for maintainin9 data and other 

information concerning assistance provided to project par

ticipants sufficient to evaluate the project and a certifi 

cation that the applicant will fully cooperate and provide 

access to all information concerninq the project in connec-' 

tion with any evaluation of the project conducted pursuant 

to subsection (1); and 

(6) contain such other information as the Administra

tor/Chair may prescriba. 

(c) Criteria.--In considering whether to approve an 

application, tbe Administrator/chairperson shall assess the 

following' 

(1) The de9ree to which the project described in the 

application is likely to aid project participants in achiev

ing economic self-sufficiency through activities requiring 

qualified expenses. In making such assessment, the Adminis

trator/Chairperson shall consider the overall quality of 
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project activities and shall not consider any particular 

kind or combination of such qualified expenses to be an 

essential feature of any project. 

(2) The ability of the applicant to responsibly admin

ister the project. 

(3) The amount of funds from non-Federal sources that 

are committed to the project. 

(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

tion projects under this section as the Administra

tor/Chairperson deems appropriate on the basis of the crite

ria described in subsection (e). 

{2} No court shall have jurisdiction to review the 

approval or nonapproval of any application by the Adminis

trator/Chairperson. 

(e) Demonstration Authority; Annual Grants.- 

(1) Demonstration Autho~ity.--The approval by the 

Administrator of an application shall authorize ~he appli 

cant (hereinafter the grantee) to conduct the project for 

five project years in accordance with the approved applica

tion and the requirements of this section. 
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(2) Annual GrantS.--The Administrator/Chairperson 

shall make a grant to each grantee on the first day of each 

project year. 

(f) Reserve Fund.-

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

reserv'e fund that shall be used in accordance with this 

subsection. 

(2) Deposits.- 

(A) 'As soon after receipt as i. practicable. a 

grantee shall deposit into the reserve fund-

(i) all annual grants made by the Admin

istrator/Chairperson; 

(ii) all funds provided to the grantee by 

any non-Federal public or private entity to 

conduct the demonstration project; 

(iii) all proceeds from any investments made 

pursuant to paragraph (4);' and 

(lv)' all amounts title to which vests 1n the 

grantee pursuant to subsection (h)(S). 

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

reserve fund only-

(A) to assist project participants in obtaining 

the skills and information necessary to achieve eco
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nomic self-sufficiency through activities requiring the 

payment of qualified expenses; 

(B) to provide financial assistance in accordance 

with subsection (h) to project participants; 

(e) to administer the project; and 

(D) to maintain and provide information necessary 

for the evaluation of the project pursuant to subsec

tien (1). . 
(4) Accounting Standards.--The Administra

tor/Chairperson shall prescribe regulations governing the 

accounting of amounts deposited in and withdrawn from re

serve funds. 

(5) Termination of Project.--Notwithstanding paragraph 

(3), upon the termination of any demonstration project 

approved under this section, remaining amounts in the re

serve fund established with respect to such projec't and 

remaining investments made from amounts in the reserve fund 

shall be distributed to the Administrator/Chairperson and 

each non-Federal public or private entity that contributed 

to the project in proportion to their contributions. 

(g) Selection of Eligible Persons to Receive Assistance.-

A grantee shall provide individual development account assistance 

to eligible persons whom the grantee deems to be best situated to 

benefit from such assistance, taking into account the amount of 
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grants made by the Administrator/Chairperson and other funds 

available to the grantee for such assistance. 

(h) financial Assistance for Individual Development Ac

counts.- 

(1) In General.-- A grantee shall provide initial 

financial assistance to a project participant who establish

es an individual development account, not to exceed $500 per 

participant. Such financial assistance shall be deposited 

in the individual development account established by a 

project participant. 

(2) Matching Contributions.--The Administra

tor/Chairperson or a grantee may make matching contributions 

of not less than 50 cents and not more than $4 for every $1 

dollar deposited into an individual development account by a 

project participant,' not to exceed $2,500 for any project 

participant. 

(3) Limitation on U.e.- 

(A) Financial assistance provided pursuant to 

paragraph (1) shall not be available for use by a pro

ject participant until- 

(i) the individual development account is 

closed; and 

{iil a project participant has deposited 

into the individual development account an amount 
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equal to the initial financial assistance provided 

pursuant to paragraph (l). 

(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 Lsw.--The provisions of 

section 529 of the Internal Revenue Code of 1986 (26 U.S.C. 

529) and such rules! regulations and procedures as may be 

prescribed by the secretary of the Treasury under such Code 
. 

shall apply to an individual development account for which 

financial assistance is provided pursuant to this subsec

tion. 

(5) Effect of Prohibited Transactions.--In the event 

that an individual development account ceases to be an 

individual development account under the provisions of 

section 529(e)(2) of the Internal Revenue Code of 1986 (26 

U.S.C. 529(0)(2». or any portion of an individual 

development account is treated as distributed under the 

provisions of section 529(e){3} of the Internal Revenue Code 

of 1986 (26 U.S.C. 529(0)(3», title to all amounts in auen 

an account r or such portion of an account, attributable to 

financial assistance provided pursuant to paragraph (1) or 

(2) shall vest in the grantee providing financial assistance 
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pursuant to paragraph (1) and such amounts shall be paid to 

such grantee. 

(i) Local Control Over Oemonstration.-

(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 Administrator/Chairperson may prescribe such 

regulations as may be necessary to ensure that grantees 

comply with the terms of approved applications and the 

requirements of this section. 

(j) Annual Reports.-

(1) In General.-- Each grantee shall annually report 

to the Administrator/Chairperson concerning the progress of 

each approved demonstration project administered by such 

grantee. The report shall,. at a minimum-

(A) describe project participants; 

(B) contain an audited financial statement for 

the reserve fund established with respect to the 

project; 

(e) provide information on amounts deposited in 

individual development accounts of project participants 

to whom such assistance is provided under the project; 

and 
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(0) sucb other information as the Administra

tor/Chairperson may require with respect to the evalua

tion of the project pursuant to subsection (1). 

(2) Submission.--Reports required by paragraph (1) 

shall be submitted annually not later than the anniversary 

of the date the Administrator/Chairperson approved the 

application for the demonstration project. 

(3) Coordination with State Government.--A grantee 

shall transmit '4 copy of each report required by paragraph 

(1) to the Treasurer (or equivalent 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 accordance with the 

approved application and the requirements of this section, 

and has failed to undertake corrective action satisfactory 

to the Administrator/Chairperson, the Administra

tor/Chairperson may revoke the approval to conduct the 

project. A determination by the Administrator!Chairperson 

to revoke the approval for a demonstration project shall not 

be subject to review py any court. 

(2) Actions Required Upon Revocation.-
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(A) If the Administrator/Chairperson revokes 

approval to conduct a demonstration project pursuant to 

paragraph (1), the Administrator/Chairperson-

(1) shall suspend the project; 

(i1) shall take control of the reserve fund 

established pursuant to subsection (f) with re

spect to such project; and 

(iii) shall solicit applications from enti 

ties·described 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 require

ments of this section. 

(8) If the Administrator/Chairperson approves an 

application to conduct the suspended project, the 

Administrator/Chairperson shall transfer to the new 

9rantee control of the reserve fund established 

pursuant to subsection (£) for the project. and such 

grantee shall be considered to be the ori9inal 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 purposes of the annual reports required by 

subsection (j). 
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(C) It the Administrator/Chairperson has not 

approve~ an application to eonduct a project by the 

date that is one year after approval to conduct the 

project was revoked, the Administrator/Chairperson 

shall-

(i) terminate the project; and 

(ii) distribute remaining amounts in the 

reserve fund for such project and investments made 

from amounts in the reserve fund in accordance 

with the provisions of subsection (f)(6). 

(1) Project Evaluations.-

(1) In General.-- Not later than six months after the 

date of enactment of this Act, the Administra

tor/Chairperson. in consultation 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 pursuant 

to this section and the effectiveness of assistance provided 

to eligible persons pursuant to this section. 

(2) Evaluations.-- In entering into the contract 

provided for in paragraph (1), the Administrator/Chairperson 

should consider providing for evaluation o£-
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(A) the types of information and public education 

efforts that attract project participants: 

(B) the accessibility of the demonstration 

project by participants and the eaSe of participation; 

(C) the level of financial assistance required to 

stimulate participation in the demonstration project. 

and whether such level varies among different demo

graphic populations; 

(D) whether project features utilized in conjunc

tion with individual development accounts (such as peer 

supportJ structured planning exercises~ mentoring l and 

case management) contribute 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 income. exit , 

rates, poverty rates, and recidivism rates, particular

1y 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 stamp 

benefits, Federal child care assistance, Federal hous

ing assistance t JOBS, and other benefits, taking into 
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account. costs incurred by the Federal Government in 

support of demonstration projects; 

(G) the level of asset accumulation by project 

participants as measured by savings rates, net worth. 

business start-upSt human capital investments, new 

homes, number of loans to low-income and AFDC eligible 

families, and whether asset accumulation continued 

after a subsidy or other assistance; 

(8) the economic. psychological. and social ef

fects of asset accumulation; and 

(I) the circumstances concerning and the extent 

to which asset accumulation by project participants 

contributes to-

(i) a qreater sense of security and control 

and positive outlook; 

(ii) greater household stability; 

(iii) increased long-term planning; 

(iv) increased efforts to maintain and 

develop assets; 

(V) greater knowledge about savings. invest

ments, and other financial matters; 

(vi) increased effort and success in educa

tional achievement within the household; 
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(vii) increased specialization in career 

development; 

(viii) improved social status; 

(ix) increased political participation; 

(x) increased community involvement; 

(xi) increased earned income; 

(xii) decreased reliance on traditional 

forms of public assistance, with particular empha

sis on food stamp benefits and AFDC; and 

(xiii) increased tendency to save during and 

after the period of project participation. 

(3) Methodological Requirement.-- In evaluating any 

demonstration project conducted under this section, the 

evaluator should obtain such quantitative data before~ 

during, and after the project# as is necessary to evaluate 

the project and include randomly assigned control groups. 

(m) Oefinitions.-- As used in this section; 

(1) Household.-- The term "household" means all 

individuals who share use of a dwelling unit as primary 

quarters for living and eating separately from other indi

viduals in the living quarters. 

(2) Net Worth.-

(A) In General.-- Except as provided in subpara

graph (B), the term "net worth" means, with respect to 
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a household/ the aggregate fair market value of all 

assets that are owned in whole or in part by any member 

of the household, less the obligations or debts of any 

member of the household. 

(E) Assets Excluded.-- Net worth shall be deter

mined without taking into account the fair market value 

and the obligations or debts of-

(i) the primary dwelling unit of the house

hold; 

(ii) the motor vehicle having the greatest 

equity value; and 

(iii) items essential for daily living, such 

as clothes, furniture, and similar items of limit

ed value. 

(3) Individual Development Account.-- The term 

"individual development account" shall have the same meaning 

given such term in section 529 of the Internal Revenue Code 

of 1986 (26 U.S.C. 529). 

(4) Project Year.-- The term "project year fi means with 

respect to a demonstration project, any of the six consecu

tive 12-month periods beginning on the date the project is 

approved by the Administrator. 

(5) Qualified Orgsnization.-- The term "qualified 

organization· means a community development financial 
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institution as defined in section ___ of the Community 

Development Banking and Financial Institutions Act of 1994. 

(6) Eligible Person Defined.-- The term "eligible per

son- means any person who is a member of a household that 

meets all of the following requirements: 

(A) EITC Test.-- The household has at least one 

individual who is an eligible individual within the 

meaning of section 32(c){1) of the Internal Revenue 

Code of 1986 for purposes of the earned income tax 

credit. 

(B) Income Test.-- The household did not have 

adjusted gross income (as determined pursuant to the 

Internal Revenue Code of 1·986) in the immediately 

preceding calendar year in excess of $18~OOO, 

(C) Net Worth Test.-- The net worth of the house

hold, as of the close of the immediately preceding 

calendar year, did not exceed $20,000. 

(7) Qualified Expenses.-- The term "qualified 

expenses" shall have the same meaning as provided in section 

S29(c){l) of the Internal Revenue Code of 1986 (26 U.S.C. 

S29(c)(1» . 

(n) Authorization of Appropriations.-- To carry out the 

purposes of this section there are authorized to be appropriated 

to the Administrator/Chairperson-
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(1) $10,000,000 for fiscal year 1997, 

(2) $20,000,000 for each of fiscal years 1998, 

1999, 2000, and 2001, and 

(3) $10,000,000 for fiscal year 2002. 

SEC. 734. INDIVIDUAL DEVELOPMENT ACCOUNTS. 

(a) In General.-- Subchapter F of chapter 1 of the Internal 

Revenue Code of 1986 (relating to additional itemized deductions 

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

new part~ 

"PART VIII--INPIVIDUAL DEVELOPMENT ACCOUNTS 

"SEC. 529. INDIVIDUAL DEVELOPMENT ACCOUNTS. 

"(a) Establishment of Accounts.-

M(l} In General.-- An individual development account 

may be established by or on behalf of an eligible individual 

for the purpose of accumulating funds to pay the qualified 

expenses of such individual. 

"( 2) Eligible Individual.-- The term 'eligible indivi

dual' means an individual-

"(A) for whom a••istance is provided under 

section 733(h) of the Individual Development Account 

Demonstration Acti 

"(B) receiving assistance under 42 U.S.C. 601 at 

seq,j or 
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"(e) receiving assistance under 7 U.S.C. 2011 et 

seq. 

*(b) Lirnitations.-

M(l} Account to Benefit One Individual.-- An indi

vidual development account may not be established for the 

benefit of more than one individual. 

"(2) Multiple AccQunts.-- If, at any time during a 

calendar year, two or more individual development accounts 

are maintained for the benefit of an eligible individual, 

such individual shall be treated as an eligible individual 

for such year only with respect to the account first estab

lished. 

W(3) Who May Contribute.-- Contributions to an 

individual development account, other than contributions 

made pursuant to section 733(h) of the Individual 

Development Account Demonstration Act, may be made only by 

an eligible individual and 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 eligible individual. 

"(4) Annual Limit.-- Contributions to an individual 

development account by or on behalf of an eligible 

individual for any taxable year shall not exceed the lesser 

of Sl,OOO or 100% of the earned income, within the meaning 
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of section 32(c)(2), of the eligible individual making such 

contribution. No contribution to the account under section 

733(h) of the Individual Development 'Account Demonstration 

Act shall be taken into account for the purposes of this 

limitation. No contribution may be made to an individual 

development account by or on behalf of any individual after 

such individual has ceased to be an eligible individual. 

"(5) Limit on Total eontributions.-- Total 

contributions to an individual development account for all 

years may not exceed $10,000. 

-(c) Definitions and Special Rules.-- For the purposes of 

this section-

"(1) Qualified Expenses.-- In the case of an eligible 

individual described in subsection (a)(2)(A), the term 

'qualified expenses' means one or more of the expenses 

described in subparagraphs (A), (B), (e), 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 'qualified expenses· 

means one or more of the expenses described in subparagraph 

(A), (B), Ie), Dr (D). 

~(A) Post-Secondary Education Expenses.-- Post

secondary educational expenses paid from an individual 
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development account directly to an eligible educational 

institution. For the purposes of this subparagraph-

a(i) the term Ipost-secondary educational 

expenses' means-

-(I) tuition and fees required for the 

enrollIDent or attendance of a student at an 

eligible educational institution; 

"(II) fees, books, supplies, and equip

ment required for courses of instruction at 

an eligible educational institution; and 

~(III) a reasonable allowance for 

meals, lodging, transportation. and child 

care, while attending an eligible educational 

institution; and 

"(iiI the term 'eligible educational 

institution' means-

V(1) an institution described in 

section 4B1(a)(1) or 1201(a) of the Higher 

Education Act of 1965 (20 U.S.C. 10BB(alll) 

or 1141(a)1 as such sections are in effect 

on the date of the enactment of this section; 

and 

~(II) an area vocational education 

school (as defined in subparagraph (e) or (0) 
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of section 521(4) of the Carl D. Perkins Vo

cational and Applied Technology Education Act 

Amendments of 1990 (20 U.S.C. 2471 (4») in 

any State (as defined in section 521(33) of 

such Act), as such section is in effect on 

the date of the enactment of this section. 

"(E) First-Home Purchase.-- Qualified acquisition 

costs with respect to a qualified prinCipal residence 

for a qualified first-time homebuyer, if paid from an 

individual development account directly to the persons 

to whom the amounts are due. For purposes of this suh

para9raph-

"(i) the term 'qualified acquisition costs' 

means the costs of acquiring 1 constructing, or 

reconstructing a residence, and includes any usual 

or reasonable settlement t financing, or other 

clos1ng costs; 

"Iii) the term 'qualified principal resi

dence' means a principal residence (within the 

meaning of section 1034), the qualified acquisi

tion costs of which do not exceed 80 percent of 

the average area purchase price applicable to such 

residence (determined in accordance with para

9raphs (2) and (3) of section 143(e»); 
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"(iii) the term 'qualified first-time home

buyer' means a taxpayer (and~ if married, the tax

payerls spousal who has no present ownership in

terest in a principal residence during the three

year period ending on the date on which a binding 

contract was entered into to acquire. construct. 

or reconstruct the principal residence to which 

this subparagraph applies. 

O(e) . Business Capitalization.-- Amounts paid from 

an individual development account directly into a 

business capitalization account which is established in 

a federally insured financial institution and is re

stricted to use solely for qualified business capi

talization expenses. For purposes of this subpara

qraph-

"(i) the term 'qualified business capitalization 

expenses' means qualified expenditures for the capital

ization of a qualified business pursuant to a qualified 

plan; 

" (ii) the term ' qualified expenditures' means 

expenditures included in a qualified plan, including 

capital, plant, equipment. working capital, and inven

tory expenses; 
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»(iii) the term 'qualified business' means any 

business that does not contravene any law or publio 

policy (as determined by the Administrator of the 

Community Development Bank and Financial Institutions 

Fund); 

ti(iv) the term 'qualified plan' means a business 

plan 

"(I) that is approved by a financial 

institution, or any other institution 'designated 

as a community development financial institution, 

having demonstrated fid~ciary integrity; 

"(II) that includes a description of 

services or goods to be sold. a marketing plan, 

and projected financial statements; and 

"(III) that may require the eligible indi

vidual to optain assistance of an experienced 

entrepreneurial advisor. 

"(D) Transfers to IDAs of Family Members.- 

Amounts in an individual development account may be 

paid or transferred directly into another such account 

established for the benefit of an eligible individual 

who is--

Uti) the t~xpayer's spouse; 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. 

"(2) Individual Development Account.-- The term 

'individual development account' means a trust created or 

organized in the United States exclusively for the purpose 

of paying the qualified expenses of an individ~al who was an 

eligible individual at the time when contributions were made 
, 

to such trust, but only if the written instrument creating 

the trust meets the following requirements: 

"(A) No contribution will be accepted unless it 

is in cash or check. 

"(B) The trustee is a financial institution 1n

sured by an instrumentality of the Federal Government. 

"(e) The assets of the account will be invested 

only in federally insured deposits and/or stock of a 

regulated investment company within the meaning of 

section 851(a}, in accordance with the direction of the 

eligible individual . 

. "( D) The assets of the trust will not be conunin

gled with other property except in a common trust fund 

or common investment fund. 

"(E) Except as provided in subparagraph (F), any 

amount in the account which is attributable to assis
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tancs provided under section 733(h) of the Individual 

Development Account Demonstration Act may be paid or 

distributed out of the account only for the purpose of 

paying the. qualified expenses of the eligible individu

al. 

"(F)(i) Any balance in the account on the day 

after the date on which the individual for whose bene

fit the trust is established dies will be transferred 

within 60 days of such date as directed by such indi

vidual to another individual development account estab

lished for the benefit of an individual who is a family 

member described in subsection (c)(1)(0) and who is an 

eligible individual, or who was an eligible individual 

on the day immediately preceding the date on which the 

individual for whose benefit the trust is established 

dies. 

~(ii) In any case where clause (i) does not 

apply, the portion of the account attributable to con

tributions other than those provided under section 

733(h) of the Individual Development Account 

Demonstration Act shall be paid out within five years 

of the date of death to the beneficiaries of the 

individual for whose benefit the account was estab

lished, and the balance shall vest in the 9rantee 
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providin9 assistance under section 733(h) of the 

Individual Development Account Demonstration Act and 

shall be paid to such grantee within 60 days of the day 

after the date of death. 

"(3) Time When Contributions Deemed Maoe.-- A taxpayer 

shall be deemed 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 

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

for filing the return for such taxable year (not including 

extensions thereof). 

"(d) Tax Treatment of Distributions.-

"(1) In General.-- Except as otherwise provided in 

this subsection, any amount paid or distributed out of an 

individual development account shall be included in gross 

income of the payee or distributee for the taxable year in 

the manner provided in section 72. 

-(2) Treatment-of Assistance Contributions.-

"(A) Distributions Used to Pay Qualified Expens

es.-- If a distribution or payment from an individual 

development account is used exclusively to pay the 

qualified expenses incurred by the individual for whose 

benefit the account is established, then, for purposes 

of section 72, assistance contributions made to such 
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individual development account under section 733(h) of 

the Individual Development Account Demonstration Act 

shall be treated in the same manner as contributions 

made by the individual . 
. 

"(B) ·Distributions Not Used to Pay Qualified 

Expenses.-- If a distribution or payment from an indi

vidua~ development account is not used exclusively to 

pay the qualified expenses incurred by the individual 

for whose benefit the account is established, then, for 

purposes of section 72, assistance contributions mada 

to such individual development account under section 

733(h) of the Individual Development Account Demonstra

tion Act shall be treated in the same manner as earn

lngs on the account. 

"{e} Tax Treatment of Accounts.-

"(1) Exemption From Tax.-- An individual development 

accoun~ is exempt from taxation under this subtitle unless 

such account has ceased to be an individual development ac

count by reason of paragraph (2), Notwithstanding the 

preceding sentence t any such account is subject to the taxes 

imposed by section 511 (relating to imposition of tax On 

unrelated business income of charitable, etc. orqaniza

tions). 
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M(2) Loss of Exemption of Account Where Individual 

Engages in Prohibited Trans.ction.-

.. (A) In ·General.-- If the individual for whose 

benefit an individual development account is estab
. 

lished or any individual who contributes to such ac

count engages in any transaction prOhibited by section 

4975 with respect to the account t the account shall 

cease to be an individual development account as of the 

first day of the taxable year (of the individual so 

engaging in'such transaction) during which such trans

action occurs. 

-(8) Account Treated as Distributing All its 

Assets.-- In any case in which any account ceases to be 

an individual development account by reason of subpara

graph (A) as of the first day of any taxable year-

II (i) all assets in the account on such first 

day that are attributable to assistance provided 
, 

under section 733(h)(1) and (2) of the Individual 

Development Account Demonstration Act shall be 

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

and 

"Iii) the provisions of subsection (d)(l) 

shall apply as 1f there was a distribution on such 

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

first day. 

"(3) Effect of Pledging Account 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 Account, uses the account or 

any portion thereof as security for a 10an-

.. (A) an amount equal to the part of the portion 

so used which is attributable to assistance provided 

under section 733(h)(1) and (2) of the Individual 

A~count Demonstration Act shall be paid as provided in 

section 733(h)(5) of such Act; and 

K{S) the remaining part of,the portion so used 

shall be treated as distributed under the provisions of 

subsection (d)(l) to the individual so using such 

portion. 

*(f) 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 qualified expenses incurred by the eligi

ble individual for whose benefit the account is established, 

the tax liability of each payee or distributee under this 

chapter for the taxable year in which the payment or distri
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bution is received shall be increased by an amount equal to 

10 percent of the amount of the distribution that is includ

ed in the gross income of such payee or distributee for such 

taxable year. 

'(2) Disqualification Cases.-- If any amount includible 

in the gross income of an individual for a taxable year 
.

because sllch amount is required to be treated as a distribu~ 

tion under paragraph (2) or (3) of subsection (e), the tax 

liability of such individual under this chapter for such 

taxable year shall be 'increased by an amount equal to 10 

percent of such amount required to be treated as a distribu

tion and included in .the gross income of such individual. 

'(3) Disability or Death Cases.-- Paragraphs (1) and 

(2) shall not apply if the payment or distribution is made 

after the individual for whose benefit the individual 

development account becomes disabled within the meaning of 

section 72(m)(7) or dies. 

"(9) Community Property Laws.-- This section shall be 

applied without regard to any community property laws. 

M(h) Custodial Accounts.-- For purposes of this section, a 

custodial account 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 I to the satisfaction of the 

Administrator of the Community Development Bank and Financial 
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Institutions Fund. that the manner in which he will administer 

the account will be consistent with the requirements of this 

section t and if the custodial account would, except for the fact 

that it is not a trust, constitute an individual development 

account described in subsection (cl{2l. For purposes of this 

title, in the case of a custodial account treated as a trust by 

reason of the preceding sentence. the custodian of such account 

shall be treated as the trustee thereof. 

"(i) Repcrts.-~ 

"el) The trustee of an individual development account 

established by or on behalf of an eligible individual 

described in sUbsection (al{2l(A) shall- 

"(A) prepare reports regarding the account with 

respect to contributions. distributions, and any other 

matter required by the Administrator of the Community 

Development Bank and Financial Institutions Fund under 

regulations; and 

*(8) submit such reports, at the time and in the 

manner prescribed by the Administrator of the Community 

Development Bank and Financial Institutions Fund in 

regulations, to-

"(i) the individual for whose benefit the 

account is maintained; 
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"(ii) the organization providing assistance 

to the individual under section 733(h) of the 

Individual Development Account Demonstration Act; 

and 

"(iii) the Administrator of the community 

Development Bank and Financial Institutions Fund. 

M(2) The trustee of any individual development account 

shall make such reports regarding such account to the Secretary 

and to the individual for whom the account is, or is to be, 

maintained with respect to contributions (and the years to which 

they relate). distributions. and such other matters as the 

Secretary may require under forms or regulations. The reports 

required by this subsection-

~(A) shall be filed at such time and in such manner as 

the Secretary prescribes in such forms or regulations andI 

"(B) shall be furnished to individuals-

"(i) not later than January 31 of the calendar 

year following.the calendar year to which such reports 

relate. and 

W(ii) in such manner as the secretary prescribes 

in such forms or regulations.", 

(b) Contribution Not Subject to the Gift Tax.-- Section 

2503 of the Internal Revenue Code of 1986 (26 U.S.C. 2503) 
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(relating to taxable gifts) is amended by adding at the end 

thereof the following new subsection: 

"(h) Individual Development Aooounts.-- Any 

contribution made by an individual to an individual 

development acoount desoribed in section 529(c)(2) shall not 

be treated as a transfer of property by gift for purposes of 

this chapter.~. 

(c) Tax on Prohibited Transactions.-- Section 4975 of the 

Internal Revenue Code of 1986 (26 U.S.C. 4975) (relating to 

prohibited transactions) is, amended-

(1) by adding at the end of subsection (c) the follow

ing new paragraph; 

"(4) Special Rule for Individual Development Ac

CQunts.--An individual for whose benefit an individual 

development account is established and any contributor 

to such account shall be exempt from tax imposed by 

this section with respect to any transaction concerning 

such account (which would otherwise be taxable under 

this section) if, with respect to such transaction, the 

account ceases to be an individual development account 

by reason of saction 529(e)(2)(A) to such account.": 

and 
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(2) in subsection (e}(l)t by inserting ., an 

individual development account described in section 

529(0)(2)' after 'section 40B(a)'. 

(d) Information Reporting.-- Section 6047 of the Internal 

Revenue Code of 1986 (26 U.S.C. 6693) (relating to information 

returns) is amended by adding at the end of subsection (c) the 

following new sentence: ~To the extent provided by forms or 

re~ulations prescribed by the Secretary. the provisions .of this 

section shall apply to any transaction of any trust described in 

section 529.". 

(e) Failure to Provide Reports on Individual Development 

Accounts.-- Section 6693 of the Internal Revenue Code of 1986 (26 

U.S,C. 6693) (relating to failure to provide reports on individu

al retirement accounts or annuities) is amended-

(1) in the heading of such section, by inserting 'OR 

ON INDIVIDUAL DEVELOPI1ENT ACCOUNTS" after "ANNUITIES"; and 

(2) by adding at the end of subsection (a) the follow

ing new sentence: uThe person required by section 529(i) to 

file a report regarding an individual development account at 

the time and in the manner required by such section shall 

pay a penalty of $50 for eaoh failure, unless it is shown 

that such failure is due to reasonable cause.~. 

(f) Special Rule for Determining Amounts of Support for 

Oependent.-- Section 152(b) of the Internal Revenue Code of 1986 
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(26 U.S.C. 152(b)) (relating to definition of dependent) is 

amended by adding at the end the following new paragraph: 

"(6) A distribution from an individual development 

account described in section 529(c)(2) used exclusively to 

pay qualified expenses described in section 529(c)(1) of the 

individual for whose benefit the account is established 

shall not be taken into account in determining support for 

such individual for purposes of this section.~. 

(g) Clerical AIDendments.-

(1) The table of parts for subchapter F of 

chapter 1 of such Code is arnended·py insertin; at the 

end the following new item: 

~Part VIII. Individual Development Accounta.~. 

(2) The table of sections for subchapter B of chapter 

66 of such Code is amended by amending the item relating to 

section 6693 to read as follows: 

failure to provide reports on individual devel

opment accounts or annuities or on individual 

development Accounts.~. 

(h) Effective Oate.-- The amendments made by this section 

shall apply to contributions made after the enactment of the Act. 



376 

PART D -- ADVANCE EITe STATE DEMONSTRATIONS 

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

STATE DEMONSTRATION PROGR&~S. 

(a) In General.-- Section 3507 (relating to the advance 

payment of the earned income tax credit) of the Internal Revenue 

code of 1986 is amended by adding at toe end the following 

subsection (g); 

M(g) State Demonstrations.-

·(1) In General.-- In lieu of receiving earned income 

advance ~ounts from an employer under subsection (a), a 

participating resident shall receive advance earned income 

payments' from a responsible State agency pursuant to a State 

Advance Payment Program that is designated pursuant to 

paragraph (2). 

"(2) Designations.-

~(A) In General.-- From among the States 

SUbmitting proposals satisfying the requirements of 

subsection (9)(3), the Secretary (in consultation with 

the Secretary of Health and Human Services) may 

designate not more than 4 State Advance Payment 

Demonstrations. States selected for the demonstrations 

may have, in the aggregate, no more than 5 percent of 

the total number of household participating in the 

program under the Food Stamp program in the immediately 
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preceding fiscal year, Administrative costs of a State 

in conducting a demonstration under this section may be 

included for matching under section 403(a) of the 

Social Security Act and section 16(a) of the Food Stamp 

Act of 1977. 

"(B) When Designation May Be Made.-- Any 

designation under this paragraph shall be made no later 

than December 31, 1995. 

"(C) Period For Which Designation Is In Effect.- 

"(i) In General.-- DeSignations made under 

this paragraph shall be effective for advance 

earned income payments made after December 31. 

1995, and before January 1, 1999. 


" (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 proposal described in paragraph (3) 

submitted by the State. 

-(II) Automatic Termination of 

Designations.-- Any failure by a State to . 
comply with the reporting requirements 

described in paragraphs (3)(F) and (3)(G) has 
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the effect of immediately terminating the 

designation under this paragraph (2) and 

rendering paragraph (5)(A)(ii) inapplicable 

to subsequent payments. 

"(3) Proposals.-- No State may be designated under 

subsection (g)(2) unless the State'. proposal for such 

designation-

n{A) identifies the responsible State agency, 

H(n) describes how and when the advance earned 

income payments will be made by that agency, including 

a description of any other State or federal benefits 

with which such payments will be coordinated. 

"(e) 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) describes how State residents who will be 

,eligible to receive advance earned income payments will 

be selected T notified of the opportunity to receive 

advance earned income payments from the responsible 

State agency. and given the opportunity to elect to 

part!cipate in the program, 

.. (E) describ". how the State will verify, in 

addition to receiving the certifications and statement 
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described in paragraph (7) (D) (iv), the eligibility of 

participating residents for 'the earned tax credit, 

"(F) conunits the State to furnishing to each 

participating resident and to the Secretary by January 

31 of each year a written statement showing-

N(i) the name and taxpayer identification 

number of the,participating resident, and 

"(ii) the total amount of advance earned 

income payments made to the participating resident 

during the prior calendar year, 

M(G) commits the State to furnishing to the 

Secretary by December 1 of each year a written 

statement showing the name and taxpayer identification 

number of each participating resident. 

~(H) commits the State to treat the advanced 

earned inco~e payments as described in subsection 

(g)(5) and any repayments of excessive advance earned 

income payme~ts a~ described in sUbsection (g)(6). 
, 

"(I) commits the State to assess the development 

and implementation of its State Advance Payment 

Program, including an agreement to share its findings 

and lessons with other interested States in a manner to 

be described by the Secretary. 'and 
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"(J) is submitted to the secretary on or before 

June 30, 1995. 

·'(4) Amount' and Timing of Advance Earned Income 

payments.- 

"(A) Amount.- 

"(i) In General.-- The ~ethod for 

determining the amount of advance earned 'income 

pa~ents made to each participating resident is to 

conform to the full extent possible with the 

provisions of subsection (c). 

"(iiI Special Rule.-- A State may, at its 

election, apply the rules of SUbsection (c)(2)(B) 

by substitutinq 'between 60' percent and 75 percent 

of the credit percentage in effect under section 

32(b)(1) for an individual with the corresponding 

nucber of qualifying children' for '60 percent of 

the credit percentage in effect under section 

32(b)(1) for sU,ch an eligible individual with 1 

qualifying child l in clause (i) and 'the same 

percentage (as applied in clause {i})t for '60 

percent I in clause (ii).' 

"(B) Timing.-- The frequency of advance earned 
, 

.inco~e payments may 'be m~de on the basis of the ,payroll 

periods of participating residents, on a single State
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wide schedule, or on any other reasonable basis 

prescribed by the State in its proposal; however, in no 

event may advanced earned income payments be made to 

any participating resident less frequently than on a 

calendar-quarter basis. 

"(5) Payments To Be Treated As Payments of Withholding 

and FICA Taxes.-

"(A) In General.-- For purposes of this title, 

advanced earned income payments during any calendar 

quarter-

"(1) shall neither be treated as a payment 

of compensation nor be included in gross income. 

and 

"(ii) shall be treated as made out of-

"( I) amounts required to be deducted by 

the State and withheld for the calendar 

quarter by the State under section 3401 

(relating to wage withholding), and 

"(II) amounts required to be deducted 

for the calendar quarter under section 3102 

(relating to FICA employee taxes), and 

N(III} amounts of the taxes imposed on 

the State for the calendar quarter under 
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section 3111 (relating to FICA employer 

taxes), 

as if the State had paid to the secretary, on the day 

on which payments are made to partieipatin9 residents, 

an amount equal to such payments. 

"{S} Advance Payments Exceed Taxas Oue.-- If for 

any calendar quarter the a9sregate amount of advance 

earned income payments made by the responsible State 

agency under a State Advance Payment program exceeds 

the sum of the amounts referred to in subparagraph 

(A){ii) (without regard to paragraph (6)(A», each such 

advance earned income payment shall be reduced by an 

amount which bears the same ratio to such excess as 

such advance earned income payment bears to the 

aggregate amount of all such advance earned income 

payments. 

~(6) State Repayment of Excessive Advance Earned 

Income Payments.-

~(A) In General.-- Notwithstanding any other 

provision of law, in the case of an excessive advance 

earned income pay~ent a State shall be treated as 

having deducted and withheld under section 3401 

(relating to waqe withholding), and therefore is 
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required to pay to the United States, the repayment 

amount during the repayment calendar quarter. 

"(B) Excessive Advance Earned Income payment.- 

For purposes of this section. an excessive advance 

income payment is that portion of any advance earned 

income payment that, when combined with other advance 

earned income payments previously made to the same 

participating resident during the same calendar year, 

exceeds the amount of earned income tax credit to which 

that participating resident is entitled under section 

32 for that year. 

"(e) Repayment Amount. The repayment amount is 

equal to 50 percent of the e~cess of-

,~ It{i} excessive advance earned income 


payments made by a State during a particular 


calendar year. over 


"Iii) the sum of-

" II (I) 4 percent of all advance earned 

income payments made by the State during that 

calendar year. and 

"(11) the excessive advance earned 

income payments made by the State during that 

calendar year that have been collected from 

participating residents by the Secretary. 
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"(D) Repayment Calendar Quarter.-- Tn. repayment 

calendar quarter is the second calendar quarter of the 

third calendar year after the calendar year in which an 

excessive earned income payment is made. 

M(7) DefinitiQns.-- For purposes of this section-

B(A} State Advance Payment Proqram.-- The term 

'State Advance payment Program' means the program 

described 1n a proposal submitted for designation under 

paragrap~ (1) and designated by the Secretary under 

paragraph (2). 

"(B) Responsible State Agency.-- The term 

~responsible State agency' means the single State 

agency that will be making the advance earned income 

payments to residents of the State who elect to 

participate in a State Advance payment Program. 

M{C) Advance Earned Income Payments.-- The term 

'advance earned income payments' means an amount paid 

by a responsible State agency to residents of the State 

pursuant to a State Advance Payment Program. 

"(DJ Participating Resident. -- orne term 

'participating resident' means an individual who-

"(i) is a resident of a State tnat has in 

effect a designated State Advance Payment Program. 



385 


"(ii) roakes 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 

certifications and statement set forth in 

subsections (b)(l). (b)(2), (bl(3), and 

(b)(4)(except that for purposes of this clause 

(iv), the term 'any employer' shall be substituted 

for 'another eroployer' in subsection (b)(3», 

along with any other information required by the 

State.". 

(b) Technical Assistance.-- The Secretaries of Treasury and 

Health and Human Services shall jointly ensure that technical 

assistance is provided to State Advance Payment Programs and that 

these programs are rigorously evaluated. 

(0) Annual Reports __-,- The Secretary shall issue annual 

reports detailing the extent to which-

(1) residents participate in the State Advance Payment 

Programs. 

(2) participating residents file federal and State tax 

returns I 
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(3) participating residents report accurately the 

amount of the advance earned income payments made to them by 

the responsible State agency during the year, and 

(4) recipients of excessive advance earned income 

payments repaid those 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 amount of excessive advance earned income 

payments. 

(d) Authorization of Appropriations.-- For purposes of 

providing technical assistance described in subsection (b), 

preparing the reports described in subsection (e), and providing 

grants to States in support of designated State Advance Payment 

Programs, there are authorized to be appropriated in advance to 

the Secretary of the Treasury and the Secretary of Health and 

Human Services a total of $1,400,000 for fiscal years 1996 

through 1999. 

TITLE VIII - SELF EMPLOYMENT/MICROENTERPRISE DEMONSTRATIONS 

SEC. 801. DEMONSTRATION PROGRAM TO PROVIDE SELF-EMPLOYMENT 

OPPORTUNITIES TO WELFARE RECIPIENTS AND LOW-INCOME 

INDIVIDUALS. 

(a) In General.-- The Secretary of Health and Human 

Services (hereinafter in this section referred to as the 
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*Secretary·) and the Administrator of the Small Business 

Administration (hereinafter in this section referred to as the 

"Administrator"), shall, subject to the availability of 

appropriations in advance for this purpose, jointly develop a 

self-employment/microenterprise demonstration proqram for at 

least five years in length that will: build on the experience of 

microenterprise and self-employment programs-previously carried 

out by the Federal Government'and other entities. The program 

shall be designed-

(1) to identify reg'ulatory and other barriers that 

prevent welfare recipients and low-income individuals from 

increasing self-sufficiency through self-employment and 

microenterprise development, and to identify and test 

effective means to eliminate such barriers; 

(2) to develop and evaluate promising program models, 

based upon existing effective practices, which have the 

potential to (A) increase the number of welfare recipients 

and low-income individuals wbo become self-sUfficient or 

increase self-sufficiency through self-employment and 

microenterprise development and {B) reduce Federal spending 

on transfer payments and services to welfare recipients and 

low-income individuals; and 

(3) to demonstrate the potential for expanding the 

capacity of local organizations to provide services, 
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technical assistance and loans which help welfare recipients 

and low-income individuals start or expand self-employment 

or microenterprises. 

(b) Use of Intermediaries.-- To carry out such program, the 

secretary and Administrator shall jointly enter into agreements 

with local intermediaries that-

(1) apply to participate in sucn program, and 

(2) demonstrate that they are capable of implementing the 

provisions of the agreement. 

(c). Program Design.-~ In order to facilitate a randomized 

evaluation, as provided for in subsection (i)(l) below, the 

secretary and Administrator shall identify those predominant and 

effective program mod~ls currently used by existing 

intermediaries to provide self-employment and related services to 

low-income individuals f and shall design the demonstration 

program in order to evaluate at least two distinct types of 

program models with contrasting levels of technical assistance. 

In deSigning the demonstration program, the Secretary and 

Administrator shall consult with appropriate parties, such as-

(1) state and local agencies and private, nonprofit 

organizations with experience in administering self

employment programs that serve low-inco~e individuals; and 
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(2) other persons with recognized expertise in conducting 

randomized evaluations of self-employment programs or other 

related programs, 

(d) Assistance to Intermediaries.- 

(1) In General.-- To carry out the program, the Secretary 

and Administrator may pr?vide the following assistance to 

intermediaries selected to participate in the program-

(A) grants for providing technical assistance to 

eligible individuals, for operating costs and for costs 

associated with participating in the evaluation 

provided for in subsection (i)(1) below; 

(B) loans guarantees; and 

(C) loans. 

(2) Technical Assistance to Intermediaries.--The 

Secretary and Administrator may provide grants to 

intermediaries or third-party technical assistance providers 

for the provision of technical assistance to intermediaries 

selected to participate in this program. 

(3) Termination of Assistance.-- Assistance awarded 

pursuant to this section may fully fund project periods of 

up to five years. The Secretary and Administrator may 

revoke, terminate or reduce assistance to an intermediary if 

the intermediary fails to comply with the terms of any 
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agreement it enters into with the Secretary and 

A~1nistrator, 

(e) selection of Intermediaries.-

(1) In General.-- In determining whether to enter into an 

agreement with an intermediary under this section, the 

Secretary and Administrator shall take into consideration-

(A) the intermediary's record of success.in serving 

low-income individuals; 

(2) the· intermediary's record of success in 

providing technical assistance or loans to low-income 

individuals for the purpose of self-employment; 

(e) the nature, types, and costs of technical 

assistance and/or lending methods the intermediary will 

employ in serving the target popUlation; 

(D) the intermediary's ability to obtain matching 

funds from private sources; and 

(E) such other matters as the Secretary and 

Administrator deem appropriate. 

(2) Additional Prograrns.-- In addition to the 

demonstration program provided for in subsection (C} above~ 

the secretary and Administrator may select up to five 

intermediaries that would employ program models that would 

operate independently of the randomized evaluation provided 

for in subsection (i) (I) below, where such program models 

http:success.in
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demonstrate promising, innovative strategies that could not 

readily be evaluated by a randomized experimental design. 

(f) Eligible Individuals.-- An individual eligible to 

participate in a program conducted under this section is any low

income individual or welfare recipient. The Secretary and 

Administrator shall ensure that an appropriate minimum percentage 

of welfare recipients will participate in each demonstration 

program funded under this section. 

(9) provisions .of Agreements.-- Any agre~ment entered into 

with an intermediary under this section shall provide that-

(1) the intermediary has or will have an agreement with 

the State agency responsible for administering the job. 

opportunities and basic skills training program (as provided 

for under part F of title IV of the Social Security Act) 

(hereinafter in this section referred to as the -JOBS" 

programs) and the Work Program (as provided under part G of 

title IV of such Act) such that JOBS and Work program funds 

will be used to provide support services, including training 

and technical assistance. to welfare recipients who are 

participating in the demonstration programs funded under 

this section; 

(2) the intermediary will implement a program that is 

~pproved by the Secretary and Administrator; 
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(3) the intermediary will cooperate with any independent 

evaluator(s) selected pursuant to subsection (i) below; and 

(4) the intermediary will meet any other obligations 

required by the Secretary and Administrator, including any 

fund matching requirements. 

(h) Program Administration.-

(l) In General.-- The secretary and Administrator shall 

enter into a memorandum of understanding for the joint 

administration of the demonstration programs provided for by 

this section. The aesignation of intermediaries to 

participate in the program shall be completed no later than 

12 months after the date of appropriation of funds for this 

Act. 

(2) Coordination With Other Aqencies.-- The secretary and 

Administrator shall also coordinate and consult with the 

Secretaries of the Department of Agriculture, the ~epartment 

of Housing and Urban Development, and·the Department of 

Labor. on regulatory or other reforms or coordinated efforts 

by such agencies that may further eliminate barriers to 

self-employment and legitimize microenterprise development 

by low-income individuals and welfare recipients. 

(~) EvalUation and Report.- 

(1) In General.-- The Secretary, in consultation with the 

Administrator I shall conduct or provide for an evaluation of 
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the effectiveness of the demonstration program provided for 

in subsection (0) above and shall prepare and submit to the 

President and Congress a preliminary report of the 

evaluation no later than three years following the 

designation of intermediaries and <a final report no later 

than seven years following such designation, together with 

such recommendations, including recommendations for 

legislation, as the Secretary and Administrator deem 

appropriate. Such evaluation shall be based on an 

eXperimental design with random assignment between a 

treatment group and a control group. In designing the 

evaluation. the Secretary shall consider testing for-

(A) greater self-sufficiency as measured by 

employment and self-employment rates, amount of earned 

income, poverty rates, and exit and recidivism rates 

for Aid to Families With Dependent Children 

(hereinafter in this section referred to as ~AFDC~). 

Food Stamps and other public assistance programs; 

(B) reduced costs of public support as measured by 

changes in overall support payments for items such as 

income maintenance. food j child care, health care, 

housing, job training and other benefits; 

(C) number of businesses and jobs created, number of 

loans to welfare recipients and low-income individuals~ 
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repayment rates for loans, and business performance 

after welfare or other public assistance ends; 

(D) the relative effectiveness, cost-to-benefit 

ratio, and degree of financial self-sufficiency of the 

different program models employed by the intermediaries 

participating in the demonstration program; and 

(E) the program's impact ana effectiveness in 

serving participants in a ti~e-limited welfare system, 

as compared to other low-income individuals. 

(2) Evaluation of Additional 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 

subsection (0)(2) above and shall prepare and submit to the 

President and Congress a preliminary report of the 

evaluation no later than three years following the 

designation of intermediaries, and a final report no later 

than five years followin9 such designation. together with 

such recommendations 1 including recommendations for 

legislation, as the Secretary and Administrator deem 

appropriate. 

(3) Preliminary Reports to Congress.-- The preliminary 
• 

reports provided for in paragraphs (1) and (2) of this 

subsection shall include an analysis of any regulatory or 
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other barriers that prevent welfare recipients and low

income individuals from becoming self-sufficient through 

self-employment and ~icroenterprise development. 

(4) Required Information.-- ,The Secretary may require 

each intermediary.selected pursuant to this section to 

provide the Secretary with such information as the Secretary 

determines is necessa~y to oarrying out the duties of this 

subsection. 

(5) Early and Regular Information Sharing with 

Intermediaries.-- The·Secretary, in consultation with the 

Administrator, shall provide early and regular feedback and 

summaries to intermediaries selected to, participate pursuant 

to this section of the progress of the evaluation. the data 

collected during the evaluation i preliminary findings and 

such other information as the Secretary deems appropriate. 

The Secretary shall provide such feedback and summaries at 

least once a year, for the life of the demonstration. 

(j) Authorization of Appropriations.-- To carry out the 

purposes of this section there are authorized to be appropriated 

to the Secretary and Administrator-

(1) $4,000,000 for fiscal year 1997, 

(2) S8,000,000 for each of fiscal years 1998, 

1999, 2000, and 2001, and 

(3) $4,000,000 for fiscal year 2002. 
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(k) Definitions.-- For the purposes of this section-

(1) the term "intermediary H means an organization, 

partnership, or consortium of organizations that acts as a 

lender andlor as a technical assistance provider to 

individuals who wish to start or expand a microenterprise; 

(2) the term "low-income individual" means an 

individual whose income level does not exceed 130 percent of 

the official poverty line as defined by the Office of 

Management and Budget; 

(3) the term "microenterprise" generally means a 

business that has a net' worth of less than $15,000; 

(4) the term "technical assistance" as it relates to 

assisting a welfare recipient or low-income individual to 

become self-employed includes business technical assistance, 

entrepreneurial training, and/or personal development 

services; and 

(5) the term "welfare recipient" means a participant 

in a time-limited welfare program who is eligible for the 

JOBS or Work program or a person who is receiving assistance 

from AFDe. 

TITLE·IX - FINANCING 

SEC. 901. LIMITATION ON FEDERAL PAYMENTS FOR EMERGENCY 

ASSISTANCE. 

Section 403'(a)(5) of the Act is amended to read as follows: 
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"(5)(A) Each State shall be entitled to payment from 

the Secretary in an amount equal to 50 percent of the total 

amounts expended under the State plan in a fiscal year as 

emergency assistance to needy families with children, but 

such payment may not exceed the greater of-

"(i) such State's share of the limitation in 

subparagraph (S) for such fiscal year, or 

"Iii) the amount paid by the Secretary with 

respect to such State's expenditures for emergency 

assistance to needy families with children for fiscal 

year 1991. 

"(S) The limitation referred to in subparagraph (A) is 

$418,000,000 for fiscal year 1995, and for fiscal year 1996 

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

by the ratio of the Consumer Price Index {prepared by the 

Department of Labor) for the third quarter of the preceding 

fiscal year to such Index for the third quarter of fiscal 

year 1994. 

"(C) For purposes of this paragraph, a 'State's share , 

of the limitation in subparagraph (S)' for a fiscal year 

means-

8(1) such Statels share of the EA portion of the 

limitation (as defined in subparagraph (0». plus 
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-(ii) such Stata/s share of the AFOC portion of 

the limitation {as defined in subparagraph (El) for the 

fiscal year involved. 

"(D) For the purposes of this paragraph, the EA 

portion of the limitation is-

"(1) for fiscal year 1995 and each fiscal year 

thereafter, the limitation for such year, multiplied 

by-

"(I) 90 percent, minus 

U(II} 10 percentage points for each year 

after 1995. 

but never less than zero. 

"(E) For purposes of this paragraph, the AFDC portion 

of the limitation is-

"(i) for fiscal year 1995. the limitation for 

such year, multiplied by 10 percent, and 

"(ii) for fiscal year 1996 and each fiscal year 

thereafter, the limitation for such year ~ultiplied by

'(I) 10 percent. plus 

"(II) 10 percentage points for each year 

after 1995. 


but never more than 100. 


*(F) For purposes of this paragraph-
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"(i) a State's share of the EA portion of the 

limitation for a fiscal year is the limitation for such 

year multiplied by the ratio of the estimated 

expenditures in such State for emergency assistance to 

needy families with children for quarters in fiscal 

year 1994 to the sum of such estimated expenditures in 

all the States for quarters in such year t and 

"(il) a State's share of the AFDC portion of the 

limitation, for a fiscal year is the limitation for such 

year mUltiplied by the ratio of the estimated 

expenditures in such State for aid to families with 

dependent children for quarters in the preceding fiscal 

year to the sum of such expenditures in all the States 

for quarters in such preceding fiscal year. 

SEC. 902. UNIFORM ALIEN ELIGIBILITY CRITERIA FOR PUBLIC 

ASSISTANCE PROGRAMS. 

(a) Federal and Federally-Assisted Programs.-

(1) Program eligibility criteria.- 

(A) Aid to Families with Dependent Children.-

Section 402(a)(33) of the Social Security Act is 

amended by striking "(A) a citizen" and all that 

follows and inserting the following: 

-(A) a citizen or national of the United States. 

or 
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~{B} a qualified alien (as defined in section 

1101(a)(10», provided that such alien is not 

disqualified from receiving aid under a State plan 

approved under this part by or pursuant to section 

210(f) or 245A(h) of the Immigration and Nationality 

Act or any other provision of law;", 

(B)·Supplemental Security Income.--Section 

1614(a)(1)(B)(i) of such Act is amended to read as 

follows: 

"(B)(i) is a resident of the United States, and is 

either (I) a citizen or national of the United States, or 

(II) a qualified alien (as defined in section 1101(a)(10», 

or" . 

(e) Medicaid-
, 

(i) Section 1903(v)(1) of such Act is amended 

to read as follows: 

W(v}(l) Notwithstanding the preceding provisions of this 

section, (A) no payment may be made to a State under this section 

for medical assistance furnished to an individual who is 

disqualified from receiving such assistance by or pursuant to 

section 210(f) or 24SA(h) of the Immigration and Nationality Act 

or any other provision of law, and {B) except as provided in 

paragraph (2). no such payment ~ay be made for medical assistance . 
furnished to an individual who is not a (i) citizen or national 
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of the United States, or (li) qualified alien (as defined in 

section 110l(a)(10».". 

(ii) Section 1903(v)(2) of such Act is 

amended hy-

(I) striking "para\lraph (1)· and . 

lnsertin\l ·paragraph (l)(B)"; and 

(II) striking "alien" each place it 

appears and inserting "individual", 

'(iii) Section 1902(a) of such Act is amended 

in the last· sentence by striking "alien" and all 

that follows and inserting "individual who is not 

(A) a citizen or national of the United States, or 

(B) a qualified alien (as defined in section 

1101(a)(10» only in accordance with section 

1903(v).". 

(iv) section 1902(b)(3) of .uch Act is 

amended by inserting "or national" after 

Uciti%en". 

(2) Definition of term "Qualified Alien"--Section 

lI01(a) of such Act is amended by adding at the end the 

following new paragraph: 

"(10) The term 'qualified alien' means an alien-
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"(A) who i. lawfully admitted for permanent 

residence within the meaning of section 101(a)(20) of 

the Immigration and Nationality Act; 

*(B) who is admitted as a refugee pursuant to 

section 207 of such Act; 

"(C) who is granted asylum pursuant to section 208 

of such Act; 

-(0) whose deportation is withheld pursuant to 

section 243(h) of such Act; 

·(E) whose deportation is suspended pursuant to 

section 244 of such Acti 

"(F) who is granted conditional entry pursuant to 

section 203(a)(7) of such Act as in effect prior to 

April 1, 1980; 

"(G) who is lawfully admitted for temporary 

residence pursuant to section 210 or 245A of such Act; 

"(H) who is within a class of aliens lawfully 

present within the United States pursuant to any other 

provision of such Act, provided that-

~(i) the Attorney General deter-mines that the 

continued presenee of such class of aliens serves 

a humanitarian or other compelling public 

interest, and 
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"(ii) the Secretary of Health and Human 

Services determines that such interest would be. 
further served by treating each alien within such 

class as a 'qualified ,alien' for purposes of this 

Act; or 

."(1) who is the spouse. or unmarried child under 21 

years of age of a citizen of the United States, or the 

parent of such a citizen if the citizen is 21 years of 

age or older, and with respect to whom an application 

for adjustment to lawful permanent residence is 

pend~ng; 

such status not having changed.". 

(3) Conforming amendment.--Section 244A(f)(1) of the 

Immigration and Nationality Act is amended by inserting "and 

shall not be considered to be a 'qualified alien' within the 

meaning of section 1101(a)(10) of the Social Security Act" 

immediately before the semi-colon. 

(b) State and Local Programs.--A State or political 

subdivision therein may provide that an alien is not eligible for 

any program of assistance based on need. that is furnished by such 

State or political subdivision unless such alien is a "qualified 

alien" within the meaning of section 110l(a)(lO) of the Social 

Security Act (as added by sUbsection (a)(2) of this section). 

(c) Effective Date.-
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(1)' The amendments made by subsection (a) are effective 

with respect to benefits payable on the basis of any 

application filed after the date of enactment of this Act. 

(2) Subsection (b) is effective upon the date of 

enactment of this Act. 

SEC. 9'03. ELIGIBILITY OF SPONSORED ALIENS FOR CERTAIN PROGRAMS. 

Cal Deeming of Sponsor's Income and Resources to an Alien 

Under the Supplemental Security lncome, Aid to Families with 

Dependent Children, and Food Stamp Programs. 

(1) Length of deeming perioct.- 

(A) Making the SSI 5-year period permanent.- 

Subsection (b) of section 7 of the Unemployment 

Compensation Amendments of 1993 (Public Law 103-152) i. 

repealed. 

(S) Increasing the AFDC period from 3 to 5 years-

Section 415 of the Social Security Act is amended by 

striking ~three yearsn each place such phrase appears 

and inserting N5 years". 

IC) Increasing the Foed Stamp period frem 3 to 5 

years.--Section 5{i) of the Food Stamp Act of 1977 is 

amended by striking ~three years" each place such 

. phrase 'appears and inserting "5 years". 

(2) Inapplicability in the case of any alien whose 

sponsor receives SSI or AFOC benefits.-
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(A) SSI.--Section 1621(f) of the social Security 

Act is amended by adding at the end the following new 

paragraph: 

"(3) The provisions of this section shall not apply to any 

alien for any month for which such alien·s sponsor receives a 

benefit under this title (which includes, for purposes of this 

paragraph, the program of federally administered State 

supplementary payments made pursuant to section 1616(a) of this 

Act or section 212(b) of Public Law 93-66) or the program of aid 

to families with dependent children authorized by part A of title 

IV of this Act. M 
, 

(5) AFOC.--Section 415(f) of the Social Security 

Act is amended-

(i) by redesignating paragraphs (1) through 

(5) as subparagraphs (A) through (E), 

respectively; 

(i1) by striking "(f)" and inserting 

"(f)(l)"; and 

(iii) by adding at the end the following new 

paragraph: 

~(2) The provisions of this section shall not apply to any 

alien for any month for Which such alien's sponsor receives a 

benefit under the program authorized by this part, or the program 

of supplemental security income authorized by title XVI of this 
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Act (whiCh includes, for purposes of this paragraph, the program 

of federally administered State supplementary payments made 

pursuant to section 1616(a) of this Act or section 212(b) of 

Public Law ~3-66).'. 

(e) Food Stamps.--Section 5(i)(2)(E) of the Food 

Stamp Act of 1977 is amended-

(i) by striking '(E)' and inserting '(E)(i)'; 

and 

'(ii) by adding at the end the following: 

'Iii) The provisions of this subsection shall not apply to 

any alien for any month for which such alien's sponsor reoeives a 

benefit under the program of aid to families with dependent 

children authorized by part A of title IV of the social Security 

Act or the program of supplemental security income authorized by 

title XVI of such Act (which includes, for purposes of this 

paragraph, the program of federally administered State 

supplementary payments made pursuant to section 1616(a) of such 

Act or section 2l2(b) of Public Law 93-66).", 

(3) Inequitable circumstances.-

(A) SSI.--Section 1621 of the Social Security Act 

is amended by adding at the end the following new 

subsection: 

M(9) The Secretary may. pursuant to regulations promulgated 

after consultation with the secretary of Aqriculture~ alter or 

'I 
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suspend the application of this section in any case in which the 

Secretary determines that such application would be inequitable 

under the circumstances.~ 

(B) AFDc.--Section 415 of the Social Security Act 

is amended by adding at the end the following new 

subsection: 

H(9) The Secre~ary may, pursuant to regulations promulgated 

after consultation with the Seoretary of Agriculture, alter or 

suspend the ~pplication of this section in any case in which the 

secretary determines that such application would be inequitable 

under the circumstances. II 

(C) Food Stamps.--Section 5(i)(2) of the Food 

Stamp Act of 1977 is amended by adding at the end the 

following new subparagraph: 

*(F) The Secretary may, pursuant to regulations promulgated 

after consultation with the Secretary of Health and Human 

Services, alter or suspend the application of this section in any 

case in which the Secretary determines that such application 

would be inequitable under the circumstances.~ 

(4) Food Stamps exemption for blind or disabled 

aliens.--Section 5(i)(2)(E) of the Food Stamp Act of 1977 

(as previously amended by subsection (a)(2)(C» is further 

amended by adding at the end the following: 
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"(iii) The provisions of this subsection shall not apply 


with respect to any individual for any month for which suc~ 

individual receives a benefit under the program of supplemental 

security income authorized by title XVI of the Social Security 

Act by reason of blindness (as determined under section 

1614(a)(2) of such Act) or disability (as determined under 

section 1614(a)(3) of such Act), provided that such blindness or 

di.ability commenced after the date of such individual'. 

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 1977 is 

amended by striking "$1,500" and inserting "$2,000". 

(b) Disqualification of Certain Sponsored Aliens After the 

60th Month After Entry into the united ·states Under the 

Supplemental Security Income~ Aid to Families with Dependent 

Children, and Food Stamp Programs.-

(I) In general.- 

(A) SSI.--Section 1611(e) of the Social Security 

Act is amended by inserting between paragraphs (3) and 

(5) a new paragraph (4) as follows: 

"(4)(A) No individual (other than an individual described in 

section 1621(£)(1» who is an alien shall be an eligible 

individual or eligible spouse for purposes of this title with 

respect to any month beginning after the 60th month after such 
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individual's en~ry 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 individual's entry 

into the United States) executed an affidavit of support with 

respect to such individual plus the adjusted gross income of such 

persontg spouse and dependent children (if any) for the most 

recently completed year for which-

"(i)(I) 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 

spouse and dependent children, if any), or (II) no such 

return is required by such Code to be so filed, and 

"(ii) the Secretary has published the U.S. median 

income for all families pursuant to subparagraph (B)(i)(I), 

exceeds the applicable measure of U.S.' median income for all 

families (determined in accordance with subparagraph (B){i)(II» 

for such year. 

"(B){i) The Secretary shall publish twice yearly in the 

Federal Register a notice-

~{I} setting out the U.S. median income for all 

families for not fewer than five of the years immediately 

preceding the year in which such notice is published f and 
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"(II) identifying the months for which each such figure 

shall be deemed to be the applicable measure for the purpose 

of making the determination required by subparagraph (A). 

"(ii) The U.S. median income for all faJnilies for any year 

published by the Secretary pursuant to clause (i) shall be the 

amount reported for such year by the Census Bureau pursuant to 

its Current Population Survey, except that if such amount has not 

been so reported for such year at the time such notice is 

published, then the measure of the u.s. 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· equal to the percentage (rounded to the nearest 

one-tenth of one percent), if any, by which the Consumer Price 

Index (as prepared by the Department of Labor) for such year has 

increased over such imrnediat~ly preceding year. H 
, 

(B) AFDC.--Section 402(a) of the Social Security 

Act is amended by-

(i) striking fiand- at the end of paragraph 

(44) ; 

(ii) striking the period at the end of 

paragraph (45) and inserting If; and"; a.nd 

(iii) adding at the end a new paragraph as 

follows: 
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"(46) provide that an individual who is an alien IDaY 

not be considered a dependent child. a caretaker relative 

whose needs are to be taken into account in making the 

determination under paragraph (7)t or any other person whose 

needs should be taken into account in making such a 

determination with respect to the child or relative, with 

respect to any month beginning after the 60th month after 

such individual'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 person who (as a 

sponsor of such individual's entry into the united States) 

executed an affidavit of support with respect to such 

individual plus the adjusted gross income of such persoo's 

spouse and dependent children (if any) for the most recently 

completed year for which-

"(A) (i) 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 spouse and dependent children, if any), or 

(ii) no such return is required by such code to be so 

filed, and 

~(B) the U.S. median income for all families has 

been published, 
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exceeds the applicable measure of U.S. median income for all 

families for such year. For purposes of the preceding 

sentence, the requirement for the publication of the U.S 

median income for all families for any year shall be 

satisfied by the publication of such data for such year 

pursuant to section 1611(e)(4)(8)(i)(I), and the 'applicable 

measure of U.S. median income for all families' for any year 

shall be the measure applicable for such year pursuant to 

section 16U(e){4) (5)(1) (II).". 

(e) Food Stamps.--Section 6 of the Food Stamp Act 

of 1977 is amended by adding at the end a new 

subsection as follows: 

M(i) No alien who is a member of a household otherwise 

eligible to participate in the food stamp program under this 

section shall be eligible to participate in such program as a 

member of that or any other household with respect to any month 

beginning after the 60th month 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 person who (as a 

sponsor of such alien's entry into the United States) executed an 

affidavit of support with respect to such alien plus the adjusted 

gross income of such person's spouse and dependent children (if 

any} for the most recently completed year for which-
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"(l)(Al a return has been filed in connection with the 

taxes imposed by subtitle A of the Internal Revenue Code of 

19S6 by or on behalf of such person (and such person's 

spouse and dependent children, if any), or (B) no such 

return is required by such Code to be so filed, and 

M(2) the U.S" median income for all families has been 

published, 

exceeds the applicable measure of U.S. median income for all 

families for such year. For purposes of the preceding sentence, 

the requirement for the publication of the U. S medi,an income for 

all families for any year shall be satisfied by the publication 

of such data for such year pursuant to section 

1611(e)(4l(B)(i)(Il of the Social Security Act, and the 

~applicable measure of U.S. median income for all families' for 

any year shall be the measure applicable for such year pursuant 

to section 1611(e)(4)(B)(i)(IIl of such Act.". 

(2l Conforming Amendment•. - 

(A) Cooperation requirement.- 

(i) SSI.--Section 1621(d)(ll of the Social 

Security Act is amended in the first sentence by-

(Il striking "during the period of 5 

years after entry into the United States," ~ 

and 
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(II) 	inserting "or section lI11Ie){4)" 

after »this section". 

(ii) 	AFOC.--The second sentence of section 

41S{c){1) of the Social Security Act (as 

previously amended by subsection (a){l){B) of this 

section) is further amended by-

(I) striking "during the period of 5 

years after his or her entry into the United 

States"; and 

(II) 	inserting "or section 402 (all 46)" 

after "this section". 

(iii) 	Food Stamps.--The first sentence of 

section 5Ii){2){C){i) of the Food Stamp Act of 

1977 (as previously amended by subsection 

(a){l){C) of this section) is further amended by-

(I) striking "during the period of 5 

years after entry into the United states,· 

and 

(II) 	inserting ·or section I{i)" after 

"this section". 

(B) 	 Liability for overpayments.- 

(i).SSI.--Section 1621{e) of the Social 

security Act is amended by-



415 

(I) striking "during the period of 5 

years, after such alien's entry into the 

United States,·, 

(II) inserting "or section 161l(e)(4)" 

after »this section·; and 

(III) adding at the end the following 

sentence: "If an individual who is an alien 

subject to this subsection is naturalized as 

a citizen of the United States l such 

naturalization shall have no effect upon the 

continued application of this subsection to 

such individual or to such individual's 

sponsor." . 

(ii) AFDC.--Section 415(d) of the Social 

Security Act (as previously amended by subsection 

(0)(1)(6» is further amended by-

(I) striking "during the period of 5 

years after such alien's entry into the 

United states,"; 

(II) inserting "or section 402(a)(46)" 

after .. this section"; and 

(III) adding at the end the following 

sentence: "If an individual who is an alien 

subject to this subsection is naturalized as 
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a citizen of the United States, such 

naturalization shall have no effect upon the 

eontinued application of this subsection to 

such individual or to such individual's 

sponsor .... 

(iii) Food Stamps.--Section 5(i)(2)(0) of the 

Food Stamp Act of 1977 (as previously amended by 

subsection (a)(l)(C)) i. further amended by-

(I) striking "during the period of 5 

years after such alien's entry into the 

United States," i 

(II) inserting 'or section 6(i)" after 

"this section"; and 

(III) adding at the end the following 

sentence: "If an individual who is an alien 

subject to this subparagraph is naturalized 

as a citizen of the United States~ such 

naturalization shall have no effect upon the 

continued application of this subparagraph to 

such individual or to such individual's 

sponsor .... 

(3) Disclosure of tax return information.--Section 

6103(1)(7)(B) of the Internal Revenue Code of 1986 is 
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amended by designating the existin9 matter as clause (i) and 

adding at the end the following: 

*(ii) The Secretary shall disclose, upon, request, return 

information with respect to adjusted gross income (as defined in 

section 62) from returns filed by, or with respect to, any 

individual (and such individual's spouse and dependent children, 

if any) who (as a sponsor of .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 described in 

clause (i), (iii), or (vi) of subparagraph (0) to any Federal, 

State, or local agency a~inistering such program, but only for 

the purpose of, and to the extent necessary, in determining the 

eligibility of such alien for benefits under such program. 

"(iii) Information regarding any determination made pursuant 

to section 402(a)(46) or 415 of the Social Security Act (relating 

to the aid to families with dependent children program), section 

1611(e)(4) or 1621 of such Act (relating to the supplemental 

security income program), or section 5(i) or 6(1) of the Food 

Stamp Act of 1971 (relating to tho program of assistance under 

that Act) in connection with determining an alien's eligibility 

for benefits under any such program shall not be considered to be 

return information subject to the limitations on disclosure or 

redisclosure imposed by this section.". 
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(el State and Local Programs.--A State or political 

subdivision therein may provide that an alien is not eligible for 
. 

any program of assistance based on need that is furnished by such 

State or political subdivision for any month if such alien has 

been determined to be ineligible for such month for benefits 

under-

(A) the program of aid to families with dependent 

children authorized by part A of title IV of the Social 

Security Act, as a result of the application of section 

402(a)(46) or 415 of such Act; 

(B) the program of supplemental security income 

authorized by title XVI of the Social Security Act. as a 

result of the application of section 1611(e).(4) or 1621 of 

such Act; or 

(e) the Food Stamp Act of 1977, as a result of the 

application of section 5(i) or 6(1) of such Act. 

(d) Effective Oate.-

(1)' Except as otherwise provided in paragraph (2), the 

amendments made by subsections (a) and (b) are effective 

with respect to benefits 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 

supplemental security income authorized by title XVI of the 

Social Security Act and the program authorized by the Foodr 
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Stamp Act of 1977 t payable for months beginning after 

September 30, 1994, on the basis of-

(A) an application filed after such date, or 

(S) an application filed on or before such date by 

or on behalf of an individual sUbject to the 'provisions 

of section 1621(8) or section 41S(a} of the Social 

Security Act or section S(i}(l) of the Food Stamp Act 

of 1971 (as the case may be) on such date. 

(2) The amendments made by clauses (i){IIl}, (ii){lII), 

and (iii)(111) of subsection (b)(2)(B) are effective upon 

the date of enactment of this Act. 

(3) Subsection (c) is effective on October 1, 1994. 

SEC. 904. FAMILY DAY CARE HOMES. 

(a) Section 17(c) of the National School Lunch Act (42 

U.S.C. 1766(c)} is amended 

(I) in paragraph (1), by inserting "except as provided 

in paragraphs (4) and (5) of this subsection," after "For 

purposes of this section,N; 

(2) in paragraph (2), by inserting -except as provided 

in paragraphs (4) and (5) of this subsection," after "For 

purposes of this section,~; 

(3) in paragraph (3), by inserting "except as provided 

in paragraphs (4) and (5) of this subsection,W after WFor 

purposes of this section,"; 
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(4) by redesignating paragraph (4) as paragraph (6); 

and 

(5) by inserting after paragraph (3) the following new 

paragraphs: 

-(4) For purposes of this section, the level one 

reimbursement factor for family or qroup day care homes 

shall be $1.5050 for lunches or suppers. $.8275 for 

breakfasts I and $.4475 for supplements. The reimbursement 

factor under this paragraph shall be adjusted on July 1, 

1996 , to reflect changes in the Comsumer Price Index for 

food away from home for the most recent 24-month period for 

which data are available, and on July 1 of each yeart 

starting July 1; 1997, 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 

reimbursement factor under this paragraph shall be rounded 

to the nearest one-fourth cent.". 

"(S) For purposes of this section! the level two 

reimbursement factor for family or group day care homes 

shall be $1.2675 for lunches or suppers. $.5375 for 

breakfasts. and $.25 for supplements. The reimbursement 

factor under this paragraph shall be adjusted on July I, 

1996, to reflect changes in the Consumer price Index for 

food away fro~ horne for the most recent 24-month period for 
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which date are available, and on July 1 of each yearl 

starting July l~ 1997, 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 

reimbursement factor under this paragraph shall be rounded 

to the nearest one-fourth cent.". 

(b) Section 17(£)(3) of the National School Lunch Act (42 

U.S.C. 1766(f)(3» i. amended-

(1) by adding after subparagraph (e) the following new 

subparagraph: 

~(O} The Secretary shall make payments. totalling 

not more than $2,000,000 in fiscal year 1995 and 

$5,000,000 in fiscal year 1996~ to provide grants to 

States: for the purpose of providing assistance, 

including grants to family or group day care home 

sponsoring organizations and other appropriate 

organizationsj for securing and providing training, 

materials automated data processing assistance, and# 

other assistance for the staff of such sponsoring 

organizations; and for providing training and other 

assistance to family or group day care homes in order 

to assist in the implementation of the requirements 

contained in. this subsection. Of the amount of funds 

made available to each State under this subparagraph, 
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an amount not to exceed 30 percent may be retained by 

the State to carry out the purposes of this 

subparagraph; II ; 

(2) in subparagraph (A), by deleting " except that 

reimbursement shall not be provided' and all that follows 

through "nearest one fourth cent.!! and inserting in lieu 

thereof 'as set forth in subparagraphs (9) and (C),'; 

(3) by redesignating subparagraphs (9), (Cl and (0) (as 

added by paragraph (1» as subparagraphs (0), (E), and (L) 

respectively; 

(4) by inserting after subparagraph (A) the following 

new subparagraphs: 

N(B) Sponsoring organizations of family or group 

day Care homes located in low-income areas shall be 

reimbursed for meals or supplements served to children 

in those homes at the level one reimbursement rates 

established in subsection (c)(4) of this section. 

'(e) Sponsoring organizations of family or group 

day care homes, except family or group day care homes 

covered under subparagraph (B) of this subsection. 

shall be reimbursed for meals or supplements served to 
,. 

children in those homes, at the election of the family 

or group day care home, either - 
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"(i) at the level two reimbursement 

rates established in subsection (c)(5) of 

this section; or 

"(ii)(I) for meals and supplements 

served to children from households that meet 

the income eligibility guidelines for free or 

reduced price meals and supplements set forth 

in section 9(b) of this Act. at the level one 

reimbursement rates established in suhsection 

(c)(4) of this section; and 

"(II) for meals and supplements served 

to children from families who do not meet the 

requirements of paragraph (C)(ii)(I) of this 

subsection. at the level two reimbursement 

rates established in subsection (e)(5); or 

(iii) for meals and supplements served 

to children in family or group day care homes 

in which the family or group day care home 

provider meets the income eligibility 

guidelines for free or reduced price meals 

and supplements set forth in section 9(b) of 

this Act, at the level one reimbursement 

rates established in section (c){4) of this 

section. ff 
; 
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(5) by adding at the end of subparagraph (0) (as 

redesignated by paragraph (3» the following: "In addition, 

family or group day care home sponsoring organizations shall 

receive for their administrative expenses an additional $10 

per month for each home located in a low-income area."; and 

(6) by adding after subparagraph (E) (as redesignated 

by paragraph (3» the following new subparagraphs: 

N(F) Notwithstanding subparagraph (e), reimbursement 

shall not be pr-ovlded for meals or supplements served to the 

children of a person acting as a family or group day care 

horne provider unless such children meet the income 

eligibility guidelines for free or reduced price meals under 

section 9{b) of this Act. Where so qualifying, 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 (c)(4). 

M(G) For family or group day care'home providers who 

elect to use the procedures under paragraph (3)(C)(ii) of 

this subsection, the Secretary shall implement streamlined 

and simplified counting and claiming procedures, provided 

that such procedures do not compromise program 

accountability. 

M(H) Sponsoring organizations of family or group day 

care homes (other than those located in low-income areas) 
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may receive the level one rei~ursement rates for roeais and 

supplements established in subsection (c)(4) of this section 

for those children with a parent participating in the 

programs established under part P or G of title IV of the 

Social security Act, the at-risk child care program under 

title IV of, such Act, or a Federal or a State child care 

program with an income eli9ibility limit that does not 

exceed the income eligibility guidelines for free or reduced 

price meals and supplements set forth in section 9(b} of 

this Act. 

t¥(I) For purposes of this section, 'low-income areas 

is defined to mean Mareas in which poor economic conditions 

exist" as defined in Section 13(a)(1)(C) of this Act. 

M(J) For purposes of this section, determinations made 

by the State agency which establish that a family or a group 

day care ho~e is located in a klow income area' shall be in 

effect for 3 years, unless the State agency determines that 

the area in which the home is located is no longer a 'low 

income area', 

-(K) The Secretary shall make payments, totalling not 

more than $5,000,000 in each of fiscal years 1997, 1998, 

1999. and 2000 to provide grants to States for the purpose 

of providing assistance, including grants to family or group 

day care home sponsoring organizations I to assist family or 
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group day care homes in low-income areas to become licensed
• 

or approved for the program under this section. Of the 

amount of funds available to each State- under this 

subparagraph. an amount not to exceed 30 percent may be 

retained by the State to carry out the purposes of this 

subparagraph. Any payments received under this subparaqraph 

shall be in addition to payments which States receive under 

subsection (b) of this section.". 

(e) 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){l) shall take 

effect on the date of enactment of this Act. 

SEC. 905. STATE RETENTION OF AMOUNTS RECOVERED. 

Section 16{a) of the Food Stamp Act of 1977 {7 U.S.C. 2025 

{all is amended by striking "1995" both place. it appears in the 

proviso of the first sentence and inserting in both places in 

lieu thereof "2004". 

SEC. 906. COMMODITY PROGRAM INCOME INE~IGIBI~ITY. ' 

Notwithstanding any other provision of law, a person with 

annual off-farm adjusted gross income in excess of S100,OOO, as 

determined by the Secretary of Agriculture, shall not be eligible 

to receive from the Commodity credit Corporation income support 
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and price support through loans, purchases, payments~ and other 

operations. The secretary of Agriculture shall issue re9ulations 

defining the term upersonN which shall conform, to the extent 

practicable, to the regulations issued in accordance with section 

1001 of the Food security Act of 1985, as amended. 

SEC. 907. AMENDMENTS RELATED TO SUPERFUND TAX EXTENSION. 

(a) Extension of Termination Date.-- Paragraph (I) of 

section 59A(e) of the Internal Revenue Code of 1986 (26 U.S.C. 

S9A(e)(1» is amended by striking 'January 1, 1996' and inserting 

-February 1, 1998". 

(b) Adjustments to Amounts Collected.-- Paragraph (3) of 

section 4611(e) of the Internal Revenue Code of 1986 (26 U.S.C. 

4611(e){3») is amended-

(1) by striking 'Oecember 31, 1995' and inserting 

'September 30, 1996'; 

(2) by striking '$11,970,000,000" each time it appears 

and inserting "$15,500,000,000"; and 

(3) by striking 'January 1, 1996' and inserting 

"October 1, 1998", 

(o} Effective Date.-- The amendments made by subsections 

(a) and (h) shall apply to amounts coll,ected and amounts credited 

after the date of the enactment of this Act, 

SEC. 908. FEDERAL RAILROAD ADMINISTRATION USER FEES. 
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Section 216 of the Federal Railroad Safety Act of 1970 (45 

U.S.C. 447) is amended-

(1) by striking subsection (a)(3) and inserting the 

following: 

"(3) Fees established under this section shall be 

assessed to railroads subject to this chapter and shall 

cover all costs incurred by the Federal Railroad 

Administration in administerin9 this ehapter# and those 

laws transferred to the jurisdiction of the Secretary 

of Transportation by subsection (e)(l), (2), and (o)(A) 

of section 1055 of Title 49, other than activities 

described in section 431(a} (2) of this ,title."; 

(2) by inserting before the period in subsection (c) 

", and those laws transferred to the jurisdiction of the 

Secretary of Transportation by subsection (e)( l), (2), and 

(6){A) of section 1655 of Title 49"; and 

(3) by striking subsections (e) and (f). 

SEC •. 909. SPECIAL EARNED INCOME TAX CREDIT RULES FOR MILITARY 

PERSONNEL. 

(aj Modified Residency Rcquirement.-- Subparagraph (E) of 

section 32(c){3) (defining qualifying child) of the Internal 

Revenue Code of 1986 is amended by adding at the end the 

following sentence: "The preceding sentence does not apply 

during any period during which the taxpayer is stationed outside 

. 
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the United 	States while serving on extended active duty (as 

defined in section l034(h)(J)) with Armed Force. of the United 

States." 

(b) Reporting Military Earned Income.-- Subsection (a) of 

section 6051 (relating to receipts for employees) of the Internal 

Revenue Code of 1986 is amended by striking "and" at the end of 

paragraph (8), by striking the period at the end of paragraph (9) 

and insertinq in lieu thereof ", and", and by inserting after 

paragraph 	(9) 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 of 

earned income (as defined in section 32(c)(2)).". 

(e) Advance Payment of Earned Income Tax Credit.-

Paragraph (1) of section 3507(c) (defining earned income advance 

amount) of the Internal Revenue Code of 1986 i. amended by adding 

at the end the following sentence: "For purposes of subparagraph 

(A) in the case of an employee who is 'a member of the Armed 

Forces of the United States I the employee's earned income (as 

defined in section 32(c){2) shall be taken into account rather 

than the employee~s wages.". 

{d) Effective Dates.-- The amendments made by this section 

shall apply to taxable years beginning and remuneration paid 

after December 31, 1994. 
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SEC. 910. NONRESIDENT ALIENS NOT ELIGIBLE FOR EARNED INCOME TAX 

CREDIT. 

(a) In General.-- Section 32(0)(1) (defining eligible 

individual) of the Internal Revenue Code of 1986 is amended by 

adding at the end the following new subparagraph: 

-(E) Exception for Nonresident Aliens.-- The term 

'eliqible individual does not include a nonresident alienI 

unless an election under section 6013(g) (relating to 

treating a nonresident alien individual as a resident of the 

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

which a nonresident alien becomes a resident of the United 

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

the nonresident alien . 

. (b) Effective Date.-- The amendment made by this section 

shall apply to taxable years beginning after December 31, 1994. 

SEC. 911. EXTENSION OF CERTAIN CUSTOMS FEES. 

Subsection (j)(3) of section 13031 of the Consolidated 

Omnibus Budget Reconciliation Act of 1985, as amended, (19 U.S.C. 

SSe), is amended to read as follows: 

M(3) Fees may not be charged under subsection (a) of this 

section after September 30; 2004.". 
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TITLE X -- EFFECTIVE DATES 


SEC. 1001. EFFECTIVE DATES. 


(a) In General. -- Except as otherwise provided and subject 

to 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 October 1. 1995. 

(b) The Secretary of Health and Human Services maYE upon 

the request of a State, delay the effective date prescribed by 

subsection (a) with respect to such State upon a showing of 

circumstances beyond the S~ate's control, but such extension may 

not extend beyond October 1, 1996. 

(c) Notwithstanding any other provision of law, no State 

shall be found to have failed to comply with any requirement 

imposed on such State's programs by or pursuant to the amendments 

made by titles I and II of this Act by reason of its failure to 

have such program (or requirements) in effect Statewide if such 

program is in effect Statewide not later than 2 years after the 

effective date specified in sUbse'ction (a) f or 2 years after such 

later date as is approved by the secretary pursuant to subsection 

(b) • 
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WORK AND RESPONSIDILITY ACT 


OF 1994 


It is time to end welfare as we know it and replace it with a system that is based on work and 
responsibility-a system that will help poople help themselves. This legislation reinforces lite 
fundamental values of work, responsibility, family, and community. It rewards work over welfare. 
It signals lItat poople should not have children \lJltll they .... ready to support them, and that pareots
both parents-who bring child"", into lite world must take responsibility for supporring them. I, gives 
people access to the skills they need and CXped.$ work: in return. Most inrportant. it will give people 
back the dignity that com.. from work cod lIll!ependence. The cost of the proposal to the Fedel1ll 
Governmen, is estimated at $9.3 billion over five yean; cod is WIly offset, primarily through 

. reductions in entitlements and without new tax increases. 

The "Work cod Responsibmty Act of 1994" wUl replace welf .... with work. Under this legislation. 
welfare will be about a paycheck, not • welfare check. Our approach is based on a simple compact 
designed to reinforce and reward work. Each recipient will be required to develop a personal 
employability plan designed to move that individual into t:he workforce as quickly as possible. 
Support, job training. and child ..... will be provided to help poople move from dependence '" 
independence. Time limits will eD.$ure that anyone who can work, must work-in the private sector if 
pOSSible, in a temporary subsidized job if necessary. 

This legislation includes several provisions aimed at creating a new culture of mutual responsibility. 
It includes provisions to promote pareiltal responsibility and ensure that both parents contribute to 
their children's well-being. This legislation establisbes the. toughest child support enforcement 
program ever. It recognizes that preventing teen pregnancy and out-(')f~wedJocl: births is critical part 
of welfare reform. To prevent weJfare dependency, teenagers mUSt get the message that staying in 
school, postponing pregnancy, and preparing to work are the right things to do. The legislation also 
includes: incentives directiy tied to the perfonnance of the welfare office; extensive efforts to detect 
and prevent welfare fraud; sanctions to prevent gaming of the welfare system; and a broad array of 
incentives thar States can use to encourage responsible behavior. 

The 'Work cod Responsibility Aot of 1994" propos", dramatic chang .. in our welfare system. 
changes so bold that they cannot be accomplished overnight. We phase In these cbanges by focusing 
on young people. to send a clear message to the next generation that we are ending welfare as we 
know it. 



JOBS. TIME LIMITS AND WORK jTitle I, Title II] 

Definition: A ·subsidized job" is defmed as a position subsidized under either the JOBS or the 
WORK program. 

JOBS AND TlM!i LlMrrs 

1. 	 EFFEC'TIVE DATE AND DEFINITION OF PHASED-IN GROUI' 

Specifications 

(a) 	 The effective date for the legisJation would be October 1, 1995, States couid petition to deJay 
implementation for up to one year after ~e effective date (i.e,. until. at the latest, October l. 
1996) for cireumstances beyond the ""ntrol of the State IV·A agency (e.g.• no meeting of 
State legislature tbJIt year). SflIteS would be required to have the program implemented 
statewide em each political subdivision of the State wbere it is feasible to do so) within two 
yean of initial implementation. 

(b) 	 The phased.in group wouid be defined as eustodial parents. including minor custodial parents. 
wbo were born after 1971 On 1972 or later). 

(c) 	 States would have the option to deftne the phased-In group more broadly (e.g .. eustodial 
parents bern after 1969; born after 1971 and all fIrst-time applicants). provided the phased-in 
group Included at leas, the populatio. described in (b). .' 

(d) 	 SUI.. would be required to apply the oew rules, including the time lbolt. to all applicants in 
the phased~in group as of the effective date ot the legislation. Recipients (parents) in the 
pbased·in group who were on AFDC prior to the effective date would be subject to the new 
rules~ including the time limit~ as of their first redetermination following the effective date. 

2. 	 PRO<JRAM INTAKIl 

Current Law 

'Ihe Family SllppOf1 Aa requites a Stale agency to 111Dk£ an initial assessment ofJOBS participants 
with respect /0 employability. sWls. prior work e.rperience and educat/olllli. child cart and supportive 
service ~eds, 

At the point 0/ intake, applicants would learn of their specific respol1$ibUiries tmd expectations 
regarding the JOBS program, the two-year time limit aJUi its rtJatiollfhip to JOBS participaJion and 
AFDC belU!jits not corufifloned upon work. Each dJJplic().f1J would new be required /0 enter into a 
personal responsibility agreement with the Slate agency broadly outlining the obligations of each 
party. WhUe the personal respon.slbUity agreemelU 'WOuld serve as a general accord. the 
emplt>yabillty pltm would be focused on /'" specifiC emplt>ymel11-reJaJeli needs oftach apPUcfll11. 
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RatjOlmte 

States mUSt cJumge the cuituTe ofthe weI/are system f1y cJumging the expectations of bot. the reclpiel1/ 
_ the State agency. TIUs caJls for mod/fjlngthe mission of the weI/are system heglnnlng at the 
poiru of iruake /() stress employmeru _ access ro MIIded services rather Ihon eligibility _ lutnejit 
determination. the mutUal qblIgations ofthe State agency _ the participant must be spelled out _ 
eli/arced. JOBS programs nmf1 coruirnte to link clients /() services In the community. 

Spe.£iliwions 

(a) 	 All pat..ts and other car_er ,elatives would be required as part of the appliea
tionJredetennlnation process ttl sign. Personal Responsibility Agreement with the State IV-A 
agency. The Agreement would state the overall goal of achieving llllIl<imum self-sufficiency 
and would describe the general responsibilities of both the applicant and the State agency (for 
the applicant. following the employability plan; for the Sial., ma1<iog available the servl ... in 
the plan). Cun.., r«ipieots (pMeots), if they had DOt previously signed the Agreemen~ 
would 	 be required 10 sign the Agreement as part of the redetenninatiOD process. The 
Personal Responsibility. Agreement for persons in the DOt-pbased-in group would make no 
reference to the titae limit. 

(b) 	 The Personal Responsibility Agreement would not be a legal contract. 

(e) 	 The State IV-A agency would he required to orient each applicant to the AFDe program by 
providing information about the AFDC program, which would include (among other items) 
the nature and appllcability of the two-yeat time limit, !he lOBS participation requirement, 
the services provided under JOBS and the availability of such ,ervi<es to persons nOt in the 
phased-in group. Each applicant in the phased-in group would be informed of the number of 
months of cash assisr.ancolJOBS partioipation for wbich h. or she was eligible (e.g., 24 for 
flrst-tiroe applicants), The orientation information could be provided as part of the eligibility 
determination process or in a subsequent one-on-one or group orientation session. States 
would be required to provide the orientation information pdot to or as p3rt of the 
development of the employability plan. Th. information would be imparted in the recipient', 
primary language pursuant to Federal law and regulation. Ollid care would be available as 
needed to enable an individual to receive the orientation infor:m.ation (as under 4S CFR 
255.2). 

(d) 	 The Slate would have 10 obtain confirmation in writing from each applicant in the phased-i. 
group that he or she had received and underst£>Od the requisite orientation information. 

(e) 	 Recipients who were already on assistance as of the effective date of the legidation would be 
provided with the requisite orientation information at the earliest possible date but in no event 
later than at the development Of revision of the employability pian (see below) or as part of 
the redetermlllaUOn process. whichever came first 
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3. 	 EMPLOYABU.ITY PLAN 

Current Law 

On tire basis oj lire assessment described above, the Stale agency must develop Qll employability plcm 
for the panlclplw. '/he St(t1e agency mo:y r«qulre participants /() enter into afimnaJ agreement which 
specifies tire particlplw's ob/igat/tm.r WIder tire program WId lire actMtles WId services 10 be provided 
bY the State agency. '/he employabi1ity plants nol c<msldered a COn1rOct. 

'/he employability pi.. would be designed so as to lrelp individuals secure lasting employmenJ as soon 
as pOSSible. Employability plans could be jar Jess than 24 11Wnrhs cmd may include asslg1l1llllnJ, 
through JOBS, to work programs such as OMIre..Jab Training, Work SupplemenJiUWn WId CWEP, 

Specifications 

(a) 	 The State agency would. be required to complete the assessment and employability plan (for 
new recipients) within 90 days from the earliest date for which payment was made. For 
recipients on assistance as of the effective date. the employability plan would have to be 
developed (or revised. if such a plan were already in place) within 90 days of the date the 
recipient became subject to the time limit (i.e.• within 90 days of the redetermination; see 
above), 

(b) 	 The employability plan would be developed jointly by the State agency and the recipient. In 
dtsigning the emploYability plan. the agency and the recipient would consider, .among other 
elementS. the months of eligibility (for lOBS participatiolliAFDC benefits not contingent .pon 
work:; see DEFlNmON OF THE 1:'I.ME LtMrr below) remaining for that recipient (if that 
recipient were subject to the time limit). 

(c) 	 An employability plan would be required for all JOBS participants. including those not in the 
phased-in group (e.g .• volunteers). Employability plans would also be developed. when 
appropriate, fot persons who were deferred from JOBS participation. 

(d) 	 The employability plan for persons required to participste in JOBS would include an expected 
time frame for achieving self~sufficiency and the activities intended to assist the participant in 
obtaining employment within that time period. The time frame would, in the We of many 
JOBS participants, be shorter than 24 mouths. For persons who were deferred. an 
employability plan could detail the activities needed to remove the obstacles to JOBS 
participation (see below). 

(e) 	 Amend section 482(b)(I)(A) by adding "literacy" after the word "sldlls.· 

(f) 	 The State agency would provide that if the recipient and the State agency staff member or 
members responsible for developing the employability plan could not reach agreement on the 
plan. a supervisory level staff member or other State agency employee trained to mediate 
these disputes would intervene to provide further advocacy. counseling or negotiation support. 

(g) To resolve disputes (regarding the employability plan) not settled by the intervention in (I). a 
State rould elect one or more of the following processes: 
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i. 	 Permit the agency to establish an internal review board to arbitrate disputes. 
This board would have the final say. The Seeretary would establish 
regulations for such boards• 

. it 	 Permit agencies to employ mediatioo using· trained personnel, rather than 
arbitration. III resolve the dispute. HHS would he ....po..ibl. for providing 
te¢hnical assistance to States that wished to use mediation. 

ilL 	 Allow the recipient a fair hearing contesting whether the State agency had 
followed the established process for developing the employability plan. A fair 
bearing could be the e.c1usive remedy or could be allowed in addition 10 the 
procedure in (i) or (ii). 

(1)) 	 Persons who refused 10 sign or otherwise agree 10 the employability plan after the completion 
of the proeess described above would be subject 10 WIction. curable by agreeing 10 the plan. 
In the event of an adverse ruling at a fair hearing concerning the employability plan. the 
individual would not have the tight to a second fait bearing prior to imposition ,of the sanction 
fur continued refusaJ to.agree to such plan. 

4. 	 DEI'ERRALS 

Slates must require ""n.aempt AFDC recipients to parrfcipllte III the JOBS program to tlu! extent tIwt 
resources are available. Exemptions lI1lIi<r lht! currel11 JOBS program an for _. recip/el11s who 
are ill. IncapodlaJed, or of advanced age; needed in lht! heme because of lht! illness or Incapadry of 
"'"'tiler family member; lht! caretakLr of a child lI1lIi<r age 3 (or. at Slate aptian, under age 1); . 
unpiuyed 30 or mart !wIlTS per ....eJr; a dependel11 child WIder age 16 or anendlng an educational 
program foIl time: """". in lht! _ and third rrlmuter of preg-C]; and residing III an area 
where lht! program Is not avaUable. '1'ht! perel11 ofa cJoJId under age 6 /lIut older than lht! age for an 
e:.cemption) who Is personally providing care for lht! cJoJId muy be required 10 parrfcipllte only if 
participation does "'" <xceed 2O!wurs per week and necessary chUd can Is guaranteed. For AFDC
UP families. lht! exempt/on due to lht! age ofa chUd'may b< applied to only ... parel11, or 10 neillu!r 
porent ifchild care Is guaranteed. 

Under lhe new provisions. a much greater percel11age Of AFDC reclplel11S would' b< required to 

panlclpare In JOBS. Single-part111 and tw<rparent families would b< trealed similarly uedet tlu! new 

JOBS sYstem. Persons not yet ready for participation In JOBS would b< deferred. temporarily In 

many cases. from such panicipariDn. 1M Stau agency would, when appropriaJe, assist such 


. iedlvlduals In filing for 5uppiemertJai Security Income ($51) or Dlsablliry Insurance (J)I). Some Of lhe 
criteria for de/emu art based on current regula/tofU concerning exemptions, but in a number oj 
instances the dejirUrion ls tighJened signjficOIUly. 

In order to change tlu! culture of welfare, it is MceSSl1Fy to maximize participa1ian In the JOBS 

program. II is also crillcaI 10 ensure tIwt all welfan reclpiel11s who are able 10 ponic/pllle /. JOBS 

have such services made available 10 lbem by lht! Slates. '1'ht! deferral policy does. !wwever. give 
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Stalel the flexibility to consider differe~ces in 1he ability to work and 10 panitipau in education and 
traJ.ni!lg activities in delermi~ing whether to require an individU4l IQ enter the JOBS program. 

S~~illcatiQDS 

(a) 	 Adult recipients (see.Teen Parents below for treatment of minor custodial parents) who were 
not able to work or participate in education or training .activities (e.g,~ due to care of a 
disabled child) coold be deferred either prior to or after entry into the lOBS program (or after 
entry into the WORK program; &ee WORK speclfic,lions below). For ••ample, If an 
individual became seriously ill after entering the lOBS program, he or sbe wollld then be 
deferred. 

(b) 	 The State agency would be required to make an Initial determioation with respect to deferral 
prior to or as part of the development of the employability plan, since the determination 
would ill turn affect the content of the employability plan. A recipient who was required to 
participate in lOBS rather than deferred could request a fair hearing fucusing on whether the 
individual meets one of the deferral criteria (see beiow). The time frame for completion of 
the employability plan" (see above) would be waiv«l in instances of a dispute concerning 
deferral from lOBS. 

(cJ 	 Persons who were deferred from lOBS would be expected when possible to engage in 
activities intended to prepare them for employment andlor the JOBS program. An 
employability plan for a deferred recipient could detail the steps~ such as referral to a 
vocational rehabilitation program or arranging for an appropriate day care or scbool setting 
for a child with a disability, needed to enable the edult to enter the lOBS program and/or frod 
employment. 

Reoipients not likely to ever participate in the lOBS program (e.g., those of advanced age) 
would not be expected to engage in activities to prepare for JOBS participation. An 
empJoyability plan for such a person might include .steps intended to, for example, improve 
the family's bealth status or housing situatioD. For individuals who were expected to enter 
the lOBS program shortly (e.g., mothers of young children), services could be provided to 
eddress any outstanding barriers to successful participation in JOBS (e.g., arranging for child 
care). 

(d) 	 States could provide program services to deferred individuals, using JOBS funds. but would 
not be required to do so. Likewise. SUites could provide child care or other supportive 
services to persons who were deferred. but would not be required to do so-there would be no 
child care guarantee for individuals In the deferred status. Persons who were deferred would 
not be subject tD sanction for failure to participate in activJties. In other words, in order to 
acwaUy require an individual to participate in an activity, a State would have to classify the 
individual as JOBS-mandatory (except with respect to participation in substance abuse 

., treatment; see SUBSTANCE ABUSE AND DEFERRAL PROM JOBS OR WORK below). 

(e) 	 Persons who were deferred would not be subject to the time limit~ i.e•• months in which a 
recipient was in deferred statuS would not count against the two~year limit. 
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(0 	 The criteria for deferral from JOBS would be the following: 

(l) 	 Is a parent of a child under age one, provided the child were not conceived 
while the parent was on assistance. A parent of a child conc-eivoo while on 
assistance would be deferred for a twelve-week period following the birth of 
the thild (consistent wilh Ill. Family and Medical Leave Act). 

(Under current law9 a parent of a child uDder age three, under age one at State option, 
i. exempted from JOBS participation, and no distinction is made ac<ording to whether 
or not the parent was on assistance: wbeo: the child was ronceived) 

(2) 	 Is ill or incapacitated, when ij Is certified by a licensed phyalcilln, psythologist 
or mental healtb profesaiooa! (from a list of suth prof ..slooal.! approved by 
the State) that the illness or incapacitating condition is serious enougb to 
prevent, at least temporarily, entry into employment or training: 

(3) 	 Is 60 y""" of age or older; 

(4) 	 Is needed In tbe home because anodle, member of the household requires the 
individual', presence due 10 m""", or incapacity as d-.nined by a licensed 
phyaicl3n, psythologist or mental healtb professioual (from a list of .uth 
prof..sineal, approved by tbe State), and no odler appropriste member of the 
household is available 10 pro,idedle needed care; 

(5) 	 Is in tbe dllrd trimester of pregnaru:y; or 
(Under current law and regulations~ pregnant women are exempted nom JOBS 
participation for both the second and third trimesters) 

(6) 	 Lives in a remote area. An individual would be -considered remote if a round 
trip of more than two bours by reasonably available public or private 
rranspon.ation would be required for a normal work or training day, If the 
normal roWld..u-lp co"mmuting time in the area is more than 2 hoursy the 
roand-trip commuting time could !lOt exceed generally ..capted standards for 
the area. 

(Same .. current regulations, CPR 25Q.30) 

(.II) 	 Qlllyone parent in lIIl APDC-l!P family could be deferred under fill. 

(ll) 	 Each State would be permitted '" defer from lOBS for good cau.se, /IS determined by die 
State. a number of persons up to a fixed percentage of the total number of persons in the 
pbased~in group. which would include adult recipients (parents), minor custodial parents and 
persons in the WORK program. These good cause deferrals would be in addition to those 
meeting the deferral criteria defined in (t). Good cause could include substantia! barriers 10 
employment-for example, a severe learning disability or serious emotional instability. The 
percentage cap on such deferrals would be Se!. in statute, 31 5% through I'Y 99 and 10% 
thereafter. A State would be able, in tbe event of extraordinary circumstances, '" apply'" die 
Seetewy to increase the percentage cap On good cause placements. The Secretary would be 
required ., respond ., suth requests in • timely manner (time frame 10 be established by 
regulation). 

7 




(i) 	 The Secretary would develop and transmit to Congress, by a specified date. recommendations 
regarding the level of the ClIp on good cause deferrals; the Secretary eDuld recommend that 
the cap be raised, lowered or maintained at ten percent. 

(j) 	 The State agency woutd be required to reevaluate the status of persons in deferred status at 
such time as the oondition is expetted to terminate (if the condition is expected to be 
temporary) but no less frequenUy than at each semiallDual assessment (see SEr.fl.A.!'.,'NlIAJ. 
A..IlS.MIlNT below) Ie determine if the individual should remaIn in deferred status or should 
enter (or ......ter) the lOBS or WORK programs. 

(k) 	 Recipients who met one (or more) of the deferral criteria would be permitted to volunteer for 
the JOBS program, subject Ie available Federal resources (see JOBS PARTICIPATION below). 
Sucli a volunteer JOBS participant would in general be treated as other JOBS patticipants 
excep\ that he or she would not be subject to sanction or to the time limit. These volunteer$ 
would be distinct from volunteers from the DOl-phased-in group (see lOSS PAR'nCIPA'IlON 

below), who could at State option be subjected Ie the time limit. 

0) 	 A State ageney weuld be required to promptly infnnn a recipient of any cliange in his or ber 
status with respect to JOSS participation and/or the time limit (e.g., movement from the 
deferred status into the lOBS program). 

(m) 	 The criteria for deferring persons from WORK participation (see WORK below) would be 
identical to the deferral criteria for persons who bad not yet reached the two.,year time limit. 
Persons who were deferred from the WORK program after reaching the time limit would be 
eligible for AFDC benefitS. Such individuals would be)reated exactly the same as persons 
deferred from the JOBS program before reaching the time lirnlt, except that if the condition 
necessitating deferral ended, they would enter or rH_ the WORK program, rather than the 
JOBS program. AduJt recipients deferred from the WORK program for good cause would 
count against the cap on the number of deferrals for good cause. 

5. 	 SUBSTANCE ABUSE AND DEFElUW. FROM lOBS OR WORK 

Current Law 

Current law does IIbt specifically "",lilian substance abu.le. Under JOBS regulations, a recipient 
whose only activity is alcohol or drug treatmenJ would not be COU!11ed toward (J Slme's panicipation 
rate. Alcohol or drug treatmenJ may. however. be providtd as a supportive service USing JOBS funds 
should 6 State choose {() do so, Ongon currently has II waiver tJw.t permiJs the JOBS program 10 
require participation in substance abuse diagnoslic. counseling. and tretJImenl programs if they are 
determined to be necessary for self-sufficiency. 

States would ~ given flexibiJity to require recipients thEy detenn1ne to be unable to engage in 
employment or training because 0/ a subslance abuse problem to panicipare in subllana abuse 
treaImtnt whUe In the deftrred stalUS. Sanctions may be imposed for non-ponicipaJIa. In substance 
abuse treatment provided that both lrea1TMIJJ t.mtf supportive services. inclutJing child care, are made 
available. . 
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Rationale 

States reporr (on an anecdotal basis) substance abuse as a problem they enCOUJUer in their JOBS 
populations. It is a barrier to se(fsl@ciency for a number of AFDC recipients who will require 
treatment if they are to successfully participate in employment or training aaivilies. It is estimaJed 
lhiu approximately 4.5% ofAFDC recipients have substance abuse problems sufficiently debilitating 10 
preclude Immediate participation in employment or training activities. Nearly one-third of these have 
participated in some jorm ojalcohol or drug treatment in the past year. 

Specifications 

(a) 	 States may require persons found ,unable to engage in employment or training due to 
substance abuse to participate in appropriate substance abuse treatment while in deferred 
sUlUs. 

(b) 	 Sanctions, equivalent to JOBS sanctions, may be levied for n~n-participation in treatment, 
provided such treatment is available at no cost to the recipient. 

(c) 	 Child care and/or other supportive services must be made available to an individual required 
to participate in substance abuse treattnent. 

(d) 	 Provisions concerning the semiannual reassessment apply to deferred persons participating in 
substance abuse treattnent as described in this section. 

(e) 	 States may also require individuals in JOBS to participate in substance abuse treatment (in 
conjunction with another JOBS activity or activities) as part of the employability plan. 

6. 	 DEFlNlTlON OF mE TIME LIMIT 

Current Law. 

Some States (those which did not have an AFDC-UP program in place as oj September 26. 1988) are 
permitted to place a type of time limit on panicipation In the AFDC-UP program. restricting 
eligibilitY for AFDC-UP 10 as few as 6 months in any J3-month period (Seaion 407(b)). Thin«n 
states presently impose time limits on AFDC-UP eligibility. Under current law. however. no other 
type ojtime limits may be placed on participation In the AFDC program. 

Most oj the people who enter the welfare system do not Slay on MDC jor many consecutive years. II 
is much more common for recipients to move in and OUI oj the welfare system. Slaying a relatively 
briej period each time. TWo out oj every three persons wlw enter lhe welfare syslem leave wilhin two 
years and fewer than OM In ten spends five consecutive years on AFDC. Half oj tJwse who leave 
welfare rerum wilhin two years. and tlvee oj every four return at some point in the future. Mosl 
recipients u.se the AFDC program not as a permanent alternative to work. but as temporary assislance 
during times ofeconomic difficulty. 

While persons wlw remain on AFDC jor long periods OJ a time represent only a modest percentage oj 
all people who ever enter the system. however. they represent a high prl!ponion .oj those on welfare at 
any given time. Alllwugh many face very serious barriers to employment. including physical 
disabilities. others are able 10 work but are not moving in the direaion oj self-sufficiency. Most long
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term Tt!cipienu are tuJI on a track toward obtaining employmem tJuu would enable them to leave 
AFDC. 

1IrL propostJ/ would establish. for adult recipients who were 1101 deferred. a cumulative time limit of 
two years on the nce/pt ojAFDC bi!nefits /Wt contingent upon >rork. with extensions to the lime limit 
to bi! granJed WIder cmtJ/Jt drcumstQJlCl!s. Mo1llhs in which /VI Indimum was diferred would not 
COUfli agawt the time limit, Indimums who have left welfare jor mended periods oj time would be 
el/gible fitr 0 cushion of0 few numJlu ofAFDC bi!nefits. 

1IrL twO-yeor time limit is part of the over011 effort to shift the focus of the welfare system from 
disbursing /irnds to promoting self-sufficiency through work. 7his time limit gives both the recipient 
and the welfare agency 0 struClW'< that necessitates steady progress In the dlrectian of employment 
and economic independence. As discussed In the WORK tpeclf/CQlwns bi!low. recipient. who reach 
the twO-year time limit without finding on unsubsidized job would bi! offered puldidy subsidized jobs 
to enoble them to support their jitmilles. 

Specifications 

(a) 	 The time limit would be a limit of 24 on the cumulative number of months of AFDC benefits 
an adult (par'llI) could re<:elve before being required to participate In the WORK program 
(,ee Teen Parent.! for treatment of young custodial parents). In other words. the 24 month' 
would begin with the initial AFDC payment (or with the first paymelll following redetennin.
tion. in the case of persons on AFDC prior to the effective date of the legislation). Months in 
which an individual was rceelving assistance but was deferred rather than in JOBS would not 
coulll against the 24-month time limit (see DSl'eRlW. above). 

(b) 	 The 24-month tim. clock would Dot begin to run until a custodial parent's 18th birthday, in 
other words, months of receipt as a custodial parent before the age of 18 would not be 
counted against me time limit. 

(e) 	 A record of the number of months Of eligibility remaining would be kept for each individual 
subject to the time limit. Non~parenl caretaker relatives would not be subject to the time 
limit. 

(d) 	 The State agency would be required to advise each recipient subject to me time limit as to the 
number of months of eligibiJlty remaining for bim or her no less frequently than once every 
six months (see SEMIANNUAL ASSESSMEm' below). In addition, the State agency would be 
required to COntact and schedule a meeting with any recipient who was approaching the 24
month time limit at least 90 days prior to the end of the 24 months (see 'I'RANsmON TO 
WoRXlWORK below). 

7, 	 AFDC-UP FAMlLtES AND '!'!Ill TIMJl LIMIT 

Specifications 

(a) 	 In ao AFDC-UP fllmily, both parents would be subject to the time limit if either parent were 
in the phased~in group (see below). A separate record of months of eligibility remaining 
would be kept for each parent. 1f one parent in an AFDC-UP family were deferred. that 
parent would not be subject to the time limit-months in deferred status would not count 
against that individual's 24-month limie The other parent, however, would $tiU be subject to 



the time limit. A deferral of one parent in an AFDC~UP family would not (:Q:unt against the 
cap on deferral for good cause. 

(b) 	 If one parent had reacbed the time limit and the other had not. the parent who bad rC41ched the 
time limit would be required to enter the WORK program. If the parent who had reached the 
limit declined to participa", in the WORK program, that parent', needs would no longer be 
considered in calculating the famlly's grant. His or her income and resources would still be 
taken into account. The family would still be eligible for the remainder of the benefit 
(essentially, the other parent and the childreo·s·portion) until the other parent reached the twO'-' 
year limit. ' 

(oj 	 If • parent in an AFDC-UP flImiIy reached the time limit but declined to enter the WORK 
program, the need. of that individual would (as above) not be taken into account in 
calculating the AFDC b,nefn, If such. pM..t subsequently reVersed course and entered the 
WORK program, be or she would be considered part of the assistance unit for the purpose of 
detennining any .upplenlental AFDC benefit and would also be eligible' for a WORK 
assignment. As discussed in the WORK specifications below, a State would not be required to 
provide WORK assignments to both parents in an AFDC-UP family. 

(d) 	 Months in which a parent in an AFDC-UP family met the minimum work standard would not 
count against that patent's time limit. If the combined hours of work for both paretlts w-ere 
equal to an average of 30 or more per week (up to 40 at State option). neither parent would 
be subject to the tim. limit ( ... ~llNlMUM WORK STANDARD). 

(e) 	 If one of the two p"'ents in an AFDC-UP flImiIy were sanctioned under the WORK program 
nr under JOBS for refusing to acoopt an unsubsidized job, the sanctions described below (s.. 
SANCTIONSIPENALnES) apply; regardless of the status of the second parent: 

(t) 	 With respect to the phase-in, both parents in an AFDC-UP family would be eonsidllfed 
subject to the new rules if either parent were in the phased-in group. If the parents in an 
AFDC-UP family subject 10 the new rules subsequently separated, both would .till be subject 
to the new rules. 

(g) 	 States which placed separate limits on AFDC-UP eligibility (e.g" 6 months in any 13-month 
period) would not be permitted to apply the two-year time limit or any related provisions to 
AFDC-UP families. In these StlItes, all AFDC-UP fllfnilies would be treated as pari of the 
not-phased-in group. 

8. 	 TEEN PARENTS 

PerSO/lJ under 18 art /Wt ready ro be independtnJ and should gelll:rally be in school. Under the 
proposed law, minor plJJ'ems would nor be allowe4 to set up WJependenJ households. They would 
reuiw case management and be upet:tm to remain in scJwol. A teen parenJ's time dock would IWl 
begin to /'WI UnJU he or she tur1!ed 18 (and could ..tablish an Independent household). 
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"Specifications 

(a) 	 States would be required to provide case management services to all custodial parents under 
20. 

(1)) 	 All custodial parel1lS under 20 who had not completed higb school or the equivaleot would be 
required to participate in the JOBS program, with ,education as the presumed activity. The 
24--month time clock, however, would not begin to run untU a custodial parent turned 18. In 
other words, months of receipt as a custodial parent before the age of 18 would not be 
counted against the time limit. 

(e) 	 Custodial parents under 20 wbe bad not completed high school or the equivalent and who bad 
a child 	under one would be required to participate in JOBS as SOOD as the child reached 
twelve 	weeks of age. States would be permitted III defer custndial parents under 20 in the 
event of a wious lllness or other condition which precluded school attendance. 

(d) 	 Custodial parents who were eligible for and receiving services under the Individuals with 
Disabilities Education Act would receive an automatic extension up to age 22 if needed to 
complete bigb schooL .These extensions would not be counted against the cap on extensions, 

9. 	 lOBS SERVICES 

Current Law 

A roJIgt 0/ services and oatvitiu must be o/fered by Srores under w currenr JOBS program, bit! 
Stares are not required ro Implement JOBS uniformly In all pans ojthe State and JOBS programs wry 
widely among Stares. The services which must be provided us pan ofa Siate 's JOBS program are the 
foliowing: eduCOlionai oaivitits. Includ/ng high school 0JId equlvaltnr education. baiIic and remedial 
educat/OII. and ed.COIion for persollS with limJled EJlgli.!h prl!flclency; job skills training; Job 
readiness aatvities; job dewlopment and job ploctmeJII; and suppanlve services to the atenr thai 
these services ore necessary for panicipalion In JOBS. Supportive servicts include child care, 
trtmJponazion aM other work~relattd SUPjJlJl1ive services. StattS mzu:t also offer. in addilion to the 
ajoremenritJned services. at least 2 of the following semus: group and individllaI job search, on~the· 
job training (OJ1), work suppiemtnJation programs and community work experience programs, 

The deftnmon 0/ .ads/ocrory ponicipation In the JOBS program would be broadened r. Include 
additional activities lluu are necessary for individuals to achieve self-sufficiency. Slates would 
continue to haW! broad lalitJJde in deltnnining which. services were provided undtr JOBS. Greater 
emphasis. however. Yt-'Ould be placed onjob search activities. to promote work and employmenl. 
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Specifications 

Up-Front Job Sc>rch 

(a) 	 All adult new recipients in the phased-in group (and minor parents who had completed high 
school) who were judged job-ready would be required to perform job search from the date 
assis!al!<e heg.... Job ready would he in g...,.a1 defined as having either non-negligible work 
experience, or a higb school diploma or the equivalent. States would include a more detailed 
definition of job-ready in the State plan. The definition would have to exclude persons who 
met or appeared likely to meet one of -che deferral criteria. A formal detennination as: to 
deferral. however. would not he required at this point. 

(b) 	 States would have Ille option of requiring all jolHeady Dew recipients, including Illose in Ille 
not-phased-in group, 10 perform up-front job ,earch .. States would also be permitted to 
require job search from the date of appHcatkm (as under current law, this requirement could 
not he used as • reason for a delay in making the eligibility determinatinn or Issuing Ille 
payment). 

(c) 	 The permissible period of initial job search Wlluld he extended from 8 weeks to 12. 

OtI1er Provisions Concerning JOBS Servi ... 

(d) 	 States would be required 10 include job search emong the lOBS services offered. 

(e) 	 Claritjlllle rules so as 10 limit job search (as Ille exelusive activity. i. •.• not in conjunction 
willl olller services) to 4 momils in any 12·monlll period. The up-front job search (described 
above) and Ille 4S·90 day. of job search required immediarely bOior. Ille end of the two-year 
time limit (see l'ItANsmor< TO WotU(/WORK below) would _ he counted against Ille 4
month limit. 

(I) 	 Amend section 48Z(d)(1)(A)O)(I) by replacing 'basic and remedial education 10 achie.. a 
basic literacy level~ with ~employmeDt-{)riented education to achieve literacy levels needed for 
economic self-sufficiency." 

(g) 	 Self-ernploymeot programs. including mieroeoterprise training and activities. would he added 
to the list of optional JOBS activities. 

(h) 	 lncrease the limit 00 Federal reimbursement for wort supplementation program expenditures 
from the Q,lrrent ceiling. which is essentially based on a maximum length of participation in a 
work supplementation program of 9 months, to a level based on a maximum iength of 
p.artidpation of 12 monrns. 

(i) 	 Change the nondispla:::ement language to pennit work: supplementation partlClpants to be 
assigned to unfilled vacancies in the private sector, provided such placements did not violate 
the other nondisplacement provisions in current law. 

(j) 	 Alternative Work. Experience would be limited to 90 days within any 12~month period, 

(k) 	 The State plan would be required to include a description of efforts to be undertaken 10 
encourage the training and placement of women and girls in nontraditional employment. 
including steps to increase the awareness of such training and placement opportunities. 
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(I) 	 States would be required to indicate in the State plan whether and how they will make 
training as ehild care providers available to participants. 

(m) 	 The State plan would include proudures to ensure that, to the extent possible, (external) 
service providers promptly notify the State agency in the "event of noncompliance by a JOBS 
participant, e.g., failure to attend a JOBS activity. .. 

(n) 	 Amend the langttage in SocW Seeurity Act section 483(.)(1) which requites that there be 
coordination between JTPA, JOBS and education programs available in the State to 
specifically require coordimttion with the Adult Education Act end Carl D. Perkins Vocatlnnal 
Educational Act. 

(0) 	 Where no appropriate review were made (e.g., by an interagency board), the State council On 
vocational education and the State advisory council on adult education would review the State 
JOBS plan end .ubmit comments to the Governor. 

(P) 	 The agency adminisierlng the lOBS and WORK program would be probibitOO by regulation 
from referring participantS to, contracting with or otherwise making IV-F or IV-G funds 
available to a provider of education and training services if such institution were disqualified 
from participation in a progranr under Title IV of the Higher Education Act or under the 
Reemploymen, Act. A State would be provided, by regulation, the option of applying the 
alternative eligibility prooedure established vnder the Reemployment Act to potential providers 
of lOBS or WORK .ervi.... 

Specifications 

(a) 	 The winisnum work standard would be an average of 20 hours of (unsubsidiud) work per 
week during the month. with a State option to Ina-ease to up to an average of 30 hours per 
week. States would also bave the option to set different minimum work standards for 
different subgroups (e.g., mothers of children vnder 6), provided that the standard for each 
subgroup were at least 20 and no more than 30 hours per week. 

(b) 	 Months in which an indivldual met the minimum work: standard would not W"unt against the 
time limit. In an AFDC~UP family, if one parent met the minimum work standard, be or she 
would nOt be subject to the time limit. Months in which the combined hours of both parents 
equaled or exceeded 30 (up 1.0 4() at State option) would not count against the time limit for 
either parent. 

(c) 	 An individual who had not reached the time limit and was meeting the uurumum work 
standard would be counted as a lOBS participant (see JOBS PARTICIPATION below). 

(d) 	 A person who had reacbed the time Jimit but was meeting the minimum work: standard would 
be eligible for supplemental AFDe benefits, if otherwise eligible for AFDe (see EARNINGS 
SUPPLEMENTATION below). 

(e) 	 A State would be requited to offer a WORK assignment to an individual working in an 
unsubsidized job fo~ a number of hours less than the minimum work standard (provided the 
person were otherwise eligible for the WORK program; e,g., met income and resource tests), 
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The WORK assignment would be structured, to the extent possible, not to interfere with the 
unsubsidized employment. 

(f) 	 Persons meeting the minimum work standar~ would be required to accept additional hours of 
unsubsidized work if offered, provided such work: met the relevant standards (e.g., health and 
safety) for unsubsidized employment and the total number of bours did not exceed an average 
of 35 per week. Such individuals would also be probibited from reducing the number of 
bours worked with the intent of receiving additional benefits. 

11. 	 JOBS PARTICIPATION 

Current Law 
I 

Under 	 the Family Support Act 0/,1988, which created the JOBS program, mlnunum JOBS 
panlclpaJion standards (the percenJage of the non-exempt AFDC caseload participaling in JOBS aI a 
poim in time) were estabiished lor fiscal years 1990 through 1995. States lace a reduced Federal 
maJch rate if tlwse standards are not met. In FY 1993 Stales were required to ensure thal aI least 
JJ % a/the rwn-aempt caseload In the State was participating in JOBS On an average momh). 7he 
standard increased to 15% /orFY 1994 and will rise to 20% lor FY 1995. 7here are rw standards 
specified lor the fiscal years after FY 1995. Individuals wha are scheduled lor an average 0/20 
haurs 0/ JOBS activities per week and attend lor at least 75% 0/ the ,scheduled haurs are countable 

"jor panicipation rate purposes. States are required to meet separate. higher participation standards 
for principal eamers in AFDC-UP families. For FY 1994. a nUmber of AFDC-UP parenJs equal to 
40 percenJ ofall AFDC-UP principal eamers are required to participaJe in work activities for at least 
16 haurs per week. 7he standard rises to 50 percem lor FY 1995, 60 percem lor FY 1996 and 75 
percemlor each a/the fiscal years 1997 and 1998. 

To transfonn the welfare systemjrom an Income support system inJo a work support system. the JOBS 
program must be expanded significanJly. 1his subS/amial 'increase in the number 0/ JOBS 
panicipanrs would be phased in over time. 

Specifications 

(a) 	 The JOBS program targeting requirements would be eliminated. The separate AFDC-UP 
participation standards in current law would remain in place. 

(b) 	 Individuals in self-initiated education and training activities (including, but not limited to, 
post-secondary education) would receive child care benefits if and only if such activities were 
approved through the JOBS program.· Costs of such education and training would not be 
reimbursable under JOBS. Child care and supportive services expenditures, however, would 
be matchable through IV-A and JOBS, respectively. 

(c) 	 The definition of participation would be altered by regulation such that an individual enrolled 
half-time in a degree-granting post-secOndary educational institution who was making 
satisfactory academic progress (as defmed by the Higber Education Act) and whose 
enrollment was consistent with an approved employability plan would be considered to be 
participating satisfactorily in JOBS, even if such a person were scheduled for fewer than 20 
bours of class per week:. 
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(d} 	 The definition of JOBS participation would be broadened to include working in jobs that met 
the minimum work standard (see above). 

(e) 	 The broadened definition of participation would include participation in a structured 
microemerprise program. As a.bave, satisfactOry participation in such a microenrerprise 
program would meet the JOBS participation requirement, even if the scheduled hours per 
week were fewer than 20. 

JOBS Participation ror the Not-Phased-In Group 

Specifications 

(I) 	 A State would b< required to eontinue providing services to • person already participating in 
lOBS as of the effective date, consistent with the employability plan in place as of that date. 

(g) 	 States would be given substantial flexibility regarding lOBS services for persons not in the 
Federally-delined plw;ed-in group (custodial parerus born after 1971), as discussed below: 

i. 	 A State would b< required to serve volunteers from the not-phased-in group to the 
extont !hat FederallOBSfueding was available (i.e., the State bad not drawn down iu 
full lOBS allotment). S..... would have the option of subjecting suoh lOBS 
volu....... to the lime lintit. A State would be required to desorib< in the State plan 
its polley with respect to volunteers. 

ii. 	 States could define the phased-in group more broadly, e.g., parents born after 1971 
and all new applicants (see EFFECTIVE DATIl ANI.> DE.INmON OP TIlE PHASED-lN 
GROUP 	 above). In addition. a State could require recipients who were not in its 
phased-in group to partioipate in JOBS, but could not apply the lime limit to sueb 
lOBS-mandatory persolU (as opposed to volunteers above). In other words, a Slale 
that defined the phased-in group as parents born after 1969 could require a person 
born in 1968 to participate in JOBS. and sanction such an individual for failure to 
comply. but that person would Dot be subject to the time limit. An individual in 
either the phased~in Ot the not-phased-in groups who met one of the deferral criteria 
could not be required to participate in JOBS. 

12. 	 JOBS FUNDING 

Current Law 

Under 	current law, the ccppt4 enflllement for JOBS Is distributed according co the number of lUlu/I 
retiplelUs in a Slate, relative to the number in all States. SUlle expenditures on JOBS are CUlTtnJly 
mmcheiJ aJ three different rates. Slates receIve Federal _ching}'wuIs, up 10 the SlaJe's 1987 WIN 
cllociltion. at a 9() perctnJ Federal match rate. E.'qMndiIures above the amoUN relmbursahle at )() 
percent are reimbursed at 50 percent, in the case 0/ spelflitng en administrative twI wcrk·reloJed 
supportive service COSIS, and ill the higMT of 60 percenJ. or FMAP In the case of the cost ofjutl-time 
JOBS program SlaJ! and other program expenditures (apart from spending on child CDI'e, which does 
not count against the JOBS IX1Pped allotment and is _cheiJ at FMAP). The JOBS ellllrlement 
(Federal funding) is capped", $1.1 blllwnfor FY 94, $1.3 billlenfor FY 95. and $1 billion for FY 96 
and each subsequent fiscal year. 
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Specifications 

(a) 

(b) 

(e) 

(d) 

(e) 

(I) 

The capped entitlement for JOBS would be allocated according to the average monthJy 
number of adult recipients (which would include WORK panicipants) in the State relative to 
the number in all States (similar to current law). 

The lOBS capped .nti~ement (Federal) would be set at Sl.7S billion for FY 1996 ($300 
million of w~ich would be designated for the Secretary', Fund; see below), $1.7 billion for 
FY 1997, Sl.S billion for IT 1993 and $1.9 bUlion for fiscal years 1999 througl12004. For 
fiscal y_ 2005 and each f!scaI year thereafter, the level of the cap would he set at $ 1.9 
billion adjusted fur iollation using the Consumer Price Ind••. 

The Federal match rate (for each SlaIe) for all JOBS expenditures under the proposed law 
would be set at the following levels: FMAP plus five percentage points, with a floor of 6S 
perce.t, for fiscal years 1996 and 1997; at FMAP plus seven percenlllge pOints, with a floor 
of 67 percent, for FY 1998; at FMAP plus nine percentage points, with a floor of 69 percent, 
for FY 1999; and at FMAP plus ten percentage points, with. floor of 70 percent, for FY 
2000 and each fIScal yw thereafter. Spanding for direct program costs, for administr:uive 
costs and for theeosts of transporl3!ion and other wort...e1ated supportive services (apart from 
child care) would all be matched at this single rate. The current law held barmless provision, 
under which expandi"""" up to a cerIJIin level are matched at 90 percent. would be 
eliminated. The enhan-eed match rate would become effective upon statewide implementation
of the new legislation, Statewide for this purpose would be defined as a number of persons 
subject ro the time limit that equaled or. exceeded 90lll of the Federally-<lefmed phased-in 
group. The numerator for this calculation would be individuals in the State's phased·in group 
who were subject to the time limit; the denominator would be 'custodial parents born after 
1971. A Slale would be eligible for the enhanced match rate prior ro reaching the 90 percent 
level if it bad in place an approved plan for achieving. within two years of initial 
implementation, that target. 

To qualify for the enhanced match. rate, a Slate', rotal ,panding (Slale share) for lOBS, 
WORK (matchable from the WORK ..pped entitlement) and for IV-A, Transitional and At
rusl: Child Care for a ,1ScaI year would bave to equal or exceed the SlaIe', total spending for 
lOBS and for IV-A, Transitional and At·rusk Child Care for Fiscal Year 1994 but could in no 
event be less than the total of such .pending for Fiscal Year 1993. 

If • State did not qualify for the enhanced match rate by meeting the requirements in (c) and 
(d) above, its Federal !!latch rate fur lOBS and WORK (WORK operational costs) for the 
ftscal year in question wnuld be reduced to a rate equal to the higher of FMAP and 60 
percent (for all JOBS sponding) and its Federal match rate for spending nn the child care 
programs for that fIScal year would he reduced to FMAP. 

A State would be permitted. beginning in FY 91, to reallocate an amount up to 10% of its 
combined lOBS and WORK allotments (WORK allotment from the capped entitlement) from 
its JOBS program to its WORK program and vice versa. The amount transferred could not 
exceed the allotment for the program from which the transfer was made. 
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EXAMPLE: 
A St....tt: with • 15 ml1li.on JOBS allotmcfit and .. $6 million t.lIotmMt (tom the WORK ~ cnt1tlemem (ICC WORK 
FlrNrmro below} ean ~ $1.1 mlllion from JOBS to WORK Qr vk.c ~el'M.. 'The StaI.ec f.n.ch thai q:cnding on the 
JOSS pro~ i.t NntI.i.n& hij;tw than upceI.td and so it opt.I to :eGlI~ $600,0XI' (rom WORK ~ lOBS. The SlAte 
an now dnw down up 10 $5.6 I'!1ill.iM. ralher than S5 mlllion. in Fcdcrsl fuAdin, for JOBS U.pt.tWiWfU, On the 
other hand. \be ~ 4*1 now ~.,e only $5.4 million in Federal matthirtg fund" at WORK t'I'IM.Ch nte (appcd 

mtitlcmcd). fur ~ Crt WORK CO&1&. 

(g) 	 If the Stales did Dot claim all available Federal JOBS and WORK funding (WORK capped 
entitlement) for a fiscal year, .. Stale could draw down Federal funda for JOBS and/or WORK 
in ...... of its allotments. The additional Federal funding would b. drawn from lb. 
unobligated balance QOBS and WORK money not spent by other States). A Stat. would bave 
to draw down its full allocations for both JOBS and WORK 10 b. abl. to draw down uospeot 

.funds beyond these alwtments (for spanding on either prOgrlllll). This would r"'luire 
legislative authority to distribute unobligated funds from one fiscal year during the subsequent 
fiscal year and to distribute unliquidated obligations from a fiscal year during. not the 
succeeding fiscal year, but the one after that (two years afterward). 

EXAMPLE, 
Durin,g Py 99. teYtn StaI.a ~ ()Q JOas and WORK It .. k:Yd lbar- 'WQJW "W 40Q FodeAl fundin,a. in CJ.QIIU a( 
thcU- aDotmetU. The Py 99 lOBS and,WORK ~ lot \be MVm S!.atu total,S100 million. but the level ()£ 
&.le mw:h eoouibWbd for the two progrt.mt wwld Ul&hle lM ~ ID dmw down $110 miI.Iioo in Pedeml funda. 
-'»cnt (be ~ Or:! sw. ~. fur • ~ of $10 rn1llio.tt. 'I1:Ic: kli:ilJ ~ of ~.u.aIcd JOBS anc:f 
WORK fUndm, tOf FY 99 (buod Oft $wc.a' IlAwina down lOBS aM WoRK ~ only up w the bel of lhcit 
.notment.} U $1 mllIitm. Bach ollho tJCVCtl St.t.lu would ~ 70 caa. lor CGh 601lu of ~ fundin.i it could 
JIO""fllyl1, ha~ drawn down Ix:yoGd lM level cf iu JOBS snd WORK~. Stu A. 1IIhieh would M~ draQ 
down an addIDonaJ $1 million in F=taI funding .oovt itt .nocationa, in the ablN:nc4 of VII ~. would 
n=ecivc S7OO.000 in additioMJ fe:de:nIJ Nndin,a. If the amount cf UfIOb1ip1cd JOBS and WORK fuMing CQ;~ 
$10 million, the te'W1i SWe.I would fCtCCi~ tho fuU $10 m.iU/.on in addiililIW Fodr::1"11 funding. 

(h) 	 If the rate of total unemployment in • State for a fiscal year e<jUaled nr exceeded the (total 
unemployment rate) trigger for extended unemployment compensation (currently 6.S percent). 
and the State's ",tal unemployment rate for Ibat fiscal year "'lualed or exceeded 11 0 percent 
of that rate for either (or both) of the two preceding fiscal yeatS. the State match rate for 
JOBS, WORK and At-Risk Cbild Care for that fiscal year would be reduced by ten percent 
(not by len percentage points; •. g., from 30 percent to 27 percent, Dot from :;0 percent to 20 
percent). The adjustment to the match rate WQuld become effective only if the State obligated 
sufficient funding to draw down its full allotments for JOBS, WORK and At-Risk Child Care 
at the pre-adjustment match rate. The State could then, as described above. draw down 
unspent JOBS and WORK fuods at the higber match rate. 

.EXAMPLE: 
S\atc A obliptcl fUfilCiml CUMUli to draw down ita (ull a.IloWionI for JOBS. WORK &tid At-Rid: Chili! Cue at tho 
~jUltmet!& fI'I4tch Btu. "t'hc Statt (tI6;k;h tW for JOBS and WORK u 25 9;;, iN l.OUl Sl.I:o QOOI.ribuUon to boU\ 
programa ill $1 mill.ion and iU t.ott.I F~ tlioont:nt f(lr both p1OgJ&ml i.t $3 million. if the unemployment Nt in 
StlW: A Cor tht: floSC&! )'W' u.~ the ttiuer ~ (dPctibcd «hovc). the Sla.c mmh '* would be ~~ (rom 
2S w 22..$ pesecnt. ~ A oould then ~y dRW down an additioaa.I $450,000 (13,45 m.illion ~ $3 
millkm) 	in Fedcral fund.. Refcrring to ~ CJI.I.IliPIe ..oon, 1M $450,000 would be pl.aced :it! !.he rooJ wiUt \be S (0 
million the ICVcn uon:mtntioned sw.e. COoJId ~,. mw down beyond ~ level (){ 1hcir rJl¢tmcnI.c. [f!he 
lJoobligaled ba!ance for the: fllea.! ,.elf ~ wfficiml. St.t.to A would rcecivc the (uU 5450,000 *,Id the fCYcn other 
$tt.tCI would ~ivc the full SIO million. If IIW.)(. each {)C tho<: eight .swe. would tw::illc , pro-fttcd a.rnount (c.g., 6S 
cen1.I on the dollar). 

. 
(i) 	 The capped entitlement fot' JOBS for a fiscal year ,¥"ould rise by 2.5 percent if the average 

national total unemployment rate for the last two quarters of the previous fiscal year or the 
flfst two quarters of that ItSCal year equaJed 7 percent. For each tenth of a percentage point 
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by which the national' unemployment rate for either of those two-quarter petiods exeeedcd 7 
percent. the cap would be _ed by an additiooal .•25 peieenc For example, if Ihe 
unemployment rate for the last twO quarters of the preceding r~cal year were 8. i percent. the 
JOBS cap fur the fIScal year would be increased by • tow of 5.25 percent (2,5 pereent for 
reacbing 7 percent plus an additiooal 2.7S percent for the t.l percentage points over 7). 
Each State', allotment would increase accordingly. 

In other words t a determination would be made at the beginning and in the middle of tbe 
Federal fIScal year as to whether Ihe JOIlS cap should be increased (i.e.. whether the 
unemployment trigger level bad been r..clled). If the cap were increased at the beginning of 
the year. an adjustment would not also be made at the middle of the y.... 

The same provision would apply to the capped entitlement for WORK (as described below) 
and to At-Risk Child Care, ' 

(j) 	 Funding for teen case management (see TEEN PARENTS above), would be provided Dot as a 
set-aside, but as additional dollars within the JOBS capped entitlement. . 

13. 	 SSMlANNUAL ASSESSMENT 

Specifications 

(a) 	 The State agency would be requited, on at least a semiannual basis, 'CO conduct a review of 
the employability plan for both lOBS participants and for deferred persons wbo had an 
employability plan in place, to evaluate progress toward achieving the goals in the plan. This 
assessment, which would be done in person, could be integrated with the annuaJ AFDC 
eligibility redetermination, Persons in deferred status found to be ready for participation in 
employment and training could b. assigned to the JOBS program following the assessment. 
Conversely. penoos in the lOBS program discovered to be facing very serious obstacles to 
partiCipation could be deferred. Other revisions to the employability plan would be made as 
needed. 

(b) 	 The assessment would entail an evaluation of the extent to which the State was providing the 
services ca11ed for in the employability plan. In instances in which the State was found nOt to 
be deHvering the specified education, training andlor supponive services. the agency would be 
required to take steps to ensure thal the services would be delivered from that point forward, , 

14. 	 TRANsmoN TO WoRXIWORK 

Specifications 

(a) 	 Persons would be required to engage in job search during a period of Dot less than 45 days 
(up to 90 days. at State option) before taking a WORK assignment. The emplOYability plan 
would be modified accordingly. In most cases, the job search would be performed during the 
45-90 days immediately preceding the end of the time limit. 

(b) 	 The State agency would be required to schedule a meeting with any recipient' approaching the 
end of the 24~month time limit at least 9Q days in advance of that individl,lal's readling the 
limit. The State agency would~ as part of the 9O-day assessment, cyaJuate the reciph:nt's 
progress and employability to determine if an extension were appropriate to, for example, 
complete a training program in which the recipient was currently enrolled (see EXTENSIONS 
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below). The State agency would be required to infonn the recipient, both in writing and at 
the face--to..face meeting, of the consequences of reaching the time limit-the need to register 
fur the WORK program in Qrder tQ be eligible for further support. in the fonn of a WORK 
assignment. Recipients would also be apprised of the requirement to engage in job searcll for 
the final 4S~9{) days and of the State~s extension policy. 

(c) 	 States would have the option of providing an additional month of AFDC benefits to 
individuals who found employment just as their· eligibility for AFDC benefitsllOBS 
participation ended. If nec<S$lIt)' to tide them over until the fu.t paycheck. 

(d) 	 The State agency would notify the ....ipient; either by phone or in writing. of the purpose and 
need fur the 91M!ay meeting. and the Stale agency would be required to make additional 
attempts at notification if the recipient failed to appear. 

(el 	 For pmo", r<-entering the JOBS program (including those previously ....igned deferred) with 
fewer than six months of eJJgibUity remaining, tbe development/revision of the employability 
plan coUld be considered the 9O-day meeting. if the requisite information were provided at 
that point. In the: case ,of an individual rHntering with fewer than 90 days of eligibility, the 
meeting would be held' at the earliest possible date. 

(I) 	 The semiannual assessment could be treated " the 9().day meeting. provided it fell within the 
final six months of eligibUity. Conversely. the 9().day assessment would meet the 
requirement for an semiannual assessmenL 

Worker Support . 

(g) 	 States would be en"",raged to use lOBS or WORK funds (from the capped WORK 
allocation; see below), to provide services designed to help persons who bad left the JOBS or 
WORK programs for employment keep those jobs. 

SetVlces could include case management. work~related supportive services. and job search and 
job placement assistance fat former recipients who had lost their jobs. Case management 
could entail assistance with money management;; mediation between employer and employee 
and aid in applying for advance payments o,f the EITC, Work~related supportive services 
could include payments ror licensing or cenifica1ion fees~ dothing or unirorms~ auto repair or 
other transportation expenses and emergency child care e:tpenses, 

IS. 	 EXTENSIONS 

Specifications 

(a) 	 States wouId be ~equired to grant extensions to persons who reached the time limit wiiliout 
having had adequate access to the services specified in the- emp10yability plan. In instances in 
which a State failed to substantially provide the services. including child care. called for in the 
employability plan, the State would be required to grant an eJttension equal to the number of 
months needed to complete the activities in the employability plan (up to a limit of 24 
months). States would be mandated to take the results of the semiarmuai assessment(s) into 
account in determining if servit(S were delivered satisfactorily. If an extension were granted 
on the grounds of inadequate service delivery, the employability pJan could be revised. as 
appropriate~ at that point. Disagreements about revisions to the plan would be subject to the 
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same dispute resolution and sanctioning proced.u:res as was the initial development of the plan. 

(b) 	 If the State agency and me recipient disagreed with respect to whether services were 
substantially provided and hence as to whether the recipient was entitled to an extension, the 
State agency would be mandated to inform the recipient of ber or his right to a fair hearing 00 

the issue. All hearings would be held prior to the end of the individual's 24 months of 
eligibility. 

(c) 	 In a fair hearing ,egarding a recipient" claim that be or she waS entitled IO an ..tensi.n due 
IO State failure to make availahle the seNi ... In the employability plan, the State would have 
to show what services were provided. A reo::ipient WQuld be entitled to an extension if the 
hearing officer found that the recipient was uoahle to complete the elements of the 
employahility plan because services, including ......aty supportive servi=l, were not 

,available for a significant period of time. If it were determined that adequate services were 
not provided, an extension would be granted and the recipient and State agency would revise 
the employability plan, as appropriate (see above). 

(d) 	 Penoos enrolled in a structured leaming program (including, but Dot limited 10, those created 
under the School·.,.Work Opportunities Act) would b. gramed an ..tellSio. up to age 22 for 
completioD of such. program. A structured leaming program would be defined as • program 
that begins at the sccoudaty sohool level end continues into a POSNiecoodaty program end is 
designed to lead to • degree end/or recognized akUls oertificate. Snch ..tell$lol1$ would oot 
COUDt against the ""I' on ..tellSiollS (see helow). 

(e) 	 Slates would also be permitted, but Dot required, to grant extensiollS of the time lindt und", 
the circumstances listed below, up to 10% of all adults and minor parents required to partici~ 
pate in JOBS and subject to the time limit. Extensions due to State failure to deliver services, 
as discussed above, would be counted against the cap. A State would. however, be required 
to grant an extension if services were not provided, regardless of whether the State was above 
or below the 10% cap. 

, 
(I) 	 For completion of. (JED program (extension lindted to 12 mooths). 

(2) 	 For completion of a certifica.te.granting training: program Or educational 
activity, including post-serondary education or a structured microenterprise 
program expected to enhance employability or income. Extensions to 
complete a two or four..year college degree would be conditioned on 
simultaneous participation in a work-study program, or other part-time work 
(for at least an avernge of 15 hours per week). 

The extension is contingent on the individual's making satisfactory academic 
progress. as defined by the Higher Education Act (extension limited to 24 
months). 

(3) 	 In cases of persons who are learning dlsabled t illiterate or who face Janguage 
barriers or other substantial obstacles to employment. This would include .a 
person with a serious learning disability whose employability plan 10 date bas 
been designed to address that impediment and who consequently has not yet 
obtained the job skills training needed to secure employment (extension not 
limited in duration). 
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The State agency would be required to set a duration for each extension granted. sufficient to. 
for example. fmish a training program already underway or, in the event of a State failure to 
,provide services, to complete the activities in the employability plan. 

(f) 	 States would be required to continue providing supportive services as needed to persons who 
had received utensions of the time limit. 

(g) 	 A State would be permitted, in the event of extraordinary circumstances, to apply to the 
Secretary to have its: cap on extensions raised. The Secretary would be required to make a 
timely response to such requests (see DllPEAAAL above). 

(h) 	 The Secreu.ry would develop and transmit to Congress (,.. DllPEAAAL above), by a specified 
date, recommendations regarding the level .f the cap on ••teosio..; the Secretary could, as 
mentioned above. recommend that the cap be raised, lowered or maintained at ten percent. 

16. 	 QUALIFYINO FOR AnomONAL MONTHS Of! ELlOIBu.rrY 

SpecjficlIiQIlS 

(a) 	 Persons who had left AFDC.. wid! fewer !hae six months or eligibility fur AFDe 
. benefits/JOBS participation remaining would qualifY for • limited number of edditional 
months of eligibility. to serve as a cushion. An individual in this category (fewer lhan 6 
months of eligibility remaining) would qualify for one additional month of eligibility for every 
four months during wbich the individual did Dot receive AFDe and was DOt in the WORK 
program. up to a limit of six months of eligibility at any time. 

(h) 	 Persons who left Ille WORK program would also be able to qualifY for up to 6 months of 
eligibility for AFDe benefitslJOBS participation, jus, as described in (a). 

(c) 	 Individuals r!?entering the AfDC program would be subject to the up~fron[ job search 
requirement. as described above under JOBS SERVICES. 
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Current law 

By statltlt JOBS must be adminisIered by tire lV·A agency. Stale lV·A agencies may delegale to or 
connaa (ellI"r through financial or non-/inandol agreements) with other entities such as JTPA to 
provide. broad range of JOBS services. 1he IV·A agency must retain overoll responsibility for tire 
program (Including program design, pollcy-maldng, estobllshlng progr"," paniclpation requirements) 
and tury DCtions thai Involve Individuals ~.dudi.g detenn.ina.tlon <If ewnption SlatuS, delenni_on oj 
good C<lUJe. app/lcal/on ofsanerlons, and fair hearings). 

HHSIACF makes grants to tire lV·A agency based on tire ollocatlonformu/a ourllned /II tire staJute and 
holds the IV·A agency occoUlllobie. for meenng parrltlpatlon and target group upenditure 
requirements as well as sobmilting oll necessary program and jlnancJoJ reports. 

JOBS and WORK wcuid be odministered by tire IV·A agency unless tire GoWlrnDr designaJes another 
entil)' to admillister the programs. If the Governor dtsignaJes on agency other thon the lV·A ag<ncy 
to t:dmiaIster JOIJSfWORK, then tury plan or other document sobmlrred to HRS to operale tire 
programs wculd be Jointly sobm/lled by tire adminlllrering tnlity ond tire IV·A agency. 

Based on the GoWlnwr's dtslg1W1icn. HRSIACF would 1nIII<e grants to tire administering entity and 
hold tho! entity responslbk for submllr/llg program and jlnancJoJ repans and meeting opproprioJe 
peifOl'1M1lce standards. 

In a Stat~ that el~as 10 operilU one-srop ClJretT Centers, JOBSIWORK would be required c(Jl11{JQ1lents 
oj1M ane--srop career ceNers. 

17, 	 OVElW.L AOMlNISl'RATION 

Specificatioos 

(a) 	 lOBS and WORK must be administered by the same State entity. 

(bl 	 The Governor may designate the agency to administer IOBSfWORK. In the absence of Ibe 
designation of another agency, the IV·A agency would adm/JIister JOBSfWORK. 

(c) 	 The Governor would determine whether the State had a State--wide One"'3lOp career center 
system. That determination would be made at least every two years, If the Governor 
detennined that the State had such a system, the 10BSIWORK program WQuid participate in 
the operation of the one~stop career centers. The Governor wou1d make onc"'8top career 
center services available to the participants in the JOBSIWORK components, 

(d) 	 If the Governor designated an entity other than the !V·A agency, then that agency and the IV
A agency would bave to enter into a written agreement ouUining their respective roles in 
carrying out IOBSfWORK. 

(e) 	 If the IV·A agency retained administration of lOBS, it would have the option of contracting 
with another entity or entities to carry out any and all functions related to JOBSfWORK. All 
contracts and agreements with sucit entities would be written. 
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(I) If the Governor designated an entity other than the IV·A agency, Illen tha' agency and Ille IV· 
A agency ",'QuId be required to jointly submit any plan required to operate JOBSIWORK to 
Ill. Seoretary of HHS. 

(g) Upon notification by the Governor of the designation of an entity other tllan the IV·A agency 
to adminjster 10BSIWORK. the Department of Health and Human Services would make all 
grant awards and hold accountllble for all fmancial and reporting requirements Ill. designated 
entity. 

18. SPECIFIC REsPONSIBILmE.$ OP THE IV"A AOENCY 

Soecifications 

(a) No matter wbich entity has responsibility for IOBSIWORK, the IV·A ageney must retain 
responsibility for: 

(1) Determining eligibility for AFDC; 

. (2) Tr.oIdng and notifying famllies SUbject 
eligibility; 

to the lime limit of months left of 

(3) Applying ,anclin ... ; 

(4) Making supplemental payments to eligible WORK partICIpant> and 
detennining continuing eligibility for WORK and for AFDC payments; 

(5) 	 Notifying the JOBSIWORK agency at least 120 days before an individual's 
two-year time limit was up SO Illat appropriate step. (e.g .. job searcll) could 
be taken; and 

(6) 	 Holding fait hearings regarding time limits. and ash benefits, 

19. 	 OrnER AREAs OF REsPONSIIllLm' 

Specifications 

(a) 	 In States where an entity other th~ the IV-A agency is responsible for JOBSlWORK. we 
propos.e to give States the flexibility to determine how the followiog functions are earried out. 
The State' plan would have to contain specific information detailing how the State intended to 
cany out the following functioruo: 

(1) 	 Determining deferral status; 

(2) 	 Granting extensions to the time limits; and 

(3) 	 Providing secondary reviews and hearings on issues specifically related to 
JOBS or WORK participation. 
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WORK 


Current Law 

There Is at prc.senJ under 1lJle N no work program of the type envlslorled here. Stares are prese11l1y 
permitted to operQJe on-the-job training. work supplemenJaJion and community work experience 
progroms as pfJl'l of the JOBS program ISection 482(t) and 482(J). Social Security Act. 45 CFR 
250.61. 25Q.02, 250.63). Regulillions. however, apliclIly prohibit States from operating 0 program 
afpublic service employ,",'" under the JOBS umbrello (45 CF1/ 250.47). 

The focus of the tronslIiclUll asslstQllte program would be helping people move from .../fore to 
unsubsld/wl employmnu. The two-yem tlmL limIt for cash assistonce not contingeN on work Is pfJI'I 

Of this effort. SOmL reclpieN' wIlI,however, reoch the two-year tinM limit whoUl hoving lound • 
Jab, despite having participated sllliifaClorlly in the JOBS program. We are committed /{1 providing 
them wUh the oppornmity /{1 work to help 'IlPPDrt their lamilies. The design 01 the WORK program 
wUI be guided by 0 principle central If) the reform effort, thaJ persons who work should be no wurst 
offdum these who are not working, 

The WORK program would make work asslgnmenlr (herel!fter WORK assignments) in the public. 
prlvale and con-profit sectors lW<liIuble to persons who hIlIi ""chilli the tinM limIt. States would be 
required to creOle Q mJnimum number 0/ WORK assignments. but would otherwi.se be given 
conslderuble flexibility in the upendlture 01 WORK program funds. For example, States would be 
permitted to contract with private firms and no/for-profits to place persons in subsidiud or 
unsubsiiiiudprivate seaorJob" 

The WORK program would tube the form of a W<Jrk-/or-wagu struClW'e. ParticipaN' in WORK 
assignmLnlr would he paid for hours worked: individual, who missed ""'* would nat be paid for 
thest holdS. 

Definition: The terms ·WORK assignment~ and "WORK position" are dermed as a job in the public, 
private or not~for""Profit sectors to which an individual is currently assigned UDder the WORK 
program, 

20, EsrAllLISHMENT OF A WORK PRooRAM 

Specifications 

(al Each Slale would be required I/) operate a WORK program maklng WORK assignments 
3wailable to persons who had reached the 24-month time limit for AFDC benefitS not 
oonditioned upon work:. 
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21. 	 WORK FUNDING 

Specifications 

(a) 	 There would be !WO WORK program funding streams: 

I) 	 A capped entitiement which would be distributed 10 Stat.. according 10 the 
sum of the average monthly number of persons required to participate in JOBS 
(and subject to the time limit) and the average monthly number of persons in 
the WORK program in a State relative to the number in all States. 

2) 	 An uncapped entidement 10 rebobuesc States for wages paid to WORK 
program participants, which would include wage subsidies to private, for~ 
profit employers. 	 . 

The capped entitlement would be for WORK operational «>sIS, which would include 
"'Penditur.. to develop WORK assigtunents, placement bonuses to con""""''' lUld spending 
on other WORK progr~ services $ucb as supervised job search, 

(b) 	 A State wOuld receive matching funds, up to the amount of the capped allocation, for 
expenditures for WORK operational costs at the WORK match rate. which would be. set at the 
same level as the JOBS match rate (as described in JOBS FuNDING above). For explUlditures 
OD wages to WORK pa.rticipantS~ including wage subsidies to private employers, a State 
would be reimbursed at its FMAP. 

EXAMPLE: 	 S_ A's allocation (annual) from Ibe capped WORK entitlement fur FY 99 is 
$U million. The S_'s WORK (lUld JOBS) match rate is 75 perrent and its 
FMAl' is 50 percent. The S_ spends. total of $S.Z millio. on the WORK 
program-$1.6 million to develop the WORK assignments. make performance
based payments to placement contractors, and provide job &ean:h services and 
$3.6 million 011 wage subsidies to pdvate employetS and wages for WORK 
partieipants in the public and Dot·fofilrofit sectors. State A would be 
reimbursed for the $1.6 million in spending on operational costs at the 75 
percent capped allocation match ratc. for a total of $1.2 million in reimbufs&
ment at that rate. For the $3.6 million in expendit\lres on WORK wages. the 
State would be reimbursed at the FMAP. for $1.8 million in Federal doUars 
from Ibe uncapped stream and • total of $3 million in Federal matching funds. 

As discussed in lOBS FUNDtNO above. the enhanced match rate wou1d become effective upon 
statewide implementation of the new legislation~ provided tbe State met the maintenance of 
effort requirement -concerning its total spending for lOBS. WORK and for IV-A; Transitional 
and At-Risk Child Care. Prior to statewide implementation, the WORK match tate would be 
set at the high~ of FMAP and 60 percent. 

(c) 	 The WORK capped entitlement would be set at $200 million for FY 1998, $700 million for 
FY 1999, Sl.l billion for FY ZOOQ, $1.3 billion for FY 2001, $1.4 billion for FY 2002, $1.6 
bUlio. for FY Z003 and $1.7 billion for FY 2004. For fiscal year 2005 and each fIScal year 
thereafter, the level of the WORK capped e.titlemen. would be set at S1.7 billion adjusted for 
inflation by the Consumer Price Index (CPI) and fer the increase over time in the relative size 
of the phased~in group. 
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(d) 	 As discussed above (see JOBS FUNDINO), a State would be permitted to reallocate up to 10% 
of the combined lOla! of its JOBS and WORK a1lounents from its JOBS program 10 its WORK 
program, and vice versa. A State would be permitted to reallocate up to 10% of its JOBS 
funding for FY 97 (the year prior to implementation of the WORK program) to cover WORK 
program start-up costs. 

(e) 	 If, as described in JOBS FUNDING, the States were not able to claim all available FederaJ 
JOBS and WORK funding (WORK capped entitlement) for a fiscal year, a Stale would be 
able to draw down Federal funds, for WORK spending on operational costs, in excess of its 
allotment from the capped entitlement. 

(f) 	 As discussed in JOBS FUNDING above, if the rate of lOla! unemployment in a State for a fiscal 
year equaled or exceeded the (total unemployment rate) trigger for an extended benefit period 
(currently 6.S percent), and the State's total unemployment rate for that fiscal year equaled or 
exceeded 110 percent of that rate for either (or both) of the two preceding flScal years, the 
State match rate for JOBS, WORK and At-Risk Child Care for that fiscal year would be 
reduced by ten percent. 

(g) 	 The capped entitlement for WORK for a fiscal year would rise by 2.S percent if the average 
national total unemployment rate for the last two quaners of the previous fiscal year or the 
first two quarters of that fiscal year equaled 7 percent. For each tenth of a percentage point 
.by which the national unemployment rate for either of those two-quaner periods exceeded 7 
percent, the WORK cap would be increased by an additional .25 percent. (identical to the 
provision concerning lifting the cap on JOBS funding; see JOBS FUNDING) 

22. 	 FLEXIBILITY 

Soecifications 

(a) 	 States would enjoy wide discretion concerning the spending of WORK program funds. A 
State could pursue any of a wide range of strategies to provide work to those wbo bad 
reached the two-year time limit, including: 

• 	 Offer wage subsidies and other incentives to for-profit, not-for-profit and 
public employers; 

• 	 Execute performance-based contracts with private firms, not-far-profit or 
public organizations to place WORK participants in unsubsidiz.ed jobs; 

• 	 Make payments to not-for-profit employers to defray the cost of supervising 
WORK participants; 

• 	 Support microenterprise and self-employment efforts; or 

• 	 Make payments to Dot-for-profit employers and public agencies to employ 
participants in temporary projects designed to address community needs, such 
as projects to enhance neighborhood infrastructure and provide other 
community services, or to employ participants as, for example, mentors to 
teen parents on assistance. 

• 	 Employ WORK participants as child care workers or home health aides. 
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The approacbes alxwe would be listed in statute as examples. but States would not be 
restricted to these strategies. . 

23. 	 LIMITS ON SUBSIDIES TO EMPLOYERS 

Specifications 

(a) 	 An individual could hold. patti""lar WORK assignment (I ••• , the WORK subsidy could be 
paid) for no more til.. 12 months. Ideally, after the subsidy code<!, the employer would 
retain the WORK pMticipant in 'unsubsidized employment. After eompleting an assignment, 
an individual could not be reassigned to the same WORK position. 

(b) 	 The Secretary may adopt, as necessary. regulations to assure the appropriate use of the wage 
subsidy (e.g., to pr."ent fraud arul abllSe). 

Specifications 

(a) 	 The agency administering the WORK program would be required to coordinate delivery of 
WORK services with the public. private and not~f()r-profit sectors, induding local 
government, large and small businesses, United Ways. voluntary agencies and rommunity~ 
base<! org..izatioll$ (CBOs). Particular attention should ho paid,to involving !he bread!h of 
the eommunity in !he development of tile WORK program in that lOcality, 

{b) 	 The State would be required to designate in the State plan. Or describe a process for 
designating. bodies to serve as: WORK advisory/planning boards for each I1PA Service 
Delivery Area in the State (or for such Jarger or smaller area as the State deems appropriate). 
The WORK planning board, which could be either an existing: or a new body. would assist 
the administering entity in operating the WORK program in that area. The St2te would be 
mandated to involve local elected officials in the designation or establishment of such boards. 

The planning board would work in ronjunction with the WORK program agency to identify 
potential WORK assignments and opportunities for movement into unsubsidi2ed employment. 
and to develop methods to ensure compliance with the requirements relating to nondisplac:em
ent, working conditions and "Coordination (as described in this section). WORK planning 
boards would have to include union and private, public (including units of general purpose 

• local government) and not-fOf-profit (including CBOs) sector representation. 

(e) 	 St2tes would bave to eslablish • process by which WORK pl3llning hoards ""uld submit 
comments regarding the development of the State plan, 

(d) 	 The WORK agency would be required to include in the State plan provisions for coordination 
with the State comprehensive reemployment system (including the Employment Service) and 
other relevant employment and public service programs in the public, private and DOt~for

profit sectors, including efforts supported by the Job Training Partnership Act or the National 
and Community Service Tf\lSt Act of 1993. 
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25. 	 R.!rrIDmON RECORDS 

Specifications 

(a) 	 Stales would be required to ~etp • record of lIle rate at whicb employers (public, private am! 
Dot-for-profit) retained WORK program participants (after lIle subsidies ended), Similarly, 
States would be mandated to monitor the performance or placement flnns. 

26. 	 NONDISPI..ACEMENT 

(a) 	 The ..;igument of a participant to • subsidized job under lIle WORK program would not

(I) 	 result in me displacement of any currearly employed worker, including partial 
displacement such as a reduction in the hours of oon--overtime work, wages or 
employment beoefits; 

(2) 	 impair existing contracts for services or collective bargaining agreements; 

(3) 	 infringe upon the promotional opportunities of any currently employed 
worker; 

(4) 	 result in the employment of the participant or ftlling of a position when 

(a) 	 any other person is on layoff, on strike or has been lod:ed out from, 
or has recall rights to, the same or a substantially equivalent job or 
position with the same employer; or 

(b) 	 Ill. employer bas terntlnated any regular employee or otherwise 
reduced its wad:· force with the effect of filling the vacancy so eteated 
with such participant; or 

(S) 	 result in filling a vacancy for a position in a State or local government agency 
for which State or local funds have been budgeted and are avaiiable. unless 
such agency bas been unable to fill such vacancy with a qualified applicant 
through such agency's regular employee selection procedure during a period 
of not 1= than 60 <lays. 

(b) 	 A participant would not be assigned to a position with a private. Dot-for-profit entity to carry 
out activities that are the same or substantially equivalent to activities that have been regularly 
carried out by a State or local government agency in the same local area, unless such 
placement meets the noruHspJacement requiremeDts described in this section of the 
specifications, 
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(c) 	 No partIcipant would be- assigned to a position to perform work: under a contract for services 
for the first 90 days after the commencement of such contract jf such contract immediately 
succeeds a contract for services under which an employee covered by a collective bargaining 
agreement performed the Sante or substantially similar work for another employer. 

27. 	 GruEvANC£, ARBITRATION AND REMEotES 

Specifications 

(a) 	 Each State would establish and maintain grievance procedures for resolving complaints by 
regular employees or their -representatives alleging violations of the nondisplacement 
provisions described above and the requirements relating to wages, benefits or working 
conditions described in these. specifications. , 

(b) 	 Hearings on any grievance filed pursuant to the provision above would be conducted within 
30 days of the fiUng of such grievance and a decision would have to be made within 60 days 
of the filing. Except for compl';nts alleging fraud or erinlinal activity •• grievance would be 
made not later than 45 days after the date of the alleged occurrence. 

(c) 	 Upon receiving a decision. or. if 60 days bas elapsed without a decision being made, a 
grievant may do either of the following: 

(1) 	 f"de an appeal .as provided for in the State's procedures or in regutations 
promulgated by the SecrelM)'. or 

(2) 	 submit such grievance to binding arbitration in accordance with the provisjons 
of this section. 

Arbitration 

(d) 	 In accordance with the appeal/arbitration provision above, on the occurrence of an adverse 
grievance decision. Ot 60 days after the ruing of such grievance if no decision bas been 
reached, the party filing the grievance would be permitted to submit such grievance to binding 
arbitration before a qualified arbitrator who was jointly selected and independent of the 
interested parties. 

(e) 	 If the parties could not agree on an arbitrator, the Governor would appoint an arbitrator from 
a list of qualified arbitratOrs within 15 days of receiving a request for such appointment from 
one of the parties to the grievance. 

(f) 	 An arbitration proceeding conducted as described here would be held nat later than 45 days 
after the request for such arbitration, or if the arbitrator were appointed by the Governor (as 
described above) not later than 30 days after such appointmeol. and a decision concerning 
sucb grievance would be made not later than 30 days after the date of s.uch arbitration 
proceeding, , 

(g) 	 The cost of the arbitration proceeding conducted as described here would in general be 
divided evenly between the parties to the arbitration. If a grievant prevails in such an 
arbitration proceeding, the party found in violation would pay the. total cost of such 
proceeding and the attorney's fees of the grievant. 
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(h) 	 Suits to enforce arbitration awards uoder this section may be brought in any district court of 
the Uruted States baving jurisdiction over the patties. without regard to the amount in 
controversies and without regard to the citizenship of the parties, 

Remedies 

(i) 	 Remedies for a grievance med under this sec.ion ineiude

(I) 	 ,uspenslon of psymenls for ...istance under this title; 

(2) 	 the termination of such paymeolll; 

(3)' 	 the prohibition of Ibe pi""""", •• of a participant; 

(4) 	 reinstatement of a displaced employee '" Ibe position beld by such employee 
prior to displacement; 

(S) 	 payment of lost wages and benefilll of the displaced employee; 

(6) 	 reestablishment of other relevant terms, conditions and privileges of the 
displaced employee; and 

(7) 	 such equitable relief as: is necessary to correct a. violation or to make a 
displaced employee whol•. 

28. 	 WRl'1'1'EN NOTIFICATiON OF LABOR OROANlZAnONs 

Specifi<ations 

(a) 	 No WORK position could be established with an employer unless the local labor organization 
representing employees of such employer wbo were engaged in the same or substantially 
simi1ar work as that proposed 10 be tarried out under such position had been provided written 
notification of the initial assignment of a participant to such a position Dot Jess dlan 30 days 
prior to the COmmencement of such an assignment. No such notification would be required 
with respect to the subsequent assignment of participants to the same position with the same 
employer. 

(b) 	 If a local organization which was provided notice of an assignment pursuant to (3) above 
Objected to an assignment of a participant on the basis thar: such assignment would violate the 
requirements relating to nondisplaeemeOl t wages, benefits or working conditions as described 
in these specifications, such organ.iz.ations could, as an alternative to the grievance procedures 
as described above, file a complaint pursuant to an expedited grievance procedure. Such 
expedited procedure would be carried Out in accordance with the binding arbitration 
procedures described above, except that

0) 	 the request for arbitration would have to be filed within 30 days of receiving 
written notice 

31 




(2) 	 the arbitratOr would be jointly selected by the parties not later than 10 days 
after the request for arbitration, ort if the parties were unable to agree. 
appointed by the Federal Mediation and Conciliation Service (or another 
entity, if agreed to by the parties) not later than 15 days after the requ..t for 
arbitration, and 

(3) 	 the arbitration proceeding would be conducted and a decision. issued not later 
than 30 days after the request for arbill'lltion. 

(c) 	 If a Ioeal organization tiled • complaint pursuant to the expedited grievanee procedure 
described in this section of the specifications, a participant could not be plaeed in the 
prospective WORK position that was the subject of the complaint until it was determined, 
pursuant to the expedited grievance procedure, that such placement would not be in violation 
of any of the relevant provisions in these specifications. 

29. 	 WORK EuOIlllUTY CluTERJA ANI) REOImlATION PROCESS 

Specificatjons 

(a) 	 Recipients who bad reaebed the two-year time limit for AFDC benefits not contingent upun 
work and who otherwise met die AFDC eligibility criteria (e.g.. income and asset limits) 
would be eligible to enter the WORK program. 

(b) 	 States would be mandated to describe the WORK program, ineluding the tenDS and eoeditions 
of participation,. to all recipients at least 90 days before they were slated to reach: the 24
month time limit (see TltANm'ION TO WoRKfWORK above). Recipients wbo had reached the 
24-month time limit would be required to register for the WORK program in order to be 
eligible: for either a WORK assignment or for AFDC bendits while awaiting a WORK 
position ( ... ALLocATION OF WORK AssloNMEN'l'SIlN'TERrM ACI'lVITIE$ below). 

(c) 	 States would be required to establish. regimaticn process for the WORK program. The 
registration process would in general include an assessment for the purpose of matching the 
participant with • WORK assigruoent which the individual bad the ability to perform and 
which would assist him or her in securing unsubsidized employment. The agency would be: 
expected to draw upon an individual's JOBS case record in making such an assessment. 
S""es would be prohibited from denying an eligible individual (as described above) entry into 
the WORK program. provided be or she: followed the registration procedure. 

(d) 	 Only one parent in an AFDC-UP family would be required to participate in the WORK 
program. States wO'uld, however. bave th.e option of requiring both parents to panicipate, 

ee) 	 An individual whO' bad exited the system after baving reached the time limit or after baving 
entered the WORK program. but had not qualified for any additional months of AFDe 
benefits/JOBS participation (see QUALIFYlNO FOR ADnmONAL MONniS OF EUGIBtlJTY 
above) would be permitted to enroll, or re-enroll, in the WORK program. 

EXAMPLE; 
A WORK propn p&rtieip&nt fum • prillate ~r job and Iea...a the WORK ~. but ia Wit ell ...fUr jult OM 
mOOth, bef~ q\\&lifyin& (or .ny monIht ru AFDC bcndiWJOBS ~ip.uiw.1 <_ I.OOvll), 'IltU ptflK)n would be 
eligible fur ~ WOB,K prognsm. 
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(t) 	 States would be required, for persons in WORK ass.ignm.ents. to Conduct a WORK eligibility 
determination (similar tD an AFDC eligibility determination in all respeets, except that WORK 
wages would not be included in countable income; see below) on a semiannual basis. If the 
circumstances of an individual in a WORK assignment changed (e.g" increase in earned 
,income, marriage) such that the family were 00 longer eligible for AFDC, the participant 
would be permitted to remain in the WORK assignment until the semiannual redetermination. 
An individual found tD be ineligible for the WORK program as of the redetermination, 
however, would not be permitted tD continue in that WORK assignment. Persons fotted to be 
ineligible for the WORK program would not bave access to a WORK assignment, other 
WORK program services or to the AFDC benefits provided to persons in the WORK program 
wbo were not in WORK wigomeots. 

(g) 	 WORK wages would not be included in countable income fur purposes of dotemumng WORK 
eligibility. WORK wages would be included in countable income fur purposes of calculating 
any supplemental AFDC benefit (see below). 

30. 	 ALLOCATION of WORK A.ssIONMENTSilNTERIM ACTIvm£S 

Specifications 

(0) 	 The entity administering the WORK program in a locality would be required to keep an 
updated tally of all WORK registrants awaiting WORK assignments (as opposed to, fur 
example, WORK participants who bed been referred to a placement contractor). WORK 
pOSitions would not be- allocated strictly OD a first~me. first~served basis. An individual 
whose sanction period had just ended would be placed in a new WORK assignment as rapidly 
as possible. < Among other WORK participants, persons new to the WORK program would 
bave priority for WORK assignments over persons wbo bad previously held a WORK posi· 
tion. 

(b) 	 States would have the option of requiring persons who were awaiting WORK assignments to 
participate in other WORK program activities (e.g., individltal or group job search, manging 
for child care. self-initiated activities), and to establish mechanisms for monitoring 
panicipation in such activities. Persons in tbis waiting $talUS could incl\lde WORK 
participants who had completed an initial WORK assignment without finding unsubsidized 
employment. participants whose assigrunents ended prematurely for reasons other than the 
participant's misconduct, and individuals awaiting a bearing' concerning misconduct, 
Individuals who failed to comply with such participation requirements would be subject to 
sanction as described below (see SANCTIONS). 

(e) 	 StateS wouid be required to provide eb.ild care and other supportive services as needed to 
participate in the interim WORK program activities (described above). 

(d) 	 The family of a person who was in the WORK program but oot in a WORK assignment (e.g., 
awaiting an assignment or in an alternate WORK activity) would receive AFDC benefits. 
provided that the individual were complying with any appUcabJe-,requirements (as described 
above). 

(e) 	 Participants who left a WORK assignment fur good caUse (see SANC'I10NS below) would be 
placed in another WORK assignment or enrolled in an interim or alternate WORK program 
activity (e,g., job search until a WORK assignment became available). Such persons and 
their families would be eligible for AFDC benefits {as outlined above). 
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(f) 	 In localities in which the WORK progrmn was administered by an entity olller than the IV-A 
agency, Ill. IV-A agency would still be responsible for AFDC benefilS to families described 
in 100d). States would not b. permitted to distinguish betw_ such families and other AFOC 
recipients with respect to the determination of eligibility and calculation of benefits-States 
could not apply a stricter standard or provide a lower level of benefits to persons on the 
waiting list. 

31. 	 HOURS ,OF' WORK 

SpecificatioDs 

(a) 	 States would have Ille flexibility to determine Ille number of hours fur eaell WORK 
assignment. The number of bours for a WORK assignment could vary depending 00 the 
nature of the position. WORK assignments would have w be for at least an average of 15 
bOUfS per week during a month and for DO more than an average of 40 hours per week during 
a month. 

Each State would be required~ to the extent possible. to set the hours and wage rates for 
WORK assignments such that the wages from a WORK assignment represented at least 75 
percent of the total of the wages and AFDe benefits received by a WORK participant. This 
would be a State plan requirement. 

32. 	 EARNINGS SUPPLEMENTATION 

Soecifications 

(a) 	 In instances in which the family income of an individual who had reached the time limit and 
was working in either a WORK assigwnent or an unsubsidized job that met the minimUDl 

work standard was not equal to the AFOC benefit for. family of Illat size, the individual and 
hislher family would receive an AFDC benefit sufficient to leave the family DO worse off than 
a family of the same size that was on AFDC and had no earned income. 

(b) 	 With respect to eligibility and benefit determination, AFDe benefits for families described in 
(a) above would be identical to AFOC beoefllS for persons who had not reached the two-year 
time limit. except that the supplemental AFDC benefit would not be .adjusted up due to failure 
to worle: the set number Qf hours for a WORK assignment. 

(c) 	 The work expense disregard for the purpose of calculating any supplemental AFDC benefit 
would be set at the same level as the standard SI20 work: expense disregard. States which 
opted for more generous earnings disregard policies would be permitted but not requited to 
apply these poJicies to WORK wages. 

33. 	 TREATMENT OF WORK WAGES wrrn REsPscrTO BENEFIT' AND TAXES 

Specificatipns 

(a) 	 Except as otherwise provided in these specifications. wages from WORK assignmellts would 
treated as earned inoome with respect to Federal and Federal-State assistance programs other 
than AFDC (e.g., food stamps, 55I, Medicaid, public and Seelion 8 housing). 
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(b) 	 WORK registrants and their families. would be treated as AFDC recipients wim respect to 
Medicaid eligibility•. I••.• they would be catagotlcally eligible for Medicald (pending 
implementation of the Hcalth Security Act). Persons woo left the WORK program fur 
unsubsidized employment would, as with former MDe recipients, be eligible for transitional 
Medi.aid. 

(e) 	 Persons in WORK assignments would be subject I<> FICA taxes. States would be requited I<> 
ensure that the corresponding employer contribution fur OASDI and HI was made. either by 
the employer or by the emity administering the WORK program (or through another method). 

(d) 	 Earnings from WORK positiollS would DOt be subject '" tax. would not be treated as earned 
income or incInded in adjusted gross income for purposes of calculating the Earned Income 
Tax Credit, and would not be treated as qualified wages fur purposes of the Targeted lob. 
Tax Credil. . 

(e) 	 The employment of participants under the WORK program would nol be sub]e<! to the 
provisions of any Federal or State unemployment compensation law. 

(f) 	 To the extent that a State workers' compensation law were applicable, workers' tompensation 
in accordance with such law would be available with respect to WORK participants. To the 
extent thai such law were not applicable. WORK participlllllS would be provided with medical 
and accident protection for on.-.site injury at the same level and to the same extent as that 
required under the relevant State workers' compensation statute. 

l 

(g) 	 WORK program funds: would not be available for contributiOn! 10 a retirement plan on behalf 
of any participant. 

(h) 	 With respect '" the distribution of child support. WORK participants would be treated exactly 
as individuals who bad reached the time Jimit and were working in unsubs1d1zed jobs meeting 
the minimum work standard. In instances in which the WORK participant were receiving 
AFDC benefits in addition 10 WORK wages. child ,upport would be treated just as it would 
for any other fami!y receiving AFDe benefits (generally. a $50 pass-through. with the TV-A 
agency retaining the remainder to offset the oost of the supplemental AFDC benefits). 

34. 	 SupPORnvn SERVICESIWORKER SUPPORT 

Specifications 

(a) 	 States would be required to guarantee child care for any person in a WORK assignment~ as 
with lOBS program participants under current law (Section 402(g){I). Social Security Act). 
Similarly, States would be mandated to provide other work-related supportive services .as 
needed for participation in the WORK program (as with JOBS participants. Section 402(g)(2). 
Social Security Act). 

(b) 	 States would be permitted to make supportive services available to WORK participants who 
were engaged in approved education and training acthrities in addition to a WORK assignment 
or other WORK program activity. In other words. a State couJd, but would not be required 
to, provide child care or other 'supportive serviees to enable a WORK participant to, for 
example, also take a vocational education course at a community college. 
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35. 	 WAGES AND WORJON'O CONDmONS 

SD.ecificatjQns 

(a) 	 Participants employed under the WORK program would be compensated for such employment 
in accordance with appropriate law, but in no event at a rate less than the higbest of

(I) the Federal minimum wage specified in section 6(0)(1) of the Fair Labor Standards Act of 
1938; 

(2) the rate specified by the appropriate State or local minimum wage Jaw; 

(3) the rate paid to employees of the same employer performing the same type of work and 
baving similar employment tenure with such employer. 

(b) 	 Except as otherwise provided in these speeificatioJlS., participants employed under the WORK 
program would be provided benefits, working conditions and rights at the same level and to 
the same extent as other employees of the same employer performing the same type of work 
and baving similar employment tenure with such employer. 

(e) 	 Employers would be expected Ui provide WORK participants health insuran.. coverage 
comparable to that provided other employees of that same employer performing the same type 
of work (with Medicaid serving as the secondary payer). WORK program funds would be 
available to subsidize the employer sbare of the cost of health insurance coverage. Exceptions 
to this requirement could be made in cases in which the provision of such coverage would be 
inordinately expensive or otherwise onerous. 

NOTE; Under current law. a Medicaid recipient is required (if cost effective) to enroll in a 
health pJan offered by an employer, and the State is required to use Medicaid funds to cover 
the fun employee share (e.g., premiums. deductibles, copayments) of the cost of such health 
care coverage. Cost effective is defined as resUlting in a net reduction in Medicaid 
expenditures. 

(d) 	 Employers would not be requited to make contributions to retirement systems or plans on 
behalf of WORK participants. 

(e), 	 All participants would be entitled to a minimum number of sick and personal leave days. to 
be established by the Secretary. These would be provided by the employer, if they were 
provided to other comparable employees (employers may offer more days). The agency 
administering the WORK program would be required to design a method of providing the 
minimum number of sick and personal days to WORK participants whose employers did not 
provide such a minimum Dumb~r. A person in a WORK assignment who bearne ill and 
exhausted her or his sick leave. or whose child required extended care, would be deferred 
from the WORK program if he or she met the deferral criteria. 

(I) 	 A parent of. child conceived wbile the parent was in the WORK program (and/or 00 AFDC) 
would be deferred for a twelve-wee. period following the birth of the child (or sucb longer 
period as is consistent with the Family and Medical Leave Act of 1993). 
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(g) 	 Health and safety standard. established under State and Federal law that are otherwise 
applicable to the working conditions of employees would be equally applicable to the working 
oonditions of WORK participants. 

36. 	 SANCTloHsiPENALTJES (JOBS AND WORK) 

Current Law nonS) 
, 

The sanction/or thejirsl wtance of/allure to participate in JOBS as required (or faIlure to accept a 
private tector job or oI1rer occurrence ojnoncompliance) Is the loss ojthe non·complianJ individual's 
zhare oj lhe grant U1IIiJ the jailure /0 comply ceases. The same sanction Is Imposed, bUl jor Q 

minimum oj J months, jor the second jallure 10 comply oJtJi jor " minimum oj 6 months jor all 
sobsequ£1lI Instances oj non-compiiam:e. The State, however, cannot sanction an individual jar 
r¢s/ng to accepl an offer ojemp!oynum!, If that empioymelll would resullin Q net loss oj Income jor 

,the jamlly, 

For sanctioned AFDC-UP jamilies, both parellIs' zhares cue deducted from the jamily's grant, ualess 
the second parenl Is participaring in lhe JOBS program. 

Specjfications 

JOBS Sancti .... 

(a) 	 A State's conciliation policy (tD ,,,,,,I,,,, disputes concerning JOBS participation only) could 
take one of the following two forms: 

(i) 	 A conciliation process that meets standards established by the Secretary; or 

(ii) 	 A process whereby a recipient is notified~ prior to the issuing of a sanction notice, 
that he or she in apparent violation of a program requirement and that be or she has 
to days to collt.aa the State agency to explain wby be or she is not out of compliance 
or to indicate intent to comply. Upon contact from the recipient, the State agency 
would attempt to resolve the issue and would have option of not imposing the 
sanction. 

(b) 	 Individuals sanctioned within the JOBS program would still have access tD other available 
services, including JOBS activities, child care and Medicaid. Sanaioned months would be 
COunted against the 24-montb time limit. 

(c) 	 The sanction for refusing, without good cause, an offer of an unsubsidized job meetmg the 
minimum work standard would be changed from the current penalty (removal of the adult 
from the grant) to loss of the family's entire AFDC benefit for 6 months or until the adutt 
accepts a job offer. whichever is shoner. The Secretary would promulgate regulations 
concerning good cause for refusing a private sector job offer (see SANCTIONS below). 

(d) 	 Current law would be changed such thai for sanctioned AFDC-UP families, the second 
patent'S share of the benefit would not also be deducted from the grant, unless the second 
parent were also r~uired to participate in lOBS and were similarly non-compl1a.nt. 

(e) 	 States would be required to conduct an evaluation of any individual who failed to cure a fitst 
sanction within 3 months or received a second sanction, in order to determine why the parent 
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is not complying with the program requirements. Following such an evaluation. the State 
would, 	 jf necessary, provide counseling or other appropriate support services to belp the 
recipient address the causes of the DOD-(:()mpliance. 

lneliglblUty for a WORK Assignment 

(f) 	 P....ons may be declared ineligible for • WORK assignment due ID misconduct related ID lbe 
program. Miscond\lc:t would include any of the following. provided good cause does not 
exist: 

i. 	 Failure ID accept an offer of ullSubsidized employment; 
ii. Failure ID accept a WORK assignment; 

ill. Quitting a WORK assignment; 

Iv. Dismi.ssal from a WORK assignment; 

v. 	 FailurelD engage I. job...,<h or taber required WORK activity (see ALI.ocAnoN OF 

WORK ASSlONMENTSIINTilRJM AcnvrnES above). 

(g) 	 The Secretary would establish regulations defining good cause for ea<h of the following: 

I. 	 Refusal to Attept an Offer of Unsubsidi .... Employmenl or a WORK Assignmenl 
or 10 Participate In Olh<r WORK Program Aetlvity. 

Ii. 	 Quilting a WORK Assignmenl or Unsubsidl.... Job. These regulations would 
include the provision that an employee must notify the WORK agency UpOD quitting ,a 

WORK assignment. 

iii. 	 Dismissal from a WORK Assignment. The regulations would allow a State, subject 
to the approval of the Secretary. ID apply in such instances the definition of 
misconduct utilized in its unemployment insurance program. (A IV~A agency might be 
allowed to contract with the State Unemployment Insurance bearing system to 
&ljudie.., th..e ......) 

(1)) 	 A WORK participant would be notified of the agen"Y's intent ID impose a penalty and would 
have a right to request a hearing prior to the imposition of the penalty. The Secretary would 
establish regulations for the conduct of such bearings. which would include setting time 
frames for reaching decisions (e.g •• 30 days from date of request for bearing). A State would 
be permitted to foHow the same procedures it utilizes in hearings regarding claitns for 
unemployment compensation. 

(i) 	 Recipients awaiting a hearing for alleged miscoDduct may be required to participate in interim 
WORK program activities. Refusal. pending the bearing, to participate in such WORK 
program activities on the same grounds (e.g.• bedridden due to illness) claimed as cause for 
the original alleged misconduct would not constitute a second occurrence of potential 
misconduct, 

(j) 	 Penalties imposed would be as follows: 

i. 	 Refusal 10 Attepl an Offer of UIISubslm.... Employmtnl. A WORK participant 
who without good cause turned down an offer of an unsubsidized job that met the 
minimum work standard would be ineligible for a WORK ...ignmen~ and the family 
ineligible for AFDC benefits, for a period of 6 mouths (consistent with the lOBS 
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sanction for refusIng a job offer). Such an individual would be eligible for services, 
such as job search assistance, during this period. 

it 	 Quitting, Dlsmissal from or Refusal to Accept 8 WORK Assignment witbout 
Good Cause. A person wbo quit a WORK assignment without good cause, who was 
fired from a WORK assignment for mls""nduct related to the job, or who refused to 
take an assignment without good cause would be subject to the penalties described 
below, 

For a jirst OCCUTTtnee: The family would receive 50!!; of the AFDC grant that would 
otherwise be provided (i.e., if the individual were not sanctioned and were awaiting a 
WORK assignment) for one month or until the individual accepts a WORK 
assignment. whichever is SOOner, 

For a secmuJ occurrence: Fifty percen, (50%) reduotion in the liunily's gran, for 3 
months. The individual would not lie eligible for a WORK ....ignment during this 
period-tllis penalty would not b. curable upon ac<eptance of. WORK assignment. 

For 0 third occurrence: Elimination of the family's grant for a perind of 3 months. 
As with a second occurrence, the individual would Dot be eligible for a WORK 
assignment during this period. 

For a founh tmd subseqUJ!nJ occurrence: Same as the penalty for a third occurreneet 

exoept that the duration would b. 6 months. 

The State would be required to make job search assistance available to such penalized 
persons (any OOOllaenee, first or subsequent) if requested. : 

iii. 	 Refusal to Partlclpar.. In Job _ or Other Requlred WORK Program 
Activity. An individual who refused to participate in job search (e.g., following a 
WORK assignment) or other required WORK program activity would be subject to 
the same penalty as peTSOns who quit or were tired from WORK assignments, with 
each refusal to be considered one occurrence. If such a' refusal constituted the first 
occurrence, the penalty ~ as above. would be curabJe upo'n engaging in die required 
activity. 

iv. 	 Quitting an lJruubsidized Job mlhout G<>od Cause. Individuals who without good 
cause voluntarily quit an unsubsidized job that met the minimum work standard would 
not be eligibJe to register for the WORK program for a period of 3 months following 
!he quit. 

(k) 	 AU penalties (any occurrence, first or subsequent) would be eurable upon acceptance of an 
unsubsidized job meeting the minimum work standard. In othet words, a sanctioned 
individual who took: an unsubsidized job meeting the minimum work: standard wouid be 
treated elt3ctly the same as an unsanctioned individual with respect to calculating any 
supplemental AFDC grant. ]( the family's income, net of work expense.s~ were lower than 
!he AFDC grant for • liunily of thal size, the family would receive a supplemental AFDC 
benefit sufficient to make up the difference (see EARN'INos SVPPLEMENTAll0N above). Such 
an individual would still not, however, be eligible for a WORK assignment during the penalty 
period (e.g., six months for refusal to take an unsubsidized job, three mol!-ths for a second 
occurrence of another type of misconduct). 
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0) 	 Food stamp and housing law and regulations would be amended as necessary to ensure that 
nelth-et food Stamps nor housing assistance would rise in response to a JOBS or WORK 
penalty. 

(m) 	 A person ineligible for the WORK program. and the family. provided they were otherwise 
qualified, would &till be eligible for other assistance programs, including food stamps, 
Medicaid and bousing assis ...",. 

(0) 	 As described under AFDC-UP FAMtl.tF.S AND THE TIME lJMrr above, if one of the two 
parents in AFDC-UP family is sanctioned under the WORK program or under lOBS for 

. 	failure to accept an unsubsidized job, the sanctions described in this section applYt regardless 
of the status of the: oLher parent. 

(0) 	 The State would be required. upon imposition of a second WORK sanction. to conduct a 
thorough evaluation of the participant and the family to ascertain wby the individual is not in 
compliance and tn determine the appropriate services. if any.' to address the presenting issues. 
The evaluation would include. when appropriate, a Child Protective Services abuse and 
neglect investigation. The WORK administering agency could. as a result of the evaluation, 
decide, for example, thal the parent should be deferred from WORK participation or that be 
or she should receive intensive co,~e1mg. 

37. 	 108 SEARCH 

Specifications 

(a) 	 WORK program participants would generally be required to engage in job search al the 
oonciusion of a WORK assignment or While otherwise awaiting ,a WORK assignment or 
enrollment to a WORK program activity serving as an alternative to a WORK assignment (see 
A1J...OcAnON OF WORK ASSloNMEr4'J'SllN'rERIM ACl1ViTlES). The number of hours per week 
(up to a maximum oDS) and the duration of periods of required job search would be ser by 
the State, consistent with regulations to be promulgated by the Secretary. 

(b) 	 The State could also require WORK participants to engage in job search while in a WORK 
assignment. provided that the combined hours of work and job search did not exceed an 
average of 40 per week and the requirement was consistent with regulations to be promulgated 
by the Secretary. The number of hours for job search 'would be the expected time to fulftU 
the particular job sweb requirement, I.e., if a WORK participant were expected to make .5 
contacts per week, the number of hours of job search would be the estimated number of hours 
needed to make the contacts. 

38. 	 ASSESSrNG PARTICIPATION IN WORK BEYOND 2. YEARS 

Specificatjons 

(a) 	 At the end of the two conse...."Utive WORK assignments, panicipants who bad not found 
unsubsidized work would be assessed OD an individual basis, with three possible results: 

1) 	 Participants determined to be unable to work or to need additional training would be 
deferrnd from WORK or re-assigned to the lOBS program. 
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2) 	 Those determined to be unable to find work in the private sector either because there 
were no jobs available to match their skills or because they were incapable of working 
outside a sheltered environment would be allowed to remain in the WORK program 
for another assigUment. Similar assessments would be conducted foHowing each 
subsequent assignment. . 

3) 	 At S.... option, those who were employable and who lived in an area where lIlere 
were jobs available to mateD their skills could be required to engage in intensive job 

,search supervised by a jOb developer, who would be, able to r«juire participants to 
apply fcit appropriate job openings to detetmine if they were not making good f.illl 
efforts to find jobs. FaUure to apply for appropriate job openings, ooru:ooperation 
with the job developer or employef~ or refusal to accept a private sector job opening 
without good cause would result in ineligibility for either WORK or AFDe benefits 
fur 6 months. After 6 monllls of ineligibility, the person would immediately be given 
another individual work assessment and cuald again be denied eligibility fur 
noneooperation or refusal to a<:<:ept aJob. 

(b) 	 The Departnieots of HHS and Labor will undertake a oomprcheualve national study at the end 
of the second year following implemenUltioD of lIle WORK program to measure the program's 
success in moving people into unsubsidlzed jobs and to evaluate the sk.illleve1s and barriers to 
work of the persons wbo have' spent two years in the WORK program. ' 

39. 	 SECRlITARY'S FUND FOR STATES '!HAT SPEND BEYOND TIIEIR JOBSIWORK ALI.oTMEtm 

Establish " jimd tlwt the Secretary woulJi use to provide oddltiOJUJl fimding lor SImes tIwJ spelfli 
beyolfli their JOBSIWORK allotmenis ood rt-a/latmenJS.- A sum Of S]OO million would be put ITI/a ,he 
jimd Initially. '!hereafter, any UllSpeIlI JOBSIWORK ood AI-Risk chUd care monies would contribu1e 
10lhe Fund. 

Rationale 

7he Secretary's Fund gives the DeponmeTl/ the obiliJy 10 allocate o....rall JOBSIWORK program JUlfIis 
pruticnrly and. aJ the same lime. Plovide addilional support to SttJIes that an aggressively 
implementing their programs and require more than what they receive uruIer their standard aJIOlmelU 
and re..allottnenls. Furthermore, uruIer this program, Stares are given some lead time so lhey am 
anticipate the additionaljimding In their planning processes, 

Specifications 

(a) 	 A fund of S300 million would be established for FY 96 for use by the Secret.ar)' to provide 
funding to States that needed additional doliars for JOBS (and subsequently JOBS or WORK) 
beyond what they were provided under the JOBS and WORK funding aUocation formulas and 
subsequent reallocation procedures (see JOBS FUNnING and WORK FuI\"DlNO above). 

(b) 	 Twice each year (March I and September I), States IIIst obligateo 95$ of their JOBS and 
WORK a1lotmelltS for the previous year and were expected to obligate their full JOBS and, 
WORK allotments for the current year would qualify for additional funding from the 
Secretary's Fund fur the next fiscal year, 
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(c) 	 Thirty days later. States would be notified about final decisions on funding from the 
Secretary', Fund. ' 

[Regulations would 'pecify how the monies would be allocated among qualified States. If the 
total amount 'requested from the Fund were greater'than what was- available in the fund, 
monies would be allocated based on a procedure to be developed by the Se<retary,) 

(d) . Monies from the fund would be treated just as the basic 10BSIWORK allotment and subject to 
the same Federa! matching rates each year as were in effect for standard IOBSIWORK 

. ,funding. The some between-program reallocation rules as those for mob..e 10BSIWORK 
. 	fueding would also be in effect. That is, States eonid move up to 10% of the combinnd lOBS 

and WORK monies from the Fund from one program to the other. 

(e) 	 The monies available in the Fund in FY 97 would come from two ,out<:os:' 

i.' 	 The original authorization level' of $300 million, and 

ii. 	 Unspent State IOBSIWORK and At-Risk Child eare monies that had not beeo 
roallocated to the States ( ... JOBS FUNDING and WORK FUNDING above). 

(f) 	 Beginning in fiscal year 1998, theSecretary', Fund would be capped at $400 million (after all 
requests bad been satisfied), Exoess monies would revert 10 the Treasury. 

(g) 	 Beginning in FY 98, States could request monies fur both JOBS and WORK. The IIlOnies 
from the Secretary's Fund that States added m their standard WORK program a11"",,!ion 
would be ,included for purposes of determining the minimum number of WORK slots States 
must create. 
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Et!HWCINQ REsPONSmlLITY AND QppoRTIlNtTY FOR NON:cymp'AL PARENTS 

We need to """"' sur. that all parenIS live up to their responsibUitles. When pe<>p/e dan't pay child 
support, their children "Iffer. JUS! as we <Xptet mare a/ m.arhers, we Ct1Il1WI let lathers Just walk 
away. A number a/ progronu show considerable promise In helping IWn-custodial parents to 
reCOIIMct wI1h their children and fulfill their respaltJibUity ro support them. Same programs help 
_-custodial parent, do mare by seeing that they get the skIJIJ they Med to hold doWll 0 Jab. Other 
programs give IWn-cUSladiaI parents the oppartUlllty to meet their child suppart abllgada1tl thraugh 
wort 

As there is not 0 long trock record ofresearch ond evaJU4litm ()tJ programs for Mn-custodial parents, 
It Is envislOMd that new programs shaald be modeS! andjle:x/bre. grOwing aniyas evaluatianJlndlngs 
begm to idellli/'l the maS! qfectlve strategies. 

1. 'l"'RAtNINa AND EMP1.oYMENT FOR NON:CUSTODlAL PARENTS 

Current Law 
.' 

Section 41J2 0/ the Seclal Security Aet (1!Jle /V-F) pennlts the Secrerary to fimd tJema/lS1rl11ians 10 
'proYidt Stl'vlcts 10 _-custodial parents. '1he Secretary Is limited as to the number 0/projects that 
con be fimded under this provision. EYaluatians are required. ThIs pravisltm. along wI1h "etlan 
illS a/ the Social Securi/)' .let. provide the oUlhori/)' lor the ParenIl Fair Short Denwnstratians 
currently underway. 

States weald be provided wI1h the upd<m 0/ tUveloping JOBS and/or work programs /ar the no.
custodial ptJrtnls of children who \4.Iere receiving AFDC or how! child support arre.arages owed to the 
Sti1le from prior periods 0/ AFDC receipt. Sto.tes weald be given the jlex/bUIIY to develap dlff.mll 
models 0/ nan-custodial parent programs which couid beS! address the needs ./ chUdren and parenIs 
in their state. These fUJII«>tustodial JHl.ftIfl programs wouI4 coordilUlJe with Dlhe, rtIl'Vant fl/{)N 
such as the. public housing tultiwritia f R~stden1 lnitWtives Programs, which mak~ job and G~rvice$ 
awUlabl, 10 non-,ust.diaI parents 0/ children living in public hoUSing. EYalUi1llons wouid be 
required as appropriate for the .pti.ns developed by the States. 

Ration~ 

1hen is evidence that one of thit primary reasons Jor IWn-support by some fum-custodial parems is 
unemploymelU and wuteremploywnt. In Q rteem GAO report evidence was preserued that about 29 
percent Of IWfJ-CUStodial fOJhers under age 30. many of whom were IUm-marital fathers. had lncOJtt.e 
below the pOverty level/or one or no lJ!come (II all. It wUl be dlfficuii/or these lathers to contribute 
much to the financial support 0/their children wlthoUl additional basic education. work-readiness and 
job training which would en.hance their eaming capacity andjob security. 
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Specificatigns 

(a) 	 A State would be able to spend "P to 10 percent of its JOBS and WORK funding (allotment 
from the WORK capped entitlement) for training, work readiness and work: opportUnities for 
nOlXUStodiaJ parentS, The State would have (:Omplete flexibility as to which of these funding 
streams would be tlIpped. 

L Parenting and peer support services offered in conjunction with other employment
related services would be eligible for FFP. 

ii. 	 A State could structure the service delivery' in a variety of ways, For example, a 
State could provide ,etvices to non..:ustodial parents through the JOBS program and • 
oon-custodiaJ parent work program, or through a single combined program. 

(b) 	 A non-<ustodia! parent would be eligible to participate (I) if bis or ber child were receiving 
AFDC Or the custodial parent were in the WORK program at the time of referral or (2) if be 
or she were unemployed and bad outstanding AFDC child ,uppon anears. Paternity. if not 
already established, would have to be voluntarily acknowledged or otherwise established prior 
to participation in the program. In instances in which a child suppon award had not yet been 
establisbed~ the State could requlte, as a additional condition of eligibility, that the non" 
custodial parent cooperate in the establishment process, Arrears would not have to have 
accrued in order for Don-custodial parents to be eligible to participate. For those parents with 
no identifiable income, participation could commence as part of the establishment or 
enforcement process. 

{c} 	 The state would be required to allow a non~ustodial parent to complete the program activity 
or activities in wbicb be was currently enrolled even if the children became ineligible for 
AIDe. However~ if the UOD<ustodial parent voluntarily left the program, were plaeed in a 
job, or were terminated from the program. be would have to be redetermined as eligible 
under the criteria in (b) above, 

(d) 	 States would not be required to provi~e all the wne JOBS or WORK services to custodial and 
non-<:ustodiaJ parents, although they could choose to do so. Participation in the JOBS 
program would not be a prerequisite for participation in a non..custodial parent work: program. 
The non-<ustodial parent'$ participation would not be linked to se1f~ufficiency requirements 
or to IOIlS/wORK panicipation by the custodial parent, 

(e) 	 Payment of stipends for work would be required. Payment of training stipends would be 
allowed. All Stipends would be eligible for FFP. 

i. 	 Stipends would have to be garnished for payment of current suppon. 

ii. 	 At State option, the (!;\lrrem) child support obligation could be liuspetlded or reduced 
to tbe minimum while the non--custodial patent was participating in program activities 
which did not provide a stipend or wages sufficient to pay the amount of the current 
order. 

iii. 	 Participation in program activities could be credited against AFDC c:hild 
support arrears owed the State. 

iv. State~w1deness requirements would not apply. 



INDIAN TlUBES AND ALASKA NATIVE OSQANlZATIONS: 

lOBS. DME.LlMITS. WORK lJ:II) C!lJLD CARE 

Provisions in this section apply specifically to Indian tribes and Alaska Native organizatlons. 

lOBS lJ:II) DME LIMIT, 

I. 	 NEW 'IRmA!. JOllS FUNDING FoRMULA 

CurrenUaw 

Under currenl law, funding lor Indian trib<. who operm. a JOBS program is based on the. IIltmber of 
adult Tribal members who receive AFDC who resilk wIJIWt the. trib< 's designated service area. 
Funding far Alaska Native organiulJions is based On the. IlJJmiJtr of adull Alaska Natives who receive 

. AFDC who milk wIJIWt the. ImlUldaries 0/ the. region.the. arganb;ation rq>resenJs. Indians living on 
till sanw reseTYalion are currenl/y subject to eitlllT the. Tribal JOBS program or the. StOle JOBS 
program depending on 1H1ml qffiIimion. Indians /lYing In Alaska who are not Aloska Natives are 
subject to till S'aJe's JOBS progriJm. 

1HIml JOBS granlees currenJly receive funding based on a COI/JII of jusl undu 3/,()()IJ adult 1HIml 
~mbers who receive AFDC. It Is estimated thot the. adult AFDC populaJion for all r_ 
Oncluding those wlllre a 1H1ml JOBS progrom does not exist) Is SlJ.()(J(). 

All Native ~ric... living within till designaJed service area a/an Indian tribe or Alaska NOlive 
organizOlian would lit Subject to the. tribal JOBS program regardless 0/ tribal affi/iaJion. if,IIl tribe 
elects to run (J JOBS program, 

Programs operl11ed by the. Departmenl of lAbor IUId the Bureau a/Indian Affairs/or Indians do rwt 
USt 1Hbal offiliarion to establish progromjunding or eligibility. 

Specificatjons 

(a) 	 AU Indians, Hving within the designated service area of an Indian tribe or within the 
boundaries of the region served by an Alaska Native organization whkb is a JOBS grantee, 
would be included in determining the amount of the gl1lntee'$ JOBS funds. 

(il) 	 An Indian is one who meets the definition of Indian as given in section 4{d) of the Indian 
Self~Determination and Education Assistance Act. 
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2. NEW JOBS APPLICATION PERIOD 

Current Law 

Uruier current law, lruiian lribes and Alaska Nntive organluuio1!S had until April 13, 1989 to apply 
and untU October I, 1990 to begin operating. JOBS program. 1ruiian tribes wIw did 11bI meet these 
deruili.., are prohibited from ,ubmitting app/ICOJIo", to operQle JOBS programs. 

lruiian tribes wIw did not mett the appllCOJlon deodIi.. jor JOBS ..,UJd be given additional 
opportWlity to do lO. 

Rationalt 

ihe Wlruiow in which lrui/an Iribes had to apply for JOBS was very limited. Other Fed4rally jimded 
formula grdnt programs available tl1 Indian tribts do ntJt have similar nstridiollS. 

Sp~jfi"IiQns 

(.) All federally recognized indian tribes not operating a JOBS program my subatit applications 
and plans to do '0. 

(b) There would be no new application deadline. 

(c)' New applicatlons/plaos would have to be submitted by July I of each year, with the effective 
date of approved plans to be Octobes I. 

(d) An Indian tribe or Alaska Native organization who terminates or has its lOBS program 
terotinated would be eligible to reapply for JOBS after a fivo-year period. Such Indian tribe 
or Alaska Native organization can reapply by July I of the fifth year by .ubatitting an 
application aod plan, with the effective date of an approved plan to be October l. (Thl. Is to 
prevent a Tribal grantee from frequently entering and leaving the program.) 

(e) The current restriction that an Indian tribe must have a reservation to be eligible to operate a 
JOBS program would be retained, 

3. FUNDING SET·ASIDE FOR 1'l<mAl.l0BS GRANTEES 

Current Law 

Curremly, jimding jor lruiian tribes who opmue a JOBS program Is based on the nwnber 0/ ruiull 
Tribal members who receive AFDC wM reside within the tribe's desigruued seMa area. Funding jor 
Alaska Native organizalions is based 011 W humber of adull Alaska Natives who receive AFDC wJw 
reside within the bcwularies 0/ the regton the organiz.l1lion represef/ls. Yearly, THbaJ granJees 
(tncludes Alaska Native organi:tuions) t2lUi W Srou in which they are located must reach an 
agreement on the number qf 1'riIxtJ members who receive AFDC who rtside within tht gratute's 
deslgnaJed s"me< area. Any _ due a grantee by this agreemtm Is deducted frorn the JOBS 
jWuiing allocated to the Slate. 
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Alliwugh in lome cases It does /Wt cause problems. SIJlles and Indian tribes/Alaska NaJiw 
organizatlolU Milt! found it dif/lcuJtto come to agrumeru on tht number of tuiull Tribal membtrs who 
reuiw AFDC 

A seNl.'!itk of 2% out of totol JOBS jimds would be estol;lishtd to distribUJe to Indian tribes and 
Alaska Native organizations 10 provide JOBS. . 

1M proposnd perc,ruage s't-<ulde for TrIbal JOBS gro.lllees was determined based OIl two 
assuntptloru. FIrst. that Indian tribes whtJ dfJ IW' cumruly operate a JOBS program would be given 
,IuI opporwnlty /0 dfJ so. Second, tIul1 011 Indians, lWl jus. Trlbol members, would determine 1rlbal 
jimdlng. Using these OSSIJJ1lP.iollS, it Is estimated tiutt almost 2% (58,()()I) Individuals) of the eliglble 
adulJ AFDC population ore Indln& living on or Mar reservations or hi areas served by Alaska Nad.... 

. organluztlons. 

Ratinnale 

AddU/anal jimding for llul tribal JOBS gramees would mala! up for tlul lack ofmatching funds. States 
speru approximately $1,395 per JOBS ponicipara from Federal and SlaJe matching funds in FY 93. 
Indian tribes Sp<llt appreximately $935 per JOBS ponlclpam, allfromfederalfunds as tribes are not 
required to provide maJching funds. 

Esrol;lishlng a se"'lSlde In I",u qf w curreru jimding fonnula would benejil both w Indian tribes, 
Alaska Natlw! organiuUians and the Stales. StattS would not have lllIy W!sted wertst in the lUlmber 
Of adult AFDC ncipienJs w1w are Indians residing within a Tribal grQJUee's desig/UZled service Mea 
as .IuI 1lU1IIbers would 1Wl hove an impaa on llul StaJes' JOBS allocations. 

Funding for Indian tribes in w auld Qzre and Developmtlll Block Gro.IIl (C(IJBG) program Is a 
set-<uide qf the lotal allocated C(IJBG fonds. 

Specifications 

(a) 	 Allocate a set aside of 2% of the tow JOBS allocation "' Indian tribes and Alaska Native 
organizations, 

(b) 	 Each grantee's share of the Set aside would be determined by its percentage share of the entire 
adult indian AFoe population which is living on or near reservations or, within the 
boundaries of the region represented by an Alaska Native organization. 

(e) 	 Pro-vide for a periodic review of the percentage set~a.side to ensure that it is based on an 
accurate percentage of adult AFDC recipients who are Indians Jiving in the designated service 
area of a grantee. Provide for an automatic adjustment of the sCHiside based on the resUlts of 
this review. 

(d) 	 The remainder of the funding issued to an Indian tribe or AJaska Native organization who 
wishes to terminate or wbo have their programs tetm1nated after the start of a fiscal year 
would revert to the State in which the Indian tribe or Alaska Native organization is located. 
This is because the State would tben be responsible for serving the AFDC recipients who had 
been subject to the Tribal program. 
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(e) An Indian tribe or Alaska Native organi1:ation would be permined to realJO¢a1e up to 10% of 
its JOBS allotment to its WORK program. and vise versa, 

4. CAARY-oVER OP FuNDs 

Current Law 

States, Indian tribes and Alaska Native organiuUiollS ore cuntruly prohJb/red from corrylng over 
federal junds awarded In one fot:41 ytar to rlu! IIUJ focal yeor. All federal funds received In a focal 
year must be obligated ITy rlu! end of rlu! Satne focal year. Indian tribes and Ala.rka NatIve 
organluUlons Iw.ve sometimes hod to shut down rlu!ir JOBS programs because 11m fot:41 year jundlng 
Is often not received until November. Unlike Slales which are In Q position to we their own resources 
for operating JOBS pending rlu! /nuance of grant awards, Indian tribes and Alaska Native 
organiullions do IIOt Iw.ve this luxury. States also Iw.ve rlu! ndvantage of rlu! Cash Manogemeru 
/mprovemeru Act (CMlA) which does IIOt apply to Indlml tribes and Alaska NatIve organiuUions, 
CMiA says that the Federal ga_ru must pay lntereSl to Stases If States are forced to use State 
funds for something for which Federal funds are normally used. Th.... for e:<iJ11!PIe. Slates were 
issued a portion qJ their fot:41 year 1994 JOBS junds • moruh before Indian tribes and Ala.rka Native 
organizations k!ere issued any fonds, 

WIthout timely grant awards and without forward jundlng, Indian tribes and Alaska Native 
organiullion.r ellher hod 10 cease rlu! program or us. orlu!r limited tribal funds In rlu! Interim. 

The JOBS programs aptrated ITy Indian tribes and Ala.rka NatlVi! organJ.tmions lWllId not Iw.ve 10 

cease opermion at'the beginning ofa fot:41 year d"" 10 rlu! ""n-timely /nuance ofnew grant awards. 

Rationale 

The Job Training Panner-ship Act program ander rlu! Depanmem qJ Lobor has authority for forward 
junding. J'l'PA graille.. are pem1itted I. corry over. maximum of 20% .fjunds from one program 
year 101M next.. 

Specifications 

(a) 	 Indian tribes and Alaska Native organizations who operate JOBS programs would be 
permitted to carry over no more than 20% of the funds awarded in one fiscal year into the 
nex.t fiscal year. 

S, 	 lOBS FUNDS FOR EcONOMIC DSveLOPMENT 

Under current law, JOBS funds CQIUlO1 be used •• buildllmprove infra.r.rucrure which is so badly 
needed by Indian .ribes and In oreos served ITy Alaska NOIiVi! organiulJiollS. JOBS funds CanM' be 
combined with economic d£velopmenljullds to write proposals. maJ.:e capital expeJUlilures. eJC. Indian 
tribes and Aloska Native organiullions can apply for grants from ACF's Administration for Native 
Americans lhat if received can be wed to supjXJl"/ Ihue acrivttles, What Indian tribes and Alaska 
Nmive organizatians am and wIuU S~ do is to US~ JOBS j'Wtds TO train individuals 10 'WOrk in 
economic development enterprises, 

48 



Allowing tribal JOBS grll11lees to de""te a partion ()f their JOBS funds to economic devel()pmenJ 
would give tMm additional opportUlliry to Mlp their clients move .owards self-sufficiency. 

Rationale 

WUhoUi the leveraging of Federal fonds for econ()lmc development, there ""uld be fewer ernplvymenJ 
Of'pDnunJties/Or Native Amcrlcam. 

Snecifications 

<.) 	 Upon approval by the S«renuy. Indian tribes and Alaska Native organizations would be 
permitted to use no mote than $5,000 or 10%, whichever is less, of their lOBS funds on 
economic development related projects, 

(b) 	 All """noetic development related projects that use JOBS fuods must involve the training of 
JOBS participantli fur related jobs. 

6. 	 DIlFIlAAALS 

All provisions in the discussion on def..... als above apply ex ..pt ror the rollowing. 

Specjficatipos 

(0) 	 Indian tribes and Alaska Native organizations wbo opOme 0 JOBS program would be 
responsible for the determination as to whether an AFDC recipient is to be deferred. 

7. 	 ExT£NSroNs 

Tribal JOBS grll11lees would be responsible /Or granting extenswns to time 'limited AFDC bent/ils oed 
would nol necessarily be held to the same limitation en the granting 0/ eiJensiortS as would be W 
Slates. 

,Rationale 

Many reservarion.r and areas served by Alaska NQJive organizalions suffer from I~r literacy rates 
and ilJgMr Ull<mployment thai! most areas Of1M cOUlllry. 

SoecjfjcatjQOS 

(a) 	 Indian tzibe5 and Alaska Native organizations who operate a JOBS program would be 
responSible fot the determination as to wbether extensions to time limited AFDe benefits 
should be granted. 
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WORK 

I. 	 INDIAN TlUllEs AND ALAsKA NATMl O'OANl2'.ATIONS TO OrERATE 
THEnt OwN WORK PROOflAM. 

Qirrent Law 

Refer '0 this seaion under ,he general discuss/on lI/ ,he WORK program. 

Tribal AFDC recipient, would be subjea '0 ,he requlreflUlnt 10 participate in JOBS just as they are 
now. They would also be subjealo lifIUIllmits. 

Indian tribe, and Alaska Nanve orgonizatWlIJ would ho.ve the option to ..... JOBS. An Indian Irlbe or 
Alaska Nanvt: organization t/uJI operat" JOBS would be requlrnd '0 ffP''''Je a WORK program also. 
Indian tribes and Alaska Nan.... organitalions are mpanslb~ for deternd1Wl/ons lI/JOBS-Prep status 
and extensions; however. there may be additional urtnsions beCtUlSe of u.nUtue tribal drcUJ1U/ances. 
rrlbal members subjea '0 rrlbaI JOBSIWORK programs are aduded from <my S.ate program 
measures. 

The Tribal WORK program would ho.ve to look different from the State WORK program because of 
,he proposed fond/.g formula. The portion of the WORK fond/ng based 0. a diversion of AFDC 
grants would be difficult and complicated to accomplish because of the Slate', continued responsibilily 
for AFDC fonds and the nud for extrefIUI!y close coordlnan"" between the State and the Indian rrlbe 
or Alaska Native organization. Therefore. Ills envisioned tion the rrlbaI WORK program would more 
clo,ely ruemble a CommunIly Work Experience Program (CWEP) than a work-Jor-woges nwdel (I.e.• 
a tribal ~r would continue to receive cash assistance. but would be required 10 participate in a 
WORK activit)'). Indian rrlbes and Alaska Nanre organizations would he able to use WORK 
tJJlocation to cre£1Ie job opponu~ities. 

Rationale 

Since the Indi(JlJ tribes and Alaska Narive organiwions would have tt) be involved in the development 
0/ WORK assJgnments on the reservaJion. it follows thaJ the Indian ~s antf Alaska NaliYe 
organizations be given lhe administration Df the WORK program. Keeping lhe WORK program at the 
tribal level would allow for Q continuum of activiry. 11 also advances tribal sel/...teterminalion and 
provides lor Q more holistic frmnework jar addressing till needs ofNaJiw Americans. 

Snecifications 

(a) 	 Indian tribes and Alaska Native organizations which operate a JOBS program would apply to 
administer a WORK program. Any application would have to be approved by the Secretary. 

(b) 	 Indian tribes and Alaska Native organizations who do not want to operate a WORK program 
could not continue to operate a JOBS program. 

(c) 	 Funding for the tribal WORK program would be • percentage set·aside of the ",tal WORK 
allocation. 

so 



(d) An Indian tribe or' AJaska Native organization would be permJtted to reallocate up to lO~ of 
it;: lOBS allotment to its WORK program, and vise versa. 

(e) An Jrujian tribe or Alaska Native organization would not be required 10 match Federal funds. 

(I) The WORK program set fonh in the application of a Indian tribe or Alaska Native 
organization under this part need not meet any requirement of the State WORK program that 
the Secretary determines is inapproprble with respect to a tribal WORK program. 

(g) The Secretary shall develop appropri>le daU colletllon requirements. 

(h) Appropri>le performance measures would be de.eloped. 

CWLD Cm 

1. ALLOCATE lOBS AND TRANSmONAL CHILO CAlUl FUNDs 
TO TiUBES AND ALASKA NATIVE ORGANIZATIONS 

Current Law 

Under C"""nt 11lW. Stale, ore the only entitles eligible to adminl.tter rule JY·A ciIiId care funds. 
ParticlptJ1IIs In Tribtll JOBS programs !Mo need chiJd care have to be reJerred 10 the State JY·A 
agencies in order to receive needed child care. 

Although data Is 1101 colleaed on the t:mnt that title JY·A dlIId care Is used by Tribal JOBS 
participants. OMcdotal Uiformatilm from TribtIl JOBS direct"" seems to Indicate that TribtIl JOBS 
participll1lls M ""t always get their dlIId care needs raken core Of wough the State. Pote1l11aJ ciIiId 
care providers en reservations are Dften ilf1im1dQled or unable to provide IU!ceJS<Jry ~1I to the 
State In order 10 meet State requirements. Indian tribes and AiaJka Native orglllliz;tltions that receive 
OIlld Care and DevelopmefIJ Block Gront (CWBG} funds sometimes use these funds to pay the cost 
of the child care to-avoid dealing with the State. By USing CWSG funds to pay Jar the child care 
..eded by Tribcl JOBS porticipll1lls. the Indian tribe or Alaska NaliVl! organization C""""t use the 
funds to serve the ciIiId core needs ofothers who qualify. 

Indian tribes (iJUj .ltJasJca Native organi::.atiolU would nol have to rely the Stale lV-A agencies 10 
guaront« the ciIiId care needed by TribtIl JOBS participants and transitional child care, Fueding the 
Tribal JOBS grant~es to guaranlu child care tnlJks it tasier for these entities to ensure thoJ Tribal 
child care needs IJft! met. Tribes would be provided fiuuJing for child care up to an am.ount equm to 
their JOBSIWORK allonne1l1 from title JY·A funds t. andres. JOBS and trDnsitional chibl care needs. 

Rationale 

Indian tribes and Alaska Native organizations who currefIJly rtly on the use a! CWSG 10 provide 
child care thal is the responsibility of the State IV·A agency would be able to use CWBG funds Jar 
their intended purpose once JOBS and rransitiotull child care funds are available to them. The 
amouns of child care funding 11WliIal;/e to lilt Indian tribes and Alaska Native organizations from title 
JY-A funds Jor JOBS and transilional child care and CWBG should be· s"fficie1l1 to meet the child 
care needs without the anditional funding provided by At·Risk OIiId Care. Therefore. II Is not being 
recommended to fund the Indian tribes and Alaska Nati"" ",gonizations directly Jar lhe At-Risk OIUd 
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Qut program at this time, ilO'lNever. we are adding a provision to give the Secre,tary authority to 
determm. liwJ Ih4re iJ • Med In 1114 flawe and 10 aJ/ocare jiuu1s for At·Risk Child Care 10 tribal 
programs tU rheJ time. 

Specifications 

(a) 	 Upon an approved application. all Indian tribes and Alaska Native organizations that operate a 
IOBSIWORK program would b. allowed 10 administel title IV·A JOBS and transitional child 
care fund,. 

(b) 	 Tribes that elect to administer title rv-A JOBS and transitional child care funds would receive 
reimbursement from title lV-A funds for the actual amount spent on chiJd care up to an 
amount equal 10 their combined lOBS and WORK allotment. 

(0) 	 Indian trib., and Alaska Native organizations would !lOt be required 10 match Fedecal fuads. 

(d) 	 The lOBS and transitional child care program set forth in the appliClllino of an Indian tribe or 
Alaska Native orgaoitatinn under this part need not meet any requirement of the lOBS and 
transitional thild care programs that the Secretary determines is inappropriate with respect to 
IUeb fribal JOBS and tranaitional child care program. The CCDSO health and safety 
standards, bowever, could not be·waived. 

<eJ 	 The Secretary shall develop appropriate data collection requirements. 

(f) 	 Appropriate performance measures would be developed. 

MISCELLANEOUS 

1. 	 TEcHNICAL ASSISTANCE, DEMONSTRATIONS .AND EVALUATJONS 

,Current Law 

'IJre three year con/ract awarded in 1990 to provide technical assistance /0 Tribal JOBS grantees 
expired last year. Tribal JOBS granz«s Qre not eligible to operate demonstration projects. And 
evaiUIJJiollS Of the Tribal JOBS progromJ have /WI h4en done. 

To gain mar< thorough /riformation allow wIwt 17Ulkes 0 s#cussjid Tribal or Alaska Nolive JOBS 
progrom. evaluation is needed just as it is/or State programs. 

Rationale 

Welfare reform ,",ill be a major force in Indian country. Whatever jorm welfare reform takes, Indian 
tribes tw1 Alaska Na/ive organizations will need ongOing technical assistance JO undersland and 
impl~menJ necessary dumgellO their JOBS programs. 

Most Tribal (Including areas served by Alaska Native organizaIions) environnumts are sufficientiy 
dijfere1J1 from State environments to warranl the involvemelit of a certain number of Indian trlbts or 
Alaska N(Jfjve organizations in demonstration. projects. A demonstration project may fonhef allow an 
Indian tribe or Alaska Native organization to design and implement a program that tests innovative 
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approaches that suits tM unique circumstances 0/ that Indian tribe. Alaska Native organuarion or o[ 
Indian colUltry. 

Specifications 

(a) 	 Indian tribes and Alaska Native organizations would be eligible 10 submit applications for 
demonstration projects related 10 welfare reform. sucb as oombining lOBS and WORK inin • 
block grant. 

(b) 	 Any contr.<:t awarded for the provision of teclmical assistance followiog the pass.ge of 
welfare reform legislation must specify that Indian tribes and Alaska. Native organ.iza.tions 
receive a fair share of the teclmical assistance. 
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i!ROYISIQNS fOR TER,RITQmS 

As under current law, Terri10ritJ wotdd be required to operate a JOBS progrQJn. However, 
Te_s would /wve the optian '0 I'I/1l " lim<-limUed sySlem or not. Slwuld" Territory choose 10 
/mpIl!llllnl 0 lim<-Iimiled syswn, operation % WORK program ...,uId be mandatory. The fiuoding 
for operation 0/ the WORK progrlll1l would be available In an e<;ulvalent manner as lor all SlOW. 
Provi.rlollS which would remove At-Risk chIJ4 care from the ..Clion 1108 eop (see IMPROV1J{G 
GoVERNMSNT ASSISTANCE section) would tnable Territories to meet their ~ chJJd cart needs. 
MdilWnaJly, the Secretory would /wve jlexibUity to accommodtJle special circumstances faced ITy 
Territories. 

1. 	 lOBS AND TIME LIMITS 

(a) 	 Funding level fur JOBS would be at the enban<ed match rate (des<ribed in JOBS FUNDING 
above). The JOBS allocation methndology would be the ....e lIS under current law. 

(1)) 	 Time-limits would be an option. Territories can elect to implement a time-limited system but 
are not required to. If a Territory chooses to operate a time-limited system. it must specity a 
pbase-in strategy in the plan, subject to Secretarial approval. Territories would also be 
required to specify a time-frame for implementing a time-limited system Territory~wide, 
subjett to Secretarial approval. 

(e) 	 Territories wOIlld be subject to all participation rates and olllOl performance standards if 
applicable. However, the Secretary shall have Ille authority '" modify Ill... and other 
requirements to accommodate special circumstances. 

2. 	 WORK REQulI\EMENI'S 

(a) 	 If Territory elects '" operate. time-limited system, a WORK program is mandatory. 
Territories would be required to specify an implementation plan, subjtct to SecretariaJ 
approval. 

(1)) 	 WORK funding would be the same as JOBS - 7S percent match for administrative ..sts from 
the national capped entitlement. The WORK allotment would be based aD the same 
methodology as for other States: based 00 Dumber of JOBS participants subject to time·1imits 
and n:umber of WORK registrants, WORK wages funding would come from Sec, 1108 
capped monies (j,e•• the AFDe benefits these recipients would have gotten anyway under a 
tlon-time~limited system), 

{c} 	 The Secretary shaH have the authority to allow or require Territories to optwQut of a time~ 
limited and WORK system. Territories can opt~in again after at least 5 years. 
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W AJVER PROVISIONS (Title U] 

Current Law 

Section 1115 0/ the Social Security Act provides the Secretary authority w waive camplimu:e with 
specified requlrenum:s 0/ the Act that are judged likely to promote the objectives of the .!FJ)C, child 
support. or Medicaid program. Demcmstrations 'under waiver authority must be cost neutral to the 
je4eral gIWerrurtJ!1II and musl be rigorously twJllJlJled. 

The two-year time limit Is part of the _rail tr/fon 10 shift the focus of lhe welfare system fr()l1l 
disbursing fwu/s to promoting seif-sl!1llclency. II Is imperoove that we send a dear and coruistenJ 
message abo", our t:XpectlJlwns 0/ the StaleS and 0/ welfare recipients. For that reason, the numbers 
0/ waivers granJcd /0 StlJles to upply time Ilmlts other than UI1I01I11u will be Ilmlted w 5. 

Stales 	will be able w COllduct demonstrations regarding the WORK program. Hnwever, cenain 
aspects o/the WORK program. will Mt be waiWlble SO that Ftc/pi.fIU QTe afforded some protections 
agalrut jiJumcWl loss and loss 0/ MedlcoliJ and 10 ensure that the program do", not result in 
tlisplacemelll 0/other workers. 

Specifications 

1 , 	 Authority for Demonstrations 

(a)" 	 AUow the Secretary to authorize no more than five demonstrations with time limits other than 
24 months. These time limits can be longer or shorter than 24 months provided that they are 
consistetll. with the overall goals of the JOBS and WORK programs. 

2. 	 NoD-Waivab1e WORK PrQvisir.ms: 

(a) 	 Each Stile shall have a WORK program. 

(h) 	 No person defined as eligible in for the WORK program shall be ",cluded from the WORK 
program. 

(c) 	 Participant families in a demonstration program, other than those subject to s.anctions, shall 
not be made worse-off than a family of the same size, with no income. r~eivjng AFDC bene
fits. 

(d) 	 Participants employed under any demonstration program shall be compensated for such 
employment at a rate no less than the highest of: 

• 	 the Fedel'1lJ minimum wage specified in section 6(a)(1) of the Fair Laoor Standards 
Act of 1938; 

• 	 the rate specified by the appropriate State or local minimum wage law; 

• 	 the rate paid to employees or trainees of the same employer working the same length 
of time and perform1ng the same type of work:. 
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(e) In assigning participants in the demonstration program w any program activity: 

• 	 each assignment shall take into account the physical capacity. sklJIs, experience, 
health and safety, family responsibilities. and place of residence of the participant~ 

• 	 no participant shalJ be required, without his or ber consent, to travel an unreasonable 
distance from bis or her home or re~ away from such home overnight; 

• 	 individuals shall not be discrimjnate4 against on the basis of race. sex, national origin. 
religion, age, or balldicappmg condition, and all participants will have such rights as 
are available under any applicable Federal, State, or local law prohibiting 
discrimination; 

(f). 	 Appropriate workers' compensation and tort claims protection shall be provided to participants 
on the same basis as they are provided to other individuals in the State in similar employment 
(as determiued under regulations of the Secretary). 

(g) 	 No work: assignment under the program shan result in a violation of any non-displacement, 
grievence. or consulation provisiollS specified in the JOBS, "I'l:ME LIMrr AND WORK section. 

(b) 	 Funds available to carry out a demonstration program may DOt be used to assist, promote, or 
deter union organizing. 

(i) 	 The State shall establish and maintain a grievance procedure for resolving complaints by 
regular employees or their representatives that the work assignment of an individual under the 
program violateS any of the prohibitions described in subsection (g). A decision of the State 
under such procedure may be appealed to the Secretary of Labor for investigation and such 
action as such Secretary may fmd necessary. 

(i) 	 Participants in the program and their families shall be categorically eligible fur Medicaid. 



MAKE WORK PAY [Tille m, Title VII] 

Background and Vision 

A crucial component of welfare reform that promotes work and independence is making work: pay. 
In 1992, 30 percent of female heads of families with children worked but the family remained poor. 
Even fuU·time work can leave a family poor, Almost 11 percent of these female beads who worked 
full-year/Ml-thne were poor, IS percent if they had children under six years of age. Simultaneously, 
the welfare system sets up • devastlling array of barriers for people who receive assistance but want 
to work. It penalizes those who work by taking away beoefits dollar fur dollar; it imposes arduom 
tepordog requirements for those with earnings but still eligible to receive assistance; and it preveats 
saving for the future with a meager limit on assets. Moveover, working poor families often lack 
adequate he.alth protection and face sizeable child care co,ts. Too often, parents may choose welfare 
instead of work in order to ensute that their children have bealth insurance and receive chUd care. If 
our goals are to encourage work: and independence, to help families who are playing by the rules, and 
to reduce both pnverty and welfare me, tllen work must pay better tllan welfare. 

Working family tax credits are, a major component of making work pay. The expansion of the 
Earned Income Tax Credit (BITe) passed in 1993 was a significant step toward making it possible fur 
Iow-wage workers to support thentselYe. and their families above poverty. When fully implemented, 
it will have the effect of making. $4.25 per hour job pay nearly $6.00 per hour for • parent witll two 
or more children. 'ThOse families who are eligible for the maximum credit in 1996 obtain, in effect, .a 
nUse worth $1.62 per hour (or $3.000 per year), assuming full-yearlfull-time work. Full utilization 
and periodic distribution will ruaximi:ze the effect of this pay raise for the working poor. 

A critical step ~ward making work pay is ensuring that all Americans have bealili insurance 
coverage. Many recipients are trapped on welfare by tlleir inability to fmd or keep jobs with health 
benefits that provide the security they need. And too often, poor~ non~W(}rking families on welfare 
have better coverage than poor, worldog families. The President's bealth care r<furm plan will 
provide universal health care coverage, ensur~g that no oue will have to choose welfare instead of 
work to ensure that their children have health insurance. The mc expansioo. access to child care, 
and health care reform will support workers as they leave welfare to maintain their independence and 
self~sufficiency, 

Another essential component for making work: pay is affordable. accessible child care. In order for 
families, especially single-parent families, to be able to work· or prepare themselves for work, they 
need dependable care for their children. In addition to ensuring child care for participants in the 
transitional assistance program an~ for those wbo transition off welfare, child care subsidies win be 
made available to low-income working families who have never been on welfare. 

AU regulatory provisions specified in this section shaH be published within J year of ena..-'"tment of this 
act, unless specified as otherwise. 
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A. CIllW CARE 

Current Law and General Direction of PronQUI 

The Federal Government currently subsidizes dIild care jor low-income jamilies through. number of 
different programs. The programs have dijferel11 eligibility rules and regu/allons. creating an 
wretn£/y complicated system that Is hard for both proViders and reCipients to navigat.. The major 
existing programs Inc/ude an tlltitlement to dIild care for MDC recipients (tille lV-A); mwitiona/ 
child care (Tee) (also an entilltment) for up '" a year jor people wIw have left weifare jor work; a 
copped entitlttn£nt ($3IXJ million) for W>Be the Slate determines to be at-risk oj MDC receipt (AI
Risk); and the DIIId Care and Developtn£nt Block Grant (CCDBG). There Is also a disregard jor 
child care costs available to working MDC recipiellls. While these nmItIp/t programs provide 
valuable supportfor child care. legislative changes are needed to strengthen the weI/are reform plan. 

We art OJ this time making changes only In the lV-A programs. which will remain as separate 
fJJJthorities. Any changes In the CCDBG will be made during its reawhorization In 1995. 

QUId care is critical to the success oj weI/are r¢;rm. It is essentild to provide child care supportjor 
parentS receiving assistance who will' be required to participate in education. training, and 
",playmtnt. In addltian. child care sup pert jar the working pear Is also essential to 'maldng work 
pay" and to eJUJble parents to remain in the 'N(]rlforce. Ow goals are to increase child care funtJ.ing 
so thot families have the ""cess to the child care thot they need. to simpilli the adndnlstrat/on oj 
Federal child care programs to support tltt developtnJ!Jll 0/ State chUd core systems and to reduce the 
likelilwod that parents and children will have to change providers as they In(Jve /rom funding stream 
to funding stream. and to assure that children art caredfor in healthy and safe environments. 

Rationale 

We are propcSUlg 10 increase aWlllable dIild care suppert significantly I1y utending 'the child care 
guarantee to JOBS Prep and WORK progriJlll pcrtlclparus and I1y Increasing lhe jontiing for child 
cart for working poor families through the AtARisk Child Care Program. To assure access to a 
variel)! cf forms of child care. we would prohibit State; from lowering their State-wide limits and 
mandale that States supplenumt the disregard or provide a second. direct pajmenJ option to all 
paren!$, To improve consistency. we propose iO haW! the IV..A child co.re programs follow the 
CCDBa requirements and allow Stares tt) place all Federal child care programs in 01U! agency, 
Finolly, ta increase supply and improve quality in order to ensure that children IJre in heflithy and 
safe environmen1$, we propose to create II set-aside in the At-Risk program, 10 I'I1f1ke licensing Ond 
nwnitoring ofIV~A child care programs o./Iowable for reimbursement as an administrative cost. to add 
/V-A requirements tluu Suues must assure tJuU children de /Wt have access ro toxic substances and 
weapons and that all children must be immtm1zed to meet the Public Health Service immunization 
standards. 

We have seleaed the strategy of using the CCDBG sumdards and adiiing lWO new sl(mdard.t because 
we believe this ttuly represents the minimal requirements that can assure thai children are protected. 
Many Stales obviously agree since they are already using the same standards for IV-A chUd care and 
cmsa child care according to their State plans. /11 all cases except immulJiuUion. States will 
continue to establish their own standards: itt the case of immunization. we do fWI believe requirements 
should vary from Stare to Stale. Usillg the CaJBG standards for lV~1i child care also strengthens the 
parental rights and opponunities; we will assure the parental choice of providers. provide parems 
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ltifcrmaticn on options for care and paJffU!n1 of cltiJd care, flJ1.d establish a system for parental 
compIahIls. 

S,pecificatiqDS 

1. 	 Increased Fundjng for Child Care 

<a) 	 Change the State !WItch for the At·Risk Child Care Program. Section 402(i) '" that consistent 
with the new, enhanced match for other lV..A services. Increase the amount authorized for 
the program '" $300 million in 1995; $500 million in 1996; $580 million in 1997; $755 
million in 1998; nod 51 billion in 1999. Th. program wUl inc...... by 550 million each year 
thereafter .ntillOO4 when it will increase by 5100 millioll, Restrict eligibility '" families DOl 
eligible for other lV·A child care programs, ReallOC3lO unused At·Risk funds '" States that 
have 	 exceeded the required State match. If the State unemployment rate increases 
dsamatieally. the amount of the required match would be reduced. Similarly. the capped 
entitlement would be increased in the event of high unemployment nationwide. (See 
description in JOBS. TIME L1MlTS AMJ WORK sectwn) 

(h) 	 Change the State match for all other lV-A child care programs '" the new, enhaneed match 
. for other IV-A services. : " 

2, 	 Program SimpljfitationfConsjstency IsSUes 

(0) 	 Continue to bave the lV·A child care funds flow", the lV·A agency but give the States the 
explicit option to contract to the lead CCnBG agency. 

(b) 	 Make the rvMA requirements fur coordination. public involvement, and ccnsultation in 
relationsbip to development of the IV~A child care plan consistent with the requirements of 
the CcnBG statute, 

<c) 	 Make the IV~A child care requirements consistent with CCDBG requirements with respect to 
parental rights and health and safety standards, 

Add to the health and safety standards _ion: 

(i) 	 a requirement that the State must have requirements that children funded under the 
IV~A child care programs are immunized at levels specified by PHS, States will be 
given the flexibility to exclude certain children from this requirement. 

(ii) 	 a requirement that the State must have rules to assure that no child has aeees.s to toxic 
and megaJ substances or weapons in the child care setting. 

(d) 	 Require that the State establisb and periodically revise sliding fee scales that provide cost 
sharing by the families that receive Federal assistance for child care services. The fee scales 
will be <he same for all programs (those used for CCDBG), 

(e) 	 Establish one requirement for State reporting to cover aU programs. with core data elements 
to be defined by the Secretary4 • 
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3, 	 Continuity of Care 

(a) 	 Give States the option under the IV~A programs to extend hours and weeks of care when 
reasonable w assure continuity of care for children, 

4. 	 Information to Earents 

(a) 	 Require that States must provide child care information ro parents (use CCDSO language, 
adding '(including options for care and payment). ') 

S. 	 SUDDly and QYilill! IIlilYos 

(al 	 Create a 10% set aside in the At·Risk program for supply building and qu<!lity improvements 
using language in CCDSO Section 658 (0) as allowable activities and adding as an allowable 
activity the expansion of the supply of .care fot infants and toddlers in low..income 
eommuoities (as defined by the States). 

(b) 	 Establish ""plicidy that licensing and monitoring of IV-A funded child care provider, is an 
allowable administrative oost. limited by a cap on expenditures of SIS million a year with 
State allocations set by a formula establisbed by the Secretary. 

<al 	 Prohibit S"".. from lowering their statewide lintilS below those in effect on January I, 1994. 

(b) 	 Retain the disregard, but mandate !hat States must offer working AFDC recipients !he saIOe 
level and forms of chUd care assist.aru:e as families in lOBS. TeC, and At-Risk Cbild eare. 
To accomplish this, States may tither offer families the choice of the disregard or a direct 
payment for care or they may instead offer them a supplement to the disregard. 

1. 	 Clarification arID, Guaraffiee 

Guarantee child care for volunteers whose aCUViUes are approved as part of their 
employability pi." under JOBS regardless of the availability of lOBS funding ror !hose 
activities if the volunteer still undertakes the approved activities. 

8. 	 Terrjtories 

Allow territories to use WORK. funds to pay for child care for WORK participants; continue 
to allow them to use JOBS funds to pay for child care for JOBS participants. Remove At
Risk Child Care 'from the territorial cap (See IMPROVUfG GoVE.k.NMENT ASStsrllNCE section). 
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II. IMPROVING TIlE EITC [Tide Ul] , 
1. Permitting Publicly Administered Adxanced EITC f3yment Sl:st~ 

CUtrent Law 

The eamed income tax: credit (ElTC) is a refundable tax credit avaUable to a low-income filer wlw 
Iws earned income and whose at/iU3ted gross Income is below speCified Ihreslwlds, u,w Inccme 
workers can claim the EITC wilen filing their tax returns et tbe end 'If the year. In addition. workers 
with children Iwve the clwIce Of obtaining a portion 'If the credit In advance through their employers. 
and claiming the balance of the <:redil upon filing their Income tax returns. The _ of the 
advanced poymtllll is calcu/",ed on the Iwsis thQl taxp<IYers have only' one qualifying child. The 
annual advanced ElTC P<IYltlelll CIl1llW< exceed (jQ percent of the maximum foil·year ElTC for a family 
with one child. In 1996. the maximum advance pcymeIIl would be $1.221 . 

.,jn empl<IYtt chaoslng to receive a ponlan ofthe ElTC In advance does so by filing a form W·j with 
his or her employer. The employer is nat required to verify empltJyee's ellglbllby lor the credit. 
Emp/tJyers may be penalized for joiling to comply with an employee's request for an advanced 
P<IYment, The employer calcul'aies the advanced EITC poymtInt to which an employee is enti1led Iwsed 
on the empltJyec's wages and filing status and adds the oppropriate amcunt to the empItJyee's 
P<IYcheck. The empltJyer reduces Its PtJyltlelll 0/ empltJymelll and Incoine taxes to the IRS by the 
aggregete amount 'Ifadvanced ElTC poymtInts mode during the periGd and reports this amount to the 
IRS on/lmn 941. ' 

dt the end ojthe YfiIJJ', the empltJyer notijies both the IRS and the empltJyee 'If the actual QlnDunts of 
advanced credits paid to the empltJyee by filling in a box 011 the fonn W·2. When filing their Income 
tax return QI the end 0/ the year, an empItJyee iJ required to report advance ptJyments. Iff1lIJ. oj the 
EITC. 

1'h£ proposal would promote use oj advance pa)'m£nJ option 0/ the Earned Income Tax Oedil 
(dElTC) by allawlJig selected public agencies to administer an advanced EITC P<IYllUlnt for I • ., 
income workers who voluntarily request it. For txample, a States might choose to administer the 
AElTC through Food Stamp offices. Stares are not permiJted to do this under current slatule. 

Few programs Ofe as effective in reaching the eligible population as the EfTC. Despite the successes 
of the current program. the del/very oj the EITC could be improved. particularly by enhancing 1M 
prububiIlry thtli lhe EITC will be claimed In advance /hroughow ,he year ralher IhIVI.1lS a year-end 
lump sum paymeru. In recenJ years, fewer than J percent of EITC claimaJus have received the credit 
through advanu: payments in their paychecks. The reasons for the low utilization rQle are not fully 
known, though a feeeN GAO study found that many low-income to:xpayers were unaware they could 
claim the credit In advance, ' 
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There may be ether harriers to participation in me adYance payment option. The GAO study also 
found that once informed, many workers slated tJu:t they MJOuid prefer to' receive the EJTC in a lump
sum payment. While some workers may simply prefer the forced savings aspect ofreceiving t.he crediJ 
in a lump sum, others may ftor their empluyer's reaction if they ask for a govemme1l1 wage 
soppleme1l1 to be added ;0 their paycheck. Othen may be fe. of owing the govemme1l1 G large 
sum ofmoney at thtt end ofthe yew because they received too large Dn aJtU)UJ/J in ativanct, 

II Is believed t:beJ welfatt nclpienls, In particular, could beruiflt from receiving lhe credlr DI nwre 
regular 	i11lervals throughoUllhe year. By receiving the credit as they earn wages, workers would 
observe the direct link between work effort oed rhe EITC. Public agencies tluU deal direCtly with 
welfatt rec/pie1l1s att uniquely advantaged to ensure t:beJ the A.ElTC option Is used freque1l1/y oed 
approprWely. '!hey coaJd e;cphzln to recipients wIuJ ore about 10 transition from welfare to work iww 
the A.ElTC will increase their Income stream, nwldng work a nwre rillianal option. 

Allowing States the optioo to provide advance payments of the ElTC through public agencies (e.g., 
the offices which also provide foad Slump benefits) coaJd droma/lcal/y increase use of the AElTC 
among the working AFDC oed tx-AFDC pOpuiatlolU. A State coaJd choose to targel information 
about the ElTC to welfare recipiellls or ilther fndivldua/s likely to become welfare rec/piellls but wIuJ 
are ClUTently outside the worlrforce. Individuals could have the choice oj receiving the credit frO'm a 
neutral third-party, wi/heut feor of notifying their employers of their ellglbUiry for the EITC. 
Moreover, they could receive DSsistance in determining the appropriole amount Of the E/TC to claim 
In advance. States woaJd also hcve the resources to verify eligibility for the credit belter tiwn 
employers, reducing the risk of eITontOus payments being made to ineligible penollS. This optioo 
would also allowfor on evalUiltion ofalternative delivery systems. 

Specifications 

(a) 	 A State would have the option to propose to the Secretary of the Tteasury a demonstration 
project pursuant to which advance payments of the EITC would be made to eligible residents 
through a State agency, Such agencies may include public assistance offices (AFDC and/or 
Food Stamps). Employment Service Offices. State fInance and revenue agencies. and so forth. 
A State may choose only one agency to provide the advance credit. 

(b) 	 Approval by the Secretary of the Treasury of a State's proposal would be tequired in all 
cases. The Secretary of the Treasury would oonsuIt with the Secretary of He.altb and Human 
Services, the Secretary of Agriculture) and other Departmental Secretaries as appropriate if 
the State proposal includes coordination of me payments and other Federal benefits. 

(c) 	 Where appropriate. States may include in their proposals coordination of advance payments of 
the ElTC and other Federal benefits (such as food stamps) througb electronic benefit 
teclInology, . 

(d) 	 State plans would be required to specify bow payment of the ElTC would be administered. 
States must L'ldude a detailed explanation of bow eligibility for the credit would be 
determined and verified. States would also have to agree to provide recipients and the IRS 
with annual information reports in a timely fashioD (typically by January 3t of the following 
year) showing the amounts of the EITC paid in advance. In addition, States would agree to 
provide the IRS with a listing by December 1st of tbe names and social security numbers of 
all persons who participated in the State program at any time during the year (through 
October), States which failed to meet these reporting: requirements would DQt be allowed to 
continue participation in the program. 
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(e) States would be: allowed (but not required) to provide: on an advanced basis up to 7S percent 
of the maximum amount of the credit for which the taxpayer is eligible and voluntarily 
requests. 

(f) Stales would redu.. payments of withholding taxes (for both income and payroll taxes) from 
their own employees by the amouo' of the advance payments made during the prior quarter. 

(&) 

,(h) 

After the processing of income tax returns and matching of returns with information reports, 
the Secretary of the Treasury would be required to issue an annual report detailing the extent 
to which EITe claimants under Stale plans; (I) panicipated in the State plan; (2) med a tax 
return; (3) reported accurately the amount of the advanced paym~ts payable during the year 
by the state; and (4) repaid any overpayments of the advanced EITC within the prescribed 
time. The report would also contain an estimate of the amount of the excessive overpayments 
made by the state. Excessive overpayments would include advance payments Dot reported on 
the tax return and advance payments in excess of the me calculated on the basis of 
information repOrted to the IRS and causing taxpayers to owe outstanding amounts to the IRS. 

I 
States would be required to repay the Federal government 50 percent of excessive advance 
payments subs'equentJy not recaptured by the IRS made to State residents participating in the 
plan over a 4 percent threshold, .The Secretary of the Treasury would demonstrate that due 
and diligent effort had been made to recapture these amounts through nonnal procedures. 
The 4 percent threshuld applies w all advanced payments made by the State for a given tax 
year. States would become liable for the excessive amounts two years after the due date for 
the filing of a w: return. 

(i) The Se<:'etary of Treasury and the Secretary of Health and Hu';"" Services would jointly 
ensure that technical assistance is provided to States undertaking demonstration projects aimed 
at increasing participation in the EITC and the me advanced payment programs. Sufficient 
training. and adequate resources would be provided to both agencies pursuant to the provision 
of technical assistance to the States. The Secretaries of Treasury and HHS will see that such 
pilots are rigorously evaluated. 

OJ The Secretary of Treasury, in oonsul12t1oo with the Secretary of HHS, shall enter into 
agreements with up to 4 States to pilot and assess the development and implement publicly 
administered advanced Earned Income Tax Credit initiatives, The Food Stamp population for 
the selected States can oot equaJ more than 5% of the Food Stamp cascload nationwide, 

(k) These agreements shalt provide planning and implementation grants to States selected under 
this provision provided: ' 

(i) that the Secretary of the Treasury also reviews and approv~ of the proposal submitted 
to the Secretary of DHHS; , 

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

(1) The total amount available under this provision for demonstration planning. organizing, and 
start-up is $1.4 mUlion and no individual State can receive a grant in excess of $500.000. 
These demonstration programs shall not exceed three years in duration. 

(m) ArDe and Food Stamp administrative funds can be used to pay for these provisions. 
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C. 	 INCOME DISREGARDS (Tide VII] 

Current Law 

Federal ifFDC law requires rlu:u all income received by an UDC recipient or applicant be counted 
against the AFDC grafU except income that is explicilly excluded by definition or deduction. States 
are required by Federal law to disregard 1M following ilIc"",,,: (I) for 1M first four mo1Uhs of 
earnings. working recipients are IJllowed a $90 work expense disregard. QnOlher SJO I.l1tSpecifled 
disregard. aruf one-third of remaining earnings o.re also disregarded; (2) the one·third disregard ends 
after four mo1Uhs; and (3) 1M unspecified $30 disregard ends qfter 12 months. 

In addition. a child care expense disregard a!$17S per chUd per month ($200 If the child is ander 2) 
Is permitted w be co/cul"ud qfter ruher disregard provisions hayt be.. applied. Currently. SSO ill 
child-support Is passed through to families with established awards. Stares are now required w 
disregard l~ EITC ill determining eligibility for and benefits under the AFDC program. 

The provisions proposed under this component are designed ro: (1) makI lhe treatment oj income 
simpler for bolh recipiems and welfare offiCials to understand: (2) ItIlJkt work a mort! attractive. 
rational option lor tiwSI! who W()wd COJJJinue to receive ilSSUtance: (3) remove lhe lime sensitivity 0/ 
current ruies (I.e,. eliminale provisions which change the ru.les gowrning the treatmenJ 0/ income 
depending on how long the person has worked); and (4) Impro,"" the economic well-being Of thau 
who need to combine work and welfan~. (See IMPkOVlNG GoVERNMENT ASSISTANCE Jar other earning 
disregard provisions) 

Specificatjons 

(a) 	 Require States to disregard a minimum of $120 in earnings, indexed for inflation in rounded 
increments of $10. 

(b) 	 States will have the flexibility to establish their own disregard policies on earned income 
above this amount for both applicants and/or recipients and WORK program participants, 

(c) 	 States shall have flexibility in establishing fiU-tbe-gap policies (i.e., States will have the 
flexibility to determine whkh types of income should be considered in developing a fiU-the
gap poticy, such as chUd support payments. stipends, etc, in addition to earned income). 

(d) 	 The AFDC $50 pass-througb of ciliJd support payments will a!so be indexed for inflation in 
rounded $10 increments. States will have the flexibility to pass·through additional child 
support payments aoove this amount 

, 

(,) 	 The Federally established earnings disregard and the S50 child support pm-through will be 
indexed 	for ir.t1ation according to changes in the consumer price index (CPl), The disregards 
will be rounded to the: nearest $10 increment. 



The base period for the provisions to index the disregards shall b~ the calendar quarter ending 
September 30. )996, The computation quarter for determining whether an adjustment is 
warranted shall be the calendar quarter ending September 30 for each year following 1996. 
For computation purposes. adjustments will be determined based on the un~tounded disregard 
amount. For example, if the unrounded adjusted value of the disregard is $125, then the 

-rounded disregard is S130, To determine the value of the disregard in the subsequent year. 
the change in Ille CPI will be compared to $126. not $130. Adjustments to tile disregards 
wiIl become effective the following January I. 

(I) The effective date of tIlese provisions ,hall be October I. 1996. 

Rationale 

'The proposal allows for greater Stale flexibility: State can determine the appropriate income disregard 
and ca.n delermine which sources 0/ income 10 disregard. The indexing oj the minimum amount wlll 
ensure 'hat warking recipients are afforded an adequate earned disregard in the future. 

, 
.I 
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PERFORMANCE MEASURIlS PROPOSAL [Title IV! 

1'1w pr(Wisions described in this section initiate a process that ",ill result in the development and 
implementation ofa comprehensive fMrjo17tUJllce measurement S'jSlem which rejlecrs and reinforces the 
el1U!rging "culture" of1M redesigned welfare system. 

Cyrrent JOBS Law 

Under tM SSA section 487 [FSA Secrion 203(b)] no' laler tiuzn October 1st, 1993, tM Secretary 0/ 
Health and Hunum SerllIces sI!aJ/; 

(1) in consultatioll with the $ecrelary of Labor, represenJaJives of organizations representing 
Governors. Slate and local program administrarors. educators. State job training coatdi7UJting 
councIls. communiry~based organizations. recipiems. and other inJeresred persons. develop 
peifonnance .standards with respect 10 the programs established pursuant /0 chis pan that art based, 
In parr, on the reStillS of the slutiieJ conducted ulUler section 203(c) 0/ such Act, and the initial SlOte 
eval"al;O'" (if any) perform£d I/lUkr $ecrion 486 0/ this Act; !IIld 

(2) lubmit hislher recommendations lor performance standards developed under paragraph (1) to the 
appropriate committees 0/ jurisdiction of Congress. which recommendations shall be made with 
respect to specific measuremenlS oj outcomes and be based on the degree of success which may be 
reasonably expected 0/ States in helping individuals 10 increase earnings, achieve self-sufficiency, and 
reduce weI/are dependency, and shall no' be measured solely by levels of activity or paniciparion. 
Performance standards developed under this subsection shall be reviewed periodically by the Secretary 
and modlflcd 10 Ihe extent necessary. 

J:urrent JOBS Program Performance Measures 

Participation rate for all AFDC recipients ~equired to participate in JOBS (45 CFR 250.14(b) and 
250.78) ~ For fiscal Year 1994 the required participation rate is 15%, This is to ensure that a 
minimum proportion of the AFDC adult population is participating at a meaningful (significant) level. 

Participation rate for AFDC·UP ,ecipients (45 eFR 250.74«) • For Fiscal Year 1994 the required 
participation rate is 40%. This is to ensure that a minimum proportion of the AFDC-UP principal 
wage earners or their spouses engage in work: activities. 

Target group expenditures (45 eFR 250.74(3)(1)) • At least 55" of a State's lOBS expenditures must 
be spent on applicants and recipients who are members of the: State's target poP1.llalions as defined at 
45 CFR 250.L This is to ensure that the hard to serve are served by requiring that 55% of iV-F 
expenditures are spent On the target groups defined in the statute or, if different, approved as a part of 
the State's lOBS plan. 

Current Data RePQrting Syslem 

The lOBS Case Sample Reporting Sy"em (CSRS) was established to meet some of the reponing 
requirements mandated by section 481 of the Social Security Act. However, the data necessary to 
establish participation rates is colleeted through both CSRS and aggregate hard copy. Oruy data 
necessary to establish the numerator for overall participation is collected through CSRS. The 
population from which eacb State must draw its sample (or in lieu of drawing a sample, the State may 
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submit the entire population each month) is defined as the number Qf JOBS participants that were 
engaged in at least one hour of activity in an approved lOBS program component during the sample 
month. In addition to lOBS program data, a limited amount of demographic data and child care data 
is also required to be submitted. ; 

, 


CUrren! DC I.!!w 


Under section 408 of the Social Security Act~ States are required to operate a qualify control system 
in order to ensure the accuracy of paymentS in the AFDC program. IStales operate the system in 
.accordance with time schedules, sampling methodologies. and review procedures prescribed by the 
Secretary. The law defines: what constitutes a payment.errorj how error rates and disallowances are 
calculated; the method for adjusting Stale matching payments; and the administrative and judicial 
reviews available to States subject to disallowances because of error rates in excess of the national 
standard (Le.• the nationaJ error rate for each year). 

The AFDG·QC system functIons primarily as a monitoring/auditing system. Its primary purpose is to 
establish the correctness with which payments are made to AFDC cases in each State. The AFDC
QC system also obtains the data necessary to produce the publication entitled "Characteristics and 
Financial Circurnstantes of AFDC Recipients." The AFDC-QC system is not used to meet any of the 
reponing requirements for the AFDC program. Subsequent to the establishment of this system. 
which is • subsystem of the National Integrated Quality Control System (NIQCS). OMB required 
additional AFDC data be collected to replace the biennial survey of AFDC families thal had been in 
place through 1979, ' 

One objecrive of weI/are reform is to transform the ·culture" of the 'WClfare syslem; from Qn 
itJJtitUlional system whose primary mission is 10 ensure that poor children have a minimal level oj 
economic resources to a system that jocuses eqUlJI attenrion on the task of integrating their adult 
caretakers into the econt.)mic and social mainslteam Of SOCiety, We envision an outcome-based 
performance measurement system that consists of a limited set of broad measures and focuses State 
elfons on the gools oj the trolllitional support system - helping recipients become sel.fsufficienr. 
reducing dependency. and moving recipienJs into work. The system would be developed and 
implemented ever time. as specified in Slatutt. Interested ponIes will be included In the process for 
determinIng outcome-based performance measures and standards. 

Until a sysrem incorporating outcome-based srandards can be puJ in place. Statt performance will be 
measured against service delivery measures as specified in statute, These service delivery Standards 
would be u.sed to monitor program implementation and operations, prcwwe incentives for timely 
implemeJUatiofl. and ensllre that States were providing services needed 10 tonven welfare fmo 0 

transitional suppon system, The currem targeting and panicip(JJioll siandards would be elimilUlted 
(see draft specifications on JOBS. TIME LIMns, AND WORK). The new service delivery measure jor 
JOBS would enSure that a substart/tal portion oj such cases IJrt being served on an ongoing basis. As 
soon as WORK program requiremems begin 10 take effeCt (i.t., two years after the fffcaive date oj 
Ihe stan Of Ihe ph(lse~in). Stales would be subject 10 a performance slfJMfJrd under the WORK 
program. Villi! automaJed systems are operational and reliable. Srate performance ViSM(J-vis these 
service delivery measures 'WOuld be blJsed t?1t in/ol'11U2lion gathereilthrough the modifif!d QC syslem. 
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Within a specified time period after enactment ofthis bill. the Secretary will develop a broader system 
ofstandards which incorporates measures addressing the Stat!!s' success in moving clients toward self
sufficiency tJ.nd redutlng their average lenure on welfare. .All accompanying regulations 10 this 
section shall be published wiIhin 12 months of the tlUlctmenl of Ihis OCI, unless an effective dale is 
othern'ise specified. 

RatIonale 

The standarfh against which systems performance are judged must reflect the emerging mission or 
goal of (he reformed system. the existing Quali/y Cenlrol (OC) system may oClually crea/e 
counterproduCtive incentives jor States tmempring to cope with this emerging institutional 
environment. QC focusses on how -welJ the income suppert function is done to the exclusion of alher 
systems goals. 7his directly shapes lhe atmf)sphere oj and feel wilhin welfare agencies; how 
personnel are selected and trained. how administrative processes are organized. IJnd the basis for 
allocating organittJIwnal rewards. 

It is a simple reality Ihat the management and IechnologicaJ demands which emerge from a system 
designed to change how people .fUnction are more complex than those for an income support system. 
Strategies lhat judge performance solely by inptJJs or effort wilJ no longer be adequate. The new 
sysfem eventually must be judged by what is accomplished ralher them how it is accomplished. At the 
same time. the challenges of transforming organizational cultures cannot be ignored: we must remain 
c:ogniz.anl oj the implementatioTl and operational challenges all levels of governmenJ will confront in 
moiling to the new syslem. 

In response to the dtnlatuir impcsed by subsramive organizational dumge, the ·ojficiar fOCUS 0/ the 
QC system will be revised to include program outcomes in iJddiJio71 to pa)'mem accuracy, 1hl QC 
system shoufd reflect the new mission of the system without jeopardizing the lmegriry of the program 
as it is curremly understood. This can be achieved through the development ofpetformance measures 
and standards that rEfleCt Ihe degree to which Ihe polley is implemented as in/ended and which 
eventually focus on resulls. while ensuring Ihat the residual income support functions are administered 
competently. The goal is that payment accuracy alUi olher designated perjonnance standards be given 
equal prwrity by the weI/are agency. 

Provisions J through 3 generally deal with requirements and procedures for establishing performance 
outcomes; provisions 4 and 5 deal with developing service delivery measures and swndards to assess 
whether the program is being implemented and operated as intended; and provision 6 provides the 
necessary authority to modi/i the QC system to carry oU/the monitoring/Unaions speCified in the ACI, 

Specifications 

J. Establishing an QutcomewBased Performance Standards System 

Pan 1: This provision provides general authority to the Secretary of DHHS to eSlablish on OjJlCOmt~ 
based performance standards system, 

The vision governing 'welfare reform is consistent Wilh the theme of ~reinventing governmellI, II 

Ultimately, this means less federal prescription, greater local flexibiliry and responsibility. and the 
measurement ofsuccess by owC'Omes and fIOt inputs or effort. 

68 



RaljQQ3Je 

These provisions eSlablish and reinforce the goal that StaJe perfomumce eventually wllJ be judged by 
the results they achieve and not the way they tu:h1eve lhtJse resultS. This means keeping a focus on 
tlu! goals of reform: moving diems toward se/fsufficiency and indepeJJJiente 'While ensuring the 
overall well-being ofchildren and lheirJamUies. 

SpeCifications 

(a) 	 In accordance with the effective dates specified. in order to assess State performance. the 
Secretary shaH enact an outcome-based performance standards system that will measure the 
extent to which the program helps participants improve their self.sufficien-cy, their 
independence from welfare~ their labor market participation, and the eC(}nomic well-being of 
families with children. As specified below, the S«:retary sball first develop outcome-based 
performance measures and then sball take steps to set expected standards of performance with 
respect to those measures. The system will also int!lude performante standards for measuring 
the extent to which individuals are served by the transitional support system (i.e.. service 
delivery standards). 

(b) 	 The current quality control system shall be revised to reflect the new performance standards 
system (see seclian on Qu.aliry CoiUTOf), 

(c) 	 The Secretary shall publish annually State-level data indicating State performance under such 
asystem, 	 I 

(d) 	 Amend Sec. 487 (b) to read: The Secretary may require States! to gather such information 
and perform such monitoring functions as are appropriate to assist in the development of such 
a performance. measurement system and shall include in regulations provisions establishing 
uniform reporting requirements for such information, 

,
(el 	 In adopting performance standards the Secretary shall use appropriate methods for obtaining 

data as necessary. whicb may include access to earnings records. State employment security 
records, State Unemployment Insurance records. and records coUected under the Federal 
Insurance Contributions Act (chapter 21 of the Interna) Revenue Code of 1986); drawing 
reliable statistical samples and revising QC reviews of AFDC payment and case information; 
and using appropriate safeguards to protect the confidentiality of the, information obtained. 

(1) 	 The Secretary shan. in oonsultation with appropriate interested parties, review and modify the 
performance measures and srandards, and other components of the performance measures 
system periodically as appropriate. , 

I 
2, 	 Deyeloving an Outcome-Based Performance Measurement System ~ 

Part 2: '/his provision requires the Secrerary 10 propose a specific set of ;lUennediate outcome 
measu.res and establishes a process and limelable for doing such. 

Before oUlcome~based standards are esrablished. a set of oUlcom~based measures will be pUi in 
place. (Nate: a measure is merely an aspect o/the program 011 whir:h data is colJected,'a sranti(lrd is 
a specific level oj performance rhal is expected Of States or agencies with respeci to that measure.) 
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These provisions are viewed as the firSt sup toward developing a true (Jutcome~ba£ed performance. 
measuremem SYSlenJ and recognize complememary work /(,lking place in. other agencies, 

Rationale 

Recognizing the complexity of this task. this legislation incorporates a prwfem strategy that moves 
forcefUlly. yet with reasonable caution in 1M direction Df developing an outcome-based performance 
system. 

Specifications 

(3) 	 By April I, 19%, for the purposes of enacting a performance measurement system. the 
Secretary will develop recommendations for specific outcome~based perfollllance measures 
(with proposed definitions and data collection methodologies) and shall solicit comments from 
the Congress. Secretades of Labor. Education, and other Departments. representatives of 
organizations representing Governors, State and local program administrators, educators. State 
job' training coordinating councils, community-based organizations, recipients, and other 
interested persons (hereinafter referred to as inltrested parties). 

(b) 	 The recommendations shall include the percentage of the caseload who reach the 2-year time
limit and may include but shall not be limited to measures wbich exan;tine: 

(i) 	 factors used in section 106 of the Job Training Partnership Act and any subsequent 
amendments such as placement and retention in unsubsidized employment and a 
reduction in welfare dependency; and, 

(ti) 	 other factors as deemed appropriate by the Secretary. 

(c) 	 Based on comments from the interested parties. the Secretary will finalize the measures and 
will publish them in tll. Federal Register by October I, 1!/96, 

3. 	 Implementing an Outcome:Based rtrfQrmance Measurement System 

Pan J: This provision requires the Secretary to set standards 01 performance for Stales to meet wilh 
, respect 10 the measures developed under prior provisions and sets some procedural 8iJideJines jor 

setting those standards, 

Knowing what we wanr to accomplish is differenr from setting·concrere expectations for States about 
what they ought 10 accomplish. The standards should be set carefully, with adequafe rime to obtain 
input from s.takeholders alUl bueresred parties and to fully assess the potencial impact of the 
staJUiards. 

Ratiooale 

It is imporrant to provide sufficient lime to think through an appropriate set ofmeasures wtih relevont 
parties and to carefully consider whaJ kind of realistic $1andards might be sel Wilh respecl to those 
measures. The legislatfon sets a time period to consider important measurement issues anti what 
consequences should be set for failure to meet established slandards. 

70 



Snecifications 

(a) 	 By April I, 1998, for the purposes of enacting outcome-based ~tandards, the Secretary, in 
consultation with interested panies, shall present recommendations for performance standards 
based on the performance measure information (as specified ab'ove) and other appropriate 
information. 

, 
(b) 	 Based on comments from the interested parties. the Secretary will finalize the standards and 

will publish them in the Federal Register by October I, 1998, ' 

(c) 	 The Secretary shall amend,die regulations for this Act to establish the penalties and incentives 
for the proposed standards by October I, 1998, These regulations shall specify thal the 
incentives may be paid from penalty payments collected and available funds in the Secretary's 
Fund, such that the result of such payments shall be cost-neutraL 

4. 	 Service Delivery Sjandards 

• 
! 

Pan 4: 1his provision requires that certain standards be sef to determine how well States art 

ImpiemelUing key aspects of{he new sysfem and sets rewards and pelUllties based on Ihose Standards. 


, 
To ensure that welfare systems are operating the progtom as intended. the new performance system 
will provide for awards and pena/lies jor Slate performance through adju.stments 10 the Slate's claims 
jor federal marching foruis on AFDC paymems and on JOBS service dollars. These measures are 
designed to provide positive and negative incenrives to States to serve recipients under the new 
transitional system and to monitor program operations. States would be subject 10 financial incentives 
for a momhJy panicipolion rate in JOBS and a panicipt1lion rote In WORK. In addilion, the cops on , 
JOBS extensions and de/errol assignments and Siale accuracy in keeping of lhe fiw}-}'ear dock are 
considered service deUvery sfandards. 

Rationale 

. 
Because major changes to Jhe welfare system are being proposed. if is crificallhat lhe extent fO which 
the intent of the law is being realized be monitored carefully. Measuring critical aspeClS of the new 
program wilJ provide necessary feedback upon which lojudge progress toward changing the "cullure" 
of fhe welfare system. while the proposed sef oj incemiws and penallies will keep Stares focused on 
lhe required changes. ' 

SoecificaltOnS 

(a) 	 Upon enacunent of this act. the Secretary shall implement service delivery measures for 
purposes of accountablHty and compliance. 

(b) 	 States shan be subject to service delivery standards upon the effective date of the new lOBS 
program. States shaH begin reporting and validating data for service delivery measures no 
later than 12 months following the publication of the JOBSfWORK regulations in a manner to 
be prescribed by the Secretary. 
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(c} 	 The service delivery standards apply omy to the phased~in mandatory population that is 
subject to the time limit (including those additional groups a State can opt to include in the 
phase-in group). 

(d) 	 Monthly Participation Rate in lOBS: Similar to current law. States are expected to meet a 
monthly participation rate. Using a computation period of each month in a fiscal year (Le. 
over a 12 month period), the State's monthly participation rate shall be expressed by a 
pertentage. and calculated as follows: 

(i) 	 The denominator consists of the average monthly number of indivIduals who are 
mandatOry for lOBS (Le., excluding those in the deferral status) 

(ii) 	 The numerator consists of the average monthly number of ~dividuaJs who are 
mandatory for JOBS (Le., excluding those in the deferral status) who participate in an 
activity. are employed and IMet the minimum work: standard (and remain on aid), or 
are in the sanctioning process as defined by JOBS program rules. The definition of 
participation for the purposes of calculating the monthly participation rate will be 
determined in regulation. 

(e) 	 The performance standard for the JOBS monthly participation rate is set at 50 percent, with a 
-51+5 tolerance level, with financial penalties if the standard is not met and financial 
incentives if the standard is ex.ceeded. For the proportion of c.asetoad below the standard 
(45%). a 25 percent reduction in the FFP for their AFDC benefits win be levied for the 
annual period covered by the rate. using the average AFDC benefit level paid in the State to 
ca1culate the amount of the penalty, (This penalty is not a 25 percentage point reduction. 
Rather, the penalty will reduce the FFP from 50 percent to 37.S percent, not from 50 percent 
to 25 percent.) There will be no pennllies or addItional payments for those States with 
participation rates between 45 and S5 percent. Penalties will not be assessed in the first year 
of program operation. 

(I) 	 If a State exceed, the JOBS monthly participation rate (55%) in a fi,eal year, the State will be 
entitled to receive an additional payment (without the requirement of any additiona1 nonfederal 
share) for use in carrying out its JOBS program. The payments will be made from penalties 
collected from State performance on other service delivery measures and from the Secretary's 
Fund. The Secretary shall determine the amount of the payments. 

(g) 	 WORK Program Participation Rale: To ensure that individuals who reach the time limit are 
assigned to work slOtS. States wil1 be expected to meet a WORK participation standard. 
Financial penalties are applied if the standard is not met. The WORK performance measure 
would take effect twO years after the effective date of this 1egislation (see JOBS, TIME UVITS. 
A.\V WORK secliofJ). To meet this standard, States are required to meet either: 

(0 	 Case I: The number required so that 80 percent of those who are registered for the 
WORK program are assigned to a WORK slot or are in other defined statuses (a.~ 
explained belOW), Using a computation period of each month in a fl.Scal year (Le. 
over a 12 mOnth period). the WORK participation rate is expressed as a percentage 
and is calculated as follows: (1) The denominator consists of two parts: first, the 
average monthly number of individuals who are registered for the WORK program 
(i.e.• excluding those in the deferral starus)~ and second> the average monthly number 
of individuals who left the WORK progra:n within the last three months and are 
working in an u!\Subsidized job and are not eligible for an earnings supplement. (2) 
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The numerator consists of the average monthly number of individuals who are 
assigned to a WORK slot, are in the sanctioning process' as defined under the WORK 
program rules, are participating in a WORK job search activity between WORK 
assignments (for a period of up to three months). or, who left the WORK program 
within the last three months and are working in an unsubsid1zed job and are not 
eligible for an earnings supplement. The exact definition of the rate wiU be specified 
in regulation. Or. 

(Ii) 	 Case 2: The number required so that total number of WORK slots the State is 
required to create. based on their funding allocation, are filled by individuals assigned 
to a WORK slot. Under this option. the number of WORK slots the State is. required 
to create will be determined by dividing the annual capped WORK allocation by a 
figure representing the cost per work slot, with the Janer to be determined by the 
Secretary, 

(h) 	 For the proportion of easeload below the applicable standard. Ii 25 percent reduction in the 
FFP for their AFDC benefits will be levied for the annual periOd covered by the rate. using 
the average AFDe benefit level paid in the State to determine the amount of the penalty. 
Penalties will not be assessed in the ftrst year of program operation. (This penalty is not a 2S 
percentage point reduction. RathetJ the penalty will reduce the FFP from 50 percent to 37.5 
percent. not from 50 percent to 25 percent.) 

(I) 	 States wit! be required to place individuals who have most recently hit the time-Umit into 
WORK slots prior to other WORK participants (e.g,. those who have already completed a slot 
and arc awaiting re-assjgnment). 

ij} 	 CaDS flU Deferral~ and JOBS Extensions; For any cases above the cap for deferrals and/or 
above the cap for JOBS extensions. a 2S percent reduction in the FFP for their AFDe 
benefits will be levied, using the average AFOC benefit level paid in the State to determine 
the amount of the penalty. Penalties will not be assessed in the first year of program 
operation. The penalties do not apply if the State submined a proposal to the Secretary to 
raise the cap and the Secretary granted such a waiver. (This penalty is not a 2S percentage 
point reductkm, Rather, the penalty will reduce the FFP from 50 percent to 37.5 percent. not 
from 50 percent to 25 percent.) (Stt also JOBS. TlME llMm. A.ND WORK sec/ion) 

(k) 	 As appropriate, the Secretary may require States to report other'data elements related to the 
provision of JOBS and WORK services, sUl:h as the provision on teen case management 
services. Such additional reporting requirements will be specified in regulation no later than 
12 months following the enactment of this act, 

(t} States are not eligible for additional payments for exceeding the JOBS monthly participation 
rate if the Secretary determines: 

, 
(i) 	 the accurac:y of a State's time-dock falls the threshold standards for time.. clock 

accuracy, as. defined subsequently in regulatjons; and/or. ; 

(ii) 	 other required data on the JOBS and WORK program reported by a State that fails the 
threshold standards for data quality. as defined subsequently in regulations, 
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5, 	 Client Feedback 

Part S: This provision requires thai States establish (l process lor collecting clienl feedback on their 
experience in tM program lIS a method jot improving program opera/ions. 

There has been liltle study in the pilJt of client perceptions of the services provided through tM 
welfare deparrmem. However. similar to the way customers' reactiollS ore important to tilt business 
community. understanding and managing client feedback Olt the services they receive provide 
important information on areas where program perfonnancl! could improved. Additionally. it 'Will be 
Imponant 10 establish mechanisms to ensure [eedhack on the qualify oJ services provided by public, 
rwnprojiJ, and private agencies. 

RatjoIU11s; 

One aspect of reinventing government is to l1UJ1:.e public systems diem· or l1UJJ'ket-driven, In a time~ 
limited cash assistance progrant. providing pilrticipants with quality services mui opportunities 
through 'tvhich 10 enhance Iheir human capital and improve their ciuJnces in the labor market seems 
essential. Obtaining jeedback direaly from the "customers" is one way ofhelping program maMgers 
ensure rhai they provide participants what is needed. 

SnecifiqtiQDS 

(a) 	 Each State sbaH establish methods for obtaining. on a regular basis, information from 
individuals and employers who have received services through the JOBS and/or WORK 
program regarding the effectiveness and Quality of such services. Such methods may include 
the use of surveys. interviews. and focus groups. 

(b) 	 Each State agency shall analyze the customer service information on a regular basis and 
provide a summary of such information for use in improving the administration of the 
programs. 

6, 	 Expanded Mis."IQn for Quallt~ Control Systs;m 

Fart 6: This provision provides the Secretary with the authority to review and modiflthe Qualiry 
Contro} system as needed atUi sels up some procedural g!,Jidelines for idemijying the needed changes 
and making those changes. 

The following language all(}Ws the Secretary to build on the currem payment accuracy Qualiry Cor.:rol 
system to a incorporate a broader system focused on the peiformance standards established in statute 
or by regulation and to ensure the eJficienl and effective opera/ion of the JOBS/wORKfnme Limited 
Assistance program. Payment accuracy will be retained bur as olle element in a broader pe;j'ormance 
measurement role for the QC sysfem. 
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Rationale 

Operating Q pnformance driven accowuabillly system requires resource~. Until lhe new system is 
fully developed, it will be difficu1110 estimate what those resource requirements will be. Some ofthose 
resources mUSt came from lhe t.Xisting QC syslem. necessitating changes ill that system. The 
Secretary must IuJve authority t(J make Ihose changes in a way that does not sacrifice the ability to 
ensure the imegrlry and accuracy oj income maintenance payments. : 

Specifications 

(aJ 	 The Secretary ,hall build on the current QC system to establish procedures for determining. 
with respect to each State~ the extent to which any and all performance s.tandards. establis.hed 
by staNte or regulation are being met. The Secretary shall modify the scope of the current 
QC system as deemed necessary to accommodate the review of the additIonal data elements 
and new performance measutes and standards and shall report the modifications to Congress. 

(b) 	 To this end, the Social Security Act will be amended to expand the purpose of the QC system 
to include: improving the accuracy of benefit and wage payments in the AFDC and WORK 
program, assessing the ,quality of State~reported data, ensuring the accuracy of State reporting 
of JOBSfWORK data requited under this act. ensuring that other performance standards are 
-met. and fulfilling other appropriate functions of lit performance measurement system. 

(e) 	 The Secretary shaH designate additional data elements to be collected in a QC review sample 
to fulfill the needs of a performance measures system (pursuant to section 487 as amended 
under this part), shall amend case sampling plans and data collection procedures as deemed 
necessary to make statistically valid estimates of program performance identified elsewhere in 
this section, and may redefine what is counted as an erroneous payment in the QC system. 

(d) 	 States shall conduct periodic:. internal audits of their JOBS and WORK processes to ensure the 
accuracy of reported data and annual audits to estabHsb accuracy rates. The Federal 
government would specify the minimum sample sizes to achieve 9(} or 95 percent confidence 
at the lower limit (the method generally used by OJG). States would also be permitted to use 
cu.rrent QC resources to conduct special studies to test and improve the current system. 

•. 
(e) 	 The Secretary shalt. after consulting with the States and securing input from knowledgeable 

sources, publish regulations regarding cbanges in the design and administration of existing QC 
functions as well as enhancements to that system, These proposed changes will be published 
nO' later than 6 months after enactment of this Bill. 
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INFORMATION SYSTEMS M'D lNFRASTRUcruRE ITiUelVj 

Current Law and Background 

In the late 19705, the Federal government decided to improve the administration of welfare programs 
through the use of computerized information systems. The Congress enacted PL 96-265 and 
subsequent legislation w grant incentive funding to encourage the development of automated systems. 

In 1981~ the AFDC program released the Family Assistante Management Infoanatjon SYSleID 

fFAMIS) specifications and updated them in 1983. In 1988, the Food Stamp Program (FSP) released 
similar guidelines in regulations. and updated them in 1992. Inuntive funding is also available for 
statewide. Cbild Support Enforcement (CSE) systems. 

A recent GAO report indicated that, in the previous 10 years the federal government had spent nearly 
$900 million in the development and operation of AFDC and FSP automated systems IDone. In the 
Omnibus Budget Reconciliation Act of 1993, the Congress repealed enhanced funding for AFDC and 
FSP eff"",ive April 1, 1994. 

An emerging priority of FedetaJ funding agencies has been to encourage States to implement more 
cosl..effective systems wbich integrate: service delivery at the local level. This bas enabled many 
States to begin using combined application fonns for m\lftip!e programs (inc!uding AFDC. FSP. and 
Medicaid) and a combined interview to determine eligibility for the various programs. Consequently, 
with systems support. a single eligibility worker can process an application for several programs at 
the same time. 

Another priority is the development of electronic transfer of funds or Electronic Benefit Transfer 
(EBT) technology to deliver benefits. This technology allows tecipients to use a debit card, similar to 
a bank card. at retail food Sfores and automated teller machines (ATMs) to access their benefit 
acCO\lntli. Plans to expand the use of EBT systems are mentioned in the Vice President's National 
Performance Review. 

Under current Jaw and regulations. States and the Federal government have developed elaborate 
computer management information systems for financial management and benefit delivery, program 
operations. and quality control. Some programs, such as ChHd Support Enforcement, are in the midst 
of large~scaIe (and long-term) computer system cbange, while others. such as AFDC (with its FAMIS 
systems), are n~ing completion of a development cycle. 

Both FAMIS and Cbild Support Enforcement Systems (CSES) bave been funded under an enhanced 
funding (90 percent) match. Panly as a result of this incentive funding, many States have integrated, 
automated, income m.aintenance systems whIch assist caseworkers in determining eligibilily. 
maintaining and tracking case Status, and reponing management information to the State and Federal 
governments. 

Other essential welfare programs, namely JOBS and thUd care. have limited and fragmented 
'automated systems. For the most part, States could fund parts of these systems at the 50 percent 
match rate. States report that administrative funds have not been available to fully automate and 
interface JOBS and Child Care with other programs within the Slate, 

Many of these systems have serious limitations: limited tlexibHity. lack of interactive access, limited 
ability to exchange data electronicaily. etc, Even the most sophisticated systems f.aH short of the goal 
of allowing State agencies to use te;:hnology to: 
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• • 

, 
• 	 Eliminate the need for clients to access different entry points before they receive services; 

• 	 Eliminate the need for agency workers (and clients) to encounter and understand it wide 
,"'ariel}, of complex rules and procedures; 

• 	 Share fully computet data with programs within the State and am~ng States; and 

• 	 Provide the kind of case tracking and management that will be needed for a time-limited 
welfare system. 

vision and Rationale 

Computer and information ,tecimoJogy solutions will support welfare reform by providing new 
automated screening and intake processes. eligibility decision-making tools, and benefit derivery 
tectmiques. Application of modern technologies such as expert systems, relational databases, voice 
recognition units, and high performance computer networks, will help empower families and 
individuals seeking assistance, At the same time. these technologies will assist in reducing fraud and 
abuse so that Federal and State benefits are available to those who are in need. 

State-Level ~tems and National ClearinghQuse 

To achieve this vision, we are proposing an information infrastructure which allows, at the State 
level, the integration and interfacing of multiple systems. for example" AFDC. food stamps. work 
programs, child care, Child Support Enforcement (CSE), and others. The Federal Government. in 
partnership with the States, or groups of States in partnership with the Federal Government. may 
develop model systems that perform these functions or subsets of these functions. 

To support the broader infonnation needs, the new information infrastructure needs to include, on the 
one hand. a national data "clearinghouse" to coordinate data exchange and fur other purposes and, on 
the other, enhanced State and local information processing systems to improve management and 
delivery of services. 

Enhanced State Systems, At the Slate and local level. the systems infrastructure would include 
automated subsystems for intake, eligibility determination, assessment. and referral; case management 
and service delivery; and benefit. payment, and reporting. The infrastructure would consist of new 
systems components integrated with existing systems or with somewhat enhanced existing systems. 
Variations in existing automated systems would make it unreasonable' to try [0 standardize these 
systems, Rather, we need linkages that allow for the accurate exchange of data between systems, 

By linking the various programs and systems. States would be able to provide integrated services andl 
or benefits to families and individuals "aHisk" of needing financial assistance. those receiving 
assistance. and those transitioning from public assistance program to self~sufficiency. As part of this 
automation effort, enhanced funding will be offered as an incentive for States to develop and 
implement statewide, automated systems for JOBSIWORK management and monitoring, and to enable 
seamless services for child care. Such an automated system infrastructure would enable States to 
provide greater support 10 'families who might otberv.'Jse dissolve, as well as to parents who may, 
because of unmet needs, be forced to terminate employment or training opportunities. 

In addition. as Electronic Benefit Transfer (EST) and Electron1c Funds Transfer (EFT) become more 
widespread. they would be used for other programs, su<:h as child care reporting and payments, and 
reporting of JOBS participa.tion, As an example, a JOBS partkipant could be required to self~report 
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either through a touchwtone phone that connects to a Voice RecognitIon Unit (VRU) or through the 
use of plastic card technology. 

Enhanced DetectloD of FrauiUmd Abuse. For detection and analysis of fraud and abuse, computer 
matching nf records and sharing of data among State programs and at a national level would be 
increased. For example. the child support information needs for establishing an order or in review 
and modification would be extremely valuabJe for acteSs by the AFDC agency. after the agency has 
performed prospective e1lgU:dHty determinations, but before benefits are granted. In addition, the 
National Clearinghouse would be extreme1y helpful in ensuring that an individual does not obtain 
AFDe beyond the time Jimit, does not receive benefits in more than one location or for children 
claimed by another family. or fails to repon employment, 

Data and RepgOing un frogram Operations and Clients. Current methods for data gathering and 
reporting requirements on program operations and clientS could be reduced. Many of the current data 
and reporting requirements will be superseded by new ones. but in any case, many current items are 
of low data quality or of little interest. Current requirements will·be fe-examined. 

National ClearinghQuse. The National Clearinghouse will be a collet'tion of abbreviated case and 
other data that Hpoints" to where detailed case data resides and provides the minimum information for 
implementing key program features.. Described in detail under the Child Support Enforcement 
section, this Clearinghouse will not be a Federal data system that performs indIvidual case activities:. 
While information will be coming to and from the Clearinghouse. it will contain limited data - States 
will retain overall processing responsibility. 

The Clearinghouse will maintain at least the following data registries: 

.. 	 The !'!latiQnal New Hire R~g;istry will maintain employment data for individuals, induding 
new blre information. 

• 	 The National Locate Registry will enhance and subsume the current Federal Parent Locator 
Service (FPLS) functions. 

• 	 The ~atiQ!lal Child Supoort Registry will contain data on all non·custodlal parents wbo bave 
support orders, 

.. 	 The National Welfare RecejfifRegjslD' win contain data to operale a time-limited assistance 
program. such as the beginning and ending dates of welfare receipt, participation iit various 
work programs, and the name of the State providing benefits. 
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A. 	 NATIONAL WELFARE RECEIl'T REGISTRY 

(a) 	 As part of the National Clearinghouse, the Secretary of DHHS will establish and operate a 
National Welfare R~eipt Registry to assist in operating a national time-limited assistance 
·clock.~ . 

(b) 	 The Clearinghouse. described more fully in the section on Information Systems for the Child 
Support Enforcement Program, will contain four Registries including the National Welfare 
Receipt Registry. At.a minimum. the Welfare Receipt Registry will assist Sta.tes in 
calculating the remaining months an individual may be eHgibJe to receive benefits and reduce 
fraud and abuse. 

(c) 	 The National Welfare Receipt Regislty wilt be maintained by obtaining electronically from 
each State IV..A agency information on individuals receiving benefits. Upon request, the 
Oearinghouse wiU send electronieally information to the State agency. 

(d) 	 The information to be exchanged is as fonows: 

(i) 	 IDfomatio" to be sent to the CJearingbouse includes identification information. such 
as the names and Social· SecurJty Numbers of members of the family; the dates an 
individual went on and off assistance; panicipation information for AFDC, JOBS and 
WORK programs; information on extensions of time~limits and sanctions for non~ 

compliance for these and other programs; as well as other information as determined 
necessary by the Secretary. 

(ii) 	 InformatlQD to be received from the Clearinghouse includes whether the applicant has 
been reported to have received assistance and? if so, when and iD which State(s); 
whether the Social Security Numbers supplied are valid; whether the applicant is 
contained in the New Hire Registry as being recently employed; and other information 
as determined by the Secretary. 

(e) 	 Information Discrcpancies; If an information discrepancy exits between the information the 
dient presents to the State agency and the information in the Clearinghouse, the Secretary will 
assist in the resolution by verifying that the data contained in the Registry reflects the 
information contained in the State agency records wbere the individual had pnwjous 
assistance. correcting the Clearingbouse information if necessary. and reponing the updated 
information to the requesting State. 

(1) 	 The States involved musr take appropriate actions to resolve the discrepancy in accordance 
with normal due process requirements and must submit corrected information to the 
Clearingbouse when the discrepancy is resolved. 

B. 	 STATE TRANSITIONAL ASSISTANCE SUPPORT INFORMATION SYSTEM 

(a) 	 The State agency, in order to assist in the administration of time-limited welfare, will 
establish and operate a statewide. automated, Transitional Assistance Support Information 
System, This system will serve to significantly improve the effectiveness and efficiency of 
State systems information infrastructures fot the management, monitoring. and reporting on 
clients as they work towards independence and self sufficiency. The Slate may receive 
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enhanced funding for these changes under specific approaches approved by DHHS and 
described below. 

(b) 	 The minimum capabilities of the State system include: 

(i) 	 Exchanging information as described above in A(d) in a standard. electronic format 
with the National Clearingbouse; 

(ii) 	 Querying electronically the National Welfare Receipt Registry in the National 
Clearinghouse before granting assistance; 

(iii) 	 Using the information received from the Clearinghouse in the determination of 
eligibility and time period for which assistance may be granted; 

(iv) 	 Reporting corrected or updated information to the Registry; and 

(v) 	 Meeting current statutory requirements for security and privacy, 

(c) 	 Ahernalh::e Interim Method: The Secretary may approve an alternative interim method if the 
State demonstrates that the alternative will be effective in reporting, receiving. and using 
transitional assistance information and tbe State bas an approved Advanced Planning 
Document for the Automated Data Processing System that meets requirements in the proposed 
statute. 

(d) 	 The State may also augment the minimum system descdbed above in specific ways and 
receive enhanced match for development 00515 under certain conditions. (The specific 
conditions are descdbed in a later section.) Under this augmented system, clients will receive 
considerably enhanced service responsiveness through prescreening to match available services 
to individurus and determine the required qualifying and verification information needed for 
each service. 

C. 	 STATE AUTOMATED SYSTEMS 

Ca) 	 As part of building better automated systems. States will be offered enhanced funding if they 
take one of two strategies to automation projects. That is, to eronomicaHy and efficiently 
develop and implement automated systems in suppon of AFDC, child care, and JOBSIWORK 
programs, the Secretary will. as a condition of enhanced funding, require States to develop 
and use model systems developed in partnership with the Federal Government and other States 
under one of two approaches, 

I. 	 federally Led and SpOD${lrtd Model Sys.tems. in Partnership with Slal~ Agendes 

Under this approach. the Depanment in partnership with the States will desigll and develop 
model automated support and case management information systems that assist the States in 
managing. control!lng, acoouming for, and moniloring the factors of the Stale plans for 
AFDC, child care, and JOBSIWORK programs as well as providing security safeguards. 
These model systems are described beIow: 
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(a) 	 Iransitional Assistan£e Supnott Information System: This model system will provide 
statewide, automated. procedures and processes to meet both the minimum requirements 
described above plus additional functions. The additional functions include at least: 
performing intake and referral; monitoring and reporting against some performance measures; 
ex.changing information on-line with the CJearinghouse; and exchanging data with other 
automated case management and information systems. 

, 
(b) 	 Child Care Case Management Informatjon System: This modeJ system wilJ provide 

statewide. automated, procedures and processes to achieve seamless chlld care deUvery. 
including all child care programs of the State. This system will assist the State in 
admini'll'aIion of child care program(,) and to manage the ""n-service related CCDBO funds, 
The functions will meet both the minimum requirements described above plus add itional 
functions which will include, at least, the ability to: identify families and children in need of 
child care, establish eligibility for child <:are, and determine funding ,ouree(s); plan and 
monitor services. determine payments. and. update and maintain the family and child care 
eligibility status for clliJd care; maintain and monitor necessary provider information; process 
payments and meet other fisl:a1 needs for the management of child care program(s); produce 
reports required by Federal and State directives: monitor and repon performance against 
performance standards;, and electronically exchange information j with other automated case 
management systems and with the ~tatewide automated transitional assistance support system. 

(e) 	 JOBSfWORK Case Management Information...System: This model system win provide 
statewide, automated. procedures and processes to control, account for, and monitor aU 
factors of the lOBS and WORK programs and suppOrt both management and administrative 
activities of the programs. These functions will meet both the minimum requirements 
described above plus additional functions including the capability to: assess a participant's 
service needs~ develop an employability plan; arrange, coordinate. and manage the services or 
resources needed for the plan; track and monitor ongoing program participation and 
anendatlce~ exchange information electronically with other programs; and provide 
perfonnance and assessment information to the Secretary. 

2. 	 Multi-State CQllaboratiye Projects. State Lead with Federal partnersbiu 

Under this approach, the Department wiU assist and support State ]VwA agencies, or the 
State's designated contracted agency (for child care or JOBS), in multi~State collaborative 
projects for purposes of designing and developing automated system models and in developing 
elihancemenLs to existing systems ~ follows: 

(a) 	 Transitional Assistance SupPort System' ]n addition to meeting the Federally~sponsored 

model system functional specifications described above, States may. in collaborative efforts, 
augment their systems to include automation of additional functions as follows: determining 
eligibUlty; improving government a..,sistance standards; perforniing case maintenance' and 
management functions; cruculating.'managing, and reconciling payments to eligible re\:ipients; 
providing for processes and procedures 10 detect and prevent fraud and abuse; and producing 
reports, 
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(b) Child Care and }OBS!wQRK Case Management Information Systems; States may, in 
collaborative efforts. design, develop. and implement automated information systems that 
meet the model functional specificatiOns of ChUd Care and JOBS/WORK described in the 
Federally-sponsored model approach. 

D. FEDERAL FUNDING FOR NATIONAL WELFARE RECEIPT REGISI'RY, MODEL 
STATE SYSTEMS TO SUPPORT STATE ACTIVITIES, AND TECIL'IICAL 
ASSISTANCE AND TRAINING 

(al $6 million will be need to establish the National Welfare Receipt Registry in FisCal Year 1995 
and $4 million to operate the Registry for each of fiscal years 1996 through 1999; $7.5 
million will be needed to develop the model systems for each of fiscal years 1995 and 1996; 
and $1 million will be needed to provide technical assistance and training to States for each of 
fiscal years 1995lhrough 1999. 

E. FEDERAL FUNDING OF STATE SYSTEMS 

(a) Under certain conditions, States may claim Federal Financial Participation (FFP) for the costs 
to establish and operate automated systems described above. Two matcb rates win be 
available. 

(b) Enhanced Mat,h, States are eligible for enhanced matcb (80 percent FFP) for up to 5 years 
after enactment for costs incurred in developing and implementing automated systems 
described above, inch,.lding the costs of computer hardware, on the condition that the approach 
to system design. development, and implementation meets one of the two approaches; 

1. federally Svonsored Modeli The State adaptS and implements a mode1/protolype 
system developed by the Sec:retary in accordance with the functional specification 
described in that section. or 

2. MuIti~Sjat~ Collaboratiye Proi,w: The State, througb a collaborative multi·State 
consortium. jointly designs, develops, and/or implements, a system or subsystems in 
accordance with the functional conditions and specifications described in that section, 

(c) The Federal portion of the enhanced match will be lirnired to $800 minion and win be 
available over a five year period State-by-State in accordance with a formula that takes into 
consideration State program caseload, existing level of automation and performance and 
progress against an approved advance planning document. The Secretary will develop 
reguJations for the definition and .implementation of these funding provisiOns. 

(d) , ExceptiQn for Ad:mugiQn of Existing System W Meet Minimum Requjrements; If a State 
demonstl'ates to the Secretary that modifications to an existing system meet the minimum 
requirements \if a Transitional Assistance Support System as described in that section and 
meet certain additional conditions, the Secretary may grant an exception to the enbanced 
fundit!:g requirements. The additional conditions are that the State requires limited 
enhancements to an existing system and the State demonstrates that it would be more cost
effective to proceed independently or with custom modifications. 

(e) ReguTar M!U£h: States wil1 receive SO percent FFP for operational costs and for costs they 
incur if they do not foflow the enhanced match provisions described above and for systems 
features be)'ond those provided above. 
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F. ADDITIONAL FRAUD AND ABUSE PROVISIONS 


Under this proposal. statutory provisions will require that SlattS and specljic Federal agencies utilize 
the inJonnation jor purposes of reducing waste. fraud. and abuse, In order to ensure thaI Federal 
and State agencies implemem and utilize the prescribed systems effectively lor these purposes the 
following provisions opply. Federo/ anti Stare expenditures for specific adminIstrative COSIS will be 
reduced if - despite full imp/ementOlion and use of the systems - actual sQvings from antifraud 
provisions do not mett anticipated savings. This provision wUl ensure thar Federal and State agencies 
Iuwe Q stake in the successfUl implementation and operation 0/ in/ormation systems jor amifraud and 
abuse purposes. 

SpecjficatioDs 

(a) 	 The Department of HHS will certify that the systems associated with the National New Hire 
Registry, the National Gbild Support Registry, and the National Welfare Receipt Registry are 
operational. 

(b) 	 For the purpose of reducing waste. fraud and abuse. the Office of Management and Budget 
(OMS) must certify that required Federal agencies have implemented and utilized the 
information fuU)' to utilize information from these data systems, : 

(c) 	 If OMB. i!l consultation with the Secretary of HHS. certifies that!actUaI savings as a result of 
increased Federal and State activities of anti-fraud provisions are Jess than $290 million over 
five years (including savIngs as a result of Federal agencies fully utilizing the information) the 
fonowing expenditure &haH be reduced to make up the short-faU (This provisian shtill apply 
only 1/all provisions specified In (a) fJJId (h) are folly mel): 

(i) 	 The 2% set-aside for technical assistance. research and demonstrations (as specified in 
the TECHNICAL ASSISTANCE. REsEARCH AND DEMON5TRATlON section) and the 1% 
set-aside for training, tecbnicaJ assistance, research, and demonstrations (as specified 
in the CHILD SUPPORT ENFORCEMENT section) shall be reduced by an amount equal to 
the difference or up to the amount of the set·aside. 

Oi) 	 If the shortfall in savings is stm greater than in (i). additional funds shall be reduced 
via the following mechanism: States that fail to imp1ement the improved verification 
data source will receive 3% less in IV-A administrative matChing funds. 

(d) 	 This provision shall be as,essed in FY 1998. Penal,ies, if applicable. will be applied to FY 
1999 funding. and every year thereafter. 

(e) 	 This provision shaH expire at the dose of FY 2004. 
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TEClL'1ICAL AsSISTA.'1CE, RESEARCH, DEMONSTRATIONS, AND 

EVALUATION lTitle IV] 


A. 	 TECHNICAL ASSISTANCE, RESEARCH, AND EVALUATION 

1. 	 AuthQrity to Tap JOBSfWORK and Child Care Funds For Researtb. DemQrui1tatioos. 
Evalpatjon and Technical Assistanee Purnoses 

CurreotW 

There art tl variety of ways lhaJ funds art Jel aside jor evaluation oversight and technical assistance 
suppon to programs. 1he Family Support Act, lor example. authoriUs specific amountS for 
implementation and effectiveness studies of the JOBS Program. Under the Head Sum Aer. 13 percent 
of annual apprt)priarions are reserved by the Secretary for a broad range 0/ uses including training. 
technical assistance and evaluation. The SeCretary oj HHS, at her discretion. sets aside 1%ofPublic 
Health program fimtJlng for evaluation oflis programs. 

Welfare reform seeks nothing Jess than a change in the "culture" Of the welfare sysum. This 
necessitates making major changes in a system that has primarily been focused on issuing checks. 
Now we »ill be expecting States 10 change iFldividual behewior and their own instuUlions 50 that 
welfare recipients will be moved into mainstream society. This wl/J not be done easily. We See a 
major role jor evaluation, technical assistance and in/ormation sharing. inillally, States wiJ[ require 
considerable assistance as they design and implement the changes requI'red under this legls/alion. 
Then. as one State or locality finds strategies that work. those lessons ougJu to be widely shared with 
others. One of the eiemcJUS critical to chis reform effort has been the lessons learned from the careful 
evaluations done of earlier programs. Tlwss lessons and the feedback secured during the 
implementation o/Ihese refOrms will be used ill a jomuuive sense attd will guide continuing innovaJion 
inlo the future. We propose reserving 2% pi the lOud annual capped etuitlement funding jor JOBS 
and At·Risk Chl/d CiJre in FY 1990. FY 1997. and Ff 1998 and 1% o/the JOBS. At·Risk Child ClJre 
and WORK annual capped enritlement in fiscQ] years thereafter jor research. dem(jllstrarions, 
evaluation. and technical assistance. with a significant am()ulII resef"'Ved jor child. care" We seek 10 

evaluate demonstrations in Q number ofdifferent areas. Piease see the sections on MAKE WORK PAY, 
CHIlD SUPPORT ENFORCEMENT. and PJiEVENT PREGNANCY AND PROMOTE PA.P.ENTAJ. RESPONSIBI1J1Y, 

Rationale 

SuffiCient fonds should be available to ensure that the Department(s) Can provide adequate levels of 
technical assistance to States. oversee State implemenlation of welfare reform. and carry OU! other 
supponive research and (raining activities, Tying funds 10 a percemage of the overall program 
dollars ensures that as the program grows. furul; for research. evaluation and technical assistance 
also grow. 

So!!£ificaliQns 

(a) 	 Reserve for the Secretary from amounts authorizW for the capped lOBS, WORK and At·Risk 
Child Care funding, two percen' of JOBS and child care funds in Fiscal Years 1996 through 
1998, and one percent of JOBS. A,·Risk Child Care, and WORK for each fiscal year 
thereafter for expenditures for research. evaluation, the provision of technical assistance to the 
States and to carry out research, evaluations, and demonstrations as described. below. 
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Technical assistance is defined broadly to indude training, Mhands-on~ consultation to States 
requesting assistance t the transferring of "best practices~ from one State to another, etc, 

(b) 	 To thl; extent that these issues can be reswched in a methodologically sound way, the 
Secretary of HHS. in WnsultatiOfi with the Secretary of Labor and the Secretary of Education, 
,ball conduct the following .valuation slUdios of time-limited lOBS [ollowed by WORK: 

(i) 	 A two-ph",. implementation study that describes: 

• 	 How States and localities initially responded to new policies, implemented. the new 
program. the obstacJes and barriers encountered, institutional arrangements entered 
into, and rewmmendations; 

• 	 How States and localities subsequently performed as their programs matured including 
program design. services provided, operating procedures, funding levels, participation 
rates and recommendations, The study will also consider the effectS on State and 
focal administration of welfare programs including management systems, staffing 
strucrure. and •culture.• 

(ii) 	 A study of the effectiveness of a time-limited assistance program followed by work in 
helping participants achieve self-sufficiency and the corresponding effect on 
unemployment rates. reduction of welfare dependency and teen pregnancy. and the 
effectS on income levels, family structure. and children's we1i~being. 

(iii) 	 A comprehensive national study of the WORK program after it has been in effect for 
two years to measure success its success in assisting participants to obt3:in 

" unsubsidized employment .and to evaluate the skill levels. and barriers to participants 
wbo were unable to obtain unsubsidized jobs. 

B. 	 DEMONSTRATIONS 

1. 	 Authority to loiljare MajQr DemOnstrations and Pilot Programs to lmprove the Effecriyeness 
and Efficiency Qfthe Reformed Welfare System 

Cyrrem kaw 

"!he Social Security Act authorizes the Secretary to conduct liemonstralions. Many Stales operate 
demonstration programs with strong evaluation componellls thai Iulve helped shape public policy. 

We propose key demonstrations. in areas where additional feedback is required aOOUi the colt, 
feasibility, and/or effectiveness is necessary before naJional policy is determined, In each area, we 
propose both a set Of policies for immedime implemenJolion and a sel oj demonstrations designed to 
explore ideas/or slill bolder innovation in Ihe/ulure. In addition, we would encourage Stot!!S, Indian 
Iribes, and Alaskan Native organizafions 10 develop their Qwn demonstraJions. 1n some cases \l-'t' 

would provide additional Federal reSourceS. Lessons from past demonstrationr have been central tt> 
bO/h the development oj the Family Suppon Act and to rhis plan. 
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Specifications 

(a) 	 The Secretary of HHS shaH have the authority to approve and conduct the following 
demonstrations, which will be funded out of the funds aHocated to te'hnical assistance. 
reseatch, demonstrations, and evaluation (as discussed in detail below): 

2. Demonstrations to Encourage Placement During Participation In the JOBS Program 

Current Law 

There are no provisions in currenJ law similar 10 what is proposed u.nder this section. 

o.e <if the explicit goals of weI/art reform is to tral/iform the weI/are system (and the JOBS program) 
/mo one which focuses from the very first day on helping people to get and hold jobs. To achieve 
this. we will fund demonstra/ion programs that focus on enhancing job placements. We envision IWO 

strategies. as specified below. 

Rationale 

A good JOBS program balances the need 10 communicate to those entering the welfare system rhal 
AFDC is a temporary support system by moving recipients quickly into the labor market while 
remainlng sensitive 10 the/act th(l/ all recipients are not competilive in that market. We are changing 
the culture of welfare to gel out of the business of wriling che9<.s and into the business of helping 
people find and keep jobs. We are changing the incentives in the weI/are system to emphasize long. 
term placement in the workforce. We want to experiment with a number of new approaches that will 
SPIlf casrn'Orkers, clients, and service providers fO help people ger Off welfare jor good. We need 
more iqformalion ahoUl how to sef up rewards that will refleCt the new -mission" of the welfare 
system. 

SDecit1catiQns 

(a) 	 Placement Bonuses: No more- than five demonstration grants would be available for programs 
that use place-ment bonuses to reward agencies or caseworkers who are particularly good at 
placing lOBS participants in private sector jobs. The emphasis will be on securing long~term 
placements in the lahar market and on finding ways to place medium and long~term 
recipienLS. 

(b) 	 Elacemem Firms: No more than five demonstration grants would be available to States 10 
work with private not~for~profit and for~profit organizations. Services that the organization 
will deliver, such as work: preparation, placement services. and foUow·up services will be 
specified. Performance standards will specify the basis on which the organizatiOns will be 
paid. These performance standards would be based on placement and retention measures. 

(c) 	 The Secretary shaH evaluate the effectiveness of such programs, preferably using random 
assignment of individuals to treatment and control groups or, where that is inappropriate for 
scientific reasons, the most rigorous appropriafe method. 
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3. Demonstrations to Dt'i:elop \:\:ork-fot-Wagcs Pmgrams OUlslde the AfDC System 

"States are encouraged 10 experiment with apprOlJches to designing and administering the WORK 
program outside ofthe AFDC system. The SeeffJary mo.y aurhoriz.e up to 5 demonstration projects to 
assess the feasibility and effectiveness Of WORK programs that ore administered outside 0/ the AFDC 
~stem. These demonstrmions will be rigorously evaluated. 

RationaJe 

It is not clear that the welfare system will be rhe mast appropriate agency to run an employm.em based 
system like the WORK program in alJ Slates. In some cases, s/atew/evei Labor DepartmenJ entities, 
non~pro..fit, or proprietary agencies may have a comparative advantage. Even if a comparative 
advantage does lie with an organization independent oj the welfare system. questions remain. For 
example. it is not apparent IIuu th.t required ongoing commu.n1cation betWeen the agencies running the 
WORK program and the agency issuing supp/emenJaJ income suppon checks (and retaining 
responsibility for olhtr residual "K-'tlfare junctions) can be maintained. This, arui other managemctJI 
uncertainties. must be resolved "through demonstrtuionprograms, ! 

SnedtkatioDS 

(a) 	 Up to 5 local demonstration projects to test the development and implementation of WORK 
programs administratively located outside of the AFDC system will be conducted. 

, 

(b) 	 The Secretary shall conduct a rigorous evaluation. preferably using a tandom assigrunent to 
treatment and control groups or, where that is inappropriate for scientific reasoos* the most 
rigorous appropriate method. 

(e) 	 All individuals who exhaust their transitional assistance must be eligible to appJy to the 
WORK program either after their initial speU on welfare or if they leave JOBS 01' WORK and 
subsequently reapply for assistance and have no time left. Stales may not deny admission into 
WORK for any reasons other than those discussed under the section on sanction policy. 

(d) 	 States must close AFDC cases when recipients reach the time Jimit. WORK programs under 
this subsection may only pay participants for performance of some activity. 

(e) 	 States my develop a system of compensation that miles wages and WORK stipends:. States 
must develop a system that ensures that WORK participants who comply fuBy with the 
program's rules, are receiving income at least equal to what they would have received on 
AFDC plus the work disregard" States shall have flexibility On this criteria in the interest of 
administrative simplici~y but the income from fuIl compliance in WORK must exceed income 
on AFDC for a sImilarly situated family. 

(0 	 States will be aJlowed to pay participants WORK Stipends when they are not in a WORK 
assignment as compensation for a range of activities to be designated by the state. including 
job search, job dubs, and interim community service assignments. States will have flexibiUty 
in designing the stIpend system, but it will have to be a pay-for~ac:tivity system., 
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(g) States would be allowed to develop a system of wage supplementation. WORK stipends eould 
be provided to parHime workers either in unsubsidized jobs or in the WORK program. 
States would be encouraged to develop a simple system of supplements. 

(h) Eligibility for the supplement would be contingent on satIsfactory participation in WORK. 

4. WORK SYPport Ageocy Demonstrations 

Current Law 

At Statt option, Federal financial partitipation is available for JOBS activities and services prOVided 
for certain periods to an individual who has been a JOBS participant bUf "who loses eligibiliTy for 
AFDC. These activities aJUi periods art: 1) case management activities and SUPPOrtive semces jor up 
10 90 days from the date the individual loses eligibility for AFDC; and 2) JOBS component aah4:ies 

, ' Jar the duration ojthe activity iffunds for the activity ure ob/igaJed or expended be/ore Ihe individual 
10m eligibility far AFDC. (45 CFR 250.73) In odtiition, lhe State agency may provide, pay for, or 
reimburse one~lime W()rk~re/aled expenses which it determines are necessary far an applicant Of 

recipient to accept or maintain employment. (45 eFR 255.2) 

In order to learn about the ejfe(;ls oj »-'Ork supporr strategies, \I,.'e propose demonstration programs to 
lest dijforenJ approach.es. the goal is to increase employment relention and reduct welfare recidivism 
by helping those Individuals who become employed keep their jobs and those who lase their jobs to 
regain emp/oymenJ quic};Jy. Case managers will maintain coruact Wilh and offer assistance to current 
or former AFDC recipients who obtain employment and provide direct assistance to aid them in 
employment'retelUion or 10 help find a subsequent job, Paymen1s to help meet the cOStS of cenoin 
employmem-rcJaled needs may also be ptovided if determined necessary for Job acceptance Of 

retention. or reempioymenr. 

States mighJ eSlablish work support agencies with distinctly dlfferent responsibilities than N~A 
agencies and possibly housed separately from the 10col JV~A agencies to provide centraliud services 
specifically to working jamilies. The Work Support agencies could be administered, for example. by 
Ihe Slate employmem Dr laber depanmeru.r; by Community Action Agencies. or a One~SlOp Shopping 
CenJer. 

The work support offices might provide food stamps, child care. advance Eire payments, alUi possibly 
health insurance subsidies to eligible low-income working jamilies. or (at local discretion) j(ll1lilies 
suffering (J temporary labor market disruption. Employment-related services such as career c(}unsel~ 
ing. asslslance with Updating resumes arui filling out job applications 'rllouid also be made available 
specifically to inlfividuals who had left AFDC jor work through the work support office. Services 

, ....,hich might also be included are time and money tiulnagemem, family issues. workplace rules. 
establishing ongoing relationships with employers, providing mediation bem'een employer and 
employee, assisting with application for the ElTe, making referrals 10 Olher community services. 
prOViding or arranging fot supponive services needed for employment ulemion Ot re-employment. 
and providing for job referral or placemem assistance if initial jobs are lost. The supportive services 
which can be proyided to aid job retention may include: occupational license, cenification, or ItSl 
jees. lOol/equipment expenses. clothing. uniforms, or safety equipment costs, driver's license fees, 
molor vehicle maintenance, repair, insurance or license costs, othet transponation e:q;enses, moving 
expenses (related 10 acceptin.g emplaymenr), emergency chUd care expenses, heal!h~relaled expenses 
1UJ1 covered by Medicaid. short..ferm mental healTh expcrues, 000/mniiy counseling. 
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Rationale 

A significant proponion oj new entrants will move between States ofdeperuJency and nOIl~dependency. 
Some 70 percent oj new enm:mts exit in rwo years. about <me-half of these Jor work. But within five 
years, SQme 70 percent 01 those wilJ return. A similar picture is found jor those in the secondary 
labor market. Job transitioIU and disruptions are very comman, even wilhin brief lime periods, 
Many of these peopJe do not haW! sujftcienJ work histories 10 qualify jor benefits under lhe 
UnemploymenJ Insurance system. 'The primllry recourse available upon a job loss is lhe welfare 
system. 

Our welfare iuui JOBS sySlems are geared toward graduations; treating people and m1Jving them on. 
We now ass.m. llull even tlwse wilh high levels 01 human capil.1 may have to make seven or eight 
reinvesIments in training aruf new skillltecJuw!ogy acquisiJiOllS over the course ofa lifetime. We "!USt 
begin to work on developing a similat perspective and supponive systems for lOW-}V(lge workers and 
those lWw must, on oCCasU111. receive income assistance for their families. 

The participating State would be responsible/or the design o/the work suppon agency, including the 
administrative structure and the menu Of services. but would /wile to receJve approval from the 
appropriate departments (lit m(m C1JSes Agriculture, Health and Human Services and Treasury). 

Specifications 

(a) 	 A separate authority under Title IV of the Social Security Act would be established whereby a 
designaled number of entities chosen by the Secretary, in consultation with the Secretary of 
Labor, Agriculture, and Treasury, would be entitled to demonstration grants to operate a 
Work Support Agency to support individuals who have left AFDC for work. 

(b) 	 Up to five demonstration projects will be funded. 

(c) 	 The activities under the demonstration would be focused on providing coordillated 
employment~related services. Grantees would be given great flexibility to design programs to 
help former AFOC recipients retain employment. 

5. 	 Demonstration Grants for Inpovatjve Paternity and Pare!lting Initiative$ 

ThiS proposal would locus on helping jathers (primarily poor. young, non-marital falhers) ImaerSlOJuJ 
and accept their responsibilities to nunure and Slippon their children. Building Oll programs tvhich 
seek to enhance the well~being of chUdre-n. this proposal would jacililUll! lhlt development 01 parenting 
compolU?I1ts aimed specifically at falhers whose participation in the Jives oj their children is often 
ignored or even unimenttonally di:iCf:JJ.mlged, 

R31ionale 

There is considerable evidence that increased poverty is not the only adverse affect on children of 
fatherless families. Falhers have all imponant role to pJay in /oslering se!j*esleem and self-control in 
children a,t well as increaSing and promoting the career aspirations oj both sons and daughters. 
Some clinical researchers and social commentators believe that much Of the increase in 'IIiolem 
behavior among leenage boys is at least in part due to the lack of positive nw.le role-models and 
supponive llJ.thering in many communilies. But good/alhering is especially difficult for lhe many men 
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who themselves belong to a second and third generation of 'lalherless· families or whose own role 
models for parenting were abusive or neglectful. 

Specifications 

(a) 	 -Demonstration grants will be made available to States, Indian tribes, andlor community based 
organizations to develop and implement non·custodial parent (fathers) components for existing 
programs for high risk families (e.g. Head Start. Even Start, Healthy Start, Family 
Preservation, Teen Pregnancy and Prevention) to promote responsible parenting, including the 
imponance of paternity establishment and economic security for children, and the 
development of parenting skills. 

(b) 	 Grants must last three years, have an evaluation component, preferably using a random 
assignment of individuals to treatment and control groups or, where that is inappropriate for 
scientific reasons, the most rigorous appropriate method. 

6. 	 Section 1115 Waivers 

Current Law 

Section 1115(c)(3) of the Social Security Act restricts Slale waivers which can be granted under the 
child suppon program to those thai would not increase the Federal cost of the AFDC program. In all 
other cases, States can offset increased costs in one program (such as increased expenditures for 
JOBS) with savings in other areas (such as AFDC and Medicaid). In child suppon, however, savings 
generated from non·N·A programs cannot be used to cover IV·A costs resulting from N-D waivers. 
The wirhin-AFDC cost neutrality provisions for the child suppon program discourages States from 
looking at IV·D as pan of their IOtal welfare reform strategy and greatly restricts their abilities 10 

design and implement child suppon demonstrarions of in/erest and significance. 

Specification 

(a) 	 Increase States' ability to test innovative IV·D and non·custodiaI parent programs. Give them 
the same degree of flexibility to offset AFDC costs resulting from demonstrations involving 
child support that now exists in the other programs. In addition, give States the authority to 
value the worth of work activities that non·custodial fathers do to reduce their AFDC debts 
and child support arrearages. 
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PREVENT TEEN PREGNANCY AND 

PROMOTE PARENTAL REsPONSIBILITY [Title V] 

A. 	 NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE 

1. 	 Teen Pregnancy Prevention Grants and Establisbment of a National ClearinghQuse Qn Teen 
Preenancy , 

Cumntyw 

There an numerous Federal programs Jhat address the issue oj teen pregnancy prevention. including 
repeat pregnancies. Some of these progroms focus specifically on teen pregnancy, but given thnl the 
multiple problems adolescents lace art often buerrelaled, the specific problems that other programs 
emphasiz.e (e.g" alcohol and drug abuse, school drop-cut) art also related to.cdoJescenJ pregn11ncy 
prellemion. Curren! federal el!ons include HHS's jpmily planning grants. maternal aJUJ child health 
programs. ado/estern health programs. runaway tmd homeless youth progratn£, and alcohol and drug 
abuse prevention programs, Department 0/EduC(ltion efforts include drug-Jree schools and cOJTi!rJ'mi~ 
ties programs, and postsecondary education outreach and student support services programs; and the 
Department 0/lAbor efforts include New Chance. Youth Fair Chance. JTPA programs, and the Young 
Unwed Falhers Project. Thert are also programs in the Depanmerus ofHousing and Urban Develop
ment. AgrJcultwe, Jusrice. In/erior and Defense. 

We must address Ihe issue 0/ births among unmarried teens. There will be a narional'campaign to 
help reduce the number of IJ.nmarried teenagers who become pregnant. This campaign will also lake 
into accolJ.nt Ihe myriad 0/ risky behaviors Ihat can be relaled 10 reenage pregnancy. II will strive 10 
develop, enhance and promote youth competence. as well as foster lies to /amilies. communities, and 
society. 

The rise in births 10 unmarried teenS over the pasl generalion has raised Ihe issue 0/ teen pregnancy 
10 enormous national significance, VIe number of births 10 unwed teen mothers increased from 
9'2,{)()() in 1960 to 368.()()() in 1991. Adolesce1t1$ who bring children into the world face a very 
difficult lime geuing themselves out 0/ poveny, while young people who graduate from high school 
aruJ defer childbearing umillhey are maJure, married and able to support their offspring are far more 
Jikely to get ahead. Both parents bear responsibility for providing emotional and material suppon for 
their child. The overwhelming majority o/Iunagers KIIw bring children into Ihe world are not yet 
equipP'd to fulfill this fund(JJ'llental oofigalion. 71tey are oft.. lIllable 10 handle p'er pressures and 
Ihe risk 0/ other aCTivities leading lC negative consequences. such as alcohol and drug abuse. 
delinquency aruJviQlence, 

The non~legislalivt as"r:H!cts Of this campaign ari a naJionaI mobilization of business. IUIlional and 
community voluntary organlzations, religious institutions, schools, and the media behind a shared and 
urgem chalJenge directed by Ihe President; the OJt!louncement 0/ national goals 10 defin.e the mission 
and to guide I"" work of Ine nalional campaign: and the establishment af a privaJely funded non· 
profit. non-partisan entity commifted 10 Ihe goals and mislion of Ihe national campaign. Theu are 
lhe essential buiJdjng~blt)Cks 0/ a comprehensive campaign for youth balanCing opportunity aruJ 
responsibiliTY across the fidl ronge of Administration youth initiatives. including Goals l()(x), SchOD!
urW'ork. Nationai Service. Ihe preventive health provisions under the Health Security ACI. lhe after~ 
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school atui jobs programs included in Ihe prevention package in the Crime Bill, as well as the 
preventian sirarfgies proposed below as part oj welfare reform. 

There are two legislative aspects oj this iniJiative. The first. addressed below. is a Teen Pregnancy 
Prevention Gram Program where about I.(XXJ schooh; and communiry·based entities would be 
provided flexible grants to implement promising teen pregnancy prevention sTrategies. Funding would 
be targeted to schools with the highest concentration oj middle and high school age youth at~risk. 
The goal would be to work with youth os early as age 10 and establish continuous C01llact and 
InvolvemenI Ihraugh graduat'irm /tom high school. To ensure quality and establish a visible and 
effeCtive presence. Ihese programs will be supervised by professional Slaff tmd. where feasible. be 
supported by a team of IUJ/jonai service panicipants provided by the Corporation for Narionai and 
Community Service. '!he second, described in number :1 below. is Q comprehensive services 
demOliSlfation approach 10 enhance our learningfrom prevention slrategies. 

Snecifications 

(a) 	 A separate authority under the Title XX of the'Social Security Act would be established for 
" grants 	to promote: the, development, operation, expansion. and improvement of school~based 

and -nnked adolescent pregnancy prevention programs in areas where there are high poverty 
rates or high rates of unmarried adolescent births, 

(b) 	 The approved applicant shall be entitled to payment of at least $50,000 and not more than 
$400,000 each fIScal year ror five years, The grant amount wiU be based on an assessment of 
the scope and quality of the proposed program and the number of children to be served by the 
program. The grant must be expended in the fiscal year it is awarded or In the succeeding 
fiscal year. At least a 20 percent non~FederaJ. cash or in~kjnd match, is required. Priority 
will be given to those with a hlgber match or an increasing ratio of non-Federal resour-ces 
over the length of the grant. 

(c) 	 The grants will be jointly awarded by HHS, Education, and the Corporation for National and 
Community Set'Vice, in consultation with other Federal departments and agencies. The 
administration of the program could be delegated to another Federal entity. such as the 
proposed Ounce of Prevention Council or the Community Empowerment Board. 

(d) 	 Eligible grantees are a partnership that includes a local education agency. acting on behalf of 
one or more schools, and one or more conununity~based organizations, institutions of higher 
education, or public or private for~profit or non~profit agencies or organizations.. Existing 
successful programs-including those now operated by national voluntary organizations-would 
be encouraged to apply for funds to expand arid upgrade their services. Granlees would have 
to be located in a school attendance area where either (1) at least 75 percent of the children 
are from low~income families as defined under part A of title 1 of the Elementary' and 
Secondary Education Act of 1965. or (2) there are a significant number of children receiving 
AFDC, or (3) there is a high unmarried adolescent birth rate. Geographic dlstributton, 
including urban and rural distribution. would be taken into account in selection of grantees. 

(e) 	 Grantees would. based on local needs, des.ign and implement prl?mising programs to prevent 
teen pregnancy through a varier), of 'approaches. Grantees would be given a great deal of 
flexibility in designing their program. However. core components at each site mUSt include: 
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• 	 Curriculum and counseling designed to reach young people that address lhe full range 
of consequences of premature sexual behavior and teen pregnancy. Existing models 
of best practices suggest that these educational activities should focus on developing 
the psychology and character required for responsible behavior as weH as on 
expanding cognitive knowledge. 

• 	 Activities designed to provide opportunities for youlh at-risk to develop sustained 
contact with one or more volunteer or professionally trained adults fO provide 
character development, Group coaching. individual mentoring, and a range of 
activities after¥$chool, on weekends, and in the summer could be included. Such 
activities could also include community sen-ice by the youth themselves. 

To ensure quallty. programs would be coordinated by one or more professional staff. The 
programs. where feasible. would also utilize national service participants to engage students. 
parents. families~ and the community in organized efforts to reduce risk-taking behaviors that 
may lead to adolescent pregnancy, includjng the deJivery of services and in the coordination 
of during- or after~schooJ activities. Grantees will be asked to describe the role that any 
National Service participants will play in the program, consistent with the National and 
Community Service Act of 1990. 

Grantees are allowed to expand on these core romponents~ including conducting activities as 
part of another youth development program. 

(f) 	 Grantees would be asked to submit an application. The primary aspect of the application 
would be a plan which addresses local need, and describes (0) the measurable goals the 
applicant wants to achieve and how it intends to measure progress in achieving the goals; (b) 
curriculum and counseling and sustained adult relationships components of the program, as 
well as any additional components, and how they intend to implement them; and (c) how 
national service participants will be an integral part of the program, where feasible, 

They would also be asked to provide other assurances, induding

• 	 How the services provided are based on research of effe;;tive approaches to reducing 
teen pregnancy. Other riSk-taking behaviors correlated with teen pregnancy should 
also be included. 

• 	 How both male and femille teens and. where possible, Qut..-of~s:choof leens will be 
served, 

• 	 How eacb program would work with middle and/or high scho(}l age y(}uth (ages 10 
through 19) to establish continuous contact and involvement through graduation from 
high school, 

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

• 	 Evidence of ongoing commitment with other community institutions, such as 
churches. youth groups, universities, businesses, or other conununity. civic. and 
fraternal organizations, 
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• 	 Coordination of their program with other Federal or federally assisted programs, State 
and local programs, and private activities, and how the applicants resources and 
services are linked and coordinated. For example, how they are coordinating State 
education reform efforts undertaken by the State education agency. 

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

• 	 How funds will not supplant Federal, State, or local funds. 

(g) 	 A grantee would be given priority if their non-Federal resources are significantly in excess of 
the 20 percent required or there is an increasing ratio of non-Federal resources over the length 
of the grant, and if they participate in other Federal and non-Federal programs. 

(h) 	 The Secretary may terminate a grant before the end of the 5-year period if the Secretary 
determines that the grantee conducting the project has failed substantially to carry out the 
project as described in the approved application. 

(i) 	 Total funding for the program is $300 million over five years. $20 million in FY 1995, $40 
million in FY 1996, $60 million in FY 1997, S80 million in FY 1998 and $100 million in FY 
1999 and each subsequent fiscal year thereafter. Up to ten percent of the funding will be set
aside for the evaluation, training, and technical assistance as well as for establishment of a 
National Clearinghouse on Teen Pregnancy (see j. and k. below). Since this program and the 
Clearinghouse is authorized through Title XX of the Social Security Act, any funds not 
expended. in a fiscal year shall be redirected to the Title XX Social Services Block Grant 
Program. ' 

G) 	 A rigorous Federal evaluation of some sites would be conducted. Grantees would be asked to 
provide information requested for the evaluation. Training and technical assistance would 
also be provided to the grantees. 

(k) 	 A National Clearinghouse on Teen Pregnancy Prevention would be established to provide 
communities and schools with teen pregnancy prevention programs with curricula, models, 
materials, training and technical assistance. This could be an existing clearinghouse or 
technical assistance center. It will establish an information exchange and network on 
promising models and rigorous evaluations. 

The Clearinghouse would be a national center for the collection and dissemination of 
programmatic information and technical assistance that relates to teen pregnancy prevention 
programs. It will also look at the State of teen pregnancy prevention program development, 
including information on the most effective models. It would develop and sponsor training 
institutes and curricula for teen pregnancy prevention program staff, and develop networks of 
for sharing and disseminating information. The Clearinghouse could also conduct evaluations 
of teen pregnancy prevention programs (not limited to the grants provided in this bill). 
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2. 	 Learning from Prev£ntton Armroache:; thrmutb Comprehensiye Services Demonstrations to 
Prevent Teen Pregnilocy in High Rjsk Communities 

Current Law 

'!here are demonstration authorities that aist to serve youth in particular areas, but most are nor as 
comprehensive as the demonstralions described below in the scope of services for all YOUlh iUUl are 
not a saturation model. 

Early unwed child-/Jearing and other problem behaviors art imerrelOJed and IIrangly itif/uenced bY 
lhe generailife-aperiencfS associated wilh pnWlny. Orang/og Ihe circumStances in which pecp/e live 
and consequemly how they view themselWlS is needed 10 chonge the decisions young peqple make in 
regard to their Jives. 

For any effort which hopes to have reS1.4lts that are'large enough 10 be meaningful, (JIfentlon must be 
made to circumstances in which youth grow up. It should address a wide speClrwtl Df areas 
associaJed wiTh }'OUlh /iving in a healthy community: economic opportunity, sa/ety. health, and 
educarion. 

Panicular emphasis must be paid 10 the delay of sexual activity and prevention of adolescent 
pregnancy before marriage. Programs that combine these elements have shown ,the most promise. 
especially jar adolescents who are motivated 10 avoid pregnancy unrillhey ort nwrried. However, jar 
those populations where adolescent pregTJonC'Y is 0 symptom of deeper problems, education and 
contraceptive services alone will be inadequate; they must be part Of a much wider spectrum of 
services. 

Interventions need 10 enhance education, prevenJ drug use. link educOlion TO health and other 
services. and help slablliu communities and families in trouble. 1his would provide a sense of 
rationality and order in which youth can detJelop. make decisions. place trust in individuals and 
institutions serving rhem, and have a reasof1tibJe upecltlliofl 0/a long, safe, aflli productive life. 

OJmprehenslvt' Demonstration GranJS for Youth in Hlgh~Rlsk Communities 0/ sufficienl size or 
"critical mass" to signijicamly improve Jhe day f(J day experiences,' decisions and behaviors ()fyowh 
are proposed. Services would be non-categorical. inregrlJled and delivered ,with a personal 

.dimension. They would follow a "youth dewlopmem'" madel atuf would seek 10 assist communities as 
well os directly support youth and families. '!heSI! demonstrations would be coordinated wIth Olher 
Administration calvities, such as the prevention components of the Crime bill and empowerment 
zones, and would be pan ofan overall community strategyJar youth. 

Snedfications 

(a) 	 A separate authority under the Title XX of the Social Security Act would be established 
whereby a designated number of eonununity sites chosen by the Secretary. in consultation 
with the Secretaries of Education. HUD. Justice. Labor, and the Director of the Office of 
National Drug Control Policy. would be entitled to a demonstration giant to educate and 
support school-age youth (youth ages 10 througb 21) in high risk situations and their family 
members througb comprehensive sodat and health services, with an emphasis on pregnancy 
prevention. 
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__ ~iWt/l_ 

{b) 	 Funding and services provided under this demonstration do not have to achieve this goal of 
comprehensiveness in and of themselves. Rather. this funding can be used to provide "glue 
money. ~ tiU gaps in services. ensure coordination of services, and other similar activities 
wbich will help achieve the overall goal of comprehensive integrated services to youth. 

(c) 	 Starting in FY 1995. up to seven community sites would be entitled to $90 million over 5 
years (up to $3,6 million per site). Grantees would be required to provide a 10 percent, in 
cash or in~kind. match of the Federal funding. Priority would be giv-en to those with a higher 
match or an increasing ratio of non~Federal resources over the length of the grant. Since this 
program is authorized through Title XX of the Social Security Act, any funds not expended in 
a fiscal year shall be redirected to the Title XX Socia! Services Block Grant Program, 

(d) 	 The demonstration grantee would develop a community-wide strategy to address the causes 
and factors of risk-taking tendencies among youth. to positively affeet community norms, to 
increase community health and safety, and to generally improve the social environment to 
enhance the life choices of community youth. The strategy would be used to provide a 
comprehensive set of coordinated services designed to saturate the community and would 
include. but not be limited to, the following areas: 

(i) 	 Health education and access services designed tu prumote physical and mental 
weU~being) delay sexual activity, and personal responsibility, These include school 
health services. family planning services. alcohol and drug use prevention services 
and referral for treatment. Hfe skills training. and declsion~making skuts training. 

(ij) 	 Educational and employability development services designed to promote 
tdutational advancement that lead to a high sehool diploma or its equivalent and 
opportunities for higb ski lit high wage Job attulnment and productive 
employment, to establish a lifelong oommitment to learning nnd achievement, and 
10 increase seU...confidence. Activities could include, but are not limited to, academic 
tutoring. literacy training. drop--out prevention programs, career and college 
counsellng. mentoring programs, job skills training. apprenticeships, and part-time 
paid work opportunities. 

(iii) 	 Sodal support services designed to provide youth with n stable environment, 
continuous contact '\lith adults, nnd encouragement to participate in safe nnd 
productive activities: ·Ser.'ic-es could include, but are not limited to, cultural, recre~ 
ational and sports activities, leadership development, peer counseling and crisis 
intervention, mentoring programs, parenting skills training, and family counseling. 

(iv) 	 CommunifY activities designed to improve community slnhilit)\ and to encourage 
youth to p:Jrticip,ate in community service and establish a stake in the community. 
Activities could include, but are not limited to. community policing. community 
service programs, community activities in partnership with less distressed 
communities, local media campaigns, and establishment of community advisory 
roundls with youth representation. 
) 
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(v) 	 Employment opportunity development activities designed to be coordinated with 
educational and employability development services, social support services, and 
community activities described in (ii) through (Lv). Emphasis would be on the 
development of linkages with employers withw and OllL'iide the community to heJp 
create employment opportunities and foster an understanding by community youth of 
the reJationship between productive employment. healthy development. and sound life 
choices. 

(e) 	 Sites would have to meet the following characteristics. and any others determined by the 
Secretary of Health and Human Services. in consultation with the other Federal agencies. 

(i) 	 Geograpbic - Communities must identify the community or communities they will 
target. SmaJler. more focused boundaries than those required in Empowerment Zones 
or Youth Fair Chance will be used in order to develop a "c:titical mass~ of services to 
meet the above goals. Each community must bave an identifiable boundary and must 
be consideted a community by its residents. • 

(ii) 	 Population - Each community or group of communities have populations of approxi
mately 20,000 to 35,000 people. 

(iii) 	 Poverty - The entire area must have a poverty rate of at Jeast 20%. 

(I) 	 Local governments (or units of local governments) and local public and private non-profit 
organizations could apply. Applicants "''Quid be required to supply evidence of comprehen
sive commitment to the project and collaboration between the community and the city and 
State (such as Jocal school to work partnerships). The appHcant must involve multIple 
elements (e.g.• government, scboOls. churcbes~ bus.messes) of the community and the State in 
the planning and implementation of the demonstration program, Applicants must demonstrate 
(1) abmty to. manage'this major effort. (2) resources for obtaining data and maintaining: 
accurate records, (3) how they will coordinate with other programs serving the same 
population, and (4) assurances that the funding provided through this program win not be 
used to supplant Federal funds for services and activities whkb promote the purposes of this 
program, 

(g) 	 Applicants must define the goals intended to be accomplished under'tbe project. They must 
also describe the methods to be used in measuring progress toward accomplishment of the 
goals and outcomes to be measured. Outcomes to be measured would indude, but are not 
limited to, unmarried birth rates, high school graduation rates, college attendance rates. rates 

,of alcohol and other drug use and violence reduction. 

(h) 	 The Department will support rigorous evaluations of all demon.l;trations, The Federal 
government will also provide technical assistance to applicants throughout the life of the 
demonstration. These activities will be coordinated with the NationaJ ClearInghouse on Teen 
Pregnancy Prevention. $]0 million would be provided for these activities: 

(i) 	 The Secretary may terminate a grant before the end of the 5~year period if the Secretary 
determines that the grantee conducting the project bas failed substantially to carry out the 
project as described in the approved application, 
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B. 	 INCENTIVES FOR RESPO:'<SIBLE BEIIA V10R 

1. 	 Minor parents Live at Home 

Current LaYi 

Under Section 402(0)(43) oj rhe Social Secarity Acr. States have the option ojrequiring minor porellls 
(those under the age 0/18) 10 reslde,in lheir parents' household. a legal guardian or other adult 
relative. Of reside in Q Joster home, maternity Jwme or other adult supervised suppon~ve living 
orrQJtgemenl (with certain exceptions). Delaware. Maine. Michigan, Virgin Islands, and Puerto Rico 
have inc/nded this In rheir Store pions. 

. 
By .dejiniJio/t, minor parents are children. We belU!v£ that children shOuld be subject 10 adult 
supervision. 1hi.r proposal would require minor parrnu to live in an environment where they can 
receive the support and guidance they need. At lhe same rime. Ihe circumstances of each individual 
minor will be taken into account in making dedsums aboUllivlng arrangements. 

(a) 	 All States would require minor parents to reside in their parents' household or with a legal 
guardian, with certain exceptions as descr}bed. below. This is the same as the allowed State 
option under (Urrent law. exeept that now the provision would be a requi.rement in. all States, 

(1)) 	 As in current law, when a minor parent lives with her parenl(s). the parent(s)' income is 
taken into account in determining the benefit. If the minor parent lives with another 
responsible adult, the responsjble adult's income is not taken into account. Child support, 	 , . 
would be sought in all cases. 

(e) 	 A minor parent is an individua1 who (l) is under the age of 18, Oi) bas never been married. 
and (iii) is either the 'natural parent of a dependent child living in the same household or 
eligible for. assistance paid under the State plan to a pregnant woman. This is the same 
definition as current law. . ,. 

(d) 	 The following exceptions (now'in current taw) to living with a parent or legal guardian will 
be maintained; 

(i) 	 individual has no parent or legal guardian of his or her own who is Hving and whose 
whereabouts ate known; 

.(ii) 	 no living parent or legal guardian of such individual allows the individual to live in 
the hume of such parent or guardian; 

. 
(iii) 	 .the State agency determines that the pbysical or emotional health or safety of the 

individual or dependent child would be jeopardized if the individual and dependent 
child lived in the same residence with the individual's own parent or iegal guardian; 

(iv) 	 individual lived apart from his or her own parent or legal guardian for a period of at 
least One year before either the birth of any dependent child or the individu31 having 
made application for aid to families with dependent children under the plan; or 
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(v) 	 the State agency otherwise determines (in accordance with regulations issued by the 
Secretary) that there IS good cause for waiving the requirement, (In those States that 
have this policy, the following are examples of what they determine to be good cause 
exceptions; the home is the scene of illegal activity; returning home would result in 
overcrowding, vIolation of the terms of the lease, or violatlon of local health and 
safety standards; the minor parent is actively participating in a substance abuse 
program which wouId no Jonger be available if she returned home; no parent or legal 
guardian lives in the State.) 

(e) 	 Current law and regulation requiring that the detennination of a minor parent's residency 
status must be made within the 45 days that aU eligibility determinations are made would be 
maintained. 

(0 	 If the State determines the minor should not live with a parent or legal guardian (or the 
current arrangement ceases to be appropriate because circumstances change), the minor must 
be assisted in obtaining an appropriate supportive alternative to living independently. (Ine 
types of living arrangements that States now use or are considering include living with an 
adult relative, a li;,:ens~ foster home, in a group borne for pregnant teens or teen parents. and 
in an approved congregate housing facility,) If no appropriate setting is found the State must 
grant eligibiUty, but must utilize case managers to provide support for the minor. 

(g) 	 The State would use the case management for teen parent provision (see #2 below) to make 
the determinations required under this provision. As described in the next proposal, these 
case managers would be trained appropriately and bave reasonable c.aseloads. Determinations 
would be ~ade after a fun assessment of the situation, including taking intO account the needs 
and concerns expressed by the minor. 

(h) 	 This provision would go into effect in FY 1996. 

2, 	 Limiting AEDC Benefits To Additional Children Conceived While 011 AFDe 

Current Law 

Curre1llly, j.amifies on welfare receive additional support whenever they have an addillonal chi/d. 

Slates should be allowed to seek lO reinforce parental responsibility by not increasing AFDC benl'filS 
when Q chUd is conceived while rhe parent is on welfare, 1he message of responsibility would be 
funher strengthened by providing the family an opportunity to earn what would have been paid in 
benefits. 

SaecjfjcatiQOS 

(a) 	 Allow States me option of Jimiiing the increase. in full or in part, in the AFDC benefit 
amount when an additional child is conceivro whlJe the parent is on welfare. In order to 
exercise this option. the State must demonstrate that family planning services under 402(a)(15) 
are available and provided to all recipients who request them. 
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(b) 	 Under this option, if 3 parent has an additional child. the State must disregard an amount of 
income equal to any increase in aid that would have been paid as a result of the additional 
child. Types of income to be disregarded include: 

(il 	 child support; 
(ii) 	 eamed income; or 
(iii) 	 any other source that the State deveiops and is approved by the Secretary. 

(c) 	 The provision would not he applied in the case of rape or in any other eases that the State 
agency finds would violate the standards of fairness and good conscience (such as where there 
is clear evidence that contraceptive failure occurred in a unemployed parent AFDC family). 

(d) 	 Thi. provision would go into effect in FY 1996. 

3. 	 ClSe Management for All Custodia! Teen Pmots 

Current Law 

Section 482(1;)(3) oj the Social Security Act allows Stalts to provide case management to all those 
p4nicipafing ilt the JOBS program. 

Frequently, it is multiple problems that lead youJh to the welfare system, Their complex needs often 
Sland ill the \-vay oj their meeting educaJional requirements and OIner responsibilities. Removing 
these barriers to sefj~sufficiency can iaIDlve the co",using OM dijficuIt process of IlCceuing multiple 
service systems. This propt)sal would pro\4de every teen with Q. case l1ulnager who would help them 
navigate Inest systems aJUi hold them accountable fot their responsibilities and requinmenu. 

(a) 	 Require Slates to provide case management services to alJ custodial teen parents under age 20 
who are receiving AFDC. 

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

{i) 	 assisting recipients in gaining access to services, including, at a minimum. family 
planning, parenting education. and educational or vocational training services; 

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

(iii) 	 monitoring and enforcing program panidpation requirements (including sanctions and 
incentives where appropriate); and 

(iv) providing ongoing general guidance. encouragement and suppon. 


States must describe In their plans how they win meet these requirements, 
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(e) 	 Case managers must receive adequate training in the social service and youth development 
field. and States should take into account recommendations by appropriate professional 
organizations to carry this out Also. the case managers must be assigned a caseload of a size 
that permits effective case management (adequately serves and protects teen parents and their 
children). 

(d) 	 This provision would go into effect in FY 1996, 

4. 	 Teen Parent Edutation and fareming Activities State Option 

Current Law 

Under Section 402(0)(19) of the Social Security Act, teen custodial parents are required to panicipate 
in the JOBS program unless they are under 16 years of age, attending school fuJl~time, Or' are in thl! 
last seven mOll1hs of pregnancy. Panidpalion in the JOBS program inWJives an /JsseSSfflenl of the 
indiVidual, and ali agreemen.t specifying what support'services the State will provide and what 
obligations the recipient has. For those who have not obtained a high school diploma or a OED, 
anendance at school can serve as their JOBS assIgnment. Participation in the JOBS program is 
contingent on the existence ofs.uch a program inlhe geographic vicinity ojthe recipiems; residence. 

In addition, under Q Seaion 1115 waiver. Stmes can implement programs which utilize incentives or 
sanctions 10 encourage or require teen parents on AFDC to continue their education. Two examples 
Qj'States Jurving done or planning to do this Qre the Learning, Earning. and Parenting Program 
(Lli:AP) In Ohio and Cal Learn In California, which Is in tire process of being implemented. LEAP 
and Gal Learn art mandatory for a1/ pregnant and cuslodial teen parents who are receiving AFDC 
and who do not have a high school diploma or OE.D. ' Untier borh LEAP and Cal Learn program 
rules, all eligible teens Gre required 10 enroll (or remain enrolled) in and regularly aaem! a school or 
educarion program leading 10 a high school diploma or OED. These two initiatives apply only to 
teens who are case heads. Other States have obtained waivers to implement programs using sanctions 
to influence dependents to continue rheir education. 

Teenage mothers face substantial obstacles to achieving self-sufficiency. Eighty percem of teen 
mothers drop out of high school and only S6 percent ever graduare, 1'heir earning abilities are 
limited by Jack of edl4cation and job skills. Teen parelllS are often not well prepared in the area of 
parenting. This proposal provides Stales with a mechanism lO' utiliu cretuive approaches for 
encouraging aM supporting youth in Oorh their educational and parenting endeavors, 

SpedficatjQns 

(a) 	 Provide: States the option to use monetary illcentives (whkh must be combined with sanctions) 
as inducement for pregnant teens and teen custodial parents who are receiving AFDC and who 
do not have a high school diploma (lr QED to enroll (or remain enrolled) in and regularly 
attend a school or education program leading to a high school diploma or OED, or a program 
leading to a r~ognized degree or skills certificate if the Slate determines this is most 
appropriate for a recipient. States may also choose to provide in~ntives for participalion in 
parenting education activities. This option will operate as part of the new JOBS program. and 
the rules penaining to JOBS will apply unless it is. sp~jfically stated otherwise. 
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(b) Each Stale pJan must dear1y define the following 

Incentives: States must define by how much benefits will be increased and what kinds of 
achievements will be. rewarded. 

Examples of incentives chosen by Ohio and California are as follows: 

In Ohio's LEAP, teens who provide evidence of schoo1 enrollment rective a bonus payment 
of $62. They then receive an additional $62 in their welfare clleck: for each month in which 
they meet the program's attendance requirements. For teens in a regular high schoo! in Ohio, 
this means heing absent no more than four times in the month. with two or fewer unexcused 
absences. Different attendance standards apply to part-time programs .. such as Adult Basic 
Education (ABE) programs providing OED preparation assistance, but the same financial 
incentives apply. 

Participants of Cal Learn wUl be required to present their report cards four times a year. The 
grant wm be increased by $100 {or the month after the Cal Learn participant receives a report 
card with a ·C" average or better. for graduating high school (or its equivalent}t these teens 
wm have their grants increased on a one time basis by $500. 

Sanctions: Sanctions under the revised JOBS program would apply unless the State proposes 
alternative sanctions, to be approved by the Secretary. which the State believes better achieves 
their objectlves. 

Examples of sanctions chosen by Ohio and California are as. follows: 

In LEAP, teens who do not attend an initial 'assessment interview (which commences 
participation in LEAP) Qr fail to enroll in school have $62 deducted from their grant (i.e., the 
teens are "sanctioned") each month until they comply with program rules. Similarly.. enrolled 
teens are sanctioned by $62 for each month that they exceed the allowed number of unexcused 
absences. Teens wbo exceed the allowed number of total absences~ but do not exceed the 
allowed number of unexcused absences receive neither a bonus nor a sanction, 

In the Cat Learn program, teens: who do not nx:eive at least a "D" average or who do not 
submit hislher report card wllJ have the assistance unit grant reduced over a two month period 
by the lesser of $50 or the amount of the grant. This will result in a sanction of not more 
than $100. Included in the sanctions will be teens that do not pre.')ent their repon cards 
because they have dropped out of school or were expelled. 

Coordination: A case manager (as described in A,2) will assess each recipient's needs and 
arrange for appropriate services. States must describe the mechanism case managers and other 
service providers will use to coordinate with schools, 

Eligibility: Custodial teen parents under 20 years of ag.e and pregnant women under the age 
of 20 who have not received a high school diploma (or equivalent) are eligible, States may 
choose to include custodial pregnant teens and l~n parents up to their 21st birthday, 
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Exemptions: Exemptions from participation wlU be based on the same new guidelines 
governing participation in JOBS and WORK. with two exceptions. First. teens wiU only be 
able to defer partIcipation for 3 months after giving birth. Also, a disability will not allow a 
recipient to defer participation in high school. as schools districts are required to provide 
students with disabilities appropriate services. (See. JOBS and WORK section of proposal for 
more specific details.) 

StalNyideness; States can limit the geographic scope of this option. 

Information and Evaluatjonj States would be required to provide infonnation at the 
Secretary's request and to cooperate in any evaluation. 

(c) 	 Monetary incentives provided under this program would be considered AFDC. 

(d) 	 Monetary incentives provided under this option would not be considered income in 
determining a famiJy's eligibility for any other Federal or Federally~assisted program. and any 
other Federal Or Federally..assisted program would treat any penalty imposed as if no such 
penalty had been ,applied, 

(e) 	 This provision would go into effect in FY J996, 
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CmLD SUPPORT ENFORCEMENT PROPOSAL [Title VI) 

I. ESfABLISH AWARDS IN EVERY CASE 

The first step in ensuring that a child receives financial support from the noncustodial parent is the 
establishment of a child support award. This is normally done through a legal proceeding to establish 
paternity or at a legal proceeding at the time of a separation or divorce. States currently receive 
Federal funding for paternity establishment services provided through the IV-D agency. This 
proposal expands the scope and improves the effectiveness of current State paternity establishment 
procedures. States are encouraged to establish paternity for as many children born out..af-wedlock as 
possible, regardless of the welfare or income status of the m~ther or father and as soon as possible 
following the child's birth. This proposal further requires more outreach about paternity 
establishment to stress that having a child is a two-parent responsibility. Building on the President's 
recent mandate for in-hospital paternity establishment programs enacted as pan of the Omnibus 
Budget and Reconciliation Act (OBRA) of 1993, it further encourages nonadversarial procedures to 
establish paternity as soon as possible following the child's birth, stream1ines procedures surrounding 
genetic parentage testing, and requires effons to remove barriers to interstate paternity establishment. 

Paternity Performance and Measurement Standards 

Under current law, State performance is only measured against those cases in the IV-D child support 
system that need paternity established. Children are often several years old or older by the time they 
enter the IV-D system (normally when the mother applies for welfare). Research shows that the 
longer the paternity establishment process is delayed, the less likely it is that paternity will ever be 
established, so it is important to start early, before a mother goes on welfare. 

Under the proposal, each State's paternity establishment performance will be measured based not only 
upon cases within the State's current IV-D child support system, but upon all cases where children are 
born to an unmarried mother. States will then be encouraged to improve their paternity establishment 
for all out-of-wedlock births through performance-based incentives. (Current paternity establishment 
performance standards for JV-D cases will also be maintained.) 

. (I) Each State will be required, as a condition of receipt of Federal funding fOrlhe child support 
enforcement program, to calculate a State paternity establishment percentage based on yearly 
data that record: 

(a) 	 all out-ofwed/ock births in the State for a given year, regardless of the parents' 
welfare or income status; and 

(b) 	 all paternities established for the out-of-wedlock births in the State during that year. 

(2) 	 The Secretary shall prescribe by regulation the accepwb/e methods for determining the 
denominator and the numerator of the new parernity establishment performance measure with 
a preference for actual number counts rather than estimates. 
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Firumc:inllncentives for Puternity Estublishment 

In order to encourage States to increase the number of paternities established, the Federal government 
will provide performance~based incentive payments to States based on improvements in each State's 
paternity establishment percentage. The incentive structure will reward the early estabUshment or 
paternity so that States have both an incentive to get paternities established as quickly as possible and 
an incentive to work older cases, (See also State Paternity Cooperation Responsibilities and 
Standards. p. 11), Finally. current regulations establishing time-frames for establishing paternity win 
be revised since the administrative procedures requited under the proposaJ will allow cases to be 
processed more quickly. 

(l} 	 Federal FIIWnclaj Panlcipation raJe (FFP) will be provided for all paternity establishment 
services prOVided by !he IV-V agency regardless of whether the mother or fOlher ,JglIS a IV·V 
application. 

(2) 	 Peifonn(J.llce~based incentives will be nuuie to each ~tale in the form oj increased FFP Of up 
to 5 percent, The incentive SfrlJcture detennilled by the Secretary will build on the perfor
mance meaSure so that StateS thal excel will be eligible for incemive payments. 

(3) 	 At State option. StaleS may experimem with programs that provide financial incentives to 
parents to establish paternity. The Secretary will additionally authorke up 10 three 
demoRStration projects whereby Federal Fitumdal Participation is available for financial 
incentives 10 parents for establishing paternity. 

(4) 	 The Secretary will issue regulations establishing revised time1'rames for establishing paternity. 

Streamlining the Paternity Establishmenf Process 

Enco.,.ging Early Establishmenl oj Paternity 

Very Httle outreach is currently conducted about the importance and mechanics of establishing 
paternity in public health related facHitles (e.g. prenatal clinics or WIC clinics), even though lhese 
faciHties have significant contact with unmarried pregnant women. For exampJe, in 1990, less than 1 
percent of rul counties reported they conducted outl'each about paternity establishment in prenatal 
dinics. Conducting Outreach in these publlc~hea1th related facilities wjJI not only broaden knowledge 
about the: benefits of establishing paternity in general. but will also enhance the effectiveness of 
hospital~based programs. By the time the parents of an out-of-wedlock: chUd are offered an 
opportunity to establish parernity in the hospital. the parent(s) will have already had an opportunity to 
obtain informal ion about and reflect upon why they should establish paternity for their cbUd, 

As part of lhe effol"t to encourage the early estabJishment of paternity, the proposal allows State 
agencies and mothers to start the paternity establishment process even before the child is born. Since 
fathers are much more likely to have a continuing relationship with the mother at that time, locating 
the father and ser...dng him with legal process is much easier. If the father does not acknowledge 
paternity, a genetic test can then be scheduled immediately after the birth of the ch;ld, 

Experience bas also shown that while a high proportIon of fathers are willing to consent to paternity 
in the hospital, there are some who are unwilling.to voluntarily acknowledge paternity outright but 
would d~ so if genetic testing confirmed parentage, The hospltal based paternity establishment 
process can be further streamlined by providing the opportunity for genetic testing right at the 
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hospital. This is an efficient use of resources since hospitals are already fully equipped to obtain 
samples for these tests and blood tests are already performed on newborns at the hospital for oilier 
purposes. 

As pan of the SUHe's voiwltory consent procedures. each Stme must: 

(1) 	 require. either dIrectly or u!1lier contract with heaith care providers, O1her health·related 
facilities (including pre~natal clinics. ·wel1·baby" clinics, in·hame public health service 
visit(Jlions. family pl(mntng clinics and 'WIC cemers) to in/ann unwed parents about lhe 
benefits of OM the opportunities Jar establishing legal paternity for their children: this effort 
should be coartlimllcd with the U.S. Public Heallh Service. WIC program itif()T1f1.Qlion shall 
mso be available '0 the /V-D agency in order 10 provide aU/reach and services 10 recipients of 
rhiIl program, 

(1) 	 require full pan1cipation by hospitals and other health-related facililies to rocperau and 
implement in-hospital paternity t!stablislunent programs as a condition 01 reimbursement of 
Medlcold. 

As part of a State's civil procedureslor establishment ofpaternity. each Stare must: 

(1) 	 have- statures allowing the commencement ofpaternity actions prior to the binh of the chIld 
and procedures jor ordering genetic tests as soon as Ihe child is born, provided thai the 
putative father has 1UJt yet ackllowledged paternity; . 

(2) 	 make available procedures within hospitals 10 provide for laking a blood or other sample at 
the time afthe chUd's birth, ijihe parenJs request rh£ test. 

• 

Simplifying Parerniry Esroblishmelll 

Currently, acknowledgements of paternity must create either a rebuttable or conclusive presumption of 
paternity. A rebuttable presumption means that even though someone has admitted paternity. they can 
later come in and offer othet evidence to ~rebut~ their previous acknowledgement. This leaves many 
cases dangling for years and years, The parents believe in some cases that paternity is established 
when, in fact, it is nOt. Under the proposal, rebuttable presumptions "ripen" into conclusive 
presumptions after one year. A conclusive presumption acts as a judgment so that paternity has. in 
fact. been officially established. States are allowed some flexibility to tailor due process provisions, 

The vast majority of paternity cases can be resolved without a trial once a genetic test is completed. 
Such tests are highly accurate and will effectively either exclude the alleged fat.l)er or result in a 
paternity probability over 99 percent. Virtually aU alleged fathers will admit to paternity when faced 
with genetic lest results showing near certainty that he is the father. Currently jn most States, 
however. changes in the legal process have not kept up with the changes in genetic testing 
technology, resulting in an unnecessary and inefficient reliance on the couns to handle the matters 
surrounding genetic tests. 

Under the proposal. States will no longer have to sta....t a legal proceeding through the courts and have 
a court hearing simply to have a genetic test ordered. States are also precluded from requiring jl 

court hearing prior to ratifi:atioll of paternity ru;knowledgments. These procedures will speed up 
what is otherwise unnecessarily a very time consuming and labor intensive process. Another delay in 
the process OCcurS if the father fails to show for an ordered blood test. Often the IV~D agency must 
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go back to court to. get a default order entered, even though this process could be handled mote 
efficiently on an administrative basis. Under the proposal. the IV~D agency will be given the 
authority to enter default orders without having to resort to the courts.. 

The Federal government currently pays 90 percent of the laboratory costs ~or paternity cases requiring 
genetic testing and will continue to do so. Howevert there is currently a great deal of variation at the 
State and local Jevel regarding whether and under what circumstances the costs of genetic testing are 
passed on to fathers facing a paternity allegation. The proposal will eliminate the current variation by 
requiring aU States to advance the costs of genetic tests, and then allowing recoupment fro.m the 
alleged father in caSes where he is determined to he the biological father of the child, By advanCing 
the costs of genetic testing. there is no firumciaJ disincentive for alleged fathers to evade genetic 
testing. At the wne time-~ requiring that an alleged father reimburse. the State for the COSt of genetic 
tests should h. b. determined to be the biological father eliminates any incentive for fathers to reques, 
genetic tests as a "stalling· technique and promotes voluntary acknowledgment of paternity when 
appropriate. 

In the event that a party disputes a particular test result. the dispute should normally be resolved 
through further testing. The party should be given the opportunity to have additional tests but also be 
required to incur the COSts of those additional tests. This will help to ensure that the opportunity to 
request additionaJ testing is used only in cases where there is a legitimate reason to question the 
Original test results and not used as a delaying tactic to avoid establishing paternity. 

CUffently. research on non-custodial fathers suggests that many fathers who might otherwise be open 
to the idea of establishing paternity are deterred from doing so because they may then be required to 
pay large amounts of arrears and/or face delivery-associated medical expenses in addition to ongoing 
support Obligations. For low-income fathers with limited incomes, this poses a speciai problem, 
Providing the administrative agency/court the authority to forgive aIJ or part of these costs will reduce 
disincentives to establish paternity in certain cases. 

IV~D agencies currently are not encouraged to bring a paternity action forward on behalf of the 
putative father, even in cases in which the mother is not cooperating with the State in establishing 
paternity. 'In some states, fathers have no standing to bring paternity actions at all. If the primary 
goal is to establish paternity for as many children born out-of-wedlock as possible.. JV-D agencies 
should be able to assist putative fathers as well as mothers in establishing paternity fo.r a non·marital 
child, 

Under the OBRA of 1993 amendments. States are required to have expedited processes for paternity 
establishment in contested cases and each State must give fun faith and credit to determinations of 
paternity made by other States. In order to further streamline the treatment of contested cases, the 
proposal provides that Stales can set temporary support in appropriate cases. This discourages 
defendants in paternity actions from contesting cases in·order to simply delay the payment of support. 
The proposal also abolishes jury trials for paternity cases. Jury trials are a remnant from tile time 
when paternity cases were criminal in nature. Almost two-thirds of the States stiJl aHow jury trials. 
While rarely requested. jury trials delay the resolution of cases and take a heavy toll on personnel 
resources. With the advent of modem scientific genetic testing, they serve very little purpose, as 
almost an cases will ultimately be resolved based on the results of the tests, The proposal also eases 
certain evidentiary rules, allowing cases to be heard without the need for establiShing a foundation for 
evidence that is normally uncontroverted. ' 

As pan Of a State's civil procedures for establishment o/paternity, each State must: 
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(J) 	 provide that aclmoh.1edgments 01 paternity creale either a rebuttable or conclusive 
presumplion of paternity. If a rebuttable presumption oj paternity is created. States must 
provide that the presumption rlpens into (1 conclusive legal determination with the same effect 
as ojudgment 110 iDler thlln 12 months from the dole <if signing the acknowledgment. States 
may. at their option. allow/athers to move to \lacate or reopen such judgments at a later date 
in cases offraud ar if ir is in the best interest ofthe chi/d. . 

(2) 	 provide administrative authority to the /v~D agency to order all panies to submit to genetic 
testing in all cases whe?"c cuher the mOlher or putative father requests a genetk test; and 
submits a sworn statement setting forth. filets establishing a reasonable possibility of the 
requisite sexual contact. withoUl the need for a coun hearing prior to such an order, (State. 
option remains as f() whether to provide this administrative authority in cases where there is Q 

presumedjarher under State Jaw); 

(3) 	 preclude the use 0/court hearings to ra/ify paternity acknowledgments: 

(4) 	 provide administrative authority to the JV-D agency to enter default orders to establish 
paternity specifically where a party refuses to comply with an order fur genetic testing (Slate 
law continues to determine the criteria, ifany, fM opening de/aulr orders); 

(5) 	 advance the COSts of genetic testS, subJtct to recoupnu!m from the putative fathtr (subject to 
State pauper provisions) if he Is decermined fa be the blalogical fDlher of the chi/d (Federal 
funding will comlllUe at 90 percelll for laboratory tests for paternity): if the result of the 
genetic testing is disputed. upon reOlOMble request ofa parry. order that additiolUll testing be 
done by the same laboratory or 4n indipendent ll.lboratory m the eipense 0/ the parry 
requesting the addidonaJ tests: 

(6) 	 provide discretion to the administrative agency or court setting the mnounf 0/ support to 
forgive delivery medical expenses or limit arrears owed to the State (but not the morher) in 
cases where the father cooperales or acknowledges paternity be/ore or after a genetic test is 
camplcIed; 

(7) 	 allow putalive fathers (where nO! presumed tn be the fother under Stale Jaw) standing to 
initiate their own paternity actions; 

(8) 	 I!Slablish and implement ltnvs which mandate. upon motion by a party. a tribunal in contested 
cases 10 order terr.porary suppal1 accordlng to the. laws of. the tribunal's State if: 

(a) 	 Ihe results of1M paremage tesling create a rebunable preswnption ojpaternity; 

(b) 	 the person from whom support is sought has signed a verified staiement oj parentage; 
or 

(c) 	 there is other clear and convincing evidence that the person from 'Whom suppan is 
sought is the particular child's parent; 

(9) 	 enact laws which abolish the availability a/trial!Jy jury for paternfry cases; and 
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(10) 	 have and use Jaws that provide Jor 1M ifllroductiort and admission into evidence, without need 
for rhird-party foundation testimony, 0/ pre--nala/ and post-natal binh·reltJIed and parentage
testing bills; QI1./,/"eacn blll shall be regarded tJS prima jacie evidence of the amount incurred 
on behalfofthe child for the procedures Included In the bill. 

Paternity Outrenclt 

Paternity establishment is recognized as an important strategy to combat the high incidence of poverty 
among children born out of wedlock. Yet to dale, there has been no cohesive national strategy to 
educate the public on this issue. As a result, many parents. do not u.ndetstand the benefits of paternity 
establishment and child support and are unaware of the availability of services. This proposai calls 
for a broad, comprehensive Qu.treach campaign at the Federal and State level to promote the 
importance of paternity establishment as a parental responsibility and a right of the children. 

A combined outreach and education strategy will build on the Administration~s pat~mity establishment 
initiative included in last year's budget law, OBRA of 1993. by underscoring the importance of 
paternity establishment for children born outside of mattiage and the message that child support is a 
two-patent responsibility. States wilt be asked to expand their point of contact with unwed parents in 
order to provide maximum opportunity. for paternity establishment and to promote the norm that 
paternity establishment is doing the right thing for their children. 

Under the propcsal: 

, (J) 	 the Department 0/ Heailh and Human Services. including the Public Health Service. IJnd In 
cooperation with the Depanment oj Education. will take the lead in developing a 
comprehensive media campaign designed to reinforce both tlw imponance oj paternity 
eSlablishmenl and the message that child support is a "two parenl" respcnsibiliry: 

(2) 	 States wfll be required 10 implemom outreach programs promoting voluntary acknrJw!edgment 
of paternity through a variety 0/ means, such as the diJtribution of written materials at 
schools, hospitals. and other agencies, These efforts should be coordinated with the U.S. 
Depal1ment of Education. States are also encouraged to esrablish pre-natal programs jor 
expectant couples. either married or unmarried, to educate parents on their joinl rights and 
responsibilIties In paternity. At State option, such programs could be required of all 
expectant "''tlfare recipients; 

(3) 	 States wiJI be required to maJ::4 reasmuzble efforts to joJiow up wirh individuals who do noJ 

establish paterniTY in the hospital. prolliIJing them l/ifomtation on the benefits aruf procedures 
for establishing paternity, The materials arui the process for which the in/ormation is 
disseminated is left to the discretion of the Scales, but Slates must have a plan for this 
outreach, which includes at least one post~hospjtal comact with each parent whose 
whereaboUls are known (unless the Stale has reason to believe that such contact puts the child 
or mother .at risk): 

(4) 	 all paren/s wIla eSTablish paternity. but who are nat requ.ired to assign their child support 
rights to the State due to receipt Of AFDC. must, at a minimum, be provided subsequently 
with in/ormation on the benefits and procedures for estoblishing a child suppert order and an 
application/or child support services; and 
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(5) 	 upon approval of 1M Secretary, Federal filnding will be provided aJ on increased matching 
raU! oj90 percent for paternilY autreach programs. 

<, 

Improving Cooperation among AFDC Mothers In the Estnblishment or Pnternily 

Cooperation Standards and Good Cause E:l<epnons 

Currently. cooperating with the IV-D agency in establishing paternity is a condition of eligibility for 
AFDC and Medicaid recipients. Cooperation is defined as appearance fur appointments (including 
bJood tests), appearanee for judkjaj or administrative proceedings. or provision of complete and 
accurate informatjon. The last standard is so vague that -true'" cooperation is often difficult to 
determine. Research suggests that a greater percentage of mothers know the jdentity and whereabouts 
of the father of their cbiJd than is reponed to the IV~D agency. Better and more aggressive 
procedures can yield a much higher rate of' success in eliciting information about the father from the 
mother than is 'currently achieved. 

The proposal contains several provisions aimed at significantly increasing cooperation among AFOe 
mothers whUe at the same time ·nor penalizing those who have fully cooperated with the IV·n agency 
but for whom paternity for their chUd is·not established due to circumstances beyond their control, 
Increased cooperation will ttsuJt in higher rates of paternity establishment. 

Under 'he proposal: 

(1) 	 the new cooperalion standards described herein will apply 10 all applications jor AFDC or 
appropriate Medicaid cases jar women with children born on or after 10 months following the 
date ofenactment; 

(2) 	 the ini/ial cooperalion requiremem is met enly when the mother has provided the Slate the 
foilowing in/ormation: 

(a) 	 the name ojthe Jather; and 

(b) 	 stifjicient information to verify the idenrfly of the person named (such as rhe presenl 
address of the person. the past or presenl place of emp/oymcnI 0/ the person. the past 
or present school attended by Ihe person. the name and address of the person's 
parents, friends Of relatives lhal can provide location information for the person, the 
telephone number 0/ the person. the dare of birth of Ihe perSOIl. or other injortflmlon 
that. if reasonable tffOl1s were made by the State. could lead to idemify a particular 
person to be served with process); 

(c) 	 if there is more than OM possible father. the mOIMr mu.sl provide lhe names oj aU 
possible/athers,

(3) 	 the continued cooperation requiremem is mel when the mOlher provides the Stale the following 
in/ormation: 

(a) 	 additional reasonable, relewuu information "-'hich Ihe mother can reasonably provide. 
requeslcd by the Stale at alTY poin!; 
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(b) 	 appearance Ilt requited interviews. coriference hearings or legal proceedings, if 
Mtified in advance and an Illness or emergency does nat prevent attendance; or 

(c) 	 appearance (along with the child) to submit to genetic tests; 

(4) 	 good Ciluse, exceplions will be granted for non-cooperalion on an individual case basis only if 
recipients meet the existing good cause exceptions/or me AFDC program. 

(5) 	 State IV-D WDrkers must iriform each applicant orally and in writing of the goad cause 
exceptions available under C!lrrent law and help the mother determine if she meets the 
definition. (Cu"ent exemptions for Medicaid eligibility jor pregnant women are also 
mai",ained.) 

CD.perot/on Prior to Receipt of BenejiJs 

Currently, many local IV-D agencies do not conduct intake interviews at ail but rather rely on 
information (e.g., identity and location of the father) obtained by the IV-A agency, Those IV-D 
agencies that conduct intake ~terviews do not scbedule them until after the mother has alteady 
applied for and been determined eligible to receive AFDC benefits. This practice reduces the 
incentive of AFDC mothetS to cooperate with the IV·D agency in providing complete and accurate 
information about the father of their child because questions regarding cooperation do Dot arise until 
after eligibility for AFDC has been approved and the family is receiVing benefilS: 

The proposal will increase the incidence of paternity establishment by making receipt of benefits 
conditional upon fulfilling the cooperation requirement; IV~D agencies will have to determine 
whether the cooperation requirement has been met prior to the receipt of benefits. States will be 
encouraged. but not required, to facilitate this change in procedure by either co·locating IV..A 
agencies and IV·D agencies or -conducting a single IV~AI1V~D screening or intake interview. AFDC 
applicants who fail to fulfill the new cooperation requirement will be sanctioned. 

(1) 	 AppliclllUS must cooperate in establishing paternity prior to receipt Of benefits: 

(a) 	 llslng the new cooperation standards. an initial dettrrnitUJtion of cooperation must be 
mode by Ihe State JV-D agency within 10 days of applicaJion for AFDC aodlor 
Medicaid; 

(1)) 	 if the cooperation determination is not made wIthin the specified time1rame. the 
applicant could not be denied eligibility jor the aboYe benefits based on IUJncooperow 

don pendIng the detenninarion,' 

(c) 	 once an initial determination of cooperation is made. lhe lV·D agency must inform the 
mother and the relevant programs 0/ its delerminatioh; . 

(d) 	 individuals qualifying jor emergency assistance or expedired processing couid begin 
receiving beneji!$ bifore a defemination is made. 
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(2) 	 Failure to cooperate with the /V-D agency 'WiJi reJult in an immediate sanc/ion: 

(a) 	 sanctions will be based on current law, Stales art required to inform all sanctioned 
individuals ojtheir right to appeal the determ.ination. 

(b) 	 if a determination is made thai the custodial parent has met the initial cooperation 
requlremern anti the N·D agency imer hos reason to believe that the information is 

" lncorrecr or insufficient. the agency must: 

(/) 	 try 10 oblail! additionoi information: atui iflhal foils 

iii) 	 schedule a fair hearing to determine if the parent is fully cooperaling before 
imposing a sanction; 

(e) 	 if a mOlher failS to cooperate atui is determined ineJigible for benefits, bur 
su.bseqJIently ch()()Sts to cooperate and Jakes appropriate action. Federal anti Stale 
benefits \till be immediately reinstated. 

(d) 	 if the determination resulTs in a finding oj noncooperation and the applicant appeals. 
the applicanl could not· be denied benefits based on non.cooperation pending the 
aU/come a/the appeQI. States can set up appeal procedures through the existing IV~A 
appeals process or lhro~gh a lV~D appeals process. 

(3) 	 Slates are encouraged to either co-locate lV-A and N-D offices, provide a single interview for 
ll'\i arul W-D purposes, or conduct a single screening process. 

SiMe PaterniIy Cooperation Responslbilities arul Suuukutis 

States will be held to new standards of responsibility for determining cooperation and ensuring that 
infortn3tion regarding paternity is acted upon in a timely fashion. Under the proposal, if the mother 
meets this suictcr cooperation reqUIrement and provides full information, the burden shifts to the 
State,to detennine paternity within one year from the date the mother met the initial cooperation date. 
This is a shorter time period than what was required by regulation under the FamUy Support Act of 
1988 and under the proposed OBRA o( 1993 regulations. 

If the State fails to establish paternity within the new specified one-year time-frame, it will lose 
Federal FFP for those cases. This FFP penalty does not exist under current law, and provides a 
significant incentive for States to work their incoming paternity cases in a timely fashion. A tolcrance 
level is allowed for cases where paternity cannot be established despite the State's best efforts. Other 
paternity standards under existing law will be maintained to encourage States to continue to work all 
new and old IV-D cases. 

For all crues subject to lhe new cooperation requirements: 

(1) 	 Stale lV-D agencies must either establish patcrniry if at all possible or impose (J sane/iOli in 
every CaSe within one yearfrom the tiate thaI the initial coopermiolJ requirement is mel; or 
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(2) 	 If the mOIhtr has met the cooperation requlremems cmd Ihe Slate has jai/ed to establish 
paternity within Ihe one year lime limil, the Slme wiJ11Wt be eligible for FFP of the AFDC 
granl for those casts. (1he Secretary will establish by regulation a method for keeping IfIJck 
oj those cases. 11Ie FFP penalty will be based on an average monthly grant/of cases where 
paternity is not established rather than by tracking Individual cases.) '!he Secretary shall 
prescribe by regulation a tolerance level. for which there will be no penalty. jar cases l4Itere 
paternity cannot be established despite the best efforts oj the State. The tolerance level sluJlI 
IUJt exceed a percenJage oj the Slate's mandalory casts that need paternity established in any 
given year (25 percent in years] and 2. 20 percenJ in years 3 and 4, 15 percent in years 5 
and 6, and 10 ptrctnr thereafter), 

Aecreditation of Genetic Testing La.oorntories 

In 1976 a joint commjttee of the American Bar Association (ABA) and the American Medical 
Association (AMA) established guidelines for paternity testing. In the early 1980·s. the Parentage 
Tes.ting Committee of the American Association of Blood Banks (AABB), under a grant from the 
Federal Office of Child Support Enforcement. developed standards for parentage testing laboralodes. 
These standanis served as a foundation for an inspection and accreditation program for parentage 
testing laboratories. In addition, the Parentage Testing Committee developed a checklist for 
inspectors to use in determining if laboratories are in conformance with the standards required for 
AABB ii:creditation. These standards are subject to future revision as the state-of-the-art and 
experience dictate. 

Using accredited laboratories ensures that laboratories do not take shoncuts. employ unqualified 
personnel, fail to perform duplicate testing or otherwise compromise quality control. Thirty-six of the 
fifty-four JV-D Child SuppOrt Enforcement agencies currently use solely AABB accredited 
laboratories for paternity testing. Under the proposal, the Secretary wm authorize an organization 
such as the AABB or a U.S. agency to accredit laboratories conducting genetic testing and States win 
be required to use only aceredited laboratories. 

State law often fails to keep pace with scientific advances in genetic testing. For instance, while 
DNA testing for paternity cases is widely accepted in the scientific community, some State laws 
remain from a time priot [0 DNA testing. Such State laws may refer only to "HLA" or "bJood~ 
testing, so State agencies are unable to contract with laboratories using more modern techniques. 
Under the proposal, States: Inust amend their laws to accept J1j accredited test results wIth the type of 
tests to he determined by the authorized organization or agency based upon what testing is widely 
accepted in the scienti~c eommunity. 

(J) 	 The Secrelary wiJI authorize an organization or U.S. agency to accredit laboratories 
conduCling genetic resting and the procedures and methods tv be used; an.d 

(2) 	 States are required to use accredited Jabs jor all genetiC resting and to 4ccepl all accrediTed 
rest resulls. 
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Administrative Authority to Esfablish Orders Based on Guidelines 

Establishing paternity alone does Dot establish an obligation to pay support. An obligation to pay 
support is only created when the proper authority issues an order that support be paid (Le., an 
-award" of support). Sometimes this is done when paternity is established and sometimes not-there 
are many State variations. States also vary in how they establisb an award when someone enters the 
IV-D system in non-paternity cases. A few States pro....ide administrative authority to establish child 
support orders. Many State require that a separate court action be brought, 

Establishing suppOrt awards is cdtical to eru;uring that children receive the support they deserve. 
Under the proposal, a11 IV-O agencies will have the authority to issue the child support award. This 
will vastly sirnpljfy and speed-up the process of getting an award in place. Adequate protections are 
provided to ensure that award levels are fair; the IV-D agency must base the award level on State 
guidelines and States are provided the flexibility to set up procedural due process protections. These 
administrative procedures apply to paternity and IV-D cases only. Legal separations and divorces 
J!lay still be handled through the court process. 

States (an be exempted from th~s requirement jf they can establish orders as effectively and efficiently 
through alternative procedures: 

(1) 	 SlilttS mUSt have and use simple adminisrrative procedurts in JV-D cases 10 establish support 
orders so that the IV-D agency can impose an arder for support (based upon State guidelines) 
in cases where: 

(a) 	 the custodial parent has assigned his or her right Ofsupport 10 the stale; 

(b) 	 the parent has nor assigned his or her right Of support 10 the Stale but has established 
paternity through an acknowledgment or State administratiVl! procedure; or 

(c) 	 in cases of separalion where a paremhas applied for N~D services and there is not a 
Court praceedlng pending jar a legal separation or divorce. At Stale option, States 
may extend such authority to all cases of separation and diyorce. but they are not 
required to do so, 

(2) 	 In all cases appropriate notice and due process as delennined by lhe SUlie must be followed. 

(3) 	 billing provisions jor exempllng Slales under section 466(d) oj the Socia/ Security Aa are 
preserved. 
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II. ENSURE FAIR AWARD LEVELS 

National Commission on Child Support Guideline'; 

States are currently required to use presumptive guidelines in setting and modifying all support 
awards but have wide discretion in their development. While the use of state-based guidelines has Jed 
to mote uniform treatment of similarly~situated parties within a state, there is still much debate 
concerning the adequacy of support awards resulting from guidelines. This is due to inadequate 
information on the costs of raising a cbitd by two parents In twO separate households and because 
disagreements abound over what costs (medical care, child care, non~minor and/or multiple family 
support) should be included in guidelines. The issue is further compounded by charges that individual 
State guidelines result in disparate trea~enl between States and encourage forum shopping. . 

To resolve these issues and ensure that guidelines truly provide an equitable and adequate Jevel of 
support in aU cases, the proposal creates a national commission to study and make recommendations 
on the desirabUlty of uniform national guidelines or national parameters for setting guidelines. 

(1) 	 A twelve~memlJer Nati~nal Commission 011. Child Suppan Guidelines will be established no 
later than March I. 1995. lor the purpose 0/ studying the desirability 0/ a uniform. lUUionol 
child support guideline or national parameters/or Slale guidelines. 

(2) 	 The Chairman ofrhe Senate Committee on Finance and the Chairman ofthe House Committee 
on Ways and Means shall appoint two members each. the Ranking Minority Members of such 
Committee s/wl/ appoim one member each. and the Secretary of Heal[h and Human Services 
shall appoint six members. Appointments 10 me Commission must include a Slate /v-D 
Director and members or repreStlllatives 0/beth custodial and non~custodial parent groups, 

(3) 	 The. Ccmmission sJwJl prepare a repon nor later than two years after Ihe date oj appointment 
10 he submined 10 Congress, The Corr.mission It!tminarfS six months after submission 0/ the 
repon. 

(4) 	 If The CommIssion delermines that a uniform guideline should be adopted. lhe Commission 
shall recommend 10 Congress a guideline K'hich il cOfJSiders masl equilable, laking imo 
QCCOUIfI studies o/various guideline models, Iheir deficiencies. and any needed improvemenJs. 
The Commission shaJl also cOfJSider the need for simplicity and ease 0/ application of 
guidelines tiS ti criticalobjeCfive. 

In addillon. the Commission should sludy the following: 

(l) 	 the adequacy of exisling State guidelines 

(1) 	 the Irea/men: Of multiple families in SttJU guideJines including: 

(a) 	 whether a remarried parent's spouse's income alfeclS a support obligation; 

(b) 	 the impact ofstep arul haif-siblings 01'1 suppon obligations; and 

(e) 	 the costs of multiple and subsequfnr family child raiSing obligations, OIher than those 
children for y..'hom 'he action \VOx brollgJu: 
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(3) 	 the treatment of child care expenses in guidelines including whether guidelines should take 
into account: 

(a) 	 current or projected work related or job training related child care expenses of either 
parent for the care of children of either parent; and 

(b) 	 health insurance, related uninsured health care expenses, and extraordinary school 
expenses incurred on behalfof the child for whom the order is sought; 

(4) 	 the duration of suppon by one or both parents, including the sharing of posc.secondary or 
vocational institution costs; the duration of suppon of a disabled child including children who 
are unable to suppon themselves due to a disability that arose during the child's minority; 

(5) 	 the adoption of uni/0171l tenns in all child suppon orders to facilitate the enforcement of 
orders by other States; 

(6) 	 the definition of income and whether and under what circumstances income should be 
imputed; 

(7) 	 the effect of extended visitation., shared custody and joint custody decisions on guideline 
levels; and 

(8) 	 the tax aspects of child suppon payments. 

Modifications of Child' Support Orders 

Inadequate child support awards are a major factor contributing to the gap between the amount of 
child support currently collected versus the amount that could potentially be collected. When child 
support awards are determined initially, the award is set using current guidelines which take into 
account the income of the noncustodial parent (and usually the 'custodial parent as well). Although 
the circumstances of both parents' (including their income) and the child change over time, awards 
often remain at their original level. In order to rectify this situation, child support awards need to be 
updated periodically so that the amount of support provided reflects current circumstances. Recent 
research indicates that an additional $7.1 billion dollars per year could be collected if all awards were 
updated (based upon the Wisconsin guidelines). 

The Family Support Act of 1988 responded to the problem of inadequate awards by requiring States 
to review and modify all AFDC cases once every three years, and every non·AFDC IV·O case every 
three years for which a parent requests a review. Although a good start, there are severaJ 
shortcomings with current policy. 

First, requiring the non·AFDC custodiaJ parent, usuaJly the mother, to initiate review places a heavy 
burden on the mother to raise what is often a controversiaJ and adversariaJ issue. Research indicates 
that a significant proportion of mothers would rather not -rock the boat" by initiating a review, even 
though it could result in a higher amount of child support. In order to eliminate this burden on the 
non·AFDC custodial parent and this inequitable treatment of AFDC and non·AFDC cases, child 
support awards of non·AFDC children should be subject to automatic review and updating just as 
current law now provides for AFDC children. 
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Second. current review and modification procedures ate extremely Jabor intensive. time~consuming. 
and cumbersome to implement. This problem is particularly pronounced in, although not limited to, 
States with court~based systems. Improvements in automated systems wi11 help diminish some of the 
time delays and tracking problems currently associated with review and modification efforts. 
However, a simplified administrative process for updating awards.is also needed for States to handle 
the volume of cases involved in a more effident and speedier manner. 

(1) 	 States sJwJ/ have and use laws that require lhe review ofDlI child support orders included in 
the Slate Central Registry once every three years, The review may consist of an exchange of 
financial Infonnal/o. through tlte Suite Central Registry, The SttJ1e Jha11 provide thtJ1 a 
change in the support amount resulting from 1M application of guidelines since the entry 0/ 
the last order is sufficient reason for modification of a child support obligation without the 
necessity of showing any other change in circumstances. (SloJes may. Of their option. 
lstablish a threshold amount n{)/ to exceed 10 ~rCel1/ since entry Of the last order.) Slates 
shall adjusl each order in accordance wilh the guidelines unless both parents decline the 
adjustmelll in a writing filed with rhe State Cemral Reg/sfry. 

(2) 	 Slales may set a minimum tJme{rame that runsfrom the dale of the last adjuslment that bars a 
subsequent review before a certain period of time elapses, absent other changed 
circwnstoncts. Individuals may request modifications rrwre often than once every three years 
ifeither parem 's income changes by mare tfum 20 percttu. 

(3) 	 Suues aTe not precluded from coruiuCfing the precess at the local or coun!y level. Te/epht>n/c 
hearings and video con/erencing are enctJuroged. 

(4) 	 To ensure that all reviews can be conducted within the specified time-Jrame. Slates must have 
and use laws whlch: ' 

(a) 	 provide the child support agency through Ihe State Central Regislry adminislftllive 
power to modify all child support orders and medical supp(J!'t orders. including those 
orders tntered by a court (unless Ihe State is exempted under section 46(i(d) of the 
Social Security Act): 

(b) 	 provide full faith ood credit for 01/ volld orders of support modified through on 
administrative process; 

(c) 	 require the chUd suppon agency to automaIe the review and modification process 10 

the extent possible.. 

(d) 	 ensure that interstOle modification Cases follow UIFSA and any amending Federal 
jurisdictional legis/arion for determining which SUlte has jurisdicJion 10 modify an 
order; 

(e) 	 ensure that downward modifications as well as upward motiijicOlio!1$ must he made in 
all cases if {J review indicates a modification is warramed; 

(j) 	 simpiifY notice and dut process prcctdures Jor motiijicalions in order to expedite the 
precessing ofmodifications (Federal statU/ory changes also); 

, (g) provide administrative subpoena power for all relevant income in/onnation; and 
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(h) 	 provide default standards for IJonwresponding [J(Jrents. 

(5) 	 The Secretary oj Health anil HUman Services and the Secretary oj the Treasury shall conilUct 
a study to determine if~RS income data can be used to jacilitate the modification process. 

Distribution or Child Support Payments 

l'rWrity oj Child Support Distribution 

Families are often not given first priority under current child support distribution pOlicies. The 
proposal will make such policies more responsive to the needs of families by reordering child support 
distribution priorities. giving States the option to pay current child support direetJy to famiHes wbo 
are recipients and reordering Federal income taX offset priorities. . 

When a family applies for AFDC. an assignment of support rjgbts is made to the State by the 
custodiaJ parent. Child support paid (above the first $50 of current support) is retained by the State 
to reimburse itself and the Federal government for AFDC benefits expended on behalf of that family_ 
When someone goes off puhlic assistance, payments for support obligations above payment of current 
suppOrt (Le.~ arrearages) may be made to satisfy amounts owed the State and the family_ States 
currently have discretion to either pay these child support arrearages first to the former AFDe family 
or to use such arrearage payments to recover for past unreimbursed AFDC assistance. Only about 19 
States have chosen to pay the famlJy arrearages first for missed payments after the family stops 
receiving AFDC benefits. 

The proposed change win require, all States to pay wearages due to the family before reimbursing 
any unreimbursed public assistance ow~ to the State, Such a change will strength-en a families post~ 
AFDC se1f·sufficiem::y. Families often remain economically vulnerable for a substantial amount of 
time after leaving AFDC; about 40 percent of those who leave return within a year and another 60 
percent return within two years. Ensuring that all support due to the family during this critical 
transition period is paid to the family can mean the difference between self~suffic-iency or a return to 
welfare., 

States that have wready voluntarily implemented this poHey believe that such a policy is more fair to 
the custodial family who now depends on payment of support to help meet its living expenses. States 
have also found it difficult to explain to custodial and non~custodiai parents why support paid when a . 
family bas left welfare should go to reimburse the State arrearages first before arrearages owed the 
family are paid. If child support is about ensuring the well-being of children, then the children's 
economic needs should be taken care of before State debt repayment. 

Public policy also ought to promote the establishment of two~parent families. Having two parents 
living together within marriage provides children with more emotional and financial support than 
baving two parents living apart, Under curren! law, child support arrears are not dischargeable even 
if the parents marry or reconcile, In these circumstances. the famHy must pay back itself, or the 
State, jf the family was on AFDC. For families with no AFDC arrearages. such payments ate 
iJlagical and inefficient; a check must be written by the family. sent to the lV-D agency. credited 
against the arrearage amount, and fe-issued by the State back to the family. For families with AFDC 
arrearages, such payments are not re-issued to the family, but are be used to reduce the State and 
Federal debt. This can make low income famlHes even poorer, Under the proposal, families who 
unite or reunite in marriage can have their arrearages suspended or forgiven if the famHy income is 
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less than twice the Federal poverty guideline. Protections will be included to ensure that marriage (or 
remarriage) is not undertaken for the sole purpose of eliminating child support arrearages. 

(1J 	 States shalt distribuJe payments of all child support col/ected in cases in which the obligee is 
nor receiving AFDC, including moneys col/ected'wough a tax refund cjJ'sct. in the follo»-'ing 
priority: 

(a) 	 10 a currenl momh's child support oblig(llion: 

(b) 	 10 debls owed the IQl1lily (non-dDC obiigalions); Ifany rights 10 child suppDn were 
assigned 10 lhe State. then all arrearages tfwI accrued after or be/ore lhe child 
received IIFDC shall be dLrrribuJed 10 1M IQl1lily; 

Ie) 	 subject /0 (2). 10 1M Slale making the collection lor any IIFDC debts Incurred wuier 
the assignme1ll ofrighls provision of Tule lV·A ojthe Social Security Act; 

(d) 	 subject 10 (2). to other Slares lor AFDC debls an Ihe order in which they accrued); 
the col/ecting State must cOll1inue to enforce the order until all such debts ore satiified 
and to transmit the colleaions and idemifYing information to the other State; 

(2) 	 Ifme noncustodial and cusuxfial parenJs unite or reunite in a legitimate marriage (not a sham 
marriage). the State must suspend or forgive colleerion ofarrearages owed to the Slate ifme 
reunitedfamily's joilll income is less than rwice the Federal poverry guidelint. 

(3) 	 The SecreJary shall promulgate regulations mat provide for a uniform method oj 
allocation/proration of child suppon when the obligor owes suppon to more than one family. 
All States must use the standard aI/oealion formula. 

(4) 	 Auignment ofSuppfJrt provIsion.s shall be consistent wifh (1) above. 

T,._ent 01 Child Support lor AFDC Fomilies - Slale Option 

With the exception of the 550 pass-through, States may not pay current child support directly to 
families who ate AFDC recipients. Instead child support payments are paid to the State and are used 
to reimburse the State for AFDC benefit payments. Many States have found thar both AFDC 
recipients and noncustodial parents misunderstand and resent chUd support being used for State debt 
collection. Under waiver authority. Georgia has undertaken a demonstration to pay child suppOrt 
directly to the AFDC family and a number of other States have expressed intere.'it in this approacb, 
The proposaJ will allow States the option to pay child suppon directly to &ne AFDC family. thereby 
allowing States to choose the distribution policy that will work: best in their state. The AFDC benefit 
amount is reduced in accordance with State policy to account for the additional family income. This 
policy change makes child support part of a famiJy's primary income and places AFDC income as a 
secondary source of suppOrt. 

(1) 	 At State option, States may provide thal aU current child support payments made on behalf oj 
any family receiving AFDC must be paid directly 10 the family (counting the child support 
payments dS income). 

(2) 	 The Secretary shall promulgate reguialiofls fO ensure that States chOOSing this option have 
available an AFDC budgeting system thai minimizes irregular momhly paymenl$ to recipients, 
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III. COLLECT AWARDS TIlAT ARE OWED 

Overview 

Currently, enforcement of support cases is too often bandled on a cornplainl--driven basis with the IV~ 
D agency only taking enforcement action when the custodial parent pressures the agency to take 
action. Many enforcement steps require court intervention, even when the case is a routine one, and 
even routine enforcement measures often require individual case processing rather than relying upon 
automation and mass case processing. 

Under the proposal. all States will maintain a central State registry and centralized collection and 
disbursement capability through a central payment center. Stale staff will monitor support payments 
to ensure that the support is being paid and will be able to impose certain administrative enforcement 
remedies at the State level. Thus. routine enforcement actions that can be handled on a mass or 
group basis will be imposed through the central State office using computers and automation. States 
may. at their option, use local offices for cases that require local enforcement actions, State staff thus 
will supplement. but not necessarily replace. local staff, 

The Federal rote will be expanded to ensure efficient location and enforcement. particularly in 
interstate cases. In order to coordinate activity at the Federal Jevel, a National Child Support 
Enforcement Clearinghouse (NC) win be established to help ttaek patents across Stare lines, The 
National Clearinghouse includes a national child suppon registry" the expanded FPLS and a national 
directory of new hires. The National Clearinghouse wiIJ serve as the hub for transmitting information 
between States. employers, and Federal and State data bases. lnterstate processing of cases will be 
made easier through the adoption of uniform laws for handling the.se types of cases. 

The proposal includes a number of child support enforcement too!sw..w.tools that have been proven 
effective in the best performing States. Finally, changes in the funding and incentive structure of the 
JV~D program and changes designed to improve program management and accountability are 
proposed. 

STATE ROLE 

Central State Registry 

Currently. child support orders and records are often scattered through various branches and levels of 
goverrunent. This fragmentation makes it impossible to enforce orders on an efficient and organized 
basis. Also, the abillty to maintain accurate records that can be centrally accessed is criticaL Under 
the proposal. States will be required to establish a Central State Registry for all child support orders 
established or registered in that State. The registry will maintain current records of all the support 
orders and work in coordination with the Central Payment Center for the collection and distribution of 
child support payments, This will vastly simplify withholding for employers, The creation of central 
State registries was one of the major recommendations of the U.S. Commission on Interstate Child 
Support and is a con;;ept supponed by virrua!ly all child support professionals and advocacy groups. 

(1) 	 As a condition of receipt 0/ Federal fUMing for lM child suppOrt eriforcemer.t program, each 
State must establish an automated central State regislry of child support orders. 

(2) 	 ·The registry must maintain a current record ofthe following: 

(a) 	 all present N-D orders established, modified or enforced in the Stme; 
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(b) 	 all new alUl modified orders 0/ child support (lV-D and non·tv·D) establislted by or 
under the jurisdiction oj the State, after the effective date ojthis provision; and 

(c) 	 at either parent's request, existing child suppon cases not included in the lV~D system 
on the effective date of the .registry. 

(3) 	 The State. in operating lhe child suppon registry. must: 

(a) 	 l1Uliniain and update Ihe registry at all times; 

(b) 	 meet Specified time1rames for submission of10eo1 court or administrative orders to the 
registry, as de/erodned by the Secretory; 

(c) 	 receive OUN)j-StaJt orders to be registeredfor enforcemelll and/or mad!/ication; 

(d) 	 record the amount Of support ordered and the record ofpaymem for each case that is 
coUected and disbursed through the central paymenJ center; 

(e) 	 conform to a standardized suppon abstracrjormal, as de/ennined by the Secretary.jor 
the extraction of case in[qnnatioJt 10 lhe National Registry and lor matches against 
other data bases on a regular basis; 

(f) 	 program the statewide automated system to extraa updates automatically of all· case 
records included in the registry; 

(g) 	 provide a ceneral pcint ofaccess to the Federal new-hire reporting diredory and other 
Federal data bases. slatewide data bases, and Ineerstate case acrivJJy; 

(11) 	 routinely match againsl olher Stale data bases 10 which the child support agency has 
acCess; 

(1) 	 . USe a uniform Identification nu.m.ber, preferably the Social Security Number. jor a/f 
individuals or cases as determined by the Secretary: 

(j) 	 maintain procedures to ensure IMI new arrearages do not accrue after Ihe child Jor 
wham support is ordered is no longer eligibie far support or the order becomes invalid 
(e.g., triggering notices to parents iforder does not termituUt by its own terms or by 
opera/ion oj law); . 

(k) 	 use technology and automated procedures in operating the registry wherever feasible 
arul cost-effective; 

(l) 	 ensure tho/the interest or lafe payment fees charged can be automatically calculated,' 

(m) 	 ensure that the registry has access /0 vital sJalistics or other in/omtaIion necessary ro 
detennine the new paternity performance measure. (If Guroma/ed elsewhere, access to 
these mher data bases should be aulOmaJed as w.-ell); ,and 

(n) 	 ensure that the system is capable ofproducing a paymenJ history as detennined by the 
Secretary. 

121 



Optionf.r IntegrQ1ed Slate Registry 

(4) 	 SI(J.les may, at their optwn, mainJain a unified, integrated registry by connecting local 
registries through computer linkage. (l.,acal regis/riel must he able to be integrated aI a cost 
which does not exceed the cost oj a new single cemraJ registry.) Under this option. however, 
the State and StlJ1t staff must still perform all of the activities described herein for central 
registries and must maintain a State Central Payment Center jor collection and disbursemenr 
ofpayments. 

Automated Mass Case Processing and Administrative Enf~rcement Remedies 

In most States. routine enforcement actions, which are necessary in thousands or tens of thousands of 
cases, are still handled on an individual case basis. Often these actions require COurt involvement in 
each individual case or. at the very least, initiation of the routine action at the local level. Such a 
process by its nature is slow and cumbersome. causing many cases to simply never receive the 
attention they deserve. A few States. such, as Massachusetts. are handling rOutine enforcement actions 
by using mass case processing techniques and imposjng administrative enforcement remedies through 
centralized case handling. ,Computer systems routinety match child support files of delinquent 
obligors against other data bases. such as wage reporting data and bank account data, and when a 
match is found can take enforcement aCtion automatically without human intervention. The system 
automatically notifies the obligors of the actions being taken imd offers an appeal process. The vast 
majority of obligors do not appeal, so the case proceeds routinely and tbe support is obtained and sent 
to the famities due suppOrt. 

The ,use of such mass case prO¢essing techniques and administrative remedies has significantly 
reduced the number of cases where the IV-D agency has to resort to ·contempt or other judicial 
measures. This also frees up staff to work paternity cases or other more labor intensive enforcement 
measures. The proposal requires: aU States to develop the capacity to handle cases using'mass case 
processing and the administrative enforcement remedies. 

(1). 	 As a condition ofSlate plan approval. the State must have sufficie11t SIf1If:. staff. State auJJwriry 
and automated procedures to monitor cases and .se those e/iforcement measures that can 
be handled 011 a mass or group basis using computer auu)fJuuion technology. "State stqff' are 
staff that are employed by and directly accoUlltable to the State IV-D agency (private 
conrractors are, aiJawed). (Where Stales have IVeld staff, this supplements, but does not 
necessarily replace. local staff. 'Iherejore. local sioffare still provided where necessary.) 

Specifically the Siale shall: 

(2) 	 monitor all cases within the registry on a regular hasis, detennining on at least a monthly 
basis whether the child support payment has been madtr' 

(3) 	 maitUain automation capabiliry whereby a disruption in payments triggers automatic 
enforcement mechanisms; 

(4) 	 administratively impose the following en/orcemem measures ,wi/hour need for a separale court 
order: 
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(a) 	 order wages to be wIthheld automatically for me purposes 0/ sQrisjying child suppon 
obligations, and direct wage withholding orders to employers irr.mediateiy upon 
TWtljication by the national directory ojnew hires,' 

(b) 	 attach financial instituti()1f accounts (post:/udgment sehures) wlthoUl the need for a 
separate court order for the attachment; (SuJJes can, at Iheir option. freeze accounts 
and if no challenge to tht freeze ojjimds is nw:ie, turn over Ihe part of the account 
subject to 1M freeze up 10 the amount O/IM child support debl to Ihe person or Stale 
seeking the execution)," 

(c) 	 intercept certain lUJ1ifJ"'sum monies such as lonery winnings and settlements to be 
turned over 10 the Stale to satish pending a"earages: 

(dj attach puhlic and priWlte retirement fundS in appropriale cases, as determined by the 
. Secretary; 

(e) 	 attach I.memploymefli compensation. workman'£ compensmion and Olher State benefits; 

(f) 	 increase payments to caver arrearages; 

(g) 	 intercept State tax refunds; and 

(h) 	 submit cases for Federal tux offie/. 

(5) 	 In tlll caseS, appropriate notice and due process as determined by the State mttSt be followed 
but Slate laws and procedures must recognize that chIld support arrears are currently treated 
as judgments by operation of law and reducing amounts 10 money 'judgments is nat a 
prerequisire to any enforcement. 

Centraliz.ed Collection and Disbursement Through a State Central Payment Center 

Under current raw. payments of support by noncustodial parents or by employers on behalf of 
noncustodial parents are made to a wide variety of different agencies, instilUtions and individualS. As 
wage withholding becomes a requirement for a larger and Jarger segment of the noncustodial 
population, the need for one. central location to collect and disburse payments in a timely manner has 

. grown. States vary regarding how the (hild support payments are routed. In some States. Jocally 
distributed child support payments stay at the local Jevel, with the remainder going to the State for 
distribution. In other States, all the money Is transmitted to the State and is then distributed to either 
the family or to the governmental entity receiving AFDC reimbursement, A few States are beginning 
to coHeet and distribute child support payments at the State level. 

CoUection and distrihution practices vary in non-IV~D cases as wel1. Some States route the money 
through local clerks or courts. In other States the non·IV-D chlld support payments flow entirely 
outside of government. from the obligor or his or her employer directly to the custodial parent. 

Under the proposal, payments made in all cases entered in the centra) registry are processed througb a 
Central Payment Center. run by the State government as part of the Centra! Registry or contracted to 
a private vendor. (parents may opt out of payment through the State Central Payment Center under 
certain conditions; see p. 29 for further detail.) This cases the burden on employers by allowing 
them to send withboldings to one location within the Stale instead of to sevtral county clerks or 
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agencies. In addition, distribution and disbursement js accomplished b:sed ('It'! economjes of scale, 
allowing for the purchase of more sophisticated processing equipment than many counties could 
individually purchase. ensuring speedy disbursement and central accountability in intercounty cases. 
State governments will be able to credit their AFDC reimbursement accountS quickly and parenl.S who 
opt for direct deposit could have their share of the support almost immediately deposited. 

(1) 	 Through afully automated process, the State Central Payment Center must: 

(a) 	 serve as the Stare paymenJ center lor all employers remitting child suppon withheld 
from wages; and 

(b) 	 serve as the State payment Center lor all non~wage withholding payments through the 
use Ofpayment coupons or stubs or electronic means. unless lhe panies meet specified 
OPlwOUl requirements. Stales, ar their option. may allow cash paymerus allocaf Offices 
or financial ilUtitutions only if the payments are remined 10 the Statt CtruraJ Payment 
Center for payment processing by eltctronlc funds transjer within 24 hours ofreceipl, 

(2) 	 InjUffllllng these obligations, the State Central pqyment Center must: 

(a) 	 accepl ali payments through any means a/transltr determined acceptable by W Slllte 
including the use oj credil card payments and Electronic Funds Transfer {Em 
systems; 

(b) 	 generate bills which provide for accurate paymeru idenlijicorion, stich as return stubs 
or coupons, for cases not covered under wage withholding; 

(c) 	 identify all payments nuuie to- the Stare central Paymeru Gehret (lnd match the 
payment to the correct child support case record: 

(d) 	 disburse all Colltelionr in accordance with prlorilies as set jonh under the proposal: 

(e) 	 disburse the child suppcn payments to Ihe custodial parems through a transmission 
proctss acceptable ~,Ihe Stau t including direct deposit if the custodial parent 
requests: 

(f) 	 provide that each child support payment 'made by the noncustodial parem is proce.ssed 
and sent to the custodial parent promptly a.t Ihe time il is received (exceptions by 
regulation/or unidentified payments); 

(g) 	 maintain records 0/ traltSaclions end Ihe status 0/ all accounts including arrears, and 
moni!t;r all payments ofsuppon: 

(h) 	 develop {)tltOm.afic monitoring procedures Jar all cases where a disruption in payments 
triggers automatic enforcement mechanisms; 

(i) 	 (lcapt and transmit interstalt colfectioflS 10 other States using electronic funds transfer 
(EFT) technology; and 
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(3) 	 In orda to Jacilitate the quick processing and disbursement 0/ payments 10 custodial parents. 
States are encouraged to use Electronic FuJUis Transfer (EFT) systems 'wherever possible. 

(4) 	 Slates must also be able 10 provide parems up~to-.dale in/onnalion on curren! paymenr 
records, arrearages. and general information on child support services available, Use of 
autol1ZlJled Voice Response Unirs (VRU) to respond to c/iem needs and questions, the use oj 
high·speed check-processing equipment, the use of high-pelformance, folly-automated mail 
and postal procedures and fully DU/omated billing o.nd statement processing are encouraged: 
the Federai Office of ChiJd Suppon Enforcemenz (OCSE) will facilitate private businesses in 
providing such technical assistance tf) the Stares. 

(5) 	 Stares may form regional ,""permi'" agreemenzs to provide the col/eetion and disbursement 
function/or two or more States through one -drop box" location with compuler linkage 10 the 
individual Stare regIstries. 

(6) 	 States must enaCt procedures providing that in child support cases, 0 chnnge in payee may IWt 
require a court hearing or order to lake effeCt and may be done administrazively. with nmice 
to beth parties. 

Eliglbillty for IV~D Enforcement Services 

Under the existing system, child support services are provided automatically to recipients of AFDC. 
Medicaid and, in some cases, Foster Care Assistance. Other single parent families, however, musr 
seek services on their own by making a written application to the IV-D agency. Further, they must 
pay an application fee unless the State eJects to pay the fee for them. Women may be intimidated 
from initiating a request for services and many States view the written application requirement as an 
unnecessary bureaucratic step. 

To foster an environment where routine payment of child support js inescapable without placing the 
burden on the custodial parent to take action, all eases induded in the central registry (that is. all 
families with new and modified orders for support. all families currently receiving IV~D services and 
any other family desiring inclusion in the registry) will receive child support enforcement services 
automatically, without the need for application. However. in situations where compliance with the 
order is not an issue. parents can oPJ to be excluded from payment through the central paymenr 
center. This essentially carries forward the flexibility provided l,mder existing immediate wage 
withholding requirements. 

(J) 	 All cases included in the Su)te's central registry shall receive child suppon services Yl.'ilhom 
regard It) whether the parent signs an applictllion for services. Currem child support cases 
not covered through the IV~D system, at the time of enactment could also request services 
through the Stale chUd support agency. 

(2) 	 UtUier no circumstances may a State deny any person access to State child support servtces 
based solely on the person's nonresidency in rhat Slate or require the payment of any fees by 
a parentlor inclusion in the central registry. 
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(3) 	 No fees or COsts may be imposed on any custodial or noncustodial parent or other individu.al 
for application for IV~D child support services; no fees or costs may be imposed on any 
custodial parelU for any child support enforcement services. including co/Jections. provided by 
the N-D child Juppon agency. (Non-custodial parenJs may be charged fees or COSIS except 
where prohibited hereJ"n.) 

Opportunity w Opt-Olll 

(4) 	 ParelU! with child support orrkn included in the telllral regiStry can choose to apMIII oj 
paymenl through the central paymelll cemer if they are not otherwise subject lQ a wage 
withholdillg order (curreN pruvtsionsjor exceptions 10 wage withholding are preserved). 

(5) 	 Parents \tJw OPN'JUJ musr file a separate wrinen /onn with the agency signed by both parties, 
indicaring rhal both individuals agree with the arrangement. 

(6) 	 If the parents choose to Opl-out oj wage withholding and paymenl Ihrough the cenlral payment 
center. the noncustodial parent fails to pay suppon, and the cUJlodial parem notifies the 
agency jor enjoTcemeru action. compliance will be moniJored by the State thereafter. 

FEDERAL ROLE 

National Clearinghouse (NC) 

The National Clearinghouse will consist of four components. three of whIch have direct bearing on 
improving child support enforcement: the National Child Support Registry. the expanded FPLS. and 
the National Directory of New Hires. (The National Transitional Assistance Registry is not discussed 
in this section.) The National Clearingbouse shall QPerate under the direction of the Secretary of 
Health and Human Services. 

N(l//oMi Child Support Registry 

The Family Support Act of 1988 mandated the implementation and operation of a comprehensive. 
statewide, automated child support enforcement system in e'o'ery State by October I, 1995, Statewide 
automation will help correct some of the deficiencies associated with organizational fragmentation as 
well as alleviate another problem· ineffective me management. For interstate case proce>sing. the 
Chlld Support Enforcement Networlt (CSENel)~ currently being implemented, is designed to link 
together statewide. automated systems for the purpose Qf exchanging interstate case data among 
Slates. While aU States will eventually be linked through CSENet. no national ditectOry or registry of 
all child support case... currently exists. A national registry in combination with statewide automated 
systems bas the potential to greatly improve enforcement nationally. through improved ioeate and 
wage withholding. and to also improve interstate case processing. 

Under the proposal, a National Child Support. Registry will be operated by the Federal government to 
maintain an up-to-date record of all child suppon cases and to match these eases against other 
databases for location and enforcement purposes, The primary function of the Registry is (0 expedite 
matches with other major databases. 
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(l) 	 The Federal government will estiJblish a National Child SuppOrt Registry that maintains a 
c""ent record 0/ all child support casei based on an eX/ract 01 in/ormation from each Stare's 
CeruraiRegiSlry. The Nat/anal Registry will: 

(a) 	 contain minimal in/ormation on every child support case from each Suue: the. name 
and Social Security Number 0/ the noncustodial parem (or pUlaIive father) and the 
case idefllijicaJion number: . 

(b) 	 inteljace with State Central Registrieslor the automalic transmission 0/case updates,' 

(e) 	 _ch the data against other Federal data bases:. 

(d) 	 poim all ntmches back to the relevanr Stale ilJ a timely manner; and 

(e) 	 lmetface and malch wilh National Directory 0/ New Hires, 

(2) 	 The Secretary shlJIi determine the m:tworldng system, after considering the /etulblJity and cost. 
which fIUly be an, 01 the lollowlng: 

(a) 	 building upon the exiSTing CSENet inlerstate network system; 

/1.» 	 replacing the <.tiS/lng CSENet; 

(c) 	 integrating with the current SSA system,· or 

(d) 	 imegrating with the proposed Heallh Security Administration's network and data base. 

(3) 	 An amounJ equal to two (2) percent of the Federal share of child support collections made on 
behalf 01 AFDC families in the previous year shall be outhorlud in each fiscal ,ear 10 fUnd 
the NatiolUll Qearinghoust. 

NtllioMl Directory ofNew Hires 

A National Directory of New Hires, operated by the FederaJ goverrunent. wilt be created to maintain 
an uJrto-.date data base of all new employees for purposes of determining cbild support responsibility. 
Information will tome from transmission of the W4 form. which is already routinely completed or 
through some other mechanism as the empJoyer chooses. Information from the data base will be 
matcbed regularly against the National Registty to identify obligors for automatic income withholding 
and the appropriate State will be notified of the match. This national directory will provide a 
standardized process for all employers and interstate cases will be processed as quickly as intraState 
cases. 

Currently, information about employees and their income is reported to State Employment Security 
Agencies on a quarterl), basis. This data is an excellent source of information for implementing wage 
withholding as well as for locating the noncustodial patent W establish an order, A major draWback, 
however. is thal this data is approximately three.. to six~months old before the child support agency 
has a'Ceess to it. A significant number of obligors delinquent in their cbild SUppOR change jobs 
frequently or work in seasonal or cyclical industries. Therefore, it is difficult to enforce child support 
through wage withholding for these individuals. At least teo States have passed legislation and 
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implemented a process requiring employers to report information on new employees soon after hiring. 
Several others have introduced legislation for employer reporting. 

The problem with continuing on the current path is that each State is taking a slightly different 
approach concerning who must report. what must be reponed. and the frequency of reponing. etc, 
Also. while improving intraState wage withholding. this approo.ch does little to improve interstate 
enforcement, The time has come for more standardization as well as expansion through a national 
system for reporting new hire information. Many employers and the associations which represent 
them. such as the American Society for Payroll Management, are calling for a centralized. 
standardized single reponing system for new bire reponing to minimize the burden on the employer 
community. A National Directory of New Hires wjJ( significantly reduce the burden on employers. 
especially multi~State employers. as wen as increase the effectiveness for interstate wage withholding. 

(l) 	 '!he Secretary oj Health and Human Services shall operl11t Q new National Directory of New 
Hires which maintains a current data base of all new employees in the United States as they 
are hired. 

(2) 	 All employers are required to report infof!1lation based on every new employee'S W4 form 
(which is already routinely completed) within 10 days ojhire to the NatioMI Directory; 

(a) 	 employers may mall or fax a copy of the W-4 or use a wrriery ofother filing methods 
to accommodate their needs and limitations. including the use oj POS devices. touch 
ume telephones. electronic transmissions via personal computer. tape transfers, or 
mainframe to mainframe tr(lJ1Smissioru.. 

(1)) 	 ill/ormation submitted must include: the employee's name, Social Security Number, 
date ojbirth, and the employer's idemijicaliolJ number (EIN); 

(3) 	 employers will face ft"es or cMI penallies if Ihey intentionally fall to: comply with the 
reponing requirements; withhold child support as required; Of disburse il to the payee oJ 
record ·wilhinfive calendar days ofthe dale of the payroll. 

(4) 	 The Nallonal Directory of New Hires shol!: 

(a) 	 match the data base against several national dala bases on a periodic basis Including: 

(i) 	 the Social Security Administration's Employer Verification Syslem (EVS) to 
lIerib that Ihe social security number given by the employee is correct and to 
correct any Iranspositions; 

(ii) 	 . the National Child Support Registry (matching 10 occur at least every 48 
hours).' alJd 

(iii) "he Federal Parent Weale Service (FPLS): 

(all cases submitted to the National Child Support Registry and other locale requests 
submitted by the States shall be periodically cross-matched against Ihe National 
Directory ofNew Hires); 
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(b) 	 notify the Stafe Registry ofany new malches within 48 hours including the individUtl/'$ 
place of employmenJ 10 Ihal States can initiate wage withholding for COStS where 
wages are 1lot being wirMeld currently or lake appropriate enforcement action; G,ttl 

(c) 	 retain data/or a designated lime period. to be determined by the Secretary. 

(5) 	 The SUJte Employment Security Agencies ($£SAs) shalJ submit extracts oflheir quanerly wagt 
repartlng dOla 10 the Nut/anal Dlreerory of New Hires. The SEliAs slulll utilize. yarlery of 
aU/omaJed means tl) transmit the data electronically to the National Directory of New Hires. 
The National Directory sha11 rake appropriate nteflSures to sa/egw:Jni the pri'Vf.lC)' and 
unauthorized disclosure of1M wage reparting data submitted by SEliAs, 

(6) 	 States slulll mQlch che hils against their antral registry records at least eYery 48 hours IIJId 
mLlSt send natice to employers (ifa wiJhhoJding order/notice is nOI a/ready in place) within 48 
hoars ofrectiPI from the Nmlonal Directory qfNew Hires, 

(7) 	 A feasibility study shall be undertaken 10 detenni,", If the New Hire Directory should 
ullilnotely be part of 1M Simplified Tax alul Wage Reparting System, or the Social Security 
Administration's or the Health Security liC1-Crellled data bases, 

Expanded FI'LS 

States currently operate State Parent Locator Services (SPlS) to locate noncustodial parents, their 
income. assets and employers. The SPLS conducts matches against other State databases and in some 
instances has on~line access to other State databases, ]n addition, the SPLS may seek information 
from credit bureaus. the postal service, unions. and other sources, Location sources may vary from 
State to State depending on the individual State's law. One location sauree used by the SPLS is the 
Federal Parent Locator Service (FPLS). The FPLS is a computerized national l<K:ation network 
operated by OCSE which obtains information from six Federal agencies and the State Employment 
Security agencies (SESAs). 
In order to improve efforts to locate noncustodial parents, under the proposal. OCSE will significantly 
expand the Federal Parent Locate Services and make improvements in parent locator services offered 
at the Federal and State levels. The FPLS shan operate under the National CJearinghouse. 

(l) 	 The OCSE 'hall expand Ihe scope Of Slate and Federallacme (/forts by: 

(a) 	 cHowing States (,hrotigh access to the FPLS and Ihe National Child Support Registry) 
10 lOCale persons who OHlt' a child suppcrt obligation, persons jor whom an obligation 
is being esuJblisned, or persons };,w are owed child support ob/igatlons by accessing: 

(l) 	 Ihe records Of other State JV~D agencies and locate sources; 

(U) 	 Federal sources of locate information in the same fashion: and 

(iii) 	 Ofher appropriate data bases. 
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(b) 	 requiring the child support agency to pro\!/de both ad-hoc and balch proctssing 0/ 
locate requesls. with adwhoc access restricted 10 cases in 'Which Ihe in/ormation is 
needed immediately (such as with coun· appearances) and batch processing used 10 
IroU data bases to locate persons or update in/onnarion periodically: 

(e) 	 jor in/ormation retained in a State /V-D system, providing jor a maximum 48 hours 
turnaround from Ihe time the request is received by the Slare 10 Ihe lime infonna~ 
tionlresponse is relurned: for in/ormalion nol main1ained by the Slate fV~D system. lhe 
sysrem must generare 0, requesl to olher Stale locate daJa bases within 24 hours Of 
receipl. and respond 10 the requesting Slate Wilhin 24 hours qfter receipt 0/ that 
iriformalionjrom the SUlIe locate sources; 

(d) 	 broadening the deflnilion ofparetu localion to Include lhe pareros' income tlJUi assers; 

(e) 	 developing with lhe Statts an tuJlomated inlerj'ace between Iheir Statewide automated 
child support ell/orcemenl "stems llJId lhe Child Support Ell/orcemenl Network 
(CSENet). permiuing lacalt and slalus requesls from one State to be integrated with 
intraStaJe requeslJ. therehy automarically accessing all [acme saurces of daJa 
Dval/able to lire State rv-p agency: and 

(2) 	 States shall have and use laws lhal require unions and their hiring halls to cooperatt with IV
D agencies by providing in/ormation on /he residential address. employer, employer's 
address. woges, and medical insurance benefits ojmembers: 

(3) 	 The Secretary shall authori:.e: 

(a) 	 a study to address the issue o/whether access to the Naliono./ wcate Regislry should 
be exIended 10 noncustodial parents seeking Ihe location of their children and whether. 
i! it were. cuslOdial parents fearful ofdomeslic violence could be adequately protected 
and shall mak£ recammendmioru 10 Congress: and 

(b) 	 a slutly to address the feasibility and costs of coruracling willt. the, largest credit 
reponing agencies 10 have an electronic data in1erchange with FPLS. accessible by 
Stalts. jor credil information useful jor the enforcemeN of orders, and if the Fair 
Credil Reponing Act is amended. for establimmenJ and adjustmenJ oforders. 

(c) 	 demonSlraJion grams 10 Slates 10 improve the tmer/ace with Steue data bases thaI 
show potential as tJUlotnlItea iocate sources for child suppan enforcement, 

Expanded Role of lnternal Revenue Service 

The Internal Revenue Servie:e (1RS) is currently involved in the child support enforcement program 
both as a source of valuable information to assist in locating noncustodial parents, their assets and 
their place of employment, and as a collection authority to enforce payment of delinquent support 
obligations. In FY 1992, well over one-half of a billion dollars was collected by the IRS on behalf of 
over 800,000 child support cases. This proposal focuses on stfengthening the IRS role in child 
support enforcement in three areas: enhancing data exchange; expanding the tax refund offset 
program; and. improving the full collection pro:ess, 
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Enhancing Data Exclwnge Between IV·D Child SUPPfJl1lmd the IRS Data 

The Internal Revenue Code currently provides accesS to certain tax information used by child support 
enforcement agencies, including 1099 data. Access to this information greatly enhances State 
enforcement effortS and the utility of the locate network. Under the proposal~ the Secretary of the 
Treasury will explore the feasibility of simplifying access to this IRS data, 

(1) 	 1he Secretary of rhe Treasury shall up/ore the feasibility 0/ and, ().S appropriate, institute 
procedures whereby States can more easily obtain access IQ IRS data (Including 1099 data), if 
allowed by law. for the purposes Q/ ldemlfying obli£ors' income and assets. Safeguards must 
be in place UJ proteCt the conjidelUiaJity o/the i1J/OrmaJmn. 

IRS Tax Refund Offset 

Current statutory requirements for Federal tax refund interception set different criteria for AFDC and 
nonAAFDC cases. One espedally inequitable difference is that the tax refund offset is not available to 
coJlect past-due child support for non-AFDC cbildren who have reached the age of majority. even if 
the arrearage accrued during the ~hild's minority. The proposal will eliminate .all disp3fities between 
AFDC and non·AFDC income taX refund offsets for child support collection purposes. 

(J) 	 The disparities between AIDC and non-AFDC cases regarding the availability of the Federal 
income tax reforul offset shall be elimllUited, the arrearage requiremenl slwll be reduced 10 tm 
fJmOum determined by the Secretory. and offsels shall be provided regardless O/ZM age a/tht 
child for whom an offset is sought. nme-{rames. notice and hearing requiremems shall be 
reviewed for simplification. 

IRS Full Collections 

Currently. the IRS fulL collection process (which may include seizure by the IRS of property, freezing 
of accounts. and other procedures) is available to States as an enforcement roof in collecting 
delinquent child support payments. Whilf! use of the IRS full collection process could be an effe::tive 
enfortement remedy, especially in interstate cases, it is currently used oniy rarely. in part. because 
the current process is cumbersome and'probibitively expensive from the States' perspective, The IRS 
and HHS bave recently undertaken a study to explore how to improve the IRS fun collec:tion process 
and to make reconunendations regarding its expansion. As part of this study. 700 cases were certified 
to IRS for collection in September, 1993. These cases ate being closely monitored and the data 
obtained will be used to make recommendations for improvement to the IRS FuU Co1Jeetion project, 
including the establishment of a new fee structure. The proposal will require the Secretary of 
Treasury to improve the full collection process by establishing a simplified and streamlined process, 
including the use of an automated collection process for child support debts. 

(l) 	 To improve the IRS Full CnlleClion process. lhe Secretary of the Treasury shall: 

(a) 	 simplifj the IRS full colleclion process; 

(b) 	 establish procedures to ensure thO! the process is expeditious and implememed 
effectively; 
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(c) e~lore the feasibility of the JRS using its automated tax collection techniques in child 
suppon foil collection cases; and 

(d) 	 the IRS wilJ not charge an txlra submission lee if a State updates the arrears on an 
open case. 

INTERSTATE ENFORCEMENT 

Currently~ many child support efforts are bampered by States' inability to locate noncustodial parents 
and serure orders of support across State lines. New provisions will be enacted to improve State 
efforts to work interstate child support cases and make interstate procedures more uniform throughout 
the country. 

Under current law, most States handle their interstate cases through the use of versions of the 
Unifonn Reciprocal Enforcement of Suppan Act (URESA), promulgated in 1950 and cbanged in 
1952~ 1958 and 1968. Using: URESA may result in the creation of several child support orders in 
different States (or even counties within the same state) for different amounts, ail of which are valid 
and enforceable. Intersuue income withholding, an administrative alternadve to URESA. is not 
widely used and limits the enforeemet1t remedy of withholding. 

Under the proposal, States will be required to adopt verbatim URESA's replacement, the Uniform 
Interstate Family Support Act (UIFSA). UIFSA ensures that only one State eontrols the terms of the 
order at anyone time. UIFSA. unlike URESA, includes a eomprehensive long~arm jurisdiction 
section to ensure that as many cases Stay in one State as is possible. Direct withholding will allow a 

. State to use incom~ withholding in interstate cases by serving the employer directly without having to 
go through the second State's JV~D agency. Additionally; States could quickly obtain wage 
information from out-<lf-State employers. Interstate locate through the National Clearinghouse should 
improve locate capability dramatically, by linking State agencies. Federa1locate sources aJld the new 
bire data base. 

We wUl also ask Congress to express its sense that it is constitutional to use "child~state· jurisdiction, 
which jf upheld by the Supreme Court, wm allow agencies to bring the child support case where the 
child resides instead of where the noncustodial parent lives jf he or she has no ties to the child's state. 
This extends long arm jurisdiction'S reach to aU cases instead of just most cases. It wouJd also 
eliminate arguments and court proceedings regarding jurisdiction. 

While aU States have implemented immediate wage withholding programs for child support payment, 
there are significant variances in individual State laws. procedures and forms. Those differences are 
significant enough to bog down the interstate withholding system. Even within States. forms and 
procedures may vary, resulting in stow or inaccura(e case processing. The proposal will require the 
Secretary to promulgate regulations defining income and other terms SO that income withholding 
terms, procedures and definitions are uniform. This. wit! improve interstate wage withholding 
effectiveness and fairness and facilitate a more employer-friendty withholding environment. The net 
effect of UIFSA, direct and uniform withholding, national subpoenas, interstate lien recognition. 
interstate communication, and child-State jurisdiction is to almost eradicate any bafrlers that exist to 
case processing simply because the parents do not reside in the same state. 
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To Jacililate inrerstate ~nforcemenr efforts. each Slale must have and we Jaws. rules and procedures 
lhat: 

(1) 	 provide for long~armjurisdiction oYer a nonresidel1J individual in a child support or parentage 
case under cenain conditions; 

(2) 	 require Social Seauity Numbers of all persons applying for a marriage license or divort;e to 
be listed on the supporting license or decree:, 

(3) 	 require Soc/ol Securiry Numbers Of both pare1lJs /0 be listed "n 011 child support ordm and 
birth certi,ficares; 

(4) 	 adopt verbatim the Uniform Reciprocol ErI/'orceflUtll1 of Support Act (URESA) drafting 
commirree 's final version of the Uniform InlerStale Family Support Act (UIFSA), /0 beCOflU! 
effective in all Slates no later than October 1.1995 or within 12 month! afpassage. bur in no 
event later than January 1. 1996,. 

(5) 	 give full faith and credit /0 all terms Of any child support order (!kltether for past.aue, 
,u"eruly owed. or prospectively owed support) issued by a court or through an administrative 
process which has jurisdiction kn4er the terms Of UJFSA.; 

(6) 	 provide that Okt~o!wState service oj process in parentage and child support actions 11Iust be 
accepted in the same manner as are in~State urvice ofprocess melhods and proof oj service 
so ifservice ofprocess is valid in either State it is valid in lite hearing State: 

(I) 	 require the filing of the noncuJtadiai parent's and lhe custodial parent's residential address. 
mailing address, home Jelepiwne number. driver's license nwnber. Social Security Number. 
name oj employer. address oj place Of employment and work telephone number with the 
approprime cour/ or administrative agency on or be/ore the date the final order is issued.. in 
addilion: 

(a) 	 presume for the purpose 0/providing suffiCient Mtice in any supporl related action, 
other than the initial Mlice in an action 10 adjudicate parentage or establish or 
modify a sappon order that the last residential address 0/ the party given fO the 
appropriate agency or coun is the current address oj the party. in the absence of the 
obligor or obliCee providing a new address; 

(b) 	 prohibit the release oj information concerning the whereaboUlS of a p(1refll or child 10 
the ether parent if Ihere is a coun order Jor tite physical protection 0/ one pareru or 
child entered agailUt the other parent; 

(8) 	 provide for intraState trans/en oj cases to the city. cOWlry. or district where the child resides 
for purposes Of enforcement and modification. withow the need jOt refiling by the plaintiffor 
re-serving the defendant; reqUire the State child suppan agency or Slote courts that hear child 
support claims 10 exert statewide jurisdiction over tite panies and allow the chUd support 
orders and liens to have stOlewide eJfecr for enforcement purposes; 

(9) 	 maki! clear that visitotion denial is nol a defense to child support enforcement and that 
nonsupport is nat available as a defense when visitation is at issue; 
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(10) 	 require States /0 require employers. as a CDMitlOI1 of doing businets in Ihe StOle. to respOtuJ 
(0 requests by ou/·ofSU:Ut lV-D agencies jor individual income in/ormation pertaining to all 
privott. State and iocal government employees jor purposes of establishing anti collecting 
child ,uppon. 

In addilion. the Federal governmeru shall: 

(1) 	 make a Congressional finding Iha/ chiId~Slll1e jurisdiction is consistent with the Due Process 
douses Of the Fifth and Founeemh Amendme1Us, Section 5, rh£ Commerce Oause, the 
General Welfare aause. and the Full Faith and Credit aause 0/ the United Slates 
CollJtilUlion. so that due process is salisjied when the SUlIt where a chiJd is domiciled assens 
jurisdiction oYer a nonresident parry, provided tlwJ pany lJ the porent or presumed porei'll of 
the child itt Q parentage or child suppon action; 

(a) 	 test the constitutionality 0/ this assenion of chiJd-$uue jurisdktlOll by providing /01' an 
expedited appeal to the U.S. Supreme Court directly from a Federal (oun; 

(2) 	 provide thai a State Ihat has. asserted jurisdiction properly retains continuing. exclusive 
jurisdiction over the panies as iO(fg as the child or either parry resides in that State or if all 
zhe ponies consent to the State reraining jurisdiction; 

(a) 	 when no Stare has continuing exclusive jurisdiction when actions Ofe pending in 
different Stales, the last State where th£ child has resided for a consecutive six momh 
period, (the home SIDle) can claim to be the State oj cominuing and exclusive 
jurisdiction, if the oaion in the MITre Slate was filed before the time expired in lhe 
other Stale lor filing a respansive pleading and a responsive pleading COniesling 
jurisdIction is filed in that other Slate; 

(3) 	 provide thaI (J Slate loses its cotUinuing. exclUSive jurisdiction to nwdify its OI'der regarding 
child suppon if all rhe panies no longer reside in thai Stille or if all tire parties consent fO 

another State assening Jurisdiction; 

(a) 	 if a State loses its continuing. exclusive jurisditlion to modify, that Slate retains 
jurisdicrion to enforce the lerms oj its original order and 10 enforce Ihe new order 
upon .request under Ihe direclion 0/ the Stale that has subsequemly acqUired 
continuing, exclushv: jurisdiction; 

(b) 	 if a StOIe IU1 longer has continuing jurisdiction. then any mller Stare thar can claim 
jurisdiction may assen it; 

(c) 	 when actions to modify are pending in dijferenJ States. and the Simi! IJuu last hod 
continuing. exclusive jurisdiction no longer'has jurisdiction, Ihe last Slatt where the 
child~has resided jor a consecutive six momh period (the home Stare) can claim 10 be 
rhe Siote of cominuing, exclusive jurisdiction, if: 

(i) 	 a responsive pleading contesting jurisdictional comroi is filed in a timely basis 
in the IWn¥home Stare. and 

(il) 	 on action in lhe home Stale is filed before the lime has expired in the non
home State for filing a respOIlsive pleading; 
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(4) 	 provide that the law of the forum Slate applies in ,hiJd slJPpon cases, UIlless Ike forum State 
must imerpret Dll order rendered in another Stare. so lhallhe rendering Stale's law governs 
interpretation of the· order; in cases in which a slatute Of JimitaJions may preclude col/eaion 
of any oWslanJiing child support arrearages, the longer 0/ the forum or rendering SIGle's 
italute Of/imittIlions shall apply; and > 

(.5) 	 provide,hat all employers can be served directly with a withholding order by any Statt. 
regardless of the Suue issuing the order; The Secrerary shall develop a universal wilMolding 
farm liuu mUSI be '!Sed by all Slate', 

In oddiJion: 

(1) 	 Seaion 466 of 'he Social Security Act wiJ/ be (JnU!ruied to require regulations so that income 
wilhholding lerms, procedures. forms and dejinilion.f oj income for withholding purposes are 
uniform 10 ensure inters/ale wilMolding efficiency. and fairness. based on regulaeions 
promuigaud by Ihe Secretary: 

OTIIER ENFORCEMEI\'T MEASURFS 

Currently. State and Federal enforcement efforts are often hampered by cumbersome enforcement 
procedures that make even routine enforcement actions difficult and time consuming, )n order to 
enable States to take more efficient and effective action when thUd support is not paid, the proposal 
requires States to adopt several addItional proven enforcement tools and streamline enforcement 
procedures. 

RQutinjzed Lien-Placing, Process on Motor Yebides 

Liens have two faces. They are either passive encumbrances on property that entitle the lienholder to 
money when the property changes owners, or they are proactive collection tools'that force the obligor 
to relinquish the property to satisfy the child support debt, Under current law. States must bave and 
use procedures to impose liens on personal and real property. However. the time consuming and 
cumbersome nature associated with the case-by-case judicial actlvity now required to impose Hens is a 
major reason for their limited use in practice. Under the proposal. the process by which Hens on 
motor vehicles are imposed will be made more routinized and efficient, resulting in an increase in 
child support collected. States will be required to set up a rouline Jien~pJaeing process' on motor 
vehicle titles, without the necessity of firSt acquiring wrllS from courts, on non~custodial parents wbo 
are delinquent in paying child support,' . 

Universal Wage WithhQlding 
" 

Withholding child support directly from wages bas proven to be one of the moSt effective. means of 
ensuring that child support payments are made, Currently. all IV·O orders should generally be in 
withholding status if the panies bave not opted out or a decision maker has not found good cause. 
lV-D orders entered prior to 1991 in whkh no one has requested withholding or the obligor has nm 
fallen behind by one month's worth of support are the onJy orders that do not have to be in 
withholding status. Arrearage~triggered IV·O withholding requires prior notice in all but a;handful of 
States. Non-IV-D orders entered after January 1. 1994 are subject to immediate withholding if the 
two opt-outs are not invoked. Other non·IV-O orders may be in withholding status, depending on if 
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there are arrearages and whether the parties took: the appropriate action to impose if the withholding 
State does not impose it automatically in non-IV-D cases. 

While the patchwork of orders subject to withholding is gradually being filled in. one way to speed up 
the universality of withholding is to require withholding in a11 cases unless the parties opt out or a 
court fmds good cause. As under current law. jf an arrearage of one month of support accrues 
whether or not there is an opt out~ withhoJding must be implemented; howevery it should be 
implemented automatically without need of further court action in non-IV-D cases as well, and 
without need for notice prior to withholding in the arrearage-triggered cases, Universalizing 
withholding (except for opt outs) makes the system equal for the non~IV-D and the IV~D parent. It 

. allows for the immediate implementation of withholding when an obligor begins a new job. Imposing 
withholding without prior notice gives the States the jump On collection. instead of waiting,up to 45 
days for resolution, In the very few cases in which withholding might be incorrectly imposed. a 
bearing will be immediately available to the aggrieved obligor to satisfy due process concerns and to 
ensure accurate withholding (if a phone call to the agency does not quickly resolve the dispute). 

Access to Records 

Access to current income and asset information is critical to tracking down delinquent noncustodial 
parents who are trying to escape their responsibilities. The need to petition the courts for infonnation 
on the address, employer, and income of parents on a case-by.case basis impedes the ability of States 
to effectively carry out child support enforcement actions. Recognizing the value of timely and 
systematic access to information. the proposal win require swes to make the records of various 
agencies available to the child support ageney on a routine basis, through automated and 
nonautomated means. In addition, the proposal wiH require that child support agencies be granted 
access to specific case-related financial institution records for location or enforcement action. 

Reducing Fraudulent Transfer of Assets 

A major probJem in some cbild support cases occurs when an obligor transfers his or her assets to 
someone else to avoid paying support. To protect the rigbts of creditors, States have enacted ~aws 
under the Uniform Fraudulent Conveyance Act and the Uniform Fraudulent Transfer Act to allow 
creditors to undo fraudulent transfers, Applying such laws to child support will provide equal 
protection to the support rights of custodial parents as applied to any other creditor and may deter 
obligors who are considering fraudulent transfer. The proposal win make it easier to take legal steps 
against parents who intentionally transfer property to avoid child support payment. 

License RevQcaljQos 

An effective enforcement tool recently implemented by a number of States is withholding or 
suspending professional/occupational licenses and. in some states, also standard driver's licenses of 
noncustodial parents !'}wing past-due child support. States that have added this procedure to their 
arsenal of enforcement remedies have favorable perceptions about itS effectiveness. noting that it has 
both increased the amount of arrearages collected and served as an incentive for noncustodial fathers 
to keep current in their monthly cbild support obligation, Often the mere threat of suspending a 
license is enough to get many re::a1citrant obligors to pay, The proposal requires all States to adopt 
such laws while aJlowing State flexibility to tailor due process protections, 
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Slatule of Limilations for Child SuPpqrt Arrearages 

Under current taw, eaeh State may decide when it no !onger has the power to coileci old debts, 
Usually invoking a State statute of limitations is done by the debtor, and is not automatic. Some State 
statute of limitations fur child support debts are as sbort as seven years. Under the proposal, a 
uniform and extended statute of limitations for collecting child support debts of 30 year~ after the 
chUd's birth will be required. This ensures that a non~payor is Jess likely to forever escape payment 
simply beeause they have avoided payment in the sborHerm. 

Interest on Arrearages 

Child support debts are currently at a: competitive djsadvantage compared to commercial debts. While 
,many States have th~ authority to appJy interest to delinquent support, few routinely do so and thus 
there is no financial incentive for a noncustodial parent to pay support before paying an interest 
accruing debt. To raise the priority of child support debts to at least that afforded 10 other creditors, 
the proposal will require States to calculate and coHect interest or late penalties on arrearages. 

Exnanded Use of Credjt Reporting 

Credit Bureaus can be an effective mechanism for coUecting information needed to lo~te pare-nts and 
establish awards at the appropriate level and for ensuring that child support payments are kept 
current. Under current law. credit report information may be used for locate and enforcement 
purposes. Agencies may not use credit reportS for establishment or modification purposes; however. 
States are also not required to report arrearages upon a request from a creJ.iit bureau 'urness the 
arreatages are in excess of 51000. (States may report, at State option, when a Jesser amount is owed.) 
This proposal will give IV~D agencies access to aU credit bureau infonnation fot consideration in 
establishing, modifying, and enforcing cbild support orders. Since credit reports are likely to fully 
disclose income generating activities. such reports can be extremely important in identifying assets 
and income needed to establish awards. Additionally. requiremenrs for States to report child support 
arrears of more than one month would encourage n'on..custodial parents to stay current in their 
payment of support, because non~payment could jeopardize their credit 'rating. Many States have 
improved their credit reponing activities regarding child support arrearages. This proposal will 
ensure uniformity among the States and prevent anyone State from becoming a safe-haven for non
paying parents. 

, 
llankrnptcy 

Although. a noncustodial parent obligated to pay support may not escape the obligation by filing 
bankruptcy. the abilily to coUee1 amounts due is hampered by current bankruptcy practices. One of 
the difficufties faced is that the filing of a bankruptcy action automatically -stays· or forbids various 
actions to collect past-<Iue support. In order to continue child suppOrt collections. permission from 
the Bankruptcy Coun muSt be granted to lift the automatic stay. Another obstacle is a requirement 
that the attorney handing the child support creditor's claim must either be a member of the Federal 
bar in the jurisdiction where the bankruptcy aCiion is tiled. appear by pennission. or find alternative 
representation. In addition, child support obligations are often treated less favorably than orner 
finandal obligations such as consumer debts and, under a Chapter 13 bankruptcy proceeding, an 
individual debtor is .allowed to payoff debts over an extended period of time-usually lh:ree to five 
years. Even though the current child support continues and arrearages cannot be forgiven through 
bankruptcy, the ability to collect these arrearages quickly can be thwarted when. as under current 
practice, a bankruptcy payment plan could require a different payment arrangement on support 
arrearages than that imposed by a court or administrative support process, 
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The proposal will eliminate these types of bankruptcy related obstacles to collecting child support. It 
win remOve the effects of an automatic stay with respect to child support establishment, modification. 
and enforcement proceedings. require the establishment of a simple procedure under which a support 
creditor can file their claim with the bankruptcy court. treat unsecured support obllgations as a second 
priority claim status, and require that the bankruptcy trustee recognize and honor an arrearage 
payment schedule established by a court or administrative decision maker. These changes will 
facilitate the uninterrupted How of support to children in the event the ubligor files fer or enters into 
bankruptcy. 

Federal Garnishment 

Garnishment of FcderaJ employees salaries and wages for child suppOrt was authorized prior to the 
requirement that all States have and use wage withholding procedures which do not require specific 
court or administrative authorization. The Federal garnishment statute was not changed to make its 
procedures consistent with the requirements for all other child support wage withholding. The 
proposal will simplify the implementation of child support wage withholding by requiring that the 
same procedures be used for Federal and non~FederaI employees. The proposal also allows 
garnishment of military pay more consistent with other types of garnishable money. 

Passports 

Collecting child suppOrt from persons who bave left the country is extremely difficult, even if the 
United States has a reciprocal agreement with the country in which the noncustodial parent currently 
resides. If there is no reciprocal agreement with that country~ it is often virtually impossible to 
collect child support from the noncustodial parent. Under the proposal, passports and visas will Dot 
be issued for foreign travel for the most egregious cases in which suppon is owed-those owing over 
$5,000 in past due suppa.,. 

In order to enforce orders ofsupport more ejJecliw!ly. StaltS musl1u:rw mul use laws that: 

(1) 	 systematically impose liens on vehide titles for child support arrearages u.sing a method jar 
updating the value of/he lien on a regular basis or allowing jor an expedited inquiry to and 
response for proofofthe amount ofarrears; provide an upedired method jor the lirlekolder or 
the individual owing the arrearage to COnies! the arrearage or request a release upon fulfilling 
the SUppO!1 obligation: the liens shall cover all current and jurure support arrearages aruJ 
shall have prioriTy over all other creditors' liens imposed on a vehicle tille o/her than a 
purcJwst money security inuresl; in appropriale cases the agency shall have the POWf!f 10 

execute on, seit.e, sell and distribute encumbered or aItQched property in accordance with 
SloIe law; 

(2) 	 require the $Iale agency 10 initiate immediate ....,oge withholding action for all cases for which 
a noncuslOdial parent has been loc(ued and wage wilhholding is nor curren/I)' in effect, 
without the need jar advance nOlice to the obligor prior 10 Ihe implememQlioll of the 
withholding order,. 

(3) 	 empower chUd support agencies to issue administrOJlve subpoenas requiring deftndallls in 
paternity and chUd support acrions to produce and deliver documents to Qr to appear OJ a 
COurt or adminisrralive agency OIJ a certain dale; sanction individuals who fail to obey a 
subpoena's command; 
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(4) 	 provide, at a minimum. that the jollowin.g records art available 10 Ihe State child JUpPOrt 
agency through aUlomaltd or nOMUlOJtuued means: 

(a) 	 recreational licenses of residents, or of nonresidents who apply jor such licenses. if 
Ihe Slate maintains records in a readily accessible form: 

(h) 	 real and permnal property including transfers ojproperty: 

(e) 	 State and local tax departments including infomuuion on IhL residence address. 
employer, income and QJsets o(residenIs; 

(d) 	 publicly regulated utility companies and cable television operators; and 

(e) 	 marriages, births. and divorces ofresidenrs; 

(5) 	 provide. OJ a minimum. 1M !ollowing records ofState agencies are available to the State child 
support agency: the tax/revenue department, motor vehicle depanmenr, employm~nt security 
depanment. bureau of corrections, occupationaJlprojessional licensing department. secretary 
of state's office. bureau o/vital slatisties, and agencies administering p~/Jc assistance. If 
any oj these State data bases are automated. the child Slippan agency must be granted either 
on·lint or batch access to the data. 

(6) 	 provide jor access 10 jiMncial Institution records based on a spedjic cpse's Jocation or 
orforcement need through ttIpe match or aliter auJomaJed or nonalltomated means, with 
approprIate safeGuards to ensure that the information is used for ils inIended purpose only 
and is kePI conjidelUlal: a bank or olher financial instilulion will not be liable for any 
consequences arising from providing the aCcess. unless the harm arising from institution's 
conduct was imtnilonal/ ' 

(7) 	 provide indicia OF badges ojfraud lhat creale a prima facie case that an obligor transferred 
income or property to avoid a child support creditor; OIlCt a prima Jacla case is made. the 
State must lake steps to avoid the fraudulent lransjer unless senlement is reached: 

(8) 	 rel]uir~ Ihe withholding or suspension of professional or occupational licenses from 
Mncustodlal parents who o.ve pasl..(/ue child sllppon or are the subjeci of outstanding failure 
10 appear warraruI, capiaseJ, OM bench warranrs related 10 a parentage or child support 
proceeding: 

(0.) 	 the SUUt sJu.:U delermilU! the procedures to be used in a particular State and delenn/ne 
lhe du£ process rights to be accorded 10 obligors. 

• 
(h) 	 Ihe Slale shall determine Ihe threshold amount oj child support due be.fore )VIIMolding 

or suspension prfJctduttS art iniliaJed. 

(9) 	 suspend the dtive,'s licemes. including any commercial licemeJ. fJ/ noncustodiai parents wilfJ 
OWl! pasNiut child suppon: . 

.. 
I 
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(a) 	 the su~pt:n:;;on shall be determined by the N~D ogene;'. 111tich shall adminisrraliw!ly 
suspend licenses. The Stille shall determine the due process rights 10 be accorded Ihe 
obligor. includina. but not Umiled 10. Ihe right 10 a hearing, slay oj the order under 
appropriate circumstances, and 1M circumstances under which the suspension may be 
lifted; . 

(lJ) 	 the Siale shall determine 'he ihreshold amoum oj child support due beJore withholding 
or suspension procedures art initiated. 

(10) 	 extend the slature af IimitatiallS fM collection af child support ",rearages until the child for 
whom the support is (Jr~ered is at least 30 years ofage. 

(11) 	 calculate and collect interest or late penalties on arrearages (accrued after Ihe date of 
eOOClmtnl) for non-payment, (Uue penalties may be imposed on Q monthly. quanerl),. or 
annual basis.} All slJch charges must be distributed to !he benejit oj Ike child (un/ess child 
support righls have been assigned 10 the Slale). The Secretary shall establim by regulation a 
rule 10 resolve choice oflaw conflicts. 

In addition. Congress shall: 

(12). 	 omend the Fair CrediJ Reponing tid to allow Stale agency access 10 and use of credit repons 
for the localion oj noncustodial parerus and lkeir assets and for establishing and nwdifying 
orders to Ihe same wenJ Ihat the State agency may currtnJly USe credil repons for enforcing 

.orders,' 

(13) 	 require repons 10 credit bureaus Of all child support obligations when the arrearages reach 
an amount equal to one mOnlh 's payrnem of chUd support; , 

(14) "amend rhe Bankruptcy Olde to/ 

(a) 	 allow parentage fJ.JUl child support establishment. modificaticm and enforcement 
proceedings to continue Without interruplion after the flUng oj a bankruptcy petition: 
preclude Ihe bankruplcy stay /tom barring or affecting any part Of any aClion 
pertaining to support as.defined in section 523 Of TItle 11; 

(b) 	 aliow child support creditors co fiie Q claim without charge or having to meet special 
local caun rule requirements jor att()rn~ appearances in a bankruptcy Cllse or district 
court anywhere in lire Uniled STares by filing a simplified form Ihal includes 
in/ormation delailing lhe child support credilor's representarion. and llle child suppOrt 
debt. liS status, and other characteristics,' 

(c) 	 require lhe establishment ofa simple procedure under 'which suppon creditors can jile 
claims with the bankruptcy court; 

(d) 	 give child support creditors prioriry over certain other unsecured creditors; and 

(e) 	 require lhal the bankruplty trustee make paymen.ts to d child suppon creditor from rhe 
bankruptcy State in accordance with a payment schedule established in a family court 
or Other adminismuive or judicial proceeding. 
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(15) 	 amend and slreamline SectiollS 459, 461, 462 and 40S 0/ the Social Securll)' Act and 
companion laws to make the garnishment of Federal employees and relirees (including 
military) salaries. 'Nages and other benefits and income ccnsiSlent with the let1nS and 
procedures 0/ the /V-D withholding statute (466(b) 0/ the Social Securll)' Act}; 

(16) 	 amend laws and procedures to ensure thaI passpons, and visasjor persons attempting to leave 
the country. are not issued if they owe mOre than $.5.000 in child suppon arrearages. The 
SUUe Department may _ch Its list 0/ applicO/Us agaillSt tax offset files 0/ noncustodial 
parems wilh orders who owe mort than $5,000; 

, 

The Social Security Administration shall be autlwrued to: 

(17) 	 provide the State lV-D or Department oj MOlor Vehicle agency access fa electronic 
verification 0/Social Secw1i)' Numbers. 

Privacy Protection 

Historically. child support enforcement agencies have had access to information unavailable to other 
Federal and or State agencies because of the special nature of their mission-ensuring mat children 
receiVe appropriate financial support from their parents. Parents cannot be located and orders cannot 
be established and enforced unless the State has access to a wide array of information sources which 
identify places of employment and other information about assets and income, .Under current Federal 
and State regulations and tules. information obtained for child support purposes is proteCted from 
unwarranted disclosure. The proposal ensures that privacy safeguards continue to cover aU sensitive 
and personal information by extending such protections to any new .sources of information. States are 
required to ensure that safeguards are in place to prevent breaches of privacy protection for 
individuals not liable or potentially liable for suppon and to prevent the misuse of information by 
those employees and agencies with legitimate at::cess for child support purposes only. 

(I) 	 States slwll: 

(a) 	 exlend their data safeguarding Slate plan requiremems to all newly accessible 
in/annalion under the proposal. Slates shall also instirUle Taulint Iraining for Statt 
and local employees (aM contraClors shall be required to do the same for their stoJl) 
who handle sensitive and confidential dala, 

(b) 	 regularly setj-audit jar ulll.lulhorlud access OT dow misuse, and investigate individual 
complaitUs as necessary. 

(c) 	 have pefUJlries jor persollS who oblain unauthorized access to safeguarded in/ormation 
or who misuse in/annotion that they arf authorized to obtain. Supervisors who knew 
or should have known Of ulUJuthorized access or misuse shall also be subjecl to 
pen.alties. 

(2) 	 Procedures for protealon of tax records should include such protections as: 

(a) 	 data matching pe!fonned by staff having access only UJ related dotaftelas 1}ecessary I() 

peifonn child suppOt1jimctlons/ 
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(b) controlling access to individual 
individual passwords: aM 

child suppOrt computer records by the U,)'t:: 0/ 

(c) monitoring access on a regular b
feedback procedures, 

asis by use 0/ compU/erized audit (rail repons and 

In addition: 

(3) 	 All child suppcn enforcement staff s/uJJ/ be kept infonncd of FederoJ and State laws 0JUi 
regulations penaining to disclosure of confidential tax and child support in/ormation. 

(4) 	 Access to State vital staIistics shall be restricted to autlwru.ed IV-D personnel. 

(5) 	 The Federal government shall ensure thaJ New Hire information is limiled to lV-D agency use 
by authorized persons. (as dtfined under current law), 

(6) 	 The Secretary shall irsue regulations letting minimum ptivtlcy safeguards that Slates must 
follow to ensure that oniy authorized users 0/personal information have access to it solely for 
OffiCial purposes. 

Funding 

Federal Financial Participation and Incentives 

The current funding structure of the Child Support Enforcement program is comprised of three major 
components: direct Federal matching, incentive payments to States. and the States~ share of chUd 
support collections made on behalf of AFDC recipients. 

Direct Federal matching, known as Federal financial participation or FFP, provides for 66 percent of 
most State110cal IV-D program costs. A higher rate, 90 percent, is paid for genetic testing to 
establish paternity and, until October 1, 1995. for comprehensive State wide automated data 
processing (ADP) s),stems. The Federal government also pays States an annual incentive based on 
collections and cost effectiveness equalling 6-10 percent of collections from the Federal share of 
AFDe-related collections. States must pass on part of the incentive to any local jurisdiction that 
collected the child support jf the State required the jurisdiction to participate in the program's costs. 

Currently. States may profit from the IV~D program's funding structure irrespective of their 
performance. The proposed child support financing reforms are primarily directed at the Federal 
financial participation and the payment of incentives. Basic FFP will be increased from 66 percent to 
75 percent to ensure that all States had a sufficient resource base to operate an efficient and effective 
program. Incentives will be based on State performance in the areas of paternity establishment. ordel' 
establishment, collections and cost-effectiveness. Such incentives will ensure that States focus on the 
results that are expei:ted from the program activities. States and the Federal Government wiU still 
share in the reduction in costs resulting from support collections made on behalf of AFDC recipients. 

(1) 	 !he Federal government will pay 75 percent of State administrath-e COSlS. All cases included 
in the Slale's Central Registry wiU be eligible/or jedfraljunding, 

(2) 	 States are eligible for incentive payments illlhe jallowing areas: 
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(a) paternity establishment - earning on increase ofup fO 5 percentage points in FFP lor 
high paternity establishment rates, as deJermined by the Secretary; aruJ 

(b) 	 overall performance - earning an increase of up to 10 percentage points in FFP for 
strong overall performance ""oJtich facIOrs in: 

(i) 	 the percentage 0/ cases with support orders established (number oj orders 
compared /0 lhe number ofpmernilles established and Olher cases which need 
a child support order); 

(Ii) 	 the percentage 0/overall cases with orden lti paying SUltUS; 

(iii) 	 1M percentage ofoverall co/Jeaions compared /0 amount due: 

(iv) 	 cost-effectiveness. 

(3) 	 All incerni",s will be based on a formula to be derermlfUld by 'he Secretary. 

(4) 	 'All incentive payments iiuuJe 10 Ihe Statts muSt be reinvested ba.ck into the State child suppan 
program. 

Registry and Clearinghouse Start-up Enhanced FFP 

Enhanced funding for th'C ~\ltomated central registries and centralized collection distribution systems is 
critlcallO enable States to implement these new requirements. . 

(1) 	 Slates wi/J receive enhanced FFP al a 80%120% Federal/Slate match rale, or at the base 75% 
FFP pJus incentives. whichever is higher. for the planning. design. procurement, conversion. 
testing and stan-up 0/ their full-service, techn%gyw-enabJed Statt registries and centralized 
payment centers. (!his includes necessary enhancemelt/s to tile (JUlomated child suppprt sysIem 
to accommodate the proposal.J 

(2) 	 Far the next 3 years, IOtal Federal payments to Slates far AD? are capped at S26{),{)()(J,{)()(J, 
to be distributed among States by a formula set in regulations which lakes ilt/v account the 
relative size 0/ Siale castloods and the level of automation needed to meel applicable ADP 
requirements. 

State/Federal MoinJttUlnce of Effort 

(1) 	 Using a maintenance of effon plan. the Federal governmtm will require States to maintain at 
least their current level oj COlUribwioR to the program, rRpresenting the State FFP march and 
any other $t(JIe fundS or receiprs allocaJed to the child sUPpOrt program. 
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Rello/Ying Lean FUM 

In order 10 eocourage ongoing innovation in the IV-D program. it is proposed that a revolving loan 
fund be created. The revoiving loan fund wilJ allow the Federal government more flexibillty In 
helping States develop and implement innovative practices which have significant effects on increasing 
collections and ongoing innovation. 

(1) 	 The Federal governmem through OCSE shall provide <III ""'horization oJ fUnds oJ up to $100 
million to be made (Il,'(JUable to States a.nd their subdivisions to be used solely for 3horHerm. 
high-payoff operational improvements to the Slale child support program. Projects 
demonstrating a pOleNia! for increases in ,child support collectiolU will be submitted to the 
Secretary on a competitive basts. Criteria lor determining which projects to fund shall be 
spec!Jied by the Secretary based on whether adequate alternative fUnding already existS, and 
whether collections can be increased as a result. Wilhin rhese guidelines. Slates shall have 
rnaxinuun flexibility in deciding which projects to fund. 

(2) 	 Funding will be limIted 10 no more tJum $$ million per Start! or $1 million per project, except 
for limited circumstances untier which Q. large State undertakes a statewide project. in which 
case the maximum for thar State shall be 15 million for the project. States may supplement 
Federal funds 10 increase lite amount offunds available lor the project <And may require local 
jurisdictions to PUI up Q. loca/match. 

(J) 	 Funding will be available Jar a nwximum ofthree years bilsed on a plan established with the 
Secretary. OCSE must expeditiously review and. as appropriate. fuNi the approved plait. AI 
the end of the proJect period. redpiehtS must pay fund'S back 10 Ihe Revolving Ftmtl out 0/ 
increased per/ormona incentives. 

(4) 	 Beginning wilh the next Federal fiscal year after the project ends. the Federal government 
shall offset half Of the increase in llu: State'j' performance incetUives every year untU the funds 
are fully repaid. Illhe State lails 10 raise collections that result in a performance incenlive 
increase 'at the projected attributable level. the funds wU/ be recouped by offiening the FFP 
due to a State by a sum equal to one~rwelfih of the project's Federal funding. plus itt/erest. 
over the first twelve quarters beginning wiIh the nexr fiscal year following the projecl's 
completion. 

Program Management 

Dramatically improving child support enforcement requires improved program management at both 
the State and Federal levels, The proposal includes several provisions designed to lcad to better 
program performance and better services, 

Training 

From 1979 through the late t980s OCSE contracted with outside organizations to provide on-site 
training to States across a broJd range of topks. In early 1991, OCSE established the National 
Training Center within the Division of Program Operations to take over many training funclions 
formerly performed by contractors. The purpose of the Center is to bolster States' training initiatives 
througb curriculum design/development, dissemination of infonnalion and materials and, 10 the extent 
resources permit, the provision of direct training. While a few States have developed training 
standards for staff, there is currently no mandate that States have minimum standards for persons 
involved in the child support program. 
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Under the proposal. the Federal share of funding for training. technical assistance and research will 
significantly increase and will be earmarked each year for such things as training. technicaJ assistance, 
research. demonstrations and staffing studies, Furthermore. States will be required to have minimum 
standards for training in thelr State plans. Under the proposal, OCSE win also develop .a training 
program for State IV~D Directors. The lV-D program's complexity and imponance to children and 
family self-sufficiency require that States have experienced and wen-trained managers, Experts often 
point to the leadership experience of IV-D managers as a major factOr in a state's performance. 

(1) 	 an amount equal to tine (I) percent oflhe Federal share of child support coilecri.", made on 
behalf of AFDC families in the previous year shall be aUlhorized in each fiscal year 10 fund 
technical assistance. training. research. demonstralions tJJUi staffing studies, 

(2) 	 OCSE shail provide a Federally developed core curriculum 10 oJl SImes 10 be used in 'he 
development of Stme-specijic training guides, OCSE shall auo develop a nmiona/ training 
program far all Slme IV,£) direcrorJ{, 

(3) 	 Slates mUSI also have minimum standards in their State plans for training. based on the newly 
developed state~specific training guide, tiuJI include Initial alUi ongoing training for al/ 
persons involved in the N-D child support' program. The program shall include annual 
training jor all lint workers tJJUl special lraining for all Staff when laws. policies or 
procedures change. 

(4) 	 In addition, funds under Tule IV·D ofthe Social Security Act shall be made available to Slates 
for the developmw and condUCt a/training of IV-A and lV~E caseworkers. prival~ attorneys. 
judges and clerks who need a knowledge ofchild support to peiform their duties burfor wham 
a cooperative agreement does not exist for ongoing child suppon activities. 

Technictd Assistance 

Currently. States complain that they receive very little technical assistance from the Federal 
goverrunent. Indeed. the level of technicaJ assistance provided to State child support enforcement 
agencies has declined significantly over the past several years because of staff aIld resource 
limitations. Aside from the provision of training and publication dissemination, most of the assistance 
provided is in the nature of probtem identification through program reviews. 

. Under the proposal, OCSE will provide comprehensive direct technical assistance in a variety of 
forms to States, In particular. OCSE will take an active role in developing model laws and 
identifying best practices that States may adopt, reviewing State laws, procedures, policies. and 
organizational structure. and providing enhanced technical assb;tance to meet the program's goals, 
Such provision of technical assistance will be designed to prevent program defidencies before they 
()ccur. 

, The OCSE shall provide technical aJSistance to States by: 

(1) 	 developing medel laws and idtntiJYing modellegislalion and "'best- Stale practices that Slales 
may follow when changing $tQJe laws /0 meet new Federal requiremems; 

(2) 	 reviewing State laws. policies, procedures. and organizational struCture. including cooperatiW! 
agreements, as pan of Ihe Stale plan. approval process; 
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(3) providing a Slale with a wrinen assessment of ils program and, "'hen appropriate. idenrij)'ing 
areaS In which Ine Slale Is dejlclenl; 

(4) providing enhanced iedmlcal assislance 10 SlateS to meellhe program's goals; and 

Audit .mI Reporting 

The Federal statute mandates periodic {:omprehensive Federal audits of State programs- to ensure 
substantial compHance with all federal requirements. If deficiencies identified in an audit are not 
corrected, States face a mandatory flstal penalty of between 1 and 5 percent of the Federal share of 
the State~s AFDC program funding, Once an audit determines compliance with identified 
deficiencies. the penalty is, lifted. 

The detail--oriented audit is time~const,lming and labor intensive for both Federal auditors and the 
States. One result is that audit findings do not measure current State performance or current program 
requirements. States contend that the audit system focuses too much on administrative pro~ures and 
processes.rather than performance outcomes and results. However. it is widely agreed that efforts to 
pass the audit bave been a significant driving force behind States' improved performance. While two
thirds of the States fail the initial audit. ~ree·fourths of these same States come into compliance after 
a corrective-action period and avoid the financial penalty. 

The proposal will simplify the Federal audit requirements to focus primarily on performance 
outcomes and require States to conduct self-reviews to assess whether or not all required services are 
being provided. Federal auditors win assess Stales' data used to determine performance outcomes to 
determine if it is valid and reliable and conduct periodic financial and other audits as the Secretary 
deems necessary. If State self.-reviews or the level of grievances/complaints indicates that services are 
not being provided, OCSE will evaluate the State's program and ascertain the causes for the problems 
to belp States correct tht problems. Audit penalties assessed on the basis of deficiencies found with 
respect to a fL'iCa! year will be waived if the State passes the audit at the end of the next fiscal year. 

(/) 	 Audit procedures by the Secrelory shall include: 

'(a) 	 simplifYing the Federal audit reqUIrements to focus primarily on performance 
outcomes; 

(b) 	 requiting SUiteS to develop their own control systems to ensure that performance 
outcomes are achieved. while making the reswts subject to verification aruJ audit; 

(2) 	 Slales shall: 

(0) 	 develop internal automated manageme1l1 control reponing S)'srems that provide 
iriformation 10 enable Stmes 10 assess their own per/ormance and employees' workload 
anal)'sis, 011 a rouline, ongoing basis so thar exceptions can be called to the program 
management's anention: 

(b) 	 develop computer systems controls thar provide reasonable assurances that C()mpUler~ 
based dala arc complete, valld. and reliable; 

(c) 	 in accordance ';""ith Federal regulations, annually conduct a self~review to assess 
whether or not rhe Slate meers Ihe program's specified goals. peiformance objeclives 
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and any recenrly completed slaffing studies, lJS well as ensure that all required 
sen'ices are being provided. 

(3) 	 Federal auditors shall: 

(a) 	 at Q' minimum, based upon the U.S. Campirolier General's Government dydidng 
Standards. every 3 years. assess the reliability of the computer~proces$ed data (or 
resulls provided as a result D/me self~review). 1'hese audas will: (0) e.xmn.ine the 
computer .rystem·s general ond application conrrols: (b) test whether those controls 
are being compiled wllh: and (e) 1<s1 d(J!a produced by ehe syslem on' ccmputer 
magnetic lape or other appropriate auditing medium to ensure that iI is -valid and 
reliable: 

(b) 	 if a Stare Iuu failed a previeus audit. cOlJlinue 10 evaluate on aJl aTUlual basis. 
whether the Slme has corrected Ihe defiCiencies ltientified under (1) alxrlle; 

(c) 	 if the State self-reviews delennine that the Federal requirements are not being mel. 
ascertain the causes/or the dejfciencyAveakness so that Slates will be able to raJa 

.bener correctiw aClions; and 

(d) 	 if the State's upon an the 
, 

status 0/ grievances/compiainls indicates substantial and 
mOlerial nonccmpli().1!ct' wilh the program requirements, Ihen evaluate the Stllle's 
program. 

(e) 	 each Stalt will also be subject If) periodic financial audits 10 eruure lhat their funds 
are being CllOCQled and expended oppropriauly and adeqUfJle internal (;ontrols are in 
place which will help ensure Ih(J! all monies are being safeguarded, The Secretary 
may ronduct such other audils as deemed necessary to ensure compliance. 

(4) 	 "The Secretary shall promulgOle regulatltmS to revise the penalty process for failures 10 meet 
the program's performance goals and.obJectives ond/f)rJaiJure 10 generate reliable and valid 
daJo, PelUJllies will be imposed immediately after a one year corrective aajon period. 

Director of Offtce of Child Suppo/1 ElI/orr:emellJ 

(1) 	 The IndiVidual with responsibility for lhe day 10 day operallon of the Federal Office of Child 
Support Enforcement shat! have the rille 0/Director inslead ofDepury Director. 

Starfing Study 

Insufficient staff levels have been cited as the greatest barrier to effectively processing child support 
cases. Despite significant Stale savings from the program. staffing levels have not kept pace with 
caseloads ever increasing in size and complexity. Comprehensive data on staffing is almosl 
nonexistent. To address this infonnation vacuum. staffing studies will be conducted for each State 
child support enforcement program. including an assessment of the effects of automation on human 
resource news. Slates can use this information for informed personnel and budgetar)! decision~ 
making. 
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(I) 	 The Secretary of Health and Human Services or a (ij.i.imeresred contractor shall conduct 
staffing studies of each State's child slipporr enforcement program, Such studies shall include 
a review of the oUlomafed case precessing system and central registrylcenJral payment center 
requirements and indude adj~tmenJs to future Slaifing if these changes reduce staffing needs, 
Such staffing studies nury be periodically repeated at the Secretary's discretion, The Secretary 
shall report the results ofsuch staffing studies to the Congress IJl'Id the StOles. 

Expanded Outreach 

No manner of child support reform will be truly successful unless patents are aware of and have 
reasonable aecess to services. Despite the fact that State f:hHd support agencies are currently required 
to advertise the avaiJability of services. many families remain unaware of the program and stHl others 
flnd that services are not easily accessibJe, 

In addition to the paternity establishment outreac;h provisions described earlier} the proposal will 
require each State to develop an outreach plan to inform families of the availabi1it)' of IV~D services 
and to provide broader access ,to services~ including initiatives which target the needs of working 
families and non-Englisb speaking families. The Federal government wiI1 aid this effort by 
developing outreach prototypes and a millti~media campaign which focuses on the positive effects a 
noncustodial parent's involvement can bave on a child's life as wen as the detrimental effects of a 
parent's failure to panicipate. 

(1) 	 In order to broaden access to child suppon services. each Slate plan must: 

(a) 	 respond to Ihe need for office hours or other flexibility tJuu provide parents 
opponunlty to Q"end appolnl11uJnls wltho", taking time offof IW,k; and 

(b) 	 develop and approprIately diJsemJlUlle materials ill languages other than English 
where the St(lfe has a signlftc(11;/ rum-English·specJ:ing pcpu/mion: stal! or contractors 
who can traltSJale should be reasoMbly accessibJe for lhe nan-English-speaking 
person provided services. 

(2) 	 To aid State outreach efforts. OCSE must: 

(a) 	 develop prototype brochures Ihal explain the services available to parents with specific 
in/ormarion on the types of services avtJilahle, the mandated rirrre frames for action to 
be taken, and a1l relevant information about the procedures used 10 apply/or services; 

(b) 	 develop model public service announcements for use by Slates in publicizing on local 
lelevision and radio [he availability of child suppon sen4ces,; 

(c) 	 develop model news releases that States could use 10 announce major developments in 
the program thaI provide ongoing informatjon of the availability of services aru/ 
de/ails 0/new programs; and 

(d) 	 focus more resources on reaching putative fathers and noncustodial parents lhrough a 
multimedia campaign that acknowledges positively Ihose who comply and spolligrJs 
fhe detrimental effects on a child of a parent's failure 10 financially atuI emotionally 
participate in the child's life. 
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Customer AccounJabiJily 

Under current law, OCSE has few requirements regarding how IV~D offices are to interact with the 
"customer, ~ i,e., the aff~cted family members, and how State agencies should resp0I!~ [0 child 
support customers' complaints, Under the proposal, States will be required to notify custodiaJ parents 
on a timely basis before all scheduled establishment and modification bearings or conferences, The 
State agency has 14 days to provide a copy of any subsequent order to the custodial parent. If 
SOmeone receiving IV-D services feels the services provided were inadequate, be or she may request a 
fair hearing or a formal review process. Complaint and disposition reports shall be forwarded to the 
Department of Health and Human Services. These reforms give the ·customers: the, children's 
parents acting: on behalf of the children. the redress that seems lacking in many States when the 
system fails to perfunn adequately, A mandatory grievance .y...m should take care of mOst 
complaints, with a back-up dght to sue in case the State grievance system inadequately resolves 
serious deficiencies of the program. 

(1) 	 State agencies shall notify custodIal parents in a timely mattner OfQ}[ hearings ar conferences 
in which child support obligatiallS mighl be established or modified; 

(2) 	 State agencies shall provide custodial partms with Q copy of any order llwt establishes or 
modifies a child support obligation within U days oflbe issuance ofsuch order; 

(3) 	 An individual receiving lV-D services sluJlI haw timely access te a State fair hearing or a 
formal. internal c(Jmplaint~review process, according to regulations estahlislled by the 
Secretary. provided thtu there is no stay 01 enfarcement as a result Of tM pending request 
(reports of romp/aims and dispositions shall also be reponed to the Secretary); 

(4) 	 II is the iment of Congress thaI the express porpose Of nIle !V·D Is to <lssiSl children and 
Iheir families in collecting child support owed to them. Individuals who are injured by a 
Slate's failure to comply with th.e requirements of Federal law. including State plan 
requiremerus oj various tirles of the Social Security Act. should be able 10 seek redress in 
Federal court, (No specific private cause o/action /0 enforce child support provisions oj the 
law are contained herein because !.here is already a private cause of acrion under 42 U.S. C. 
1983 to redress Siale and local officials' violations ofFederal child support statutes,) 

Effective Dale 

Unless otherwise stated in the Appendix, the amendments made by this Act shall take effect on 
October 1, 1994, 
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IV. GUARANTEEING SOME LEVEL OF CHILD SUPPORT 
CHILD SUPPORT ENFORCEMENT AND 


ASSURA."ICE DEMONSTRATIONS 


Improving child support enforcement is absolutely essential if we are ,going to make it possible for 
people to move from we1fare to work:. Single parents cannot be expected to bear the entire financial 
burden of supponing their cbiJdren alone. We have to do everything possible to ensure that the non
custodial parent also contributes to the support of his or her child. Still, there will be cases where the 
support from the non-custodia] parent will not be available; for instance, in cases where the non
custodial parent has been laid off from a job or presently has very low income. 

Child Support Enforcement and Assurance (CSEA) is a program that will provide a minimum insured 
child support payment to the custodial parent even wben the noncustodial parent was unable to pay. 
With such a program, a combination of work and child support eouid support a family out of welfare 
and provide some real financial security, Unlike traditional welfare, Child Support Enforcement and 
Assurance win encourage work because it allows single parents to combine earnings with the child 
support payment without penalty. Also, according to some experts. Child Support Enforcement and 
Assurance win change the incentives for a mother to get.an award in place and it will focus attendoD 
on the noncustodial parent as asource of suppon. 

No State currently bas a Child Support Enforcement and Assurance program, although the Child 
Assistance Program (CAP) in New York State has some similar features. Many States have 
expressed an interest in trying a Child Support Enforcement and Assurance program, provided that 
some federal assistance and direction eould be provided, Major queslions surround such programs 
costs, implementation strategies; anti~poverty effectiveness. the effect on AFDC participation, etc. 
And unless the State really does a good job in enforcement, there is as question about whether such a 
program Jets the noncustodial parent off the hook for payment. 

State demonstrations will be used to try OUI Child Support Enforcement and Assurance with States 
being allowed some State flexibility to try different approaches. Evaluations of the demonstrations 
will be conducted and used to make recommendations for future policy directions. 

(1) 	 Congress will Quthori'l.t arUJ appropriate jimdslor three CSEA demonstration programs: 

(0) 	 Each demollSrrarlon wiH last seven to Jen years. An interim repon will be due lour 
years after approval oj (he demonstration gralll. 

(b) 	 The Secretary shatrdeJermine from the inJerim reports whether Ihe programs should 
be wended beyond StYe" to len years and whether addilionai Slale prORrtlJ'ftS lhould 
be recommended, based on various factors thai include the economic impact of au 
on both the noncuslodial and custodial parents. the rale of noncustodial parents' child 
support compliance in cases where CSEA has been received by lhe cusmdiai parent, 
the impact Of CSEA on workforce participtJIian and AFDC participation. the anfi~ 
poverty efJeaiwmess oj CSEA. the effia on paternity esrablilnmenl rares. and any 
other factors the SeCretary may cite. 

(c) 	 As part oj the demottSlrations. lome Slater will have lhe option oj cretuing work 
programs so Ihat noncustodial parems could work olf the suppart if they ha't'e flO 
income. 

150 



(d) 	 The demonstration projects are based on a 90%/10% FederaJlState match rate (the 
higher federal match applies only to administrarive costs allriburable to the program 
and that ponion of the bene firs that does not represent the reduction in AFDC due to 
receipt of the CSEA benefit.) 

(e) 	 The Secretary may terminate the demonstrations if the· Secretary determines thai the 
State conducting the demonstrations is not in substantial compliance wirh the terms of 
the approved application. 

(f) 	 The Secretary may approve both state-wide demonstrations and demonstrations that 
are less than state-wide. 

(g) 	 The Secretary shall develop standards for evaluation including appropriate random 
assignment requiremen/s. 

(2) 	 The child suppon assurance criteria/or the State demonstration programs will require thai: 
, 

(a) 	 the CSEA program be administered by the State /V-D Qgeney. or at State loption. its 
depanment 0/ revenue; in order to be eligible to panicipate in the CSEA program. 
States must ensure that their automated systems that include child suppon cases are 
fully able to meet the CSEA program's proceSSing demands. timely distribute the 
CSEA benefit. ami" interface with an in-house (or have on-line access to a) central 
statewide registry 0/ CSEA. cases. 

(b) 	 States are provided flexibility in designing the benefit scales within the following 
parameters: benefit/evels between $/ .500 per year for one chUd and $3.000 per year 
for/our or more children and benefit levels between $3.000 per year for one child and 
$4.500 per year for/our or more children. 

(c) 	 CSEA basic benefit amounts are indexed to the adjusted Consumer Price Index. 

(d) 	 CSEA benefits are coun/ed as private child suppon for the purpose of eligibility for 
other government programs; 

(e) 	 CSEA bene fils are deducted dollar for dollar from an MDC grant. except that in low 
benefit States. the Secretary shall have discretion to approve appliealions for 
programs with less than a dollar for dollar deduction. (Also, where CSEA removes 
someone from the MDC grant. States may, at their option. continue eligibility for 
other relaled benefits that would have been provided under the AFDC grant.) If a 
State chooses it may supplement the CSEA basic benefit amount by paying the FMAP 
contribution ofany supplement up to $25. and all ofany supplement over $25. 

(f) 	 CSEA eligibility is limited to children who have paternity and suppon established. 
Waivers from this requiremem may be granted only in cases of rape, incest. and 
danger ofphysical abuse. 

(g) 	 CSEA benefits are treated as income to the custodial parent for State and Federal tax 
purposes. At the end of the calendar year. the State wi/l send each CSEA recipient a 
statement of the amount of CSEA provided and private child suppon paid during the 
calendar year. If the CSEA benefits exceed the suppon collected. the difference is 
taxable as ordinary income. 

151 



(h) 	 money colleCled from the mmcustcdiaJ parem he distrlpI!!eJ first to pay current 
support. then CS£A arrearages, then lamil), suppOrt arrearages (see distribUTion 
secliQ!; of enforcement), then AFDC debts. 

flJ 	 in cases oj joint and/or split custody. a person is eJigibJe for CSEA if there is a 
suppon award thaI exceeds the minimum ,nsured b(:tIl!fit Of the (OUn or agency selring 
the award cenijies that the child support award will be below the minimum CSEA 
benefit if the guidelines lor sole custody were applied to either parent. 

V. E~HA~CING RESPONSIBILITY AND OPPORTUNITY 

POR NO~-CUSTODIAL PARENTS 


Access and VisitaUon Grunts to States 

Children need emotional and social support of both parents. as well as fmanciaJ support. While it is 
necessary to clearly distinguish between obi'igations for financial support and other parent-child 
jnteractions~ positive parent-chUd interactions may have an effect on support payment compliance as 
well as other aspects of child well--heing. There is also evidence that many parents need help in 
understanding bow to implemenl eoope:rative parenting after a divorce or separation oceurs and that 
children are barmed by the continuation of hostile rdationships between their parents. The Family 
Suppon Act of 19&8 authorized Access demonstration to determine if such projects reduced the 
amount of rime required to resolve access disputes. reduced litigation relating to access disputes. and 
improved compliance in the payment of support, These demonstrations are coming to a close and 
there is no provision for the on~going funding of additional projects. 

This proposal will supplement State effons to provide increased support for access and visitation 
projects which reinforce the need for Children to have continued access to and vis~tation by both 
parents. . 

{/J 	 Grants will be made to States lor access (1M visitation related programs; including mediation 
(bOlh voluntary and mont/awry), counseling. education. development of parenting pians. 
visitation enforcement including monilOring, supervision and neU/ral drop offand pick up and 
deve/opmelJt ofguidelineslor visitation and alternative custody arrangements, 

(a) 	 The Administration for Children and Families, Depanment oj Health and Hunwfl. 
Services will administer the program. 

(a) 	 Stares will be required 10 monitor and evaluate their programs; evaluation and 
reponing requirements will be de/em/n.ed by the Secretary; 

(c) 	 Stales ma), sulrgrotU or contract wIth CQuns, local public agencies or to private nOI1~ 
profit agencies to carry out the approved graru work; 

(d) 	 Program(sJ operating under the graru wiJJ not haVf? to be stale-wide; 
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(t) 	 FuJUiing will be authorized as a capped entitlement under section JV·D of the Social 
Security Act. 3tm! grantees will receive funding at the regular FFP program ralt. 
Projects will be required to supplement rather than suppJant State funds, 

Trnining nnd Employment (or Noncustodial Parents 


[See JOBSmME~LIMJTS AND WORK Specifications] 


Demonstration Grants (or Paternity and Parenting Programs 


(See TEcHNICAL AsSISTANCE. EVALUATION AND DEMONSTRATIONS Specifications] 
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EffECTIVE DATES FOR IMPLEME!I.'TING REFORMS 

The (Gnawing schedule assumes passage of Federal legislation before October 1. 1994. Legislation 
amending existing Federal statutes outside of Tide IV~D of the Social Se-.."Urity Act is effective upon 
enactment unless stated otherwise. Legislation amending Federal responsibilities under Title IV~D is 
effective October I, 1994, 

Any State requirement that requires legislation to be effective within twO years of the date of 
enactment of the Federal legislation should have an additional caveat: .. .,.or, if the State legislature 
meets biennially. within three months after the close of its first regular session that begins after 
enactment of this bill. ~ 

Proposed Requirement Effe<:iive Date 

Paternity 

New paternity measurement Oct. I, 1995 

FFP - paternity (see FFP phase in helow) Oct. I, 1997 

Performance-based incentives Oct. I, 1996 

Federally approved State inc:eniives/demos Oct. 1, 199. 

Statelhealth care provider information Oct. 1, 1996 


Simpljfied paternity procedures Oct. I, 1995 

State outreach requirements Oct. 1, 1996 

Enhanced FFP (90%) for paternity outreach Oct. 1, 1995 

Cooperation and good cause requirements 10 months after enactment 

Accreditation of genetic testing labs 


fed regulations Oct. I, 1995 

effective for 1st new State contract Oct. 1, 1995 


Administrative authority for establishment Oct. I, 1997 


National Commission on ChHd Support Guidelines 
Authorized Oct. I, 1994 
Named by March I, 1995 
Report due July I, 1997 

Review and Adjustment for Cases Oct. I, 2000 

Distribution Changes 
New priority/multiple orders Oct. I, 1997 
Treatment of child support in AFDC cases Oct. I. 1995 
Tax offset-rerurns med afier Jan. 1, 1996 

Central State Registry 
Automated requirements tied to 
current FSA/OCSE requirements Oct. 1, 1995 
Other requirements Oct. 1,1997 

Centra} Payment Center 

Centralized collection/distribution start up Oct. 1,1997
I 

Statewide distribution Oct. I, 1998 
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Administrative Action to Change Payee 

National Child Support Registry 

Funding 

On·line/fullyoperational 


National Directory of New Hires 
Funding 
On·line for all States 
Universal ER reporting requirements 

Feasibility Study (STAWRS, SSA, AHSA) 
Funded 
Let 

Due 

HHSIlRS decision 

Expanded FPLS 
Funding 

On·line/fullyoperational 


Union Hall Cooperation - State Laws 

Studies: Locate and Credit Reponing Agencies 
Funded 
Let 

Due 


IRS Data ORS and State changes) 
IRS Tax Offset· Effective for returns 

IRS 	Full Collection 

Nonautomated changes 

Automated funding 

Automated IRS implementation 


Interstate Enforcement 
UIFSA (legis. flexible until 111/96) 
Federal request for information 
OCSE distributes form 

nationwide force effective 
Other State laws 

Other Enforcement Measures 
State enforcement law changes 
Exception: liens and immediate wage 
withholding in all non·IV·D cases 

Oct. I, 1995 

Oct. I, 1994 
Oct. I, 1997 

Oct. I, 1995 
Jan. I, 1997 

Jan. 1, 1997 

Oct. 1, 1994 
Dec. 1, 1994 
June 1, 1995 
Aug. 1, 1995 

Oct. 1, 1994 
Oct. 1, 1997 

Oct. 1, 1995 

Oct. 1, 1995 
Dec. 1, 1995 
Dec. 1, 1996 

Oct. 1, 1995 
after Jan. 1, 1996 

Oct. 1, 1995 
Oct. 1, 1994 
Oct. 1, 1995 

Oct. 1, 1995 

Oct. 1, 1995 
Oct. 1, 1995 
Oct. 1, 1995 

Oct. 1, 1995 

Oct. 1, 1997 
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Privacy Protections 

FederaJ reguJations 

Slate implementation 


Federal Financial Panicipation 

66% to 69% 

70% to 72% 

73% to 75% 


Incentives 
Federal reg promulgation 


Paternity standard 

Overall perfonnance 


Enhanced (SO%) ADP System Enhancement 
Startup 
Sunsets 

StatelFederal Maintenance of Effort 

Revolving Loan Fu~d 

Trainingrrechnical Assistance 
OCSE begins its efforts 


Audit and Technical Assistance 

Technita! assistance funding 

Federal audit regulations 

State-based audit requirements 


Staffing Studies funded 

Studies completed 


Outreach 

States begin to meet goals 

OCSE requirements/funding 


Customer Accountability 
Fair bearings 


Federal regulations 

State implementation 


Child Support Enfurcement and Assurance (CSEA) 
Demonstrations 

Fed/State funding for CSEA 
State intedm reports 
State final reports 
Federal reports to Congress 
Federal administrative funding 
Federal regulations 
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Oct. I. 1995 
Oct. I, 1996 

. Oct. 1,1995 
Oct. I, 1996 
Oct. I, 1997 

Oct. I, 1995 
Oct. I, 1997 
Oct. I, 1997 

Oct. I, 1994 
Oct. I, 1999 

Oct. I, 1997 

Oct. I, 1995 

Oct. I, 1994 

Oct. 1,1994 
Oct. 1,1995 
Oct. 1,1996 

Oct. I, 1994 
Oct. I, 1996 

Oct. I, 1995 
Oct. I, 1995 

Oct. I, 1995 
Oct. I. 1996 

Oct. I, 1995 
Jan. I, 1999 
Oct. 1, 2002·5 
Apr. 1,2005 
Oct. 1, 1994 
Oct. I, 1995 



IMPROVING GOVEW.'MENT ASSIsrANCE {Tide VII, Tide VII] 
i 

A. RATIONALIZATION AND SllI-lPUFICATION ACROSS ASSISfANCE PROGRAMS 

The ,atIOllllli:atlon and simplification 01 ",s/stance programs Is somelhing 01 tlui holy grati of welfare 
rej'orm-Q/ways sought, never reall.t.ed. The reasons art lnIlJI)Ii di/ferenJ goals of di/ferenJ programs, 
varied cOlISlituencles, DepQ/'tmJ!nJai differences, divergenJ Congressional commiltee jurlsdlctiQns, and 
the inevitable crealiQn of winners and losers from changing the nmus quo. Yet everyone agrees that 
redpltnJ" GdmI.iSlTalor" and tt»;pI1)'trS are all losers from llui currelll comple:dry. Below are 
sl!W!ral proposalslor relorm. 1he proposals do nol rnaIu! subslantial changes In program structures. 
IliJther, the proposals achieve slmpl/ficario. by streom/lning tJdminislTativ< processes and by 
corifonnlng program rules between ,lui AFDC and Food Siamp programs. The propoSf!ls modify 
txisrillg rule, that creale WIlItCtss.ry cample:dry and cotifUsiQn for program tJdminl'tralOrs and 
recfplents. The proposal also supports the txpoIISiQn 01Electronic Benefirs Transfer (EBTJ programs 
for dellverlng Ftdqal and Stale g(llltrntnl!nJ benejirs. NariQnwlde txpoIISiQn was recommended by llul 
Viet President's National PerformtlJlCtl Re1iIew as a means of reducing fraud, strtom/lning beneftl 
delivery. and saving l"'POYen meMY. No legislative or regulatory provisions are Included In ,lui 
welfare reform proposal spec/fli: to the EBT txpoIISiQn, allhough the TWO initiatives art compleml!nJary 
in their commiJrnenllO improve government asslslance. 

1. RESOURCES 

(A) Genual 

Current Law 

The Social S,curby Act and imp/tmi!ntlng regtdntlnns set a SI,()()I) limit (or a lower limit at Slate 
option) on the equity value of resources that a family nury hove and be eligible lor AFDC, Excluded 
from consideration as countable resources are the home owned ll1ld occupied by lhi family: an 
.Ulomeblle with a maximum eqUity value Of $1,500 (or a lower limit at State option):, hona fide 
jufltraJ agreements wilh a maximum equity value of$1.500 for each family member (er lower limit set 
by llul State); one burial plot for each fatn/ly member; and real property for a period 016 cansecUllwt 
months (or 9 consecutive I7UJnths at S~ale option) which the Jamily is making a good faith ejfi:Jrt to 
sell. Under certain conditions. Stares may estabilsh rules ngarding transfer ofresources 
in~()rdeT to obtain or retain eligibility. 

The Food Slamp Aa and Impitml!ntlng regulations sel a $2,(}(}() Ilmil (or S3,()()I) for a household with 
a member age 60 or over) on the value of resources a IwUJehold may have and panicipalt in the 
program. 1he Aa does nat specify how the value of resources is to be determined, but provides lor 
uniform lUltionai eligibility standards Jor income and resources. Stale agencies are prohibited from 
Imposing t:IlIy atlulr standards Of eligibility. Hauseholm In which ~ member receives AFDC, SSI, 
or general assisumce from certain programs do not have to pass the JocxJ stamp resource eligibiliry 
fest. Regulations exclude from rtSOiUces the value ofO~ burial plOI per family member and the cash 
value oflife Insurance policies. Also excluded Is real property which llul household Is making a good 
jailh eJJon to sell at a reosorwble price and which has 111)/ been sold, There is no speCifiC exclusion 
for burial pifJllS (funeral agreemehls). Any amount that can be wiIhdrawn from a funeral Con/ract 
witiwUl rm obligation to repay is counted as a resource. 

Food SUJ,mp law prohibits the transfer 0/resources witbiIJ the j..f1U1nth fMriod priw to application. A 
household that bu>wlngly transfers resources for the purposes of qualifying or attempting 10 qualify 
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for food stamps SMII be ineligible to participate in the program jor a period of up to one year from 
the datt ojdiscovery oj rhe transfer. 

Both the AFDC and Food Stamps programs serve :/mllar fll!etly populatlollS. Yet, because the rules 
for treQlmeIl1 of both the amounrs and cOJegories of resources are different in each program. 
resources that meet one program 'I requirement can result in Ineligibility wuier the other. 
Both programs Juzi;e substantially different rules for eva1uaJing the resources of ,hat fll!et!y group. 
/Orcing welfare administrDJors to apply differe1ll progrom rules to the same resources in the same 
family. The following leglslaliVl! proposal would reduce the current odmi.istratlve camp/exiry and 
conjilsion jor welfare adminlsmuors and recipienls by providing UlJi/orm treatml!lI1 of assets where 
appropri(Jle. 

Specifications 

Require the Secretaries in both Departments to develop uniform resource exclusion polities in the 
following areas, by Oowher I. 1996: 

(a) 	 Resource Limits: Increase the AFDe resource limit to $2.000 (or $3,000 for a household 
with a member age 60 or over) to conform to the Food Stamp resource. limit. 

(b) 	 The Secretary of HHS shall specify in regulations the valuation of an automobile. 

(c) 	 Resource Exclu$iQDs: 

(i) 	Real Propeay: Propose legislation to amend the Social Security Act to exclude real 
property which the MDe family is making a good faith effort to sell at a reasonable price 
and which has not been sold, to conform to the Food Stamp polity. 

(ij) 	 Casb Surrender Value of Life Insuwce Policies: Propose legislation to amend' the 
Social Security Act to towly exclude the: cash surrender value of Jife insurance 
policies under the AFDC program to conform to the Food Stamp policy. 

(iii) 	 Transfer of ResQ\Jr~: Propose: legislation to provide that a household that 
knowingly transfers resources for the purposes of qualifying or attempting to qualify 
for AFDC shall be ineligible for benefits for a period of up to one year from the: date 
of discovery of the transfer. This proposal conforms to the Food Stamp policy. 

The administrative complexity lhat exists in applying certain resource requiremenls in the AFDC and 
Food Stamp program! will be greatly reduced under the proposed c/umges, Welfare administrators 
will be able to apply lhe same rules 10 the same resources jor the same family. These conforming 
changes achieve simplification by streamlining the administrative processes in both programs. 
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(8) 	 Asset Accumulation ~ Individual Development Accounts 

Current Law 

The SocUJI Security Act anti implementing regulntio", set • SI.OOO 11mI! (or • lower IImi! aJ 510" 
oplion) on 1he equity val"" of resources liuJI • family may hove anti be eligible for AFDC. wilh only 
Ilmiled exclusions. 

The Food Slamp Act anti implementing regulntions sel • S2.000 limit (or Sl.OOO jor a household wilh 
a member age (j() or over) on !he value ofresources a household may hove anti 
parricfpt11e In lhe PrograJn. Section J3!l25 of Pub. L. 103·66 Of 1he Omnibus Budgel BeconclllmIoo 
Act provides liuJI the Secretary of AgriCU/tun sholl cantiuct. for a period not to exceed 4 yeor;. 
projects to test allowing naJ more then IJ.lXXJ households tullionwide 10 accumulaJe up to SIO.OOO 
tach in ucluded resourcts. These assets are for lmer expenditures for 0 purpose directly feltlled to 
improving !he eduCfJ/lon. "aitdng or employability (including self-employment) 01 household members. 
jor lhe purchase oj a home for the household.lar • chaJlge 111 !he household's residence. or for 
moking mqjor repojrs to .he household's home. 

Welfare reform should I1Iclude StraJegits t~ test rho Mtion tIuJt one way 0lIt ofwelfare for SaJnt people 
Is through ttrlp()Wering them to sum their Own busilU!sses Oltd encouraging them to save their 
earnings 10 build jor !he .fUture. DUring the ,_ign, lhe President endersed !he Idea of helpl1lg 
weJjart recipienu help themselves by propOSing to increase the number of micrOfnterprises (lJUj 

esrahllsh ludividual Dtveloptnent Accounts (iDAs). These legislaJive proposals would promote self
stif/iciellCY by encouraging recipierus to «cumulate savings. assets and stan their own businesses. 

An IDA Is an cplional earnlngs·bearing. tax-benejlned trUSt account 111 the tUJnl< of one person. An 
IDA would be held 111 a licensed. fetkrally-lusured jlnancUJI institudo.. Wulldrowals can be nuuk 
from rho account only for qualified purposes, Ifflich Include: jlrst home purchase, post-secondary 
educntion (collegellong-term "al1ling). ar business development (odcrae1l1erprlses). There. would be 
penalties for non-desigtulled use oj lhe account. Participant eligibility would be detennined by !he 
81aJe agency using Federal guidelines. Moldes ploced Into on IDA account b, on AFDC anti Food 
Stamp recipient would be disregarded for purposes of determining resource limits. up 10 S10iXXJ, All 
income placed ilUO an IDA would be tax deferred. An indiYiduoi would retain the IDA after leaving 
wt:Jfare. but would stUl be required to use W resources jar speCified purposes or would face 
penailits. 

The tax laws wlli be aJntnded to allow for !he esrahllshme1ll of IDAs;DHHS and USDA regulations 
will set the limit at SlO.()()(),' subridiud iDAs will be established on a denwnstrotion basis; 
unsub,idized IDA, will also be permitted for qualified Individuals not i.valved in a denwostral/an. 
Current recipie1lls (anti upplic(J1l1s with wahllshed IDAs) far bolh lhe AFDC anti Faod Stamp 
programs can establish IDAs antllurvt their savings and inreresl exduded. StaI€S, at their option, 
could pw:sue IhI's approach to pr011Wling ulf~sufficiency. 

Specifications 

1. 	 National Unsubsjdize4 IDA Program 

(a) 	 At State option. allow lDAs to be established by Federally insured financial institutions to be 
used exdusively to pay for post-secondary education at training expenses. first~home 
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purchases, or business' capitalization where there is a qualified pl~. Effective October J. 
1996. 

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

(i) 	 Annual CODlributioDS shall not exceed lb. les,er of $1,000 or 100% of all income, 
excluding public assi,unce, willla total &:COunt limit of SIO,ooo per family. 

(ii) 	 Th. total amount in an IDA shall not exceed $10.000. 

(iii) 	 If Ill. accounts are established wbile a fatnily is on AFDC or Food Stamps. Ille IDA 
account balance wilJ not count against a family's resource limits, Families who leave 
the rolls after opening an account can coatinue the account, ]f the family re~applie.s 
for AFDC or Food Stamp. at • later d.... their IDA savings and imer"t. up to 
$10.000. are excluded. 

(iv) 	 If au IDA-eligible individual establish.. an IDA while not receiving AFDC or Food 
Stamps (for exarople, upon reualving an ElTC payment uoder the subsidized IDA 
demonstration) and subsequently applies for assistance to either program. the amount 
in the IDA shall be applied against the resource lind.. for purposes of determining 
eligibility. 

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

2. 	 Subsjdized Individual pe'ielopment Account OPAl Demonstration 

(a) 	 Amend the tax laws to allow States, localities, and oommunity development fmancial 
institutions to apply to receive grants to operate o..year IDA demonstration projects. Project 
grants will be awarded by the Community Development Bank and Financial Institutions Fuod 
on a competitive basis and must be renewed annually. Authorized leveJs are $10 million in 
fiscal year 1997 and 2002 and $20 million for fIScal yeas. 1998·2001. Effective O<rober 1, 
1996. 

, ." (i) $500 	in initial fmancial as.isun" will be placed into accounts established for project 
participants who establish lDAs so banks are willing to set up the accounts. In addition, 
participant contributions may be subsidized in amounts ranging from $,50 to $4 for each 
$J deposited. not to exceed $2,500. Total individual IDA amounts may not exceed 
$10.000. 

(ii) 	 Eligible participants are households with: at least ODe member eligible for EITC, an 
adjusted gross income not in excess of $18.000, and a net worth not in excess of 
$20.000. 

(iii) 	 Grantees will maintain a reserve fund to M: spent on assisting participants in aChieving: 
self-sufficiency. administering the project, and to collect evaluation information. 

(iv) 	 Grantees must submit annual reports on the progress of their project. 
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(v) The Fund will contract ,for an independent evaluation of individual demonstration proj~ 
describing project features. assessing levels of self-sufficiency and benefit reduction 
achieved. Jevels of assets accumulated, and their effects. 

(vi) 	 The penalty for a non.<Jesigna1ed withdrawal from a subsidized IDA wilJ be the total 
amount of the subsidy and 10 percent of the individual's contribution of the amount 
withdrawn. 

3, 	 S~f-ErrwJQymem!Mic(Qenterodse Demonstration 

(a) 	 Througb a memonmdum of und....nmding. HHS and SBA will jointly devel?p and administer 
a minimum 5--yeat. self-employment1:mi~roenterprlse demonstration program. Consultation 
with Agricultur~ HUD and Labor is also required. Participants must be persons with incomes 
below 130 percent of poverty or persons participating in lOBS, WORK or AFDC-only. with 
the percentage of welfare recipients to be established by the agencies. Local intermediaries 
(organ.izations or consortium of organizations) will apply to enter into agreements to 
demonstrate the program. Authorized amounts shall be $4 million for fiscal years 97 and 02 
and 58 million for fiscal years 1998 - 2001. Effective October I, 1996. 

(i) 	HHS and SBA. in «>.,ulwion with poblic and private organizations. wUl identify 
promising program models currently used to provide self-emp!oyment and related ~iervices 
to low~income individuals and design a demonstration to evaluate. using .a randomized 
experimental design~ at least two types of models with contrasting levels of technical 
wistance. The agencies may fund up to five other projectS with designs that do not lend 
themselves: to a randomized experiment. 

(ii) 	 HHS and SBA may provide tedmical assistanee, grants. loan guarantees and loans to 
intermediaries. 

(iii) 	 In &electiDg intermediaries, SBA and HI;IS wiU take into consideration the appJicaru's 
record of success, program design, capacity and othet criteria. ' 

(iv) 	 Intermediaries must have contracts with the- locaJ JOBS agency such that lOBS and 
WORK program funds will be used to provide supponive services including training 
and technical assistance (or participants who are welfare recipients. 

(v) Preliminary and fmaJ effectiven~ evaluation reports together with recommendations must 
be submitted to the President and Congress. A report on barriers is also required. The 
evaluation study shall take into consideration incrwe in self-sufficiency, reduced costs of 
public support. number of businesses and jobs created. cost-effectiveness. and program 
effectiveness. Early and regular feedback to the participating intennediarie.s is also 
specified. 

4. 	 Other Legislative Changes 

(n) 	 The Social Security Ad and the Food Stamp Act will be amended. as appropriate. to comport 
with the changes in the tax laws. In addition, amendments wlll be drafted to include the 
foUowing provisions: 

(i) 	Lump sum incQme: Non~recurring lump sum income will not be counted for resource 
purposes in the month of receipt or the following month if put in an IDA. 
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, 
(il) The total exclusion for an AfDe assistance unit or Food Stamp household is $10.000. 

Rationale 

\:<;-'1..,;/ WAs and other set-asides providt wei/are recipients the opportunJry to be entrepreneurs in the priW1Je 
~I~ ,;,~·stCI()r and accumuiate savings for tpeci,fic purposes. This approach promotes se!fsufficiency by 

empowering them to sum rheir own businesses and encouraging l/wn la save money they earn /0 

build for their future. AddlJionally, the money saved In WAs might be used by panlcipatus for 
'1,',w:-.:7 educational tmd rraining purposes. thus $l.lVing local program resources. 

(e) 	 Microenterprise (Selr.Employmenl) 

Cumru L-aw 

Resource Exclusions 

'-\i~l'~~"'_ Under Federal AFDC policy, except for real property, States may disregard for AFDC purposes 
,'",,, ,income-producing propeny {os defined Ify ,he S"".} of self-employed individuals. SUlles may also 
!.~~: disregard incame-produdng property owned by a recipient wIw is IUJt currently employed, but who the 

StaJe reoso1UJbly txpecrs 10 relW7l to war!:. Federal regulodons fJI 45 CFR 233.30(a)(J}(xxI) require 
rluJI SlfJles disregard.!or AFDC PUFpOS<S. bOfUJjide loans from any saurcefor any purpose llull meet 

~),. 	 the criteria set out in the Stale Plan. 

Section S(g)(l.) of the Food Stamp Acr fJIu/ implementing regulaJions aJ 7 (FR 273.8(e)(4), (5). (6), 
Ill}. (J,) fJIu/ (J6) exclude 'propeny which annually produces Income consistent ,,1lh us fair market 
value; propeny which is essential 10 the self-employment ofa MuseMId member; installment cofllraCfS 
for the sale of /fJlu/s fJIu/ buildings, if the coruroa ... is producing income consistent wilh fail markel 
value; resources.. of. seif~empl(Jyed persons, which has been prorated IJS income;- non~liquid assets 

tt;';"1a: 	~/llIe1U resulting from business loans.' and real or personal property that is needed for maintenance 
of cenain vehicles. 

(a) 	 Amend the Social Security and Food Stamp Acts to give the respective Secretaries the 
authority to specify in regulations exclusions necessary for self~employment. Require that 
these regulations be prepared jointly and demonstrate consistency between the two programs. 

(b) 	 Amend the Food Stamp Act to exclude business loans from resources . 

. .,"" " . ,,' , 	 ,~\~.~,"'.'RatiQnale 
Ft'·.. 	 - " .. " ,"."" ",,··t" 

:\:':; .'CufTent AFDC polJcy does;1U)I"permir fonds ,u.:tels(}/i/~r·il'Ur ()peraJion 0/ a micro8nlerprise to be 
J excluded separaJefyIrQl1J ·thi .general $1.000 rcsOfDc(,'llihtt}'/11his"restriczion discourages recipiems 

from establishing small ,bu.illiessel. By exp'inding' the _ microenrerprise resource aclusions. 
microemerprise owners will be able to set aside sufficifltlliquid resources 10 operate the business. 

t,,,", ,-•• 
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2. 	 INCOME ISSUES ., 

~ ,," ~ .. I..l. 
. , 	 '. 

Federal laws or rules frequently disregard a pan or t~ total Income 0/ applicants and recipients ill 
.reuTrII/ning eligibility and benefits for assistance programs. Often. lhe same Income is treaJed 
differelllly in the AFDC and Food Slamp programs. Such differences ore incomprehensible to 
recipients and difficult to administer. ',:", 	 ' . .\. : \" 

Our goal Is 10 adopl unffonn equltoble Income disregard policies for the AFDC and Food S1i1mp 
progrmns which are easy' to UJUiersland, Simple to adminls~er and promote wort amI eauctJIion, 

1. 	 Treatment Qr Lump Sum Income 

Curreot Law 

Under Section 402(0)(17) of lhe Social Security Act, non-reCurring lump sum income Is considered 10 
be Q\!4ilable to meet an AFDC /amily's current and future needs, 1/ the assistance uniJ's coUntable 
Income, beCllUJt of receipt oj lump sum income. exceeds the applicable Stale need s~andard.. Jhe unit 
Is Intllglble for 0 period detennined I7y dividing lhe IOral couillobleincome qncluding lhe Jump sum) 
by lhe need nandard. . . ". , "," ' 

The Food $lamp Act, DJ 5(4)(8). <xcludes from Income non-recurring lump sum pay""mts. 'Such 
amounls, ifnot spent in the month received. art rrtated as resources. 

,Specifications 

For applicants and recipients: 
~.' '1.' -; 

(0) 	 Amend sectioo 402(a)(17) of the Social Securil)l Act (SSA) to exclude non-recurring lump 
sum payments from income. ,"-':' ';-. 

(b) 	 Amend both the SSA and FSA ro disregard as tesources, for one year from the date of 
receipt. nonwrecurring lump sum payments that are reimbursements or advanced payments. 

(oj 	 Amend both the SSA and the Food Stamp Act (FSA) fu disregard the amount of any Federal 
Ot State EITC lump sum payments as resources for one year from receipt. 

" ( ,Rationaje 

Lump sum payments are lreDJed complelely differently in lhe I\«? programs. Considerable 
simplification/or both lhe clientS twi workers can be achieYed i/zhe policies are consistem. ,Also. 
current AFDC policy can resuJJ,.in .~rdsfjfp.lt)r fammes stnce,:t1U!'i~are· supppsed to conse'rvi the 
paymenlS to meet future UYtng,:t.xpenses:ra!!Jtf!;·tfto,n ,to C()W!r de~ls ,and ether. costs: .;: ' . , .... ~~ 

,t, ';'Yj~\" ~:\t :i,.\',t,;\,,,~/:. .' ",::~';'...':'~\"\: \t,., ~.. \i;' . .- ';l~. 
,2. Treatment of EducationaJ 'Assistance'::, .,. ". ,: :1,"" ,:" 

Current Law 

Several law.s address the trearment of educarional assistance for AFDC. Any educationoJ assi.srGnce 
provided wuler programs in title IV 0/ the Higher Education Act or the Bureau oj Indian Affairs must 
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~" , , 
be.disregarded (p,L, 102·325•.sec, 4798), A Stale must disregard paymellls 1IUlde for attendance 
,casts under the Carl D, PerJdns Vac,;,ionai anti Applied Technoiogy Educalion Act (p,L, 101-392. 

lC':':sec::507(a). Under AFDC:rules, 'iJzelS1tJ!e~'mus((d!$regard' tduaulonid', loans tlM grants tluu are 
obtained anti used for direct educalionai expenses.","," /lJ"lUirwn anti books (233.20(o)(3jav)(B). 
(Any a/the educational assistance covering iJems in lhe SUlle's need'sJandard is counted as income,) 
4/so. Slates may disregard all educational assistance as complementary assistance tJuu is for a 
differel'll purpose ,han AIDC (233.20(a)(3)(vii)(a)), 

Pardons Q{ income received antler the Jab TroinIng Pan..rship Act anti the Higher EducQIian Act art 

'.1X.,disregatdcd in lhe Food Stamp program. By reguJmion. such' educmion.al asslstarn:e provided on 
•.•;,beh.uf ofthe household for living expellSes,-lood; or. clOthing to the Went that the fonds exceed the 

casts at 'lUilinn aid ,fIIIlIIlialory lees, ",~.,ca",lted"as,,/ncame:'(7· CFR 273,9(c}(l)(v); 273(c)(3); 
273(c)(4):.273,9«)(5)(I)(D); anti 373,9((<)(10)(.1)" 

.'"';':'\. \~..... • (', '\": ,\);~:,:- ;',:,' ., ;'_-. \ ~:tUl';n~ " .,....~\ J.' '~'':'w.;, ~\::. S 
:,u~~jfication:t ;.",,:, . ," , ,.,,~:_ ' " . ", ,1 '\ 11'~ ~,t',: 


~-... Z , ... 

,~-".I , . ' 
, (a) Amend the Social Security Act and Food Stamp Act to totally disregard all educational 

assistance received by applicants and recipients • 
. 

" 3. : Eamin</i gf Sllld'n~ ,
" ,', " "'jr;, -1::';:~':ll1it:.:· '; ,..t ii·,;"':,.:: ) ,~JA " . ,"

,. 
~;:;.-: . , , ,,, ,. ' Current Law >" • ." " . , \ . ~ 


" 

tj(fo~:_a dependent cilild rectiVi!lt AFDC.' the· earned income o/'Q fuJl~time or pan~rime studenl (not 
.':.ft.1JtPJpyed lit.l.l~time) llfIendillg a school, .colJege, or imi¥ersUy. or a course of vocational or technical 

training designed 10 fil him for gai'!fol emploY11l1!1II Is disregarded (402(aj{Bj{A) of the Social Security 
Aa). A, Stale aptian, the earned income of a tWzeru/ent child Q11tilyiag for AIDC may also generally 
be disregarded, 'The earriillgs ajminor parents anending scJwol are 1UJt excluded, 

Effective September, 1994, the Food Stamp program 'will exclude lhe earnings Of elementary or high 
scJwa/ stud'IIIS age 21 aJtd under (FSA 5(d)(5); 7 CPR 273,9(c)(7), 

:).tlt, ~. ""I '" ,"" ';:1 

\:SvecificmiQns 

~". ,
(a) 	 Amend the S<>cial Security and Food Stamp A<:ts to conform Food Stamps to AFDC policy 

and limjt the disregards to elementary and secondary students up to age 19. 

4. Irregular JncQm~ 

'O£:;yrrem Law .. 
.... , > '"N ~', ,',(;';::-1 0, r.A ~;: 'l··,.;-:

,;' • ~'. 	 'j ~.' •• ,. " 

" No SItJ!U!ory pro,ds(ons iu!d~~~s, lrrl!gular income jor; ~,C, ,Rules J'e,nnit Slales to disregard small, 
iwnrecurring gifts Mi 10 exceed $30 per individual per quaner (131.20(o)(3)Ov)(F), 
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• • 

. .... ~., .. . ~ 

Sneciticatisms " " , 

• '.' , ' . 
(a) 

7, 

Specifications \':';~,,!,'\ :'''':'l\l, .",i.I'.... "~.,,, '\' .;;,':", ,\:?:':,,;'";,:~, '::.t <:'. \.- "<~ ,.~ 
, ..~~:~ 'h()\:,:'.:\~":.l·· t:.'::k·...~, ",,;,t:. \L·}'~;,tt::,t.\! 'I;:,\~\-."" ,~~: _~'J- ',:.l.d 

(a) 	 Amend the Food'StaIiip;Act to\conform1to AFDe.niles w;e.x.dude inoonsequentiaJ)iicomeinot 
in excess $30 per individ,uaJ,per quarter:·,,::·,~,;,.t:: "',,. '~:.. '::C:- .•'~.' ,:-:.:. 

,', 1\ ~ J:::i ".',\' .: ;,,' .,:~ '.' ',:'. ' .. ~ : \, '::;:'1 
s, 

.. -':.•~(lJ'i> 
Current Law 	

, ' 

.,l{ .. (Jr-. ;"'';,'1, ,j"~:'C, ':1·,1;("."~·; i,.',. '.: . .:. ','r ;:, ': ~,\">.;~i·'PI. 
For AFDC. tile mcome cia depend'TII child which I. derived from parricipatlon,m a JTPA program 
may hi! duregarded, Earned,mcome:may hI!,duregardjor a period,up 10 six manthsper'calelldor 
year. Utreamed income may hI!'disregarded indefinitelY (seCtion1f)2(a)(8)(A)(v) ollile SSA)r, ''';.:,c, 

" {,:)t:~\YJ\l';: ,.:~'. '''i,\' '\{'·;"·'.(:'\_;':·:~~f- ', ..... :... \t..'\t. 
Under Food iSlllmps. training QuOWf11lceS /rom .,;,catio,.;t lind rehalJUitationprogrtimi end JTPA 
earnings are excluded. excepl income from on·lJw.job trommg programs under section'204(5) 'of,iitle 
11. All OJT Income ollndJvlduals ander age 19 and under par,mal control is excluded, (7 CFR 
27J.9(b)((I)(iii) end (v); 273,9(c)(lO(v) ,"~' ": ,""'" ,":, .::. i'c,,: " "'~ 

" . ' q' .... .' 

Specifications 
".:'~ :;{;_'::''''':':- .:.o.,J,. ".f. 

(al 	 Amend the Social Security' and 'the Food Stamp Acts to disregard as inoome all ITaming 
stipends and allowances received by a child or adult from any program. including JTPA'.':.lt; ':.-	 .~ 	 ~ 

(b) 	 Eliminate targeted earned: income' disregards. so' that :the' e.amed':inrome' from any.on-tne-]ob 
training programs or from,'. job. will be coun,tei;hafter 'the. general earned liucome disreg'ai'ds

' ,.".,~'.. ~ - ,q.',.,,\•• ,,-.: .. ,'. ;\ :.: '';''',·\.;\!,)\H;at;\l",.deducted. .' ,~, ;:.:,., ,_ - ,,,, _',.h ''',''~ ,_. ..',1 

, "-\;; 	 ",', ",\" ,-( .,~.-~ .. ,' ':';i~ J' .... ,. :-,'~<_'f':: :(, !i\ .~l,)!\ 

6, 	 Sunplemental Payments ~~<t·\",,:;· ~~\~~:,:~ ~~.:...~":~.,,: ~:::~:;.:"~,~.' :"'._~: ~-,: .~.: :;- :"_':r',t,;'.n~:tI ~-l 

, 

Current Law 

Section 402(0)(28) oj the Social Security Act requires those Slates tIult deduct Income from lile need 
rather than the payment standard (fi1l-liIe-gap) now and In July 01 1975 10 provide a supplemimal 
paymeru UJ jamme. who hove less disposable income hl!caUJe child supparr is paid 10 the chUd 
supparr agency i..tend 01direCtly 10 the lamily. 

Food SlampS - No such provision exu" In the Food SIIlmp program, 

Current Law ,','.'£. \t' '\,!C\(y,.,l ',-, \\,bJli"'·" >' '')'\ ;,;.~:~':.,t :":'7.') t.,: ~:,,;, <::1;"(
". "': 'i '. , -' - ,:~ ... • • - , J, 
~,:t;r ~tr~:'I\~ :~',; '..t t.~ '" ''''~~l~.t,,,,-,·,,., ;;'\'':'' '.}\! ':'.:·.\;I!., 

AFDC rules require earned in:WW income 10 hi! counted, As Q miitter'iifpalicy;':Suites may. disregiJrd 
any unearned In-kind Income: ' if the .i'late' eleets 10 COUIlI unearned m-kiiuJ Income. tile omiiimt 
coU11Jed is iimiled to lhe vQlue a/the item in the Stale's need standard. ,

• r' 
, •• to 	 -.'!, . 
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Under Food Stamps, 'in-kind benefits such as food, clothing, housing, produce are excluded. (FSA 
5(d)(1); 7 CFR 273.9(c)(1)) ", '.:. .• 

c. ·.':\:\'~;l.':', .'..:\, ' 'l",'", ""':',' " ,',""", " .. ", . . . " '. ''-:.,' ~.'" :": ,'. l."':,., I,''>'''\,)- \".~\'.:"1)1. ;,'." r 


,;,l,<,;SpeclficatloDS ') .. ~ (1'... " ..,,: ':"'::' ~'.Iy,~q,.l.' .', , . ..,. ~ 'r"~ I"~ 


',~:'.' ~O' . , 1-.\~.r:.~~'~ ;\~.~\, 
t 

I~""'~' '~>'7~'~',~.~ ~,~:::,,:~,~~~;~,:','l' '-:: 
(a) 	 Amend the Social Security Act to require States to disregard both earned and unearned in-kind 

income. 
'.' 

',:~i:;8i.., .:. {,T[eatment Qf National alliLCommynity.S,rvice-Act.Bcnefits , 
",;', .'-,",.: '" ," '- -, 	 •• ,:" - ,-- ""!" "-. 

1" .. rr:,{(,1"1,·1:J'.~ '(,.1. 0:'.. .' '. ,:,_ ·v,)! .f'J ,.a.,~\ ~-:;,~E"'il: ;r.:f:J:.(I.:.,~,!' 

~~~:;~~;~;t~,~!1'I:~:l~ :;:t~;·;,,:;:\tJ,~:. ,~r~;:~;~~'~'::~'~l~~::~"\~'~ l~.~;~ .~:-} ..':,:~llj~ \;t:: 
fl. No. statulory~provision excludes,' jor purjJoseFof the .gp9.~P[g?r:.Df!" allowances, stipends and 

educational awards received by participants 'in a National Service, program established under the 
'.' 'yNationaJiand Communiry,.Service'lAct.of lRS!O, a.r!.~1Jded.lbJ., tJje,;NationaJ and Community Service 

Trust Aa of1993.···· 	 . . 

The Food Stamp progr~wi.ll excl.ude.:.ftp'~I.;..incC?~§O!J~:.~e..r&.se.p'~ogram benefits, The NationaJ 
and Community Service"ACt; 'as :amended;~ Specijies"tharthe','excJusion in section 142(b) oj the Job 
Training Pannership Act (JTPA) aPplies'to Nationill'Service program benefits. Section 142(b) 0/ the . 

'JTPA provides that payments wili not be considered'as income jar purposes o/income transjer and in-
r'.;.,sId1Jfl.aidfurnisbed.under.\D!!JI,..F..e,d~ra!·pr j~4~rf1!jY,p.!.~~f!ed pr!Ji~D!!I based on need, other than Social 

J. Security'Act,programs: ," - :,~ ,:, " ~l~"' ,,,, '... ·:~i~ ...:'... ;, 

01 ,Specificatjops·,·;t,:..[ ,~,., '" "',. ,I, .. ;, ,'", '. ,.'. ~ ."., • >" •••,~ ,.1.••• (. _.. ,.),,1\01 \.. t .• :..... ~.\-\. 'I' ~ • 

• : ' , 	 • • 1': ',': ,~:'), 
(aJ Amend section 402(a)(8)(A) of the Social Security Acf,to disregard from the income of a 

,',' '1:,\\,;: ',.' -faroi1)\:,~lQ~~.£es.i~tip~n~~'!'Jl.9.,·,*,~t.i'p',I!!i1" ~~~4~,r~e~y'~, by volunteers participating in a 
National 'Servic'e.:,PrograIriYimde.r "the National '~~~SQl~unity Service Act of 1990, as 
am'ended by the National and Community Service ,Trust Act of 1993. 

;oi":.:J~·.~,m"';~i )~. !.;;":ij';' \:t~.\~J\',U1t:. ,j:~:.::r.:;' .•lo;\'..)l >,,:·.;',l:t'':'\ <j:'.l Ui1".r.~ ..:ll 
,.. , 
, '..

3. 	 FILING UNIT 

Under cu"ent law, the AFDC filing unit must consist oj a needy deprived child, its naJural or 
adoptive parent(s), and all nqJlHiJl:.·.fIM.'~adgp!jve'),~~Q.0!rr. __aru!J.f!!!erS (inc/uding Iullf brothers and 
sisters) who are living together. The unfl's income aizd resources are Used to delermine eligibility and 
the 'amount of payment. A stepparent is treated thi same' as '~~:M.n!ial" o~ adoptive parent jor filing 
u.nit purposes in seven States (Nebraska, New Hampshire, Orego'#:SoiitJi'Dakota, Utah, Vennont, and 
Washington). These States have laws oj general applicability which hold the stepparent responsible 
jor the children to the same 'extent' as a natural 0;: oiJoptive parent. In all other States, the 

:'.'"l:,:'5teppare{l1 's,)neet/.s-\ are. ,.not.jnJtl.¥rd)n the;'.un~~~~(!ii.slJ!9:.',)in.CO'!Jf,.,..qf}er certain disregards, are 
, .,1 ....'-(o~ide-,ed;·avajlQ.bJe 10 tlJft.'fJ(ti.l '1I#!~ers. .", ','" ~:,'i'.\· ;:. ~"""":' ,';" :R""l';'l. .:l" 

~. . \ ., . . -".."',' .". '. \'- .,... .".... .... ' 
m:.i :t\:r~~ "-<:: 7·:).,~.~";ii".n:'h\'.~, ,;:t;,:~;'. (;w',~' ~;:" . :~Y' J-. "\(';" "\:'.i~'; \\i~n!l~~ ':t '_0. 7.\!:.l.:.if . 
I::...hdJ-thece is. no pare1J!l~n~/he/!J.e1JI.e'; ~~,n~another ng~'l~gaJ!y;{e~p"~W,(~ '.~.~cuive ,with whom the child is 
t'f:l: ,Ijving, may;. a/·,histntr.,pptigrr.;!10i!J .'~!u, u.nit pnd,,;fe...¥!S.~!s{r4;....,:Mdy.iqq!l!ly.:, States may exercise the 

option o/'inc/uding '-other indNidual(s) living in' the, 'home' QSI,an ,f!SsenIiai. person (s), The essential. . . 	 .~......... , ........ ....
~ 

person's income and resources are used to detennine eligibility and amounl ojpayment. 

Certain parents and siblings are excluded /rom the unit: illegal and sponsored aliens, recipients oj 
SSI,joster children, and iiutividuals ineligible due to lump sUm' income. 
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L UP Provjsjons . " ,'" ,:","" 'c-.li. tr..<~ k.j; 

,'1 ..... _" ....... ~! ,; Ii ")s.'~'.• ,.Ui ..i' 'J..,:,,,:,~ • j,' l,b} 
CUrrent Law .~t:.... ~ ,'l"~UiLJ.."\r ,~t1l'\l':'~'.; ,,~~.\ t:.. 1\','1\\"1, ;"i,:)::-t:.Yl ,i,:.:'.,.' "" .1.. ',1')':\ "''!::r,\j 

.., , 	 '. ~.;} '" ' .••'.' ;''''1. , ••*I'";f ... -	 ~,.\., ',,\)0~ • ,., 

1IuI Social Security Act aJ section 407(0) and 407(b) limIIs AFDC eligibility for two·pareru families to 
those where the principal wage 'eomer Is _mplayed, and Iws worked six of the lasiI13;'quqfiers. 

"Unemployed" is definet.! ~~f;1~1!j,~~:to az:. ,,;rJtf1{;~~'~7:~r:'~':':~': in, a mo~~', fJ:1!!Q: '\, .:t.;"! 
Specificatjons ' - 1jr< .' :.{ , , ' ,~ 	 ';(111)'::.... 

(a) 	 Allow Stales, at their optlonftii'!mOiIity;.'redlicefcor :.limin'.t...ni_Of.th.:sp~cl'ai eligi6Uity 
requirements for rwo-parem families (e.g.. the lOO·hour rule, 30 d.y unemploym~nt 
requirement, the work history·test; ..e) fur both aPplicants and lor r""ipie.ts..d:dt;!S.ta!~that 
elect to maintai", 100 houpule .(or .,'modilied·hour rule),.WORK·.progral!hparticijimoD 
would not count tOwar0:51thih'fzre:,t;,\1 ·s· :';""!."f\:-,:;,~·i'J'!·;/t:l::':.h';/~ )".r,~::·r:~I~.:; .;',,;tu~n, -;)I/'I'r; 

'\ ;11h'ti', l.;.\cits.\', ~ ~:. ',",;,::dj;''-'.v:; 'It. ~":Jl;~':·f:'\ U '\\:.J,'" ·'c':\I",\\:.')"i:',~'
,",,'." ~""" .. \" '.' 

(b) 	 Remove the suns .. provision tbaiillows'forthetenniilatioD';of;AfDc.UNn ·1998'and'm'ake it. 
a permanent program. r,~'~~'l \r} ',r-, rw'!.~' 

'" T,,;,. h"'~.,.: I',\lq',"" ... ",',' ':'••,' .y-:• .\,t:, 
(c) 	 The effective date f~r::~e aiio.¥e"iiJlm.isi,?n.(sliaIl\b~~ber:l)hl996:,\·,\)'\t" t'\t>'1-:,i <~,i\;~)'~)\!\'t'~'f 

\v :1;" :?~.Q\~~\ \, h:':::'~'\j'~ '.\E\i~ l';.;'~:).~~""''1'tt:\i.)h~t:.. I \.;:j~\,: ::')\".;:- :.l.. ;;-.i:\IJ.:,:'\\\': ';' \',h..",\l),') 

Rationale ' :.;t: 'l<..\,~',:;. :;?:~'r;:J:1.,. ~,*",?~Ji.:, .:;::.,.'L!l\qt\~ j\~:n'\l:~~ ,', ',:;\ ~"';:...,;,~.'~ ~ r,~...l;",'t~,'t. 
""\'" ~·t'''W'':\· 1.f\ '." 'jrL" ..... ,0'. \''. '.'"" ", " <I'"", •,.'~, 	 ;\~".~ ,.• - ";~::, ~'"... ' '""."l\".:~,~,''''i)J\,,-t,, ,.;. :'1:'1",\;,)'\'1, .\~:.,j\_" 

Some of the argUl1ll!ru, for reiMVilig the'UddiJiiJilmiligilillliy·-iTqUirtmeruscore 'lhiII'dlinhiatlnll:'iliem 
would: 1 	 . ,:.;t' '.~,t;~;.: :..1. -,u::.r:.',,'(, 

• 	 encourage work, as the currenl rule limiting labor mtlTki!t attachment would be incongruous in 
a new transitional 'Welfare program that emphasiz,es work; and, , ."" ._ ~ '_ ..... . " ..;. ,[, 

• 	 also enhance the simplicity of the rystem. 

• 

2, 

SpecificatiQns 
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" 	 .",' .. 
'>9;,\., .... ". 'w.~,r...:~ "';'/flfliltl 

(a) 	 Limit the kinds of individuals that a State may identify as essential to inaividuals providing at 
least one of the follow!,1lj benefits or services to the AFDC family: 

;:iJ "0 ,""01:", '0) "Clifil,'care whicb 'erlableh 'Clfre.a.eHel:ltiWtD'ivj)'li'fulliif'Patr1/h;'e onlSide the home; 
." (2) care'for an incapatjW~AFDt 'taiiillY'rm~lth:tbe·'hbm'e~:'; ~,.!I:' 

(3) child care that enables a caretaker relative w attend high scltool or GED classes on a ful! 
or part~time basis; 

(4) child cate that enables a caretaker relative to participate in lOBS; and 
,.,-;,m\I'." " t~;"'':''''(5rchiid~tare'tbat enabies a Ciiecik:et -te1auVettDtrecti\ie:~'qn i:twl or patHime basis. 

·;;t:W:,\L· ,-)1'.\ . ~;;'I,., ;-,1" ',l,. 'r.;~,: .1:. \. \ !'n_y!'),"\\ "';" ';;~' ;"":.:' • .mi. ;I)l~:',l;-;, ':t: 

_ RaJiOnale 

_ The Social Security Amendmellls oil~7'j;i.\VtlfM1l~iti~~ 'base for QJI ",e1llial person 
policy. 1IIis policy bas _ IJSpects. Fust, Sll11es are permitted to :rpec/h those individuals who can 
be considered esse1llial: serond, SlOt" must permJt tilt AFDC family to have tlui ftna! decision as 10 

'~'~~'Kr;t!{j{~;':J~~~V¥/4{J,,!~{W!se~r;:::So;"f.6.t~~:,:~!:.Qr. nat required 10 Uiem/h 
(\. t""" ,.l<:;t:·~;', ",t'_.i,;••,..... ,'" ",1(.).\,,":' ,.I.:.'l o..,..~.. '< .. j w, """, 

In 1989. this poliey becamlfiittiliildii.t ~"Bd;e({'ii{pftTJ on- iir/'O](freVtew of cenain SIOJe practices 
,he Family Sappan Administration, pul;llsluid ,ftna! regulations which limited State authority /f) 

determine el11egarles of individuals who could be ,onsldernd as esselllial 10 llui family. These 
. ,reg,,&~ions pre~lnded< Sll11es, Jr!'f'i, .'q''ff[i~g ,.InfI!vlduaif wi!", ,di</, ,¥!I I'~o~e On essefllial beneftl or 

'~.' ~ ::~er'>l'cni(''ihf'':t.dihll}< I, (The.i)em.js!i~I~,fptfg/;11H~P(1!ellW~¥>wiyt"'/Jption 2 a/lQve.) However, in 
~:·:.:";'I,~iIIi!. ~1~t~ll:t"f.ou,nl~r' ill1!,§tir.!.ern·~Is,(riCttif;hlf1!!Yl~ liJ."ff"e v, SullJl'IllI atuI tilt district 
,,' :",';-'l!tJll11.!O'r, I/;!"DI;frtcr, 'olMalnf.,itl·M;$i~ ~UvJii'~lIiiiWl .."regulatory limitations Conflict 
"I," ,,' Wilh' i}liilb. 41Y.i(dj(7)(A/ ariAii"!acUJ/'~'A~:'l1li{t/)tufi Werpl'eted Ihls sernon as providing 

Sll11es, with tlui authority 10 ,ldem/h in thtIr situ. plaru tilt COlegories of individuals who may be 
recognized as esselllial persons, These juiJlcioJ decisions were ,nol appealed. ConseqllJllllly, tilt 
Depo",",,", revoked tlui ]989 regulations atuI reinstated tilt prior policy. In order 10 rationalize tlui 

~. '/.! \ ~.:~er~J;.r:.~;~~.f;e~~~~ P!?ff~~flt~;.'f.~'!, ~~!J! ~.$!1:~..~~(~J(7J(AJ is MCUSQr'j. 

Ii', ~~,. '~':':3;'\. ":-"'rst~aiantJj~~mTni:' 't.rn::. .:":'.".I'J"'~" ~ '. !;c·....t·:: ~.),.7'. k~\ ~'~:';'l.. .,.\< 
.l.~¥;'. 	 . 

Current J.all: 
~•••• "~·W ''', '~.' .j' ',- •• " 

Section 402(0)(31) of tlui SocioJ Securlry Act rtqUires lhalllui 'income of an AFDC dependetl1 child's 
sreppareIU who lives in the same home as lhe child is counred in the monthly de/erminalion 0/ 
eligibility i'JJUl the amount 0/ assisratlCe. The SlIJIuU also requires IhoJ-lhe following disregards will 
he applied in determining the amount o/the stepparenJ's counuible incfi~.t~Li:;..: 

.,...."I~ " ..: 'l" ".'!'Jet:r.St~~.OIIt!!~!~PPI!!~!l!·SR~O~{~e~4.J!!fg,!¥~ ... ),,?, '''',. /"'(""~ ... ~l""". l._ ),,<~. "' ".", ' , • ., '"~I n'''' ~J\."., .. " ,.,,'>"",'.. _>._ " ... ,:t>, ' • ..1 \_.. 

\; .~:-~':;~':': , ':\<i~ '¥d.irJ.o11fU.}J!1t~~lJ.t'/O~ lfl.s~PJnl~i.~hi:\t~pjjq"e,J,_iiJfr~~hlr~rytiVidlJaIS who live in the 
\;U1t~.:C~'~': :1wiIie"Ii¢hb ~tt, ~9t,11I '1M ~~j~lunce ,lIlIif,~,"¥:i\I!u;I!o/ste~lN ,~I~int$ OJ dependellls for 
"~n4 '-": :"'..:' ~.:dJ: IntOrti!; li"l'a;piJ:!~", :,1711S ,disrt!kdt)f~iI.<r,~!"'I' tJui':ftale '~.~,¥ stondard amou", for 

"/"0.1,':,' ~::'~"ll/Oi~lI~ ~\o,w: ofllui ~#e.:'I#!l)gi~itlall1l?'thll:fte#.Iife,!,,~W,:P!/Ulr: Individuals nolin tilt 
;>';"\\:'1.0..«'. )\~h~il "'.. ',"'n'" U'" t'" L.·.I!t\, I, ",_~, "'S"",' '.- jO'... ,.\, .',:,' • .,..-. "'-' -_\. -!~'i.'"". . ......H u .... n. . , . 	 ." 
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(a) 

RationaJe 

4. l'l"
" 

Specifications 

(a) 

RatiQDale 

5. MISCELLANEOUS, ADMINISTRATIVE PROVISIONS 

,169, 




. .'. . 
.lor .i-e~(OrQtI.oii'jrOm ·the ~oUs't~/d ,or. Qi~rwi$t leant.s,thiu "0 .. /0$1 "to:IM household occurred. The 
· FoOd'Stomj> ruI.·(7 CFR 273.1 7j;aJ,o iJT()I!I/Ji#',/iIII,srilfe·alieJlCl:f't:om 'rtJtorlng'b<nejils jor a period 
~i'iO.gtr'ihi:n:'12manths, . 1he rUJe,.qu/r"illitii .i;;'titjlt.s'j,),:~!ioTjd:.';'. ij,tlfi'iU>us.lwld Is currently 
· ineligible,',.'l:Y" "' . , , .' , .... 

, . ." 

~' .. ' 
"., ' 

,," .. , ""' 	 r' - P" • .,,' ,," .•1 #,t ~', , .,',;: , ',I':.
• To pfoidde'c/tnm'w/th II rlltlonal and.roostsltllt poliCY I.•.the processing.ojunderpayment"
'" • ' ...... ~". ',<./ '.' "1 ''':''', •• " ' •• ~, "_ , , 

Sned&auons ",,\, .. ) ... .I' 
,.i:;,>"""" .. ,', ....... ~"'. " 


(a) 	 Amendsection402(a)(22)ilf the Soclal,'SeciritY"AcHO conform ,10 Fond Stamp law by 
requiring thel$su.ance of ageney c3UsedlindetJiaymentsto·.:urrem and former recipients for a 
period"not in ex.... · of '12 months:·:fromnli.·,ditO:~that.th"'agency leMIlS about the 

",t,t 1,t oft .,~~yment;·;~>,;' ."~'.-
''.. 	 '"," , , 

'~RMiOnlle'L\':'" ~"'. ,~ . 

slni:. ~1e1ll',!"1 ;'q>Onsiblt fofreporting chlmg.~:1n ciraiJnJtlmt:<st/wt'ajfecteiigibUity and benejits. 
II 12_nth ·IImIt'.on reniJrlng.:lostbenejirs:duII: 10 ageney:,trrorreiJiforces· positive behavior. 1he 
chlmge alSo'achleves conslnency'/letw••,,.tit<AFDCiuu!iFoOd.'StQmp UJldeqxJyment policies. 

r~,~.. :r,," . ": .',,:,' ',. 	 , 

l' '''"1'_ ~,. 4 •• , 	 " .' . '. , "I,' 
f CUrtcm LaW i',,':., . 

S<mon 4(]2(a)(22P9j tit< SIJ<UtlSecurl;yAc".qulm.'fiS: ix'C<JNIiriOll'jor, Qid and services /(J 1II!edy 
jiJInilles.. Wtth·chiktiin. o,siaJt,jIIim:lMiCh,.,."st'pnwidt:t/iat.o.Stait ageney will promptly take all 
, nectssQI'Y tttpi. W,:imim .(lJ1y-iWe~1iItto"'QJI'j, individual, WMI"U'tw,IIJ!Ii'tr receiving aid under the 
"jiJaJi.·;kc;w.ij .iU>JIIie:tN;dibYapptii~;"a'ctJOnWUi£rSUJte 1.w,Qgliinsr tit< income or resources 
"ojWlndlvlituitJDrthijimrlly,·':::;.' ". .. " 

\n.'" 	" .......".. .. 

, 

To allow Stale agencies to recover AFDC program overpaymtnls through the use 0/ a tax lmercept 
program in cooroirnuion with the IRS. A 50% 1tl4tch rate to cowr administrative costs will be 
pr()iNhi:J.'~·J·'.(J'i';'; ,: 

S,peCificJijoOs"r 	 ;.:': _ 
• ~,~ ..~ (. ,\'., •. I", ..'"",,~,~,,, \.~ '. •. :i'.w ...... ': ' . \;" J'!"';",'\/ ;,.!',.. ,~. ~~)\t """ • 

.. (a)" '.'~nd' sectlOn 402(a)(22)(b).of llie.So.ials..:umy·Actto·~t State agene",,, to coordln'te 
~;:.::~ .:,l>'~'~i~"~!':~\tO'.~je~\cepf"r:~.~:hl#>me~;Tax· ~~;!O~·:ct!f§l~ec,ti9T' ~(oUtStan~ing AFJ?C 
'~~:. 'i~~~ytp~.~~:·~~~~.~·~~~;·,~~.~f', 1f,~':<#,'~~I~~t.~P~~~~~c'~~i'~aw pnor to usmg

", , ,I· tlle:f<d<;raltal< "'t\'rcept:P!cg'."k"1Jle.taX. mtercept~ry,methOOwpuld only be used to 
"?'~\.' .ieeov'er'5)Verpayn\;ro~i,~~lt91 ~iJidu'aJs who, are' 00/1o-nger~*eiving"ai'hiiider the plan.
,,':.!\\.~., 	 .,\1:','... ' . '" ':" .'~ , • ',\1,,' " • • , ~~ .• '''." 

(b). ' The ?dministWi~• .."ti w.ouId h"e. 50% federalliiatcli;mJrir StJIio ..penses. 
\,. , . 	 , 

,
< 
. " 

~ ,''''~ \' ..... \\" '-" .... , '. . , . 
. \',I>! .. ,:,> "{;";·,t" • .. , .. ," '." , 

, ...... , '1' " , 
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