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SEC, €72, TREATHMERT OF SUPPORT OBLIGATIONS UNDER BANKRUPTCY
COLE.

{a) No Stay of Procveedings.--1l1 U.S8.C. 362(b}{2) is amended
to read as follows:

“{2) under subsection (a) of this section--

“(A) of the commencement or continuvation of a judieial
- or administrative progeeding, 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 5f the debtor, or to
establish a schedule for payment of such support
{including any arrearages); ox
*{B} of the collection of alimony, maintenance, or
support from property that is not property of the
estate;”.

{b} Streamlined Filing Progedure for Support Creditor.--11
U.8.C. 5301 is amended by adding at the end the following new
subsection:

“{e} {1} The creditor of a claim that is excepted from discharge
under section 523{a}{5) may £ile such claim by delivering to the
clerk of the bankruptey court in which a petition under this
title is pendﬁng, in person or by registered 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 reguired to make a personal
appearance before the court, .to be represented by counsel
admitted to practice in the jﬁrisdiction in whiwﬁ such court is
located, to comply with any local rules not specified pursuant to
paragraph (2}, or to pay any £iling 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 June 30, 1983~
“{A} 2 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

creditors of £iling such claims,.”,

" {c) Treatment as Preferred Unsecured Crediteor.--11 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 cléims 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, and in accordance with any payment schedule

established as described in section 362(b)(2).".
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{d) Payment Schedule in Chapter 13 Plans.~~ll U.S5.T.
1322¢a3{2) is amended by inserting before the semicolon "{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, ©r support}i™.

{ey Effective Date.--The amendments made by this section
shall become effective Qoteober 1, 1995,
SEC. 673, DENIAL OF PASSPORTS FOR NONPAYMENT OF CHILD SUPPORT,

(a) HHS Certification Procedure.--(1) Secretarial
Responsibility.~~Section 452 is amended by adding at the end the
following new subsection:

*{k) Certifications for Purpcses of Passport Restrictions.--
{1) In General,--Where the Secyetary receives a certification by
a State agency in accordance with the reguirements of section
454({28) that an individual owes arrearages 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) pursuvant to 22 U.S.C,
219.

“{2)} Limit on Liabllity.--The Secretary shall not be liable
te an individual for any action with respect to a certification

by a State agency under thisg section,”.
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{2) State CSE Agency Responsibllity.-~Section 454, as

previocusly amended by sections 601, 605, 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
paxagraph: “
"(29) provide that the State agency will have in effect
a procedure (which maf be combined with the procedure for
tax refund offset under section 464} for certifying to the

Secretary, for purposes of the procedure under section

4532{k} {cvoncerning denial of passports} determinations that
individaals owe child support arrearages of §5,000 or more,
under which procedurem- ‘

*{A) wach 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 suceh format, and
accompanied by such supporting documentation, as the

Secretary may requivre.“.



305

{b) State Department Procedure for Denial of Passports.w-
Chapter 4 of 22 U.5.¢, is amended by adding at the end the
following new section:
*§219, 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¢(X} of the Social Security Act, that an individual
owes arrearages of child support in excess of $5,000, shall
refuse £o issue & passport t¢o such individual, and may revoke,
restrict, or limit a passport issued previcusly to such
individual,
“{b} 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.”.

{b} Effective Date.~-The amendments made by this section
shall become effective October 1, 1995.

PART H ~ DEMONSTRATIONS
SEC. €81. CHILD SUPPORT ENFORCEMENT AND ASSURANCE
DEMONSTRATIONS .

{a) Demonstrations Authorized.~-(1) Initial Projects.--The
Secretaxy shall make grants to three States for demonstrations
under this section to determine the effectiveness ¢f 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.

(b3 Duration of Projects.-~{1) Total Project Period,--The
Secretary shall make grants to States for demonstrations under
this section beginning in fiscal year 1997, for periocds of from 7
to 10 years.

{2} Phasedown Period.~-Each State lmplementing a
demonstration prodect under this section shallee

{A) phase oOut activities under such demonstration
during the final two ?ears of the project; and

{B} obtain the Secretary’s approval, before the
beginning of such phasedown period, of a plan for
‘accomplishing such phasedown.

{c} Considerations in Selection of Projects.--(1} Scope.~-
Projects under this section may, but need not, be Statewide in
scope.

{2} State &dministratiaé‘wwth} Responsible State Agency.-~A
State demonstration project under this section shall be
administered either by the State agency administering the program
under title IV.D of the Social Security Bct or the State
department of rewvenue and taxation,

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

section shall include randomly assigned control groups.
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{8} Automatiocn.--The State agency described in subparagraph
(A3 shall operate {or have automated access to) the avtomated
data system required under section 454(16) of the Social Security
Act, and shall have adequate autamatéd capacity to carry out the
project under this section (including the timely distribution of
child support assurance benefits).

{¢} Eliqibiiity.«-(l} In General.-~Child support assurance
payments undexr prolects under this section shall be available
enly to children for whom paternit} and support obligations have
been established (eor 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 c¢hild}.

(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 demonstratien under this section
unlesgew

(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 grdey
certifies that the child support award would be below such
minimom 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 staﬁdard of need gstablished by the State.

{f) Benefit Amounts,--(1} Range of Benefit Levels.--States
shall have flexibility to set annual benefit levels under
demongtrations under this section, provided that (subject to the
remaining provisions of this subsection) such 1&?&13--_

"{A) are not lower than $1,500 for a family with one
Schild or $3,000 for a family with four or more children; ang
(B} are not higher than $3,000 for a family with one
' child or $4,500 for axfamily with four or more chlldren;
{2} Indexing.-~Annual benefit levels for each fiscal year

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

the Cmnsuméx Price Index.

(3) Unmatched Excess Benefits.--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 Banefité.--{l; For ?urpeses of AFDC.~~The
amount of aid cotherwise payable teo a family undexr title IV-A of
the Social Security Act shall be reduced by an amount equal to

the amount of child suppoert assurance paid to such family (ox, at
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the Secretary’s discretion, by a pexcentagé of such amount paid
specified by the Secretary). ’

(2} Pox Purposes of Other Benefit Programs.-~{A) In
General .~--Except as provided in subparagraph {B), 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.

{(Bj Deemed AFDC Eligibility.--At Sta£a option, & ¢hild (or
family) that is ineligible for aid under title IV-A of the Social
Security Act because of payments undexr a demonstration undexr 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 c¢hild
support collection from a noncustodial parent shall be considered
ordinary income for purposes of Federal and State tax liability,

{h) Work Program Option.w~-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 o States.--
(1} State Entitiement to IV-D Funding.--A State administering an
approved demonstration under this section in a calendar quarter
shall be entitled to payments £or such guarter, pursuant to

section 455 of the Social Security Act for the Federal share of
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reasonable and necessary expenditures {including expenditures for
benefit payments and for.associated administrative costs) under
such project, in an amount {subiect to paragraphs (2} and (3))
egual to--
{4} with respect to that portion of such expenditures
equal %o the reduction of expenditures under title IV-A of
the Sccial Security Act pursuant to subsectien {(g){l), a
percentayge egual to the percentage that would have been paid
if such expenditures 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 Segcretary may elect to
provide 90 percent Federal matching of a portion of expenditures
under a project under this section that would otherwise be
matched at the rate specified in paragraph {31{Aa}.
(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 D of title IV of the
Social Security Act, for purposes of carrying out demonstrations
under this section, amounts not €0 exceede-
(i) $27,000,000 for fiscal year 199%97;
(ii) $55,000,000 for fiscal year 1998;
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(1ii} $70.000,000 for each of fiscval years 1939% through
2002; and
{iv}) $55,000,000 for fiscal year 2003.

{E) Pro Rata Reductions.--The Secretary shall make pro rata
reductions in the amounts cotherwise payable to States under this
section as necessary to comply with the funding limitation
specified in subparagraph {A}.

{3) Gistribution of Child Support Collectionsg.--
Notwithstanding section 457 of the Sorial Security Act, support
payments c¢ollected from the noncustodial parent of a child
receiving (or who has received} child support asgurance payments
under this section shall be distyributed as follows:

(i)} first, amounts egual to the total support owed for
sueh month shall be pald 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 tc the Federal Government of its share of such
payments};

{3) third, from any remainder, arrearages 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.-~{1) State Evaluations.~wBach
State administering a demonstration project under this secﬁi&n
shallwm

(A} provide for ongoing and retrospective evaluation of
the project, meeting such conditions and standards as the

Becretary may reguire; and

(B} submit to the Secretary such reports (at such
times, in such format, and containing such information) as
the Secretary may require, including at least an interim
report not later than 80 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 tQea
{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 undexr title IV-A of the Social

Security Act;

{v} paternity establishment rates; and
{vii any other matters the Secretary may specify.

{2} Reports to Congress.--The Secretary shall, on the basis
of reports received from States adminilstering projects under this
sechion, make the f#lzawing reports, containing an assessment of
the effectiveness of the projects and any recommendations the
Secretary considers appropriate;

{A) an interim report, not later than six months
foliowing receipt of the interim State reports required by
subgection (¢); and

{B) Ia 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 $10,000,000 for fiscal year 1997, te remain
available until expended for payment of the cost of evaluations
by the Secretary of demonstrations under this section.

SEC. 682, SOCIAL SECURITY ACT DEMONSTRATIONS.

Section 1115{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 AND VISITATION GRANTS
SEC. $%1. CGRANTS TO STATES FOR ACCEES AND VISITATION pmgms.

{a) In General.--Part D of title IV is amended by adding at
the end the following new section: .

"GRANTS 10O 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 suopport and fapilitate absent parents’ access to and
visitation of their children, by means of activities including
mediation (both voluntary and mandatory), 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
arvangements, there are authorized to be appropriated $5,000,000
for each of fiscal years 1596 and 1957, and $10,000,000 for each
succeeding fiscal year.

“{b) Payments to States.--{1} Bach State shall be entitied
to payment under this section for each fiséal year in an amount
equal to its allotment vnder subsection (¢} for such fiscal year,
to be used for payment of 90 percent of State expenditures for
the purposes specified in subsection (a).

{Z)} Payments under this section shall be used by a étata to

supplement {and not to substitute for) expenditures by the State,
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for activities specified in subsection {(a), at a level at least
egual to the level of such expenditures foxr fiscal year 1934.

*{¢} Allotments to States.~-(1) In General , -~For purposes of
subsection {b}, each State shall be entitled (subject to
paragraph (1)) to an ameount 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 biclogical parent bears to the
total number of such children in all States.

*{2) Minimum Allotment.~-Allotments to States under
subparagraph (A) shall be'adﬁusth as necessary £o ensure that no
State is sliotted less than $50,0080 for fiscal year 18%6 or 1897,
or $100,000 for any succeeding fiscal year.

“{d} Federal Administratien,--The program under this seg¢tion
shall be administered by the Administration for Children and
Families.

"{e}) State Program Administration.-~{1} Each State may
administer the program under this section directly or through
grants to or contracts with ¢ourts, 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
regquirements established by the Secretary. '
PART J - ETFECT OF ENACTHENY
SEC. 635, EFFECTIVE DATES.
{a} In General.,~-Except as otherwise specifically provided
{but subject to subsections {b} and (¢c)})~-
{1} provisions of this title requiring enactment or
amendment of State laws under section 466 of the Act, ox
revision of $tate plans under section 454 ©f the Act, shall

be effective with respect to perlods beginning on and after

Oetober 1, 1995; and

{2} all other provisions of thig title shall become .
effactive upon enactment.

{b) Grace Period for State Law Changes.--The provisions of
thisg 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 hy 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 2eyear legislative session, each year of such
session shall be deemed to be R separate regular session of the
State legislature,

{c) Grace Pericd for State Constitutional Amendment.,--A
State shall not be found ocut of compliance with any requirement
enacted by this title If it is unable to comply without amending
the State constitution until the earlier ofw-

{1} the date one year after the effective daté of the
necessary State constitutional amendment or
{2} the date five years after enactment of this title.
SEC. €96, SEVERABILITY.

1f any provision of this title or the application thereof to
any person ¢r circumstance is held invalid, the invalidity shall
not affect other provisions or applications of this title thch
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 VI1 -« INMPROVIRG GOVERHMENT ASSISTANCE AND PREVENTING FRAUD
PART A -~ AFDC AMENDMENTS
SEC. 701, PERMANENT REQUIREMENT FOR UNEMPLOYED PARENT PROGRAM,

{a) In General.--Section 401(h} of the Family Support Act
of 1988 (terminating the reguirement that States provide benefits
to two-parent families based on the unemployment of the principal

earnerj is repealed.
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(b) Applicability to Puerto Rico, American Samoa, Guam, and

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

Act, to read as follows:

SEC.

“(2) The amendments made by this section (other than
those made by subsection (c)) 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.”.

702, STATE OPTIONS REGARDING UNEMPLOYED PARENT PROGRAM.

(a) Duration of Unemployment and Reéency-of-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) =--*.

(2) Such section is further amended--
(A) by striking out “whichever" 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 "{iiii{(I}* and inserting in lieun
thereof *{iil) when, if the State chooses to so require {and
specifies in its State plan) (Iy°°.

{b} State Option to Define "Unemployment®.~-At its option,
a State may provide aid under part A to chilé}en 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 Hea%th 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
1, 1896.

SEC 703. DEFINITION OF ESSENTIAL PERSON.

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

*{d} In order that the State may include the needs of an

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

*{1) furnishing personal services required because of
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

*(2) furnishing child care services, or care for an
incapacitated member 6f the family, that is necessary to
permit the caretaker relative --

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

outside the home, or .

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

lead to # 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 --

{1) by striking out in the matter that precedes

subparagraph (A) "but only with respect to any one or more
-Eategories of families required to report monthly to the

State agency pursuant to paragraph (14),"; and
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{2) by styriking out in each of subparagraphs (&) and

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

appropriate, in the case of families who are reguired to

report monthly to the State agency pursuant to paragraph

(14}, °.

SEC. 705. DISREGARDS OF INCOME.

{a] Student Earnings.-- (1) In General.-- Section
402¢(a3(B){A)ti) of the Act is amended by striking out “dependent
child” and all that follows and inserting in liegu therectf
“individual under age 19 who is an elementary or secondary school

student

{2} Conforming Amendments.-« Section 402{a} of the Act is
. amended-~

full~time student" in paragraph {8}{A)(vil} and inserting in

{Ay{i} by striking out *a dependent child who is a

lieu therecf "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 thereonf "such individual”, and

{B} by striking out in paragraph {18} "of a dependent
¢hild” and ingserting in lieu thereof "of an individual under
age 18",
{b) ‘Standard Earned Income Disregard Amount..« {1} Section

402{a{81(A)Y(11) of the Act is amended by striking out *"$$8* and
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inserting lieu thereof "3120, or if greater, $120 adjusted by the
CPI {as prescribed in section 406(1i})™.

{2) The amendment made by this subsection shall become
effective October 1, 199%6.

{c)} State Option to Disregard Earned Income,.ww (1) In
General.-- Section 402{a}{8){A){iv}) of the Acvt is amended to read
as follows:

"{iv} may, at its option, disregard amounts of
earned inceme in addition to those required or
permitted to be ﬁisragaréad under thils 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 (1i) of sectlon 402(a){8){B) of the Act is
repealed.

{Bi{i) Section 402(a}{37) of the Act is amended by
striking out “or because of paragraph (B)(B){ii){II)*.

(il) Section 1925¢{a) of the Act is amended by striking
out “or because of section 402{aj(B)(BI{ii}{IT}{providing
for & time-limited earned income disregard)".

{C} BSection 402{g}{1i{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 Date.-- The amendments made by this
subsection shall become effective October 1, 1996

(d) Disregard of Training Stipends.--Section
402(a)(B)(A)(v) of the Act is amended to read as follows:

*(v) shall disregard from the income of any
individual applying for or receiving aid to families

with dependent 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.~~(1) Section
402(a)(8)(A)(vi) of the Act is amended--

(A) by striking out "$50" (in two places) and

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

by the CPI (as prescribéd in section 406(i))";, and
(B) by striking out the semiceolon 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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“{1i}y PFor purposes of this part, an amount is ‘adjusted
by the ¢PI' for any month in a calendar year by multiplying
the amount involved by the ratio of-~
*{11 the Consumer Price Index {(as prepared by the
Department of Labor) for the third guarter of the

preceding calendar year, to

*(2) such Consumer Price Index for the third

guarter of calendar year 1996,

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

nearer multiple of $10.",

{f) Lump~Sum Income.-~{1} In General.-~Section 402(a}(B){A}
of the Act is amended-- |
. {1} by striking out “and* after clause (viii), and
{2} by adding after and below ¢lause {viii} the
following new clause:

"{ix) shall disregard from the income cf any
family member any amounts of income received in the
form of nonrecurring lump-sum payments;®.

{2} Repeal.--Section 402{a}{17} of the Act is repealed.
g} Educational Assistance.-- Section 462{a}{83(hi ©f the

Act is further amended by adding after and below ¢lause (ix} the

following new clause:
"{x} shall disregard all educational

assistance provided to a family member;®,
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{h) In-Kind Income.-~--Such gection is further amended by
adding after and below clause (x) the following new clause:
“{xl} 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 addmng after and bezaw

clauae (xi} the follew;ng new clause:

(xli} shall disregard any living all&wance,
chlld carve allowance, stlpend or educational
award paid under section 140 of the National and
chmanity Service Act of 1990 to a family m&mber
partzc;pat;ng in 2 national gervice program
varried out with agsistance from the Corporation
for National and Community Service:”

(5) "Fill-the-Gap” Disregards.-- {1} Such section is
further amended by adding after and below clauses (g;i} the
following new clause: |

“(xiii} way disregard, inyaédition to any other
amounts required or permitted by this paragraph, income
described in thelétate plan by type or source and by
amount, but no amount,in excess of the difference
betwasn the State’s standard of need applicable to the
family inv&lved and tie State’s péyment 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, 1596. |
SEC. 706. STEPPARENT INCOME.

{a) Section 402(a2}{31) of the Act is amended hy striking
out ”390” and mnsert;ng in 1ieu thereof “$§120" and by striking
out the samxcolon at the end and insarting iﬁ lieu thereof *, or,
at the option of the State, so much of such income as exceeds any
greatér amount or amounts as the State agency finds appropriate
to stiabgth&a family life and provide incentives to increase
earnings:®, | |

{3 The amendment made by this S@Ctlﬁn shall become

eff&ativ@ Ootober 1, 1836,

SEC. 707, INCREASE N RESQURCE I;KZ*ZI;I?‘

Section 402{aj(7}({B) of the Act is amended {(in the matter
preceding clause (i)) by str;king ont *$1000 or such lower ampunt
as the State may determine "and inserting in lieu thereof “$200%
or, in the case of a family with a member who is 60 years of age
or older, $3000", |
SEC. 708B. EXCLUSIONS FROM RESOURCES,

{&} Life Insurance.-- Section 402{a){7)(B}(il} of the Act
is amended by striking out the senmicolon at the end and inserting
in lieu thereof ", and the aash valae of life insurance

policies; .
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{b} Real Property which Must be Disposed of . ~-Section
402¢a3}{7}{B)¥{iii) of the Act is5 amended to read as follows:
*real property which the family is making a good faith effori to
dispose of at a reasonable price;*.
{c} Exclusion of Payments of the EITC.~~ Section
402{a){7){B} of the Act is amendedww
(1} by striking ocut “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 pericd”, and by striking out the
semicolon at the end and inserting in lieu thereof ”aﬁd any
. lump-sum payment of State &az‘;}&é income tax credits and any
payments described in this c¢lause shall be deemed to be
expended prior to other resources that are not excluded;”.
{d) Lump-Sum Payments for Medical Expenses or Replacement
9f Lost Resources.-- Section 402(a)(7)}(B}) of the Act iz 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 elevenw~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 ¢lause: “(vi) amounts, not to exceed $10,000 {including
interest) in total, in one or more Individual Development
Avcounts established in accordance with {(I) section 529 of the
Internal Revenue Code of 1986 by any member of & family receiving
aid to families with dependent ¢hildren, or (II) under a
demonstration project conducted under the Individual Development
Account PDemonstration Act of 1984, but 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
reaspecrt to such individual or in any month after such a month;".
{£} Rescurces for Self«Employment.~- Section 402(a)(7)(B)
of the Act is amended by adding after clause (vi) the following
new clause: “{vii} liguid and nonliquid resources that are or
will be used for the self-employment of a family member, to the
extent and under the circumstances allowed by the State agency in
accordance with regulaticns 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 (C), and
{2} by adding after and below subparagraph {C} the

fullowing new subparagraph:
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“{(Rj shall determine ineligible for aid any
family member who knowingly transfers rescurces for the
purpose of qualifying or attempting to qualify for suvech
aid for such period, 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){L) ©of the Act is amended by striking out
*an underpayment” snd inseriing in lieu thereof "an underpayment,
the corrective payment shall be made regardless of whether the
family is, at the time payment is made, receiving gurrent payment
of aid under the State plan but such payment shall not exceed the
amount necessary to corrxect for the underpayment of aid during
the twelve-month period immediately preceding the month in which
the State agency first learned of the underpayment, and".

SEC. 712. COLLECTION OF AXrpC OVERPAYMENTS FROM FEDERAL TAX
REPUNDS.

{a} Authority {0 Intercept 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 QVERPAYMENTS FROM FEDERAL TAX REFUNDS

"Sg¢. 418.{a}). Upon receiving notice from & 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--

“(l) that a State may only submit under subsection (a)
requesﬁs for collection of overpayments with respect to
“individuals () 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 tﬁa individual vhose 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 secticn
which, te 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 ¢hild support.”®.

{?} Section 6402 ¢f the Internal Revenue Code of 1986 (as
previously amended by section 662 of this Act) is further
amended=mw

(A} in subsection {a}, by striking “{c} and {d}” and
inserting “ics, {d), and {e)}”; ;
{B) by redesignating subsections {e} through {ij as
subsections (£} through {3), respectively; and
(C) by inserting after subsection {d} the following nw
subsestion:
*{g) Collection of overpayments under title IV-A of Bocial
Security Act. The am&unt of any overpayment to be refunded to the
person making the coverpayment shall be reduced (after reductions
pursuant to sub&&wtgans {c) and {d), but before a credit against
future liability for an internal revenue tax) in accordance with

section 418 of the SBoclal Security Act {concerning recovery of
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overpayments to individuals undexr State plang approved under part
A of title IV of such Act). ,

{b} Canformlng Amendment .-~ Section 5&2&{&}{8){3){1‘?}(111}
of title 5 of the United States Code is amended by striking ocut
*spetion 464 or 1137 of the Social Segurity Act” and inserting in
iieu thereof “section 419, 464, or 1137 of the Socvial Security
Act. ", ‘
$BC, 713. VERIFICATION OF STATUS OF CITIZENS AND ALIENS,

{a) In General.-=--Section 1137(d) of tha Aer is amended by
adding at the end thereof the following:

“{&) A State shall be deemed t0 meet the reguirements
of paragraph (1) with respect to the eligibilicy of each
member of a family applying for ald under the State plan
approved under part A of title IV, if the State reguires, as
a condition for such elggibility, 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 te a child born into a family receiving such aid,
such declaration must be made no later than the time of the
next redetermination of such famlly 8 ellgxhility iollawznq
the birth of such child).

{b} Effective Date,--The amendment made by subsection (a}

shall become effective upon enactment.
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SEC. T7i4. REPEAL OF REQUIREMENT T0O MARE CERTAIN SUPPLEMENTAL
PAYMENTS IN STATES PAYING LESS THAN THEIR NEEDS
BTARDARDE . .
Section 402{8){28) of the Act is repealed.
SEC. 715. CALCULATION OF 185 PERCENT OF NEED STANDARD.
Section 402{a){18} of the Act is amended by striking out
*without application of paragraph {(83{A}{viii)," and inserting
in lieu thereof “applying only the disregard provisions of
paragraph {(8){A} that appear in clauses {v}{income from a program
undegr the Job Training Partnership Act and similar programs),
{viii}(payments related to the Earmed Income Tax Credit},
{ix) {certain lump-sum payments}, {x}{educational assistance),
{xi) {(in~kind incoeme), and (xili}{certain payments under the
National and Community Service Act of 18303,7.
SBEC. 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 excesd--
“{A) $82,000,000 with respect to fiscal years
1994, 1995, and 1996, and
“{B)} $102,500,000 or, if greater, such amount
adjusted by the CPI (as prescribed in subsection {f})

for fiscal year 1997 and each fiscal year thereafter;
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“{2} for payment to the Virgin Islands shall not

exceed~-
"{A) $2,800,000 with respect to fiscal years
‘1994, 1995, and 1596, and
“(By $3,500,000 or, if greateyr, such amount
adjusted by the CPI (as prescribed in subsection {(f})
for fiscal year 1597 and each fiscal year thereafter;
and

“(3) £for payment to Guam shall not exceedw-

*{A) $3,88§,9§8 with respect to fiscal year 1934,

1985, and 19%6, and

“¢B) 84,750,000 ox, if greater, such amount
adijusted by the CPI {as prescribed in subsection (£f})),
for fiscal year 1987 and each fiscal year thereafter.”,

{b} CPI Adjustment.~-Section 1108 of the Act is amended by
adding at the end thereof the following new subsection:

*(£)} ¥or pﬁrposes of subsection (a), an amount is
*adjusted by the CPI’ for months in calendar year by
multiplying that amount by the ratio of the Consumer Price
Index as prepared by the bepartment of Labor for--

"{1) the third guarter of the preceding calendar
year, to

"(2} the third gquarter of calendar year 1996,
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and rounding the product, if not & multiple of $10,000, to
the nearer multiple of §10,000.%.
PART B -- FOOD STAMP ACT AMENDMENTS
SEC. 721. INCONSEQUENTIAL INCOME.

Section 5¢d3{2) of the Food Stamp Act of 1877 (7 U.s8.C.
2014(d}(2)) is amended to read as followSwe ‘

“{2) any inconsegquential paymentg, 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,”.

SEC. 722. EDUCATIONAL ASSISTANCE.
. Section 5 of the Food Stamp Aot of 1877 (7 U.8.C. 2014} is
amended by e

{1) striking clause (3) of subsactién (d) and insexting in

lieu thereof the following--

“{3} all educationagl assistance provided to a household

mamber, " ; B

{2}y in the proviso of clause {5} of subsection (4).
striking “and neo portion of any educatienal locan® and all that
follows through "provided for living expenses,™; and

{3} striking clause (3 of 8nbsection’(k}.

SEC, 723. EARNINGS OF STUDENTS.
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Effective on and after September 1, 1934, section S{d)(7) ©f
the Food Stamp Act of 1877 {7 U.§.C. 20614(d}{7}} is amended by~

{1} striking *"a child who is a member of the household, who -
is";: and

{2) striking *, and who is 21" and ingerting in lieu
thereof “who is 18",
SEC. 724, TRAINING STIPENDS AND ALLOWANCES:

INCOME FPROM ON-THE-JOB TRAINING PROGRAMS.
Section 5 of the Food Stamp Act of 1977 (7 U.S.C. 2014) is

amended Ly e |

{1} striking "and {16}" in subsection {4} and inserting in

lien thereof “{16}%;

{2} igserting before the period at the end of subsection
{dy ", and (17) any amount received by any member of a household
as a stipend or allowance under the Job Training Partnership Act
(29 U.8.C. 1501 et seq.) or under any cother training or similar
program®; and ‘

{(3) striking in subsection {1l) the language beginning with
‘ *under section 204(b){(131{C)" and all that follows through “19
Years mﬁlage.” and inserting in lieu therecf "shall be considered

earned income for purposes of the food stamp program. .
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SEC., 72%. EARNED INCOME TAX CREDITS.

Effective on and after September 1, 1994, the second
sentence of section B{¢1{3} of the Pood Stamp Act of 1977 (7
U.S.C., 2014{g1{3)} is amended byw-

{1y dinserting "Federal or State lump~sum® immediately
preceding “earned income tax credits”; and

{2} striking the language beginning with "if such member
was participating” and all that follows through “the 12-month
period”.

SEC. 726. RESOURCES NECESSARY FOR SELF EMPLOYMEND.

fection 5{g){3) of the Food Stamp Act of 1977 (7 U.s8.C.
2014(g}){3)) is amended by adding the following new third and
fourth sentences--

"The Secretary shall also exclude from financial resources
loans obtained for the purposes of starting or operating a
business. The Secretary may exclude from financlal resources
liguid or nonliguld resources that are or will be used for the
self employment of any member of a household to the extent and
under the circumstances allowed in regulations issued by the
Secretary after consultation with and the Secretary #f Health and

Human Services.”.
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SEC. 727. LUMP-S5UM PAYMENTS FOR MEDICAL EXPENSES OR REPLACEMENT
OF LOST RESOURCES,

Section 5(g)(3) of the Food Stamp Act of 1377 (7 U.S8.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 resocurces,

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 vost of repairing or replacing
resources of the iamiiy*“*

SEC. 728. INDIVIDUAL DEVELOPMENT ACCOUNTS.

Section S{gi{3) Qf‘the ¥ood Btamp Act of 1977

{7 U.B8.C. 2034{g){3}) as amended by this Act is further amended

by adding the following new sixth and seventh sentences--
“The Secretary shall also exclude from 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 et seqg.) by any
member of & household applying for or receiving assistance
under this Act or (B} a demonstration prodject conducted
under the Individual Development Account Demonstration Act
of 1994, but only such amounts (including interest) that

were ¢redited 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 ths 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
nonrecurring lump-sum payment received by any household
member if the household nmember represents that the payment
will be deposited in an Individual Development Account
established as described in the preceding sentence.”.
72%., CONFORMING AMENDMENT.

Section 5(d}(8) of the Food Stamp Act of 1977

(7 U.8.C. 2014(d}(8)) is amended in the proviso by inserting

"paragraph {3} cf subsection {g} of this section or” immediately

preceding *"other laws".

SEC.

PART C «w« ECONOMIC INDEPERDENCE
731. SHORT TITLE.

This title may be cited as the *Individual Development

Account Demonstration Act of 18847,

SEC.

732. DRECLARATION OF POLICY AND STATEMENT COF PURPQSE.

{a}) Declaration of Policy.~~It is the policy of the United

sStates—-

{1} to eliminate barriers that prevent recipients of

Aid to Families with Dependent Children (AFDC) from beconing
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geli-sufficient through self-employment and asset accumula-
tion; n

{2} to identify and implement cost-effective
strategies to encourage saving and entrepreneurship among
the broadest possible range of low-income families,
particnlarly families eligible for AFDC, and that have the
potential to reduce Federal spending on transfers and
services to the disadvantaged; -

(3}f to enhance private-sector oppertunities for low-
income families by eﬁabling them to use their own human and
financial resources through expansion of business invest-

ment, job creation, home ownership, and humsn capital in-

vestment; and

{4} to expand the capacity of local orgaﬁizations'tb
provide asset-related services that help people to help
themselves such a; gavings mechanisme, loan funds, technical
assistance, and entrepreneurial training.

(b} Statement of Purpose.~~The purpose of the demonstration
projects authorized under this title is te provide for a means of
determining--~

{1} the soeial, psychological, and economic effects of
providing low-income individuals the opporiunity to accumu-
late assets and develop and utilize entrepreneurial skills;

and
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(2} the extent to which an asset-bassd assistance
policy may be used to ensble individuals with low-income to
schieve aaoﬁomic self-sufficiency.
SEC, 733. INDIVIDUAL DEVELOPMENT ACCOURT DEMONSTRATION PROJECTS.
(a) In General.--Not later than one year after the date of
enactment of this Act, any State or leocal government, or any
gualified organization may apply to the Administrateor/Chairperson
of the Community Development Bank and Financial Institutions Pund
(hereinafter the Administrator/Chairperson) for & grant to
conduct individual development account demonstration projects for
eligible persons. 3
{b} Contents.--Each application shall.-
{1) describe the demonstration project;
{2} desecribe the persons who will participate in the
project;
(3} demonstrate the ability of the applicantw
{A} to assist project participants in achieving
economic self~sufficiency through the preject; and
{B} to assist project participants in develioping
greater knowledge about savings, investments, and other
financial matters;
{C3 to coversee the use 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 & gualified orgsnization, document
& commitment by the State in which the project is to be con-
ducted to provide a spscified amount of funds to the guali-
find organization for the project, and any similar commite
ment made to the gualified organization by any other non-
Federal public entity or by any private entity;

{5} contain 2 plan for maintaining data and other
information concerning assistance provided to project par-
ticipants sufficient o evaluate the project and a certifi.
cation that the applicant will fully cooperate and provide

access to all information concerning the project in connecw

tion with any evaluation of the project conducted pursuant

to subsection {1); and

{63} contaln such other information as the Administrae
tarﬁéhair may preseriba.

{cy Criteria.--In considering whether to approve an
application, the Administrator/Chairperson shall assess the
following:

{1} The degree to which the project described in the
agplicatieniis likely to aid project participants in achieve
ing economic self-sufficiency through activities requiring
gualified 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 tolthe 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 (c}.

{2) No court shall have jurisdiction to review the
approval or nonapproval of any application by the Adminis-
trator/Chairﬁerson.

(e) Demonstration Authority; Annual Grants.--

(1) Demonstration Authority.--The approval by the
Administrator of an application shall authorize the appli-
cant (hereinafter the grantee) to conduct the prqject 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
reserve fuéd that shall be used in sccordance with this
subsection.

{2} Deposits..-

{A} As soon after regeipt as is practicable, a
grantee shall deéasi@ into the reserve fundew

{1} all annual grants made by the Admin-
istrator/Chalirperson;

{il} all funds provided to the grantee by .
any non~Federal public or private entity to
conduct the demonstration project;

(iii)y all procesds from any investments made
pursuant to paragraph {(4): and

(iv) - all amounts title to which vests in the
grantee pursuant to subsection (h}{5}.

(3) Expenditures.-~A grantee shall use amounts in the
reserve fund onlywm

(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;

(C) to administer the project; and

(D) to maintain and provide information necessary
for the evaluation of the prbject pursuant to subsec-

tion (1).

(4) Accounting Standards.--The Adminiséra—
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 Qith respect to such project and
remaining investments made from amounts in the reserve fund
shall be distributed to the Administrator/Chairperson and
each non-Federél 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 intoc 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) Ih General .-« A grantee shall provide initial
financial assistance to a project participant who establishe
es an individual development account, not to exceed $500 per
participant. Such financial assistance shall be deposited
in the individual development account established b& a
project §axticipant»'

{2} Matching Contributions,--The Administra~-
ter/Chairperson or a grantee may make matching contributions
of not less than 50 cents and not more than $4 for every $1 .
dollar depesited Iinto an individual development agcount by a
project participant, not to exceed $2,500 for any proiject
participant.

{3) Limitation on Use.—-

(A} Financial assistance provided pursuant to
paragraph (1) shall not be available for use by a pro-

Ject participant until--

{1} the individual development account is
closed; and
{ii) a project partiecipant has deposited

inte the individual development account an amount
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gqual to the initial financial assistance provided

pursuant t¢ paragraph (1),

(B} ¥inancial assistance provided pursuant to
paragraph (1)} or (2} shall be used by a project partic-
ipant only for the payment of qualified expenses,

(4) Applicability of Other Law.--The provisions of
section 529 ¢of the Internal Revenue {ode of 1%8& (26 U.5.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 aceount for which
financial assistance is provided pursuant tec this subsec-
tion.

{5) Effect of Prohibited Transactions.--Xn the event
that an individoal development account ceases to be an
individual development account under the provisions of
section 52%¢wi({2) of the Interngl Revenue Code of 1388 (26
U.5.C. 528(e){23}, or any portion of an individual
development account is treated as distributed under the
provisions of section 32%(e)(3} of the Internal Revenue Code
of 1886 (26 U.S.C, 529%({e}{3}), title to all amounts in such
an acgount, or such portion of an account, attributable to
financial assistance provided pursvant to paragraph {1) or

{2} shall vest in the grantee providing financiasl assistance
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pursuant to paragraph {1} and suvuch amounts shall be paid to

such grantee.
{i} Local Control Over Demonstration. e

{1} Each grantee shall, subject t¢o the provisions of

subsection {k},‘have gole yesponsibility for the administra~

tion of demonstration projects approved by the Administraw
tor/Chairperson.

{2} The Adminlstrator/Chairperson may prescribe such
regulations as may be necessary to ensure that grantees
comply with the terms‘af approved applications and the
requirements of this section.

{3} Annual Reports.--

(1) In Genexal.~- 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 minimumew

{A) describe project participants;

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

{C) provide information on amounts deposited in

individual development accounts of projest participants

to whom such assistance 1s provided under the project;

and
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(D) such other information as the Administra-
tor/Chairperson may reguire with respect to the evalua-
tion of the projsct pursuant to subsection (l1}.

" (2) Submission.--Reports regquired 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 Governnment.-~A grantee
shall transmit & copy of each report required by paragraph
{1} to the Treasurer {or eguivalent official) of the State
in which the project is conducted at the time prescribed by
paragraph {2}.

(k) Sanctions, ==

(1) Reveocation of Demonstration Authority.-« If the
Administrator/Chairpersen determines a grantee ls not con-
ducting a demonstration project in accordance with the
approved application and the requirements of this section,
and has failled to undertake corrective action satisfactory
to the Administrator/Chairperson, the Administrae
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 by any court.

{(2) Actions Reguired Upon Revocation.,--
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{A} If the Administrator/Chairperson revokes
approval to conduct a demonstratien project pursunant to
paragraph {1}, the Administrator/Chairperson—

{i} shall suspend the project; '

{ii} shall take control ©f the reserve fund
established pursuant te¢ subsection (f) with re-
spect to such project; and

(1ii) shall seolicit applications from enti-
ties described in subsection {a} to conduct the
suspended ﬁroject in accordance with the approved
application {or under such terms and conditions as
the hdministrator may presceribe} and the require-

ments of this section.

{B} If the Administrator/Chalrperson approves an
application to conduct the suspended project, the
Administrater/Chairperson gshall transfer to the new
grantee contyol of the reserve fund established
pursuant to subsection (f) for the proiject, and such
grantee shall be considered to be the priginal grantee
for purposes of this section. The date the
Administrator/Chairperson approved the application of
the new grantee to conduct the suspended proiect shall
apply for purposes of the annual reports required by

subsection {31,
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{¢3} 1f the Administrator/Chairperson has not
approved an application to conduct a project by the
date that is one year after approval to conduct the
proiect was revoked, the Administrator/Chairperson
ghalle-
{1y terminste the project; and
{1i) 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 (£3(86}.
(1) Project Evaluations,--

(1} In General.-- Not lateér than six months after the
date of enactment of this Act, the Administraw-
tor/Chairperson, in consultation with the Secretary of the
Treasury and the Secretary of the nepa}tment of Health and
Human Services, shall enter into a contract with an indepen
dent organization (hereinafter "evaluator®) for the evalua-
tion of individual demonstration proiects conducted pursuant
to this section and the effectiveness of assistance provided
to eligible persons pursuant to thisg section.

{2} Evaluations.~« In entering into the contract
provided for in paragraph {1}, the Administrator/Chairperson

should congider providing for evaluation of—
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(A} the types of information and public education
gfforts that attract project particlipants:

{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 &am@nstratioﬁ praject,
and whether such level varies among different demow
graphic populations;

{D} whethsr project features utilizad in conjunc-
tion with individual development accounts {such as peer
support, structured planning exercises, mentoring, and
case management) contribute to participation in the
project;

(E) the level of self-sufficlency achieved by
project participants as measured by employment or self-
emplioyment rates, earned and investment infam&, exit
rates, poverty rates, and recidivism rates, particular-
ly for progrgm 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 AFDRC, food stamp
benefits, Federal child care assistange, Federal house

ing assistance, JOBS, and other benefits, taking into
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account. costs incurred by the Federal Government in
support of &amanstrati§n projects;

(6} the level of asset accumulation by project
participants as measured by savings rates, net worth,
business start-ups, human capital investments, new
homes, number of loans to low-income and AFDC eligible
families, and whether asset accumulation continued
afver a subsidy or other assistanve;

{#} the economic, psychological, and social ef-
fects of asset accumulation; and

{I} the circumstances concerning and the extent
+o which asset accumulation by project partigipants
contributes to--

(i) a greater sense of security and control
and pogsitive outlook;

{ii) greater household stability;

{iii} increased long-term planning;

{iv) increased efforts to maintain and
develop assets;

{v} greater knewledge about savings, invest-
ments, and other financial matters:

{viy increased effort and success in educa-

tional achievement within the housechold;
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{vii) increased specizlization in career
development:

{viii} improved social status;

{ix}) increased political partiecipation;

{x) increased community involvement;

{xi) Iincreased earned income;

{(xil) decreased reliance on traditional
forms of public assistance, with particular empha-
sis on food stamp benefits and AFDC; and

(xiii}l increased tendency to save during and
after the period of project participation,

{3} Methodaiagi&al Regquirement .-~ In gvaluating any
demonstratioﬁ project conducted under this section, the
evaluator should obtain such guantitative data before,
during, and after the p;ajeat, as is necesszary o gvaluate
the project and include randomly assigned control groups.
{m} Definitions.~-- A5 used in this section:

{1} Household.~~ The term “"household® means all
individoals who share use of a dwelling unit as primary
qguartexrs for living and eating separately from other indi-
viduals in the living quarters.

{2} Ret Worth.=o

{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 cobligations or debts of any
member of the household.

{B} Assets Excluded. we Net worth shall be deter-
mined without taking into agcount 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
eguity value; and

{iii) items essential for daily living, such
as clothes, furniture, and similar items of limit-
ed vﬁiaas

{3} Individual Development Account.w~ The term
*individual development accoﬁnt“ shall have the same meaning
given such term in section 529 of the Internal Revenuve Code
of 1888 (26 U.8.C. 529).

{4) Project Year.-- The term “project year™ means with
respect to a demonstration prc}ect any of the six c¢onsecu-
tive 12-month periods beginning on the date the project is
apprav?d by the Administrator.

(5) Qualified Organization.-- 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 perw
son” means any person who ig a member ¢f & household that
meets all of the following reguirements:

{R) EITC Test,-- The household has ;t least one
individual who is an eligible individual within the
meaning of section 32(c){l) of the Internal Revenue
Code of 1388 for purposes of the earned income tax
credit, |

{B) éﬁ¢am& Test.-- The household did not have
adjusted gross income (as determined pursuant to the

Internal Revenue Code of 1986) in the immediately

preceding calendar year in excess of $18,000,

{C} Net Worth Test,«« Tha net worth of the housew
hold, as of the close of the immediately preceding

calendar year, Jdid not exceed 329,600'

{(7) Qualified Expenses.~- The term “gualified
expenses" shall have the same meaning as provided in section
52%{ci{l) of the Internal Revenue Code of 1986 (26 U.5.C.
529{cii{li)}. ‘

{n} Auvthorization 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 1897,

{2) 320;000,0ﬁﬂ for each of fiscal years 1998,
1895, 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 198¢ {(relating to additional itemized deductions
for individuals} is amended by adding at the end of the following
new part: ‘

*PART VIII--INDIVIDUAL DEVELOPMENT ACCOUNTS
"SEC. 529. INDIVIDUAIL DPEVELOPMENT ACCOUNTS.

*fa} Establishment of Accounts,m«

"{l} 1In General.-- An individual development account
may be established by or on behalf of an eligible individual
for the purpose of accumunlating funds to pay the gualified
expenses of such individual.

“(2) Eligible Individual.w~ The term ‘eligible indivi-
dﬁal’ means an individual-—

“(A) for whom assistance is provided under
section 733(h) of the Individual Development Account
Demonstration Act;

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

Sgg.; Or
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"{C) receiving assistance under 7 U.S.C. 2011 et
seé.
*{b}) Limitations.=~

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

"(2) Multiple Accounts.-- If, at any time during a
calendar year, two or more individual development aEcounts
are maintained for the benefit of an eligible individual,
such individual shall be treated as an eligible individual
for such year only witﬁ respect to the account first estab-
lished.

“(5) 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 $1,000 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 Indiviéual Development Account Demonstration
Act shall be taken into account foxr 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 Contributions.w. Total
contributions to an individual development account for all
years may not exceed $10,000.

“*(c} Definitions and Sé&aiai Rul&s.§~ For the purposes of
sectione-

“{1} CQualified Bxpenses.~- In the case of an eligible
individual described in subsection {8){21{A}, the ternm
‘gqualified expenses’ means one or more of the expenses
described in subparagraphs (A)¥, (B}, (C}, 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), {C), or (D).

“{A) Post-Secondary Educatio; Expenses .-~ Post-

secondary educational expenses pald from an individuoal
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development account directly to an eiigible educational
institution. For the purposes of this subparagraph--
ML tﬁw term ‘post-secondary educational
expenses’ Means-—-

*{f} tuition and fees required for the
enrollment or attendance of a student at an
eligible educational institution;

"{11) fees, books, supplies, and eguip-
ment required for courses of instruction at
an eligible educational institution; and

"{I¥¥} & reasonabhle alliowance for
meals, lodging, transportation, and child
care, while attending an eligible educational
institution; and
*(ii) the term 'eligible educational

institution”’ mé&ns-«

*{I} an institution described in
section 481{&a}(1} or 1201(a) of the Higher
Bducation Act of 1865 (20 U.S8.C. 108B{aji{l}
or 1141(a)), as such gectiong are in effect
on the date of the enactment of this section;
and

“{II} an aréa vocational education

school {as defined in subparagraph {C) or {D)
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of section 521(4) of the Carl D. Perkins Vo~

cational aﬁﬁ Applied Technology Education Act

Amendments of 1990 (20 U.5.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.

*{B} ¥First-Home Purchase.-- Qualified acquisition

costs with respect to a qualified principal residence
for & gualified first-time homebuyer, if paid from an
individual development account directly to the persons
to whom the amounts are due. For purposes of this sub-
paragraph--

“{i) the term ‘gqualified acguisition costs’
means the costs of acquiring, constructing, or
reconstructing a residence, and includes any usual
or reasonable settlement, financing, or other
closing costs;

“{ii} the term ‘gualified principal resi-
dence’ means a principal residence {within the
meaning of section 1034), the gualified acquisi~
tion costs of which do not exceed BO percent of
the average area purchase price applicable to such
residence (determined in aceordance with para-

graphs (2} and (3) of section 143¢e));
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*"(iLi} the term ‘qualified first«time homew

buyer* means & taxpayer {and, iIf married, the tax-

payer’s spougse) whoe 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.

*{C) ‘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 sclely for gualified businesg capi«
talization expensea. Por purposes of this subparaw
graphem

“{i} the term ‘qualified business capitalization
expenses’ means qualified expenditures for the capital-
ization of a gualified business pursuant to a gualified
plan;

"(ii) the term ‘gqualified expenditures’ means
expenditures included in a gualified plan, including
capital, plant, equipment, working capital, and inven-

tory expenses;
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*{iii} the term ‘gualified business’ means any
business that does not contravene any law oxr publie
policy {as determined by the Administrator of ths
Community Development Bank and Financial Institutions
Fund);

*{iv) the term ‘gualified plan’ means a business
plan

*{¥} that is approved by a financlal
institution, or any other institution designated
ag a community development financial institution,
having demonstrated fiduciary.integrity;

“{I¥)} <that includes a description of
services or goods to be sold, a marketing plan,
and projected financial statements; and

“(III) that may regquire the eligible indi-
vidual to obtain assistance of an experienced
entrepreneurial advisor.

*{D} Transfers to IDAs of Family Memhers.--
Amounts in an individual developmant acecount may be
paid or transferred directly into ancther such account
established for the benefit of an eligible individual
whe ismm B

“{i} the taxpayer’s spouse; or



364 "I'

“(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 individqal who was aﬁ
eligible individual at the time when contributions were made
to such trust, but onlf 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 in-

sured by an instrumentality of the Federal Government.

"{C) 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 commin-
gled with other property except in a common trust fund
or commonlinvestment fund.

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

amount in the account which is attributable to assis-
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tance 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 gqualified expenses of the eligible iIndividu-
al.

"{Fi{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 Eo'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 desceribed in subsection (¢} (1){(D) 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} XIn any case where clause (i) dogs not
apply, the portion ¢f the account attributable to con-
tributions other than those provided under section
732{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 grantee
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providing assistance ﬁndar section 733{(h} of the

Individual Development Account Demonstyation Act and

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

after the date of death.

“{3} Time When Contributions Deemed Made.-- A taxpayser
shall be deemed to have made a contribution to an individual
development account on the last day of the preceding taxable
vear if the contribution is made on account of such taxable
year and is made not later than the time prescoribed by law
for filing the return for such taxable year {(not including
gxtensions thereof).

*(d} Tax Treatment of Distributions.--

*{1} In General.-- Except as otherwise provided in
this subsection, any amount paid or distributed cut 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
developnment account is used exclusively to pay the
gqualified 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 de?elopment 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.-- 1f a distribution or payment from an Iindi-
vidual development account is‘not used exclusively to
pay the gualified expenses incurred by the individual
for whose benefit the account is established, then, for
purposes of section 72, assistance contributions made
to such individual development account under section
733¢(h) of the Individual Development Account Demonstra-
tion 2Act sﬁall be treated in the same manner as earn-
ings on the gccount.
"{e) Tax Treatment of Accounts.ew

*{l) Exenmption From Tax.-- 2An individual development
account is exempt from taxation under this subtitle unless
such account has ceased to be an individoal development ac-
count by reason of paragraph (2). Notwithstanding the
preceding sentence, any such account is subject to the taxes
imposed by section 511 (relating to imposition of tax on
unrelated business income of charitable, etc. organiza-

tionsy.
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*{2) Louss of Exemption of Account Where Individual
Engages in Prohibited Transaction,--

"{A} In General.-- If the individual fer 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
4875 with respect Lo the account, the account shall
ceasée to be an individuasl development account as of the
first day of the taxable year (of the individual so
engaging iﬁRSQQh’transaatian} during which such trans-
action oceours,

“{B} Acgount ?ré&t&d 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—

| “(i) all assets in the adauunt on such first
day that'are attributable to assistance provided
‘under section 733(h)(1} and (2} of the Individual
Development Account Demonstration Act shall be
paid as provided in section 733{h}(5) of such Act;
and

*{1ii} the provisions of subsection (d){1}

shall apply as 1f there was a distribution on such

first day in an amount equal to the falr 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 individval for whose benefit an
individual development account is established, or any indi-
vidual who contributes to such account, uses the account or
any pertion thereof as security for a loan~-

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

50 used which is attributable to assistance provided

ander section‘?SB{h){l} and (2) of the Individual

Account Demonstration Act shall be pald as provided in

section 733{h}{5) of such Act; and

"{B} <the rewmaining part of the portion so used
shall be treated as distributed under the provisions of
subsection (dj(1) to the individual s8¢ using such
portion.
*(f} Additional Tax on Certain Amocunts Included in Gross
InComne . we

“{1) Distribution Hot Used for Qualified Expenses.ww
In the case of any payment or distribution that is not used
exclusively to pay gualified 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 distrie



370 .

bution is received shall be increased by an amount egual to
10 percent of the amount ¢of the distribution that is includ-
ed in the gross income ©f 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 such amount is required to be treated as a distribu-
tion under paragraph {Z) 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 reguived to be treated as & distribu~
tion and included in the gross income of such individual.

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

{2} shall not apply 1f the payment or distribution lg made
after the individual for whose benefit the individual
development account becomes disabled within the meaning of
section 72{m}{7) or dies.

*{g) Community Property Laws.~~ This section shall be
applied without regard to any community property laws,

"(h)y <Custodial Accounts.-- For purposes of this section, a
custodial account shall be treated as a trust if the aszsots of
such ﬁsaauﬁt are held by a bank {(as defined in section 408(n)) or
another person who demonstrates, 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 acgount will be consistent with the requirements of this
section, and if the custodial account would, except for the fact
that it is not a trust, constitute an individual development
account described in subsection (¢j{2). For purposes of this
title, in the case of & custodial aceount treated as a trust by
reason of the preceding sentence, the custodian of such aceagnt
shall be treated as the {rustee thereof.
“(i} Reports,--
*{1) The trust&é of an individual development acoount

established by or on behalf of an eligible individual

kd&sﬁxibed in subsection (a){2)}{(A} shall~-

*{A} ©prepare reports regarﬁing the account with
respect to contributions, distributions, and any other
matter regquired by the Administrator of the Community
Development Bank and Financial Institutions Fund under
regulations; and

*¢{B} submit such reports, at the time and in the
manner prescribed by the Administyrator of the Community
Development Bank and Pinancial Institutions Fund in
regulations, to--~

*tiy the individual for whose benefit the

account iz maintained;
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“(1i)} the organization providing assistance
to the individual under secetion 733{(h) of the
Individual Development Account Demonstration Aci;
and
"(iii} the Administrator ¢f the Community
Development Bank and Financial Institutions Fund,
“(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 reguire under forms or regulations., The reports

reguired by this subsection--
"{A} shall ke filed at such time and in such manner as
the Secretary prescribes in such forms or regulations, and
“{B) shall be furnished to individualse~
"(i} not later than January 31 of the calendar
year following -the calendar year to which such reports
relate, and
“{ii)} in such manner as the Secretary prescribes
in such forms or regulations.”.
{b} Contribution Not EBubject to the Gift Tax.-~ Ssction

2503 of the Internal Revenue Code of 1988 (26 U.8.C., 25033
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{roelating to taxable ¢gifts} is amended by adding at the end
thereof the following new subsection:

*thy Individual Development Acgounts.-- Any
contribution made by an individual to an individual
development account described in section 52%(c}{2} shall not
be treated aé # transfer of property %g yift for pérpaa&s of
this chapter,;s |
fcy Tax on Prohibited Transacticons.-~ Section 4975 of the

Internal Revenue Code of 1586 (26 U.5.C. 4875) (relating to
prohibited transactions) is amendedw~

(1) by adding at the end of subsection (c} the followe
ing new paragraph:

. *{4) Special Rule for Individual Development Ace
counts.~-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 ctherwlise be taxable under
this section) if, with respect to such transaction, the
account ceases to be an individual development account
by reason of section 529(e)(2)({A) to such account.”;

andg
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{2} in subsection (e){l}; by inserting *, an
individual development account described in section
529{ci{2}" after “section 408(a}".

{d) Information Reporting.-- Section €047 of the Internal
Revenue Code of 1986 (26 U.S.C. 663%3) (relating to information
~returns} is amended by adding at the end of subsection () the
following new sentence: "To the extent pravided by forms or
regulations prescribed by the Secretary, the provisions .of this
section shall apply to any transaction of any trust desoribed in
section 52%.“.

{e) Failure to Provide Reports on Individual Development

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

U.8.C., 6683y (relating to failure to provii:ie reports on individu- ‘
al retirement acegounts or annuities) is amendedww
(1) in the heading of such section, by inserting "OR
OR INDIVIDUAL DEVELOPMENT ACCOUNTS” after “ARNUITIESY; and
(2) by adding at the end of subsection (a) the follow-
ing new sentence: “The person reguired by section 52%(i) to
file a report regarding an individual development account a£
the time and in the manner reguired by such s&étion shall
pay a penalty of 350 for each failure, unless it is shown
that such failuvre ls due to reasonable cause.".
(£) Special Rule for Determining Amcunts of Support for

Dependent .-~ Section 15Z(b} of the Internal Revenue Code of 1988
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{26 U.5.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 52%{c}(2) used exclusively to
pay gualified expenses described in section 529{c}{1) of the
individual for whose benefit the account is gstablished
shall not be taken into account in determining support for
such individual for purposes of this section.®.

(g) <lerical Amendments,=-

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

“Part VIIY. Individual Develspment Accounts.”. ,

{2} The table of sections for subchapter B of chapter
68 of such Code is amended by amending the item relating to
section 6693 to read as follows: |

“sec. £693. failure to provide reports on indievidusl devel-

opment zocounts or annuities oy on individusal

development acoounts.”.
{h} Effective Date.-- The amendments made by this section

shall apply to contributions made after the enactment of the Act.
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PART D =~ ADVANCE *.EITC STATE DEMONSTRATIONS
SEC. 741, ADVANCE PAYMENT OF EARNED INCOME TAX CREDIT THROUGH
STATE DEMUONSTRATION PROGRAMS.

{a} In General.-- Section 3507 (relating to the advance
paymeni of the earned income tax credit) of the Internal Revenue
Code of 1986 is amended by adding at the end the following
subsection {g};

“{g)} 5tate Demonstrations.,mw

“(1) 1In General.~~ In lieu of receiving sarned income
advance amounts from an employer under subsection (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.wm
*{A}y In General.-- From among the States

submitting proposals satisfying the requirements of
subsection {(gi{3), the Secretary {in consultation with
the Secretary ¢f Health and Human Services) may
'dasignate not more than 4 State Advance Payment
Demonstrations. States selected for the demonstrations
may have, in the agygregate, no more than § percent of
the total number of household participating in the

program‘nndar 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 lé(a) of the Food Stamp
Act of 1977,

“(8) When Designation May Be Made,-- Any
designation under this paragraph shall be made no later
than Decembor 31, 1995,

*{C)} Period For ¥Which Designation Is In EBffect.--

“{i} In General.-~ Designations made under
this paragraph shall be effective for advance

earned income payments made after December 31,

1995, and_before Janvary 1, 1999,

"(il) S$pecial Rules.-—-

*(X} Revocation Q0f Designations.«~ The
Secretary may revoke the designation under
this paragraph if the Secretary determines
that the State is not complying substantially
with the pr&pnsal'described in paragraph (3)
submitted by the State.

*{II) Automatic Termination of
Designations.~~ Any failure by a State to
comply with the reporting regquirements

described in paragraphs (2}(F) and (3}{G) has
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the effect of Iimmediately terminating the
designation under this paragraph {2} and
rendering paragraph (5)(a)Y(ii) inapplicable
to subseguent payments.

{3} Proposals.-- No State may be designated under
subsection {(g){2) unless the State’s proposal for such
designatiofies=

"{A} Jidentifies the responsible State agency,
" *{B) describes how and when the advance earned
income payments wﬁll be made by that agency, including

a description of any other State or federal benefits

with which such payments will be coordinated,

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

“{D) describgs how State residents who will be
“eligible to receive advance garned income payments will
be selected, notified of the opportunity to receive
advance earned income payments from the responsible
State agency, and given the opportunity to elect to
participate in the program,

“(E) describes 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)} commits the State to furnishing to each
participating resident and to the Secretary by January
31 of each year a written statement showing--

“(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,

"{G) commits the State tg 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 income paymeﬁts-as described in subsection
(g)(5) and any repayments of excessive advance earned
income payments as described in suﬁsection {g)(6)},

*{I) commits the State to assess the devefopment
and implementation of its State Advance Paymenf
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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MES ia submitted to the Secrétary on or before
June 30, 1995, | | |
“(4) Amount:and Timing of Advance Earned Income
Payments, —--
- “{A) Amount, e~
‘“{i} In General.-- The method for
determining the amount of advance earned’incohe
payments made to each participating resident is to
conform to the full extent possible with the
provigions of subsection (c}.
S "{ily) Special Rule.-- A State may, at its
electieon, apply the rules of subsection (c1{2)(B}

by substituting ’between 60 percent and 75 percént

< of the credit percentage in effect under section
32{b){1} for an individual with the corraspandin§
number of gualifying children’ for ‘60 percent of
" the credit percentage in effect under section
32(b)y{1) for suph an:eligible indivicdual with 1
- qualifying child’ in clause (i} and ‘the same -
percentage {as applied in clause {i}}* for 60
percent’ in clause (ii).
k "{B} Timing.-- The frequency of advance earned
.income payments mayab& made on the basis of the payroll

periods of participating residents, on a single Statew
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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 Taxes5.=-

"(A)

In General.-- For purposes of this title,

advanced earned income payments during any calendar

guarter--

"(i) 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

"(III} amounts of the taxes imposed on

the State for the calendar quarter under
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section 3111 (relating to FICA employer
T taxes),
as if the State had paid to the Secretary, on the day
on which payments are made to pa}tisipating residents,
an amount egual to such payments.

*{B} Advance Payments Excead Taxes Due.ww 1f for
any calendar guarter the aggregate amount of advance
earned income payments made by the responsible State
agency under a State Advance Payment Program exceeds
the sum ¢of the aéaunts 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 ratic to such excess asg .
such advance earned income payment bears to the
aggregate amount aﬁ‘alz such advance earneé income
payments.

{6} State Repayment ¢f Excessive Advance Earned
Income FPayments.--

*{A) In General.~-~ Notwithstanding any other
provision of law, in the case of an excessive advance
earned income payment a State ghall be treated as
having deducted and withheld under section 3401

{relating to wa§a withholding}, and therefore is
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reguired to pay to the United States, the repayment
amount during the repayment calendar quarter.

*{8} 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 previocusly made to the same
participating resident during the same calendar year,
exceeds the ampunt of earned income tax credit to which
that participating resident is entitled under section
32 for that year.

"{C} Repayment Amount. The repayment amount is
equal to 30 percent of the excess of-~

- {1} excessive aﬁvanca earned ingome
_ payments made by & State during a particular
calendayr year, over
*tii) the sum of--

. *{1} 4 percent of all advance earned
in?am& payments made by the State during that
calendar year, and

*{IX} the excessive advance earned
income payments made by the State during that
calendar year that have been c¢ollected from

participating residents by the Secretary.
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“{0)} Repayment Calendar Quarter,-- The repayment
calendar guarter is the second calendar quarter of the
third calendar year after the calendar year in which an
excessive earned income paynment is made,

*{7) Definitions,-- Por purposes of this section--

"{A}) State Advance Payment Program.-- The term
‘State Advance Payment Program’ means the program
described in a proposal submitted for designation under
paragraph {1) and designated by the Secretary under
pafagraph {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 & State Advance Payment Frogram.

“{C} Advance Barned Income Payments,-- The term
‘advance earned income payments; means an amount p;id
by a responsible State agency to residents of the State
pursvpant to a State Advance Payment Program,

*{D} Participating Resident.-~ The term
‘participating resident’ means an individual whow~

*{(i) i3 a resident of a State that has in

effect a designated State Advance Payment Program.
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“¢3i) makes the election described in
paragraph (3)1(C) pursuant to guidelines prescribed
by the State,

“(iil) ecertifies to the State the number of
gqualifying children the individual has, and

“{iv} provides to the State the
certificationg and statement set forth in
subsections {b)(l), (b}{2), (b}{3}, and
{by{4){except that for purposes of this clause
(iv), the term ‘any emplover’ shall be substituted
for ‘anvther empleyer’ In subsegtion (b1(3)),
along with any other information r&qgired by the
Btate.".

(b} ‘Technical Assistance.-~ The Secretaries of Treasury and
Health and Human Serviges shall jointly ensure that technical
assistance is provided to State Advance Payment Programs and that
these programs are {igoraaaly evaluated.

(¢} Annual Reports.-- The Secretary shall issue annual
reports detailiﬂg the extent to which--~

(1) zresidents participate in the State Advance Payment

Programs,

{2) participating residents file federal and State tax

returns,
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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 (c¢), 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 1599.

‘ TITLE VIII - SELF EMPLOYMENT/MICROENTERPRISE DEMONSTRATIONS
SEC. 801. DEMONSTRATION PROGRAM TO PROVIDE SELF—EMPLbYMENT
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 inm this section referred to as the
"Administrator”}, shall, subject to the availability of
appropriations in advance for this purpose, jointly develop a
gself-employment/microenterprise demonstration program for at
least five years in length that will build on the experience of
microenterprise and self-employment programs previously carried
cut by the Federal Government and other entities. The program
shall be 2esigned-.

(1} to identify regulatory and other barriers that
prevent welfare recipi&nts 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 promi;iﬁg program models,
basad upon exigting effective practices, which have the
potential to (A) increase the number of welfare recipients
and low-income individualg who become self-sufficient or
increase self-sufficiency through self-employment and
microenterprise develmp&ent and (B} reduce Federal spending
on transfer payments and services to welfare recipients and
low«income individuals; and

{3y to demonstraté the potential foxr expanding the

capacity of local organizations to provide services,
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technical assistance and loans which help welfarxe recliplents

and low-income individuals start or expand seli-employment

or microanterprises.

(by) Use of Intermediaries.~~ To carry out such program, the
Secretary and Adﬁinistrator shall jointly enter into agreements
with local intermediaries thatww

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

{¢). Program Design.-- In order to facilitate a randomized
evaluation, as provided for in subsection (i){1) below, the
Secretary and Administrator shall identify those predominant and
effective program models currently used by existing .
intermediaries to provide sslf-smployment and related services to
law«i;cam& individuals, and shall design the demonstration
program in order to evaluate at least two distinct types of
program models with contrasting levels of technical assistance.
In designing the demonstration program, the Secretary and
Administrator shall consult with appropriate parties, such agw-

(1) state and local agencies and private, nonprofit
organizations with experience in administering self-

employment programs that serve low~income individuals; and
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{2} othexr persons with recognized expertise in conducting
randomized evaluations of self-employment programs or other
related programs,

{d} Assistance to Intermediaries.-~

{1) 1In General.-- To carry cut the program, the Secretary
and Administrator may provide the following assistance to
intermediaries selected to participate in the programmw

{3} grants for providing technical assistance to
eligible individuals, for operating costs and for costs
associated with participating in the evaluation
provided for in subsection (i3{1} below;

(B} loans guarantees; and

{C} loans. '

{2) ‘“Technical Assistance to Intermediaries.--The
Secretary and Administrator may provide grants to
intermediaries or thirdw~party technical assistance providers
for the provision of technical assistance to intermediaries
selected to participate in this program.

{33 Termination of Assistance.~- Agsistance awarded
pursuant to this section may fully fund project periods of
up Lo 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
Administrator.
(e} Selection of Intermediaries,ww

{1) 1In General.~- In determining whether to enter into an
agreement with an intermediary under this éectian, the
Secretary and Administrator shall take into considerationwe

{A} the intermediary’s record of guccess in serving
low~income individuals;

(B)Y the intermediary's record oflsacc&ss i;a
providing technical assistance or lsans to low-income
individuals for the purpose of self-employment;

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

{D} the intermediary*s ability to obtain matching
funds from private sources; and

{E} such other matters as the Secretary and
Administrator deem appropriate.

(2) Additional FPrograms.-- In addition to the
demoenstration program provided for in subsection (¢} above,
the Secretary and Administrator may select up to five
intermediaries that would employ program models that would
operate independently of the randomized evaluation provided

for in subsection (i)}(1) below, where such program models
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demonstrate promising, innovative strategles that could not

readily be evaluated by a randomized experimental design.

{£}y Eligible Individuals.~~ An individual eligible to

participate in a program cvonducted under this section is any low~

income individual or welfare recipient. The Secretary and

Administrator shall ensure that an agpxapiiata minimum percentage

of welfare recipients will participate in each demonstration

program funded under this section.

with

{g} Provisions of Agreements.-- Any agreement entered into
an intérmediary under this section shall provide thate-

{1} the intermediaxy has or will have an agreement with
the State agency responsible for administering the job
opportunities and basie skillsg training program {&s provided
for under part F of title IV of the Social Sscurity Act)
{hereinafter in this section referred ta‘as the “J0oBS™
programs) and the Work Program {(as provided under part ¢ of
title IV of such Act) such that JOBS and Work program funds
wiil be used to provide support serviges, including training
and technical assistaﬁa&; to welfare recipients who are
participating in the demonstration ércgrams funded under
this section; .

{2) the intermediary will implement a program that is

approved by the Becretary and Administrator;
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{3} the intérmediary will cooperate with any independent
evaluaﬁcr(s} %electeé pursuant to subsection (i) below; and

{4} the intermediary will meet any other obligations
regquired by the Secretary and Administrator, inciuding any
fund matching requirements,

{h} Program Administration.=--

(1} In General.-- The Secretary and Administrator shall
enter into a memorandum of ﬁﬁdérstanding for the joint
administration of the demonstration programs provided for by
this section. The designation of intermediaries to
participate in the program shall be completed no later than
12 months after the’d&te of aggropriatioﬁ of funds for this
Act.

{2} Coordination With Other Agencies.~~ The Secretary and
Administrator shall alsc coordinate and consult with the
Secretaries of the Department of Agriculture, the Department
©f Housing and Urban Development, and ‘the Department of
\Laboi, on regulatory or other reforms or coordinated efforts
by such agenéies that may further eliminate bsrriers to
self~employment and legitimize microenterprise development
by low-income indivi&uals and welfare recipients.

(i} Evaluation and ﬁepbrt‘--
{1} In General.-- The Secretary, in consultation with the

Administrator, shall conduct or provide for an evaluation of
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the effectiveness of the demonstration program provided for
in subsection {c) above and shall prepare and submit to the
Fresident and Congress a preliminary report of the
evaluation no later than three vears following the
designation of intermediaries and a £inal report no later
than seven years following su¢h designation, together with
guch 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
gavaluation, the Secretary shall consider testing forwe
. {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 ags “AFDCY),
Food Stamps and other public assistance programs;

{B} reduced costs of public support as messured by
changes in overall support payments for items such as
income maintenance, foed, c¢hild care, health care,
housing, job training and other benefits;

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

loans to welfare reciplents and low-income individuals,
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repayment rates for loans, and business performance
after welfare or other public assistance ends:

{b) the relative effectiveness, cost-to-benefit
ratio, and degree of financial self-sufficiency 0f the
different progrém models employed by the intermediaries
participating in the demonstration program; and

{E) the program’s impact and effectiveness in
gserving participants in a time-limited welfare system,
as conpared to other low-income individuals.

(2} Evaluation of Additional Programs.-—~ The Secretary,
in consultation with the Administrator, shall alsc conduct
or provide for an independent evaluation of the
effectiveness of any program models selected pursuant to
subsection {(e}y{2} above and shall prepare and submit to the
President and Congress 8 preliminary report of the
evaluation no later than three vears following the
designation of intermediaries, and s final report no later
than £ive years folloewing such designation, together with
such recommendations, including racammﬁndations for
legislation, as the Secretary and Administrator deem
agprapx}ate*

{3} Prelinminary Reports to Congress.-- The prel?minary
reports provided for in paragraphs {1) and (2) of this

subsection shall include an analysis of any regulatory or




385

other barriers that prevent welfare recipients and low-

income individuals from becoming self-sufficient through

self~employment and microentarprisa development .

(4; Regquired Information -= The Secretary may xequira
each intermediary selected puxsuanﬁ to this section teo
provide the Secretary with suah information as the Secretary
determines is necessary to carrying out the duties of this
subsegcticon.

{%) Early and Regular Information Sharing with
Intermediaries.-- The -Secretary, in consultation with the
Administrator, sha}l providé early and regular feedback and
summaries to intermediaries aalaat&data’participate pursuant
to this section of the progress of the evaluation, the data
collected during the evaluation, preliminary findings and
such other information as the Secretary deems appreopriate.
The Seﬁret&ry 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 auéheriz&d to be appropriated
to the Secretary and Administratore-

{1} §4,000,000 for fiscal year 1937,

{2} $8,000,000 for each of fiswal years 1998,
15498, 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" means an organization,
partnership, or consortium of organizations that acts as a
lender and/or as a technical assistance provider to
individualé 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 tréining, 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 AFDC.

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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"(S1{A} Each State shall be entitled t¢ payment from
the Sgoretary in an amount egual to 54 percent of the total
amounts expended under the State plan in a fiscal year as
emergency assistance to needy familles with children, but
such payment may not exceed the greater of--

*{1) such State’s share of the limitation in
subparagraph (B} for such fisesal year, or

{31y the amount paid by the Secretary with
respect to such State’s expenditures for emergency
assistance to needy families with children for fiscal

year 1591.

*{B) The limitation referred to in subparagraph (A} is
$418,000,000 for fiscal year 1935, and for fiscal year 1996
and £or each fiscal year thersafter, $418,000,000 multiplied
by the ratio of the Consumer Price Index {prepared by the
PDepartment of Labor) for the third quarter of the preceding
fiscal year to such Index for the third quarter of filgeal
year 19%4.

*{Cy For pgrposes_af this paragraph, a ’'State’s share
of the limitation in subparagraph {B)' for a fiscal year
meang-w

*{i} such State’s share of the £A portion of the

limitation {as defined in subparagraph {(D)). plus
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*¢ii) such State’'s share of the AFDC portion of
the limitaticon {as defined in subparagraph (E}} for the
fiscal year involved.
“(D) TFor the purposes of this paragraph, the EA
porticon of the limitation isww
“(iy for fiscal year 1595 and each £iscal year
thereafter, the limitation for such year, multiplied
By wm
*{I} 90 percent, minus
“4I1) .10 percentage points for each year
after 1395,
but neveyr less than zero,
"{E} For purposes of this paragraph, the AFDC portion
of the limitation is--
*{i} for {fiscal year 1985, the limitation for
such year, multiplied by 10 percent, and
“{iiy for fiscal year 1836 and each fiscal year
thereafter, the limitation for such year multiplied by-
“(I; 10 percent, plus
“{II) 10 percentage points for gach year
after 1995,
but never more than 100.

*{F} For purposes of this paragraph--
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*{i} @& 8Btate’s share of the BA portion of the
linmivation for a fiscal year is the limitation for such
yeay multiplied by the ratio of the estimated
expenditures in such State for emergency assistance to
needy families with children for guarters in fiscal
year 1994 to the sum of such estimated expenditures in
all the States for quarters in such year, and

"{3il} =& State's'share of the AFDC portion of the
Timitation for a fiscal }aar iz the limitation for such
year multiplied by the ratic of the estimated
expenditures in such State for aid to families with
dependent children for guarters in the preceding fiscal
year to the sum of such expenditures in all the States
for guarters in such preceding fiscal year,

UNIFORM ALIEN ELIGIBILITY CRITERIA FOR PUBLIC

ASSISTANCE PROGRAMS.

{a) Federal and Federally-Assisted Programs.--

{1} Program eligibility criteria, m=

{A} Aid to Families with Dependent Children.~=-
Section 402{a){33} of the Social Security Act is
amended by striking "{A) 2 c¢itizen® and all that
follows and inserting the following:

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

or
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{8} a gualified allien ({(as defined in section
1101¢ay {10}y, provided that such alien is not
disgualified from yeceiving aid under a State plan
approved under this part by or pursuant to section
210{£) or 2345a{h) of the Immigration and Nationality
Act or any other provision of law;".

{8) Supplemental Security Inéome.—-Section
1614¢aj{1)}(B3{1) of such Act is amended to read as
follows:

*(By(i) is a resiﬁant of the United States, and is
either (1) a citizen or national of the United Stétes, or

{IX) a gqualified alien (as defined in section 1101{(a){i0}},

or". ‘

{C) Mﬁdiaaig;w

{i} Section 19%03{(vi{l} of such Act is amended
to read as follows:

“{v){1l) Votwithstandinyg the preceding provisions of this
section, {A) no payment may be made to & State uadar‘this section
for medical assistance furnished to an individual who is
disqualified from receiving such assistance by or pursuant to
section 210({£f) or 243a{h} of the Immigration and Nationality Act
or any other provision of law, and (B) except as provided in
paragraph {(2), no svch payment may be made for medical assistance

furnished to an individual who is not a (i) citizen or natiocnal
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of the United States, or (ii) qualified alien {as defined in
section 1igl{aj(l0}}.".

{il} Section 1803{v}{2) of such Act is
amended by~

{I) striking "pasragraph {1}" and -
ingerting “paragraph (1}(B)"; and

{IY) striking "alien™ sach place it
appears and inserting "individual”.

41ii) Section 1%02¢{a} of such Act is amended
in the last sentence by striking "aslien” and all
that follows and inserting “individual whe is not
(A} a citizen or national ¢f the United States, or
{é} a qualified allen (as defined in segtion
1101(a}{19)} only in accordance with section
1903{v).".

(iv) Section 1902(b}{3) of such Act is
amended by inserting "or national" after
‘citizen™.

{2) pefinition of term "Qualified Allen“--Section
1101(a} of such Act is amended by adding at the end the
following new paragraph:

“(10) The term 'gqualified alien’ means an aliene-
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“(A) who is lawfully admitted for permanent
residence within the meaning of section 101(a}{20} of
the Immigration and Nationality act.;

*{B) who is admitted as & refugee pursuant to
section 207 of such Act;

*{¢) who i3 granted asylum pursuant to section 208
of such Act:

"{1} whose deportation is withheld pursuant to
section 2&3{&} of such Act;

*{E) whose deportation is suspended pursuant to
section 244 of such Act;

"{F} who is granted conditional entry pursuant to
section 203(a){7) of such Act as‘in effect prior to
Apxril 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

proviéion of such Act, provided thatew _
*¢{i) the Attorney General determines that the
continued presence 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 ‘gqgualified - alien’ for purposes of this

Act; or

(I} 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
pending;

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 étate or political
subdivision therein may prqvide.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 1101(a)(10) 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 subsettion {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. 903. ELIGIBILITY OF SPONSCORED ALIENS FOR CERTAIN PRQGRAMS:
{a} Deeming of Sganscr's Income and Resources to an Alien
Under the Supplemental Security Income, Ald to Families with
Dependent Children, and Food Stamp Programs.
{1) Length of éeéming periocd. e
{&) Making the S5 S«year pﬁriaé permanent . »-

Subsection (b} of section 7 of the Unemployment

Compensation Amendments of 1993 (Public Law 103-152) is
repealed,

(B} Increasing the AFDC period from 3 to § yeaxs;—
Section 415 of the Social Security Act is amended by
striking "three years"” each place such phrase apgaars
and inserting "5 years®,. _

{C} Increasing the Food Stamp period f£rom 3 to 5
years.,--8ection 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

sponseor receives 8SI or AFDC benefits,--
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(A} 581.~~8ection 1621(f) of the Secial Security
Act is amended by adding at the end the fo}.icwing 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 %3-66) or the %ragram cf aigd
to families with dependent children authorized by part A of title
Iv of this Act.", ;

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

{i) by redesignating paragraphs (1} through
(S) as subparagraphs {(A) through (E)},
respectively;

(ii) by striking *(f)" and inserting
TEY(1)y"; and

{ili) 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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Aot {(which includes, for purposes of this paragraph, the program
of federally administered $tate supplementary payments made
pursuant to section 1616(a) of this Act or section 212(b)} of
Public Law 93~55§‘“.
{€} Food Stamps.~-Section S{1){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:
*{ii) The provisions of this subsection shall not apply to
any alien for any month for which such alien’s sponsor receives 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 oy section 212{(b} of Public Law 93-66).°%.

(3} Inequitable circumstances, -
(A} 88I.--Section 1621 of the Social Sgcuriny Act
. is amended by adding at the end the following new
subsection:
"{g} The Secretary may, pursuant to regulations promulgated

after consultation with the Secretary of Agriculture, alter or
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suspend the application ©f this section in any case in which the
Secretary determines that such application would be ineguitable
under the circumstances.” _

{8) aFDC.-wsgmyion 415 of the Social Security Act
is amended by adding at the end the following new
subsection:

*{g} The Secretary may, pursuant teo regulations promulgated
after consultation with the Secretary Sf Agriculture, alter or
suspend the application ¢f this section in any case in which the
Seeretary determines that such application would be ineguitable
under the circumstancesn."

{€C)} Food Stamps.--8ection 5{i){Z} of the Food
Stamp Act of 1977 is amended by adding at the end the
following new subparagraph:

"{F}) The Secretary may, pursuant to regulatiocons promulgated
after consultation with the Sécretary of Bealth 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

aligng.~-Section 5(i){2}(E} of the Food Stamp Act of 1§77

{as previgcusly amended by subsection (a){2}(€)) is further

amended by adding at the end the following:
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“¢(ili) The provisions cof this subsection shall not apply
with respect to any individual for any month for which such
individual receives a benefit under the program of supplemental
security income anthorized by title XVI of the Sccial Security
Act by reason of blindness {(as determined under section
1614(n){2) of such Act} or disability {as determined under
section 1614(a} (3} of such Act), provided that such blindness or
disability commenced after the date of such individual’s
admigsion into the United States for permanent residence.”.

{5) Increase in ¥ood Stamp resource limitation,

Sectlion S{i){(2)(B){(il) of the Food Stamp Act of 1977 is

amended by striking “$1,500" and inserting "“$2,000°.

{b) Disgualification of Certain spanéarad 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.--

{1} In general.--

{A} 8S8I.--Section 1611{e} of the Social Security
Act is amended by inserting between paragraphs {33} and
{%} a new paragraph {4) as follows:

*{43{A) No individual {(other than an individual described in
section 1621{(f){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




4038
individual’s enury 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 individuoal’s entry
into the United States) executed an affidavit of support with
respect to such individual plus the adjusted gross income of such
person’s speouse and dependent children (if any) for the most
recéntly completed year for whichew
“{i}{%) a return has been filed in connection with the
taxes imposed by subtitle A of the Internal Revenue Code of
1988 by or on behalf of such person (and such person’s
spouse and dependent children, if any), or {II} no such
return is reguired by such Code to be so filed, and
"{ii) the Secretary has published the U.35. median
income for all families pursuant to subparagraph {(B)(i}{(I},
exceeds the applicable neasure of U.8. median income for all
families (determined in accordance with subparagraph (BI¢(i)y{II)}
for such year.
“{B}{i) The Secretary shall publish twice yearly in the
Federal Register a noticew
"{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, and



410
“(11} identifying the months for which each such figure
shall be deemed to be the applicable measure for the purpose
of making the determination reguired by subparagraph (A}.
“"{ii} The U.S. median income for all families 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.S5. median income for all
families foy such year shail be derived by inc¢reasing the amount
reported by the Census Bureau for the immediately preceding year
by & geraahtagé egqual to the percentage {(rounded to the nearest
one~tenth of one percent), if any, by which the Consumer Price
Index (as prepasred by the Department of Labor) for such year has
increased over such immediately preceding year.".
(B} AFDC.--Section 402{(a} of the Social Security
et is amended by-- |
{i} striking “and” at the end of paragraph
{44): ’
{ii} striking the period at the end of
paragraph {45) and inserting “; and”; and
{iii) adding at the end a new paragraph as

follows:




411

" {46) provide that an individual who is an alien may
not be considered a dependent ¢hild, a caretaker relative
whose needs are to be taken into account in making the
determination undexr paragraph (7)., or any other person whose
needs should be taken into account Iin making such a
determination with respect to the child or relative, with
respect to any month beginning after the 60th month after
such individuzl's entry into the United States if the
adjusted gross income (as defined in section 62 of the
Internal Revenue Code of 1886) of any person who (as a
sponsor of soch individual’s entry into the United States)
executed an affidavit of snpguré with respect to such
individual plus the adjusted gross income of such person’s
spouse and dependent children (if any) for the most recently
completed year for which--

*(AY{i} R return has heen filed in connection with

the taxes i&posed 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'raquir&ﬁ by such Code to be so

filed, and

*{B) the U.S5. median income f£or all families hss

been published,
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exceeds the applicable measure of U.8, median income for all

families for such year. For purposes of the preceding

gsentence, the reguirement for the publication of the 0.5

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}(B)(1i1{I}. and the "applicable
measure of U.5. median income for all families’ for any year
shall be the measure applicable for such year pursuant to
section 1611{e}{4)(B)(i3{XX).".

{C) Pood Stamps.--Section 6 of the Food Stamp Act
of*297? is amended by adding at the end a new
subsection as follows:

"{i1} 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
€2 of the Internal Revenue Code ¢of 1986) of any person who (as a
spensor of such alien’s entry into the United Staies) executed an
affidavit of support with respect to such alien plus the adjusted
gross lncome of such person’s spouse and dependent children {if

any} for the most receantly completed year for whiche-
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*{1Y(A} a return has been f£lled in connection with the
taxes imposed by subtitle A of the Internal Revenue Code of
1986 by or on behalf of such gersoﬁ {and such person’s
spouse and dependent c¢hildren, If any), or (B} no such
return is reguired by snéh Code t¢ be so filed, and
"{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. TFor purpceses 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
1613(e) (43 (B (1) (1) of the Social Security Act, and the
*applicable measure of U.8. median income for all families’ for
any year shall be the measure applicable for such yeaxlparsuant
to section 1611{e)(4;{3;(i}(11} of such aAct.”.
{2} Conforming Amendments,--
{A} Cooperation reguirement,--
{i} §8I.--Section 1621{d4i{l} of the Social
Security Act is amended in the first sentence hy=-
(Y} striking *during the period of 5
years after entry into the United Staves," ;

andg
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(II) inserting "or section 1611{e)(4)”
after “this section”.

{ii) AFDC.-~The second sentence of section
415{e){1} of the Social Security Act {(as
previously amended by subsection {(a)(1}({B} of this
section) is further amended byw-

{I) striking "during the period of §
years after his or her entry into the United
States*; and

(iI} inserting “or section 462{a)(46)°
after “this section”.

{iil) Pood Stamps.--The first sentence of

section S{1)(2){Ci{1) of the Pood Stamp Act of
1917 (as previcusly amended by subsection
{a}{1}{C) of this section) is further amended hy--
(I} striking “during the period of 5
years after entry into the United States,” ;
and
(II) inserting “or section 6{(i}" after
"this section®. ’
{8} Liability for coverpayments.,w=
{1} SSI.~-Section 162I1(e) of the Social

fecurity Act is amended by--
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{1y striking “during the period of 5
years after such alien‘s entry into the
United States,™; .

| (IIi inserting 'or section 1611(e}{4;"
after “this section“; and

(111) adding at the end the following
séntenca;b “If an individual who is an alien
subject to this subsection is naturalized as
a citizen of the United States, such
naturalization shall hgve no effect upon the
continued application of this subsection to
such individual or to such individual’s
sponsor. ™.

{1i) AYpC.-~Section 415(d) of the Social
Security Act (as previously amended by subsection
{a}{1}¢(B}} is further amended by--

{I) striking “during the period of §
vears after such alien's entry into the
United States,";

(IX) iﬁ#erting “or section 402{aj{46}:"
after “tﬁis section®; and

{(III) adding at the end the following
sentehce: “Iféan indiviéu&l 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
continued application of this subsection to
such individual or to such individual‘s
sponser.”. |
{iii} Pood Stamps.-~Section 5{1){(2}{D} of the
Food Stamp Act of 1977 {as previously amended by
subsection (a)(1}{C}} is further amended hy--
{13 striiing *during the period of 5
years after such alien’s entry into the

United States,";

{II} inserting "or section €(i}” after

“this.ﬁactian*; and
{I1II) adding a8t the end the fellowing
sentence: “If an individual who is an alien
subject ts this subparagraph is naturalized
a8 a 0;ti2ﬁﬁ of the United States, such
naturalization shall have no effect upcon the
continued application af this subparagraph to
such individual or to such individual’s
" sponsor.”.
(3) ﬁisclosuxé of tax return information.-~Segction

Bi03{13{(7)(B) ©f the Internal Revenue Code of 1986 isn
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amended by designating the existing matter as clause (i) and

adding at the end the following:

*¢{ii} The Secretary shall disclose, upon reqguest, return
information with respect te adjusted gross income (as defined in
sgction 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 Ungted
States} executed an affidavit of support with respect to such
alien and whose income is considered in connsction with
determining such alien’s eligibility for a program described in
clause (1}, (iii}, or {vi) of subparagraph (D) €0 any Federal,
State, or local agency adﬁinistering such program, but only for
the purpose of, and o 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
1€11{e}{4) or 1621 of such Act (relating to the supplemental
security income program), or section 5(i) or 6(i) of the Food
Stamp Act of 1977 (relating to the 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 o the limitations on disclosure or

redisclosure imposed by this section.™,
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{c} State‘and Local Programs,-~A State ov 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 subkdivision for any month if such alien has
been determined to be ineligible for such month for benefits
UnAey—-

(A) the program of aid to families with dapéndent
children authorized by part A of title IV of the Social
Security Act, és a result of the application of section
402¢a){48) or 415 of such Act;

{8) the program of supplemental segurity income

authorized by title XVI ¢of the Social Security Act, as a

result of the application of section 161l(e}{4}) or 1621 of
such aAct; or

{C} the Food Stamp hct of 1977, as a result of the
application of section 5({i} or 6({(i} of such Act.
{d} Effective Date.,we

{1} Except as otherwise provided in paragraph (2), the
amendments made by subsections (a) and {b) are sffective
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 %VI of the

~Social Security Act, and the program authorized by the Food
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Stamp Act of 1877, payable for months beginning after
September 30, 1994, on the basis oi--
{A) an application f£iled after such date, or
(B} an application filed on or befors such date by
or on behalf of an individual subject to the provisions
of section 1621i{aj or section 415(a} of the Social

Security Act or section 5(1)(1} ©f the Foud Stamp Act

of 1977 {as the c¢ase may be) on such date.

{2} The amendments made by clauses {(1j{III), {(Li}{IIX},
and {iii}(III}) of subsection (b)(2}(B} are effective upon
the date of enactment of this Act.

{3) Subsecticon {¢) is effective on October 1, 19%4.
904. FAMILY DAY CARE HOMES,

{a} Segtion I7{c) of the National School Lunch Act {42

U.8.€. 1766{c)) is amended w~

{1} in paragraph (1)}, by inserting "except as provided
in paragraphs {4} and {5} of this subssction.® after *For
purposes of this seetion,”;

{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 (3} of this subsection,” after “For

purposes ¢f this section,”;
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{4} by redesignating paragraph {4} as paragraph (&);
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 group day care homes
shall be $1.5050 for lunches or suppers, $.8275 for
breakfasts, and $.4475 for supplements. The reimbursenment
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 Z4-month periond for
which data are available, and on July 1 of each year,
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
reinmbursement factor under this paragraph shall be rounded
‘to the nearest cne-fourth cent.,”™,

"{S) For purposes of this section, the level two
reimbursement factor for family or group day care homes
shall be $i.26?$ for lunches or suppexs, $.5378 for
breakfasts, and §$.25 for supplements. The reimbursement
factor under this paragraph shall be adjusted on July 1,
1996, to reflect changes in the Consumer Price Index for

food away from home for the most recent Z4-month period for

I‘
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which date are available, and on July 1 of each year,
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 a;e available. The
reimbursement factor under this paragraph shall be rounded
to the nearest one-fourth cent.”.
{b) SBection 17(£)(3) ¢f the Natiocnal School Lunch Act (42
U.8.C. 1768(£3(3)) is amended--
(1) by adding after subparagraph (C} the following new
subparagraph: |
*{D} The Secretary shall make gayments, 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
organizations; for securing and providing training,
materials, avtomated data processing assistance, and
other asgistance for the staff of such sponscoring
prganizations; and for providing training and other
assistance to family or group day care haées in order
€0 assist in the implementation of the reguirements
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 peroent may be retained by

the State to carry out the purposes of this

subparagraph; ”;

{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 (B) and ({).";

(3} by redesignating subparagraphs (B), (L) and (D) (as
added by paragraph {1}) as subparagraphs (D}, (E), and (L)
respectively; -

{4) by inserting after subparagraph (A} the following

new subparagraphs:

“{B} Sponsoring organizations ¢f family or group
day care homes located in low-income ayeas shall be
reimbursed for meals or supplements served to children
in those homes at the level one relmbursement rates
established in subsection {¢}{4} of this section.

“{C} Sponsoring organizations of family or group
day care homes, except family or gyroup day carve homes
cn?ared 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 reimbursemant
rates established in subsection {¢}{35) of
this section; or

*tii1{1) for meals and supplements
served to children from households that meet
the income eligibility guidelines for free or
reduced price meals and supplements seb forih
in'saatian (b} of this Act, at the level one
reixbarsémant rates established in subsection
{cil{d) of this section; and

"(II) for meals and supplements served
to children from families who do not meet the
reqiirements of paragraph (C3{1i}{I} of this
subsection, at the level two reimbursement
rates established in subsection (¢)(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
guidelings for free or reduced price meals
and supplements set forth in section S(b} of
this Aet, at the level one yelimbursement
rates established in section {ri{d) of this

section.”;
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{5) by adding at the end of subparagraph (D) (as
redesignated by paragraph (3)) the following: "In additien,
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 feollowing new subparagraphs:

"(F) Notwithstanding subparagraph (C), reimbursement
shall not be provided for meals or supplements served to the
children of a person écting as a family or group day care
home 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).

“(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.

“(H) Sponsoring organizations of family or group day

care homes (other than those located in low-income areas)
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may recelive the level one reimbursement rates for meais and
supplementg established in subsection (c)(4) of this section
for those ¢hildren with a parent participating in the
programs established under part F or ¢ of title IV of the
Social Security Act, the at-risk child care program under
title IV of such Act, or & Federal or a State child care
program with an income eligibility limit that does not
gxgeed the income eligibility guidelines for free or reduced
price meals and supplements set forth in section 9(b) of
this act.

*{I} For purposes of this section, ‘low«income aress*®
is defined to mean “areas in which poor economic conditions
exist" as defined in Section 13{a}({1)(C) of thig Act.

"{J) TFor purposes of this section, determinations made
by the State agency which establish that a family or a group
day care home is located in a ‘low 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’,

*{X} The Secretary shall make payments, totalling not
more than $5,000,000 in each of fiscal years 1997, 1598,
1993, and 2000 to provide grants to States f£or the purpose
of providing assistance, including grants to family or group

day care home sponsoring organizations, 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. 0Of 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 recelved under this subparagraph
shall be in addition to payments which States receive under
subsection (b) of this section.”.
{cy Effective Dates.

{1) Except as prévided in paragraph {2}, the awendments
made by subsections {a) and (k) shall take effect on July 1.

19586,

{2) The amendment made by subsection (b){(1} shall take

effect on the date of enactment of this Act.
SEC. 805. STATE RETENTION OF AMOUNTS RECOVERED.

Section 16{a} of the Food Stamp Act of 1977 {7 U.8.C. 2025
{a)) is amended by striking “1995" both places it appears in the
proviso of the first sentence and inserting in both places in
lieu thereof "2004°.
SEC. S06. COMMODITY PROGRAM INCOME INELIGIBILITY. :

Notwithstanding any other provision of law, a person with
annual off-farm adjusted gross income in excess of $100,000, 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 issﬁe regulations
defining the term “"person* which shall conform, to the extent
practicable, t¢ the requlations issued in accordance with section
1001 of the Food Security Act of 1985, as amended.

SEC. 8967, AﬁEﬁDMEﬁT& RELATED TO SUPERFUND TAX EXTENSION.

{a} Extension of Termination Date,-- Paragraph {1} of
section 5%A(e) of the Internal Revenue Code of 1986 (26 U.5.C.
59A(e}{1)} is amended by striking "Januvary 1, 198%&" and inserting
“Februvary 1, 1998°%. |

{b) Adjustments to Amounts Collected.~~ Paragraph (3) of
section 4611{e} of the Internal Revenue Code of 1986 {26 U.5.C,
. 4611(e)(3)) is amended--

' {1) by striking "December 31, 1%95" and inserting

“September 30, 18%8";

(2} by striking *$11,970,000,000" each time it appears
and inserting %$15,500,000,000"; and
{3} by 5triking “January 1, 18%6" and inserting;

"October 1, 1993”. ,

{cﬁ Effective Date.-~ The amendments made by subsections
(a) and {b} shall apply to amounts eollected and amounts credited
after the date of the enactment 62 this Act,

SEC. 908. TFEDERAL RAILROAD ADMINISTRATION USER FEES.
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" Section 216 of the Federal Rallroad Safety Act of 1370 {45
U.5.C. 447) is amended—-
{1} by striking subsection {a)({32) and inserting the
fcllowing: |
{3} Fees established undey this s&ctiaﬁ ghall be
assessed to railroads subject to this chapter and shall
cover all costs incurred by the ?edéral Railyoad
Adnministration in administering this chapter, and those
laws transferred to the jurisdiction of the Secretary
of Transgertatieﬁ by subsestion {(e){1), {2}, and {6} (A)
of section 1655 of Title 49, other than activities
described in section 431{(a1(2) of this title.";

{2} by inserting before the period in subsection (¢)

*, and those laws transferred to the jurisdiction of the

Secretary of Transportation by subsection (e)(1), (2), and
(6} (A) of section 1655 of Title 49*; and
{3} by striking subsections (e) and (f).
SEC. 808. SPECIAL EARNED INCOME TAX CREDIT RULES FOR MILITARY
PERSOHNEL. '
{ai Modified Residency Requirement.-- Subparagraph {E) of
section 32{(c)(3) (defining gualifying child) of the Intérnal

Revenue Code of 1986 is amended by acdding at the end the

following sentence: “The preceding sentence does not apply

during any perilod during which the taxpayer is stationed ocutside

i’
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the United States while serving on extended active duty (as
defined in section 1034(h)(3;) with Armed Forces of the United
States.”

(b) Reporting Military Earnsed Income.-- Subsection (a) of
section 6051 treiating 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 inserting in lieu thereof ", and”, and by inserting after
paragraph (9) the following paragraph:

“*{i10} 4in the case ¢f 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}}.”.

(¢} Advance Payment of Barned Income Tax Credit. -
Paragraph (1) of section 3507(¢} (defining sarned income advance
amount) of the Internal Revenue Code of 1986 is amended by adding
at the end the following s&nﬁenca: *For purposes of subparagraph
{A} in the case of an employee who is-a member of the Armed
Forces ©f the United States, the employee’s earned income {as
defined in section 3Z2{c¢3i{2}} shall be taken inte 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, 1984,
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SEC. 910. NONRESIDENT ALIENE KOT ELIGIBLE FOR EARNEL IRCOME TAX
CREDIT.

{a} In General.-- Section 32{(c)(l) {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 Allens.-- The term

‘e¢ligible individual?’ does not include a nonresident alien

unless an election under section 6013{g} (relating to

treating a ncnrésidant 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

S8tates) 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, 19%4.

SEC. 911. EXTENSION OF CERTAIN CUSTOMS FEES.
Subsection (3j)(3) of section 13031 of the Consolidated

Omnibus Budget Recongiliation Act of 1385, as amended, (1% U.S5.C.

%8¢}, is amended to read as follows:

"{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,
cther than title VI, shall kecome effective with respect to
periods beginning on or after October 1, 1393,

{(b) *The Seératary of Health and Human Services may, upon
the regquest of a State, delay the effective date prescribed by
subsection {(a) with respect to such State upon a showing of
eircumstances beyond‘the State’s control, but such extension may
not extend beyond October 1, 19986, ’

{c) Notwithstanding any other provision of law, no State
shall be found to have failed to comply with any regquirement
imposed on such State’s programs by or pursuant to the amendments
made by titles I and IX 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
effoctive dats specified in subsection (a), or 2 years after such

later date as is approved by the Secretary pursuant to subsection

(b).
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WORK AND RESPONSIBILITY ACT
OF 1994

INTRODUCTION

It is time 1o end welfare a5 we know it and replace it with 2 system that is based on work and
responsibility-2 system that will belp people belp themselves. This legislation reinforces the
fundamental values of work, responsibility, family, and community. It rewards work over weifare,
It signals that people should oot have children until they zre ready 1o support them, and that parents~
both parents—who bring children into the world must take responsibility for supporting them. It gives
peopie access to the skills they need and expects work o raturn,  Most important, it will give pecple
back the dz,gaz:y that comes from work and Independence. The cost of the proposal to the Federal
_Governmeat is estimated at $9.3 billion over five years and is fully offset, primarily through
reductions in entitlements and without pew tax increases.

The *Work and Responsibitity Act of 1994" will replace welfare with work, Under this legisiation,
welfare will be about 2 paychsck, not a weifare cheek. Qur approach is based on 2 simple compart
designed to reinforce and reward work. Each resipient will be required o develop a personal
employability plan designed to move that individual into the workforce as quickly as possible,
Support, job training, and child care will be provided to help people move from dependence to
independence, Time limits will ensure 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 3 new culture of mutual responsibility.
It includes provisions to promote parental responsibility and emsure that both parents contribute to
their children’s weli-being. This legislation establishes the toughest child support enforcement
program ¢ver, ¢ recognizes that preventing teen pregnancy and ouvi-of-waedlock births is critical part
of welfare reform. To prevent welfare dependency, teenagers must get the message that staying in
school, postponing pregnancy, and preparing 10 work are the right things to do. The legislation also
includes: incentives direciiy tied to the performance of the welfare office; extensive efforts 10 deteet
and prevent welfare fraud; sanctions to prevent gaming of the welfare sysiem; and a broad array of
incentives that States can uge 10 encourage responsible bebavior.

The "Wuork and Responsibility Act of 1994" proposes dramatic changes in our welfare system,
changes so bold that they zannot he accomplished overnight. We phase in these changes by focusing
on young people, to send 2 clear message 10 the next gensration that we are ending welfare as we
know it. '
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JOBS, Tome LiviTs AND WORK {Title 1, Title ]

Definition: A “subsidized job” is defined as a position subsidized under either the JOBS or the
WORK program.

JOBS AND TIME LIMITS

L EFFECTIVE DATE AND DEPINITION OF PHASED-IN GROUP

Soecifications

() The effective date for the legisiation would be October 1, 1985, States could petition to delsy
imsplementation for up to one year after the sffective date {.e., until, at the latese, October 1,
1996) for circumstances beyond the control of the State IV-A agemcy (e.g., 1o weeting of
State legislature that year). States would be reguired to have the program implemented

statewide (in each political subdivision of the State where it is feasible to do $0) within two
years of initial implementation. .

(b} The phased-in group would be defined as custodial parents, including minor custodial parents,
who were born afier 1971 (in 1872 or later),

{c} States would have the option to define the phased-in group more broadly (e.g., custodial
parents bors afler 1969; born after 1971 and all first-time applicants), provided the phased-is
group included at least the population deseribed in ().

(& States would be required to apply the new rules, including the time limit, to all spplicants in
the phased-in group as of the effective date of the legislation, Recipients (parents} in the
phased-in group who ware en AFDC prior o the effective date would be subject ® the new
rules, including the time Hmit, as of their first redeterminstion following the effective date.

2. PROGRAM INTAXE

Current Law

The Family Supporr Acr requires ¢ State agency to make an initinl assessment of JOBS participants
with respect 10 employebility, skiils, prior work experience and educational, child care and supporsive
service needs,

vf. 1

At the poimt of intake, applicants would learn of rtheir specific responsibilities and expectations
regarding the JOBS program, the rwo-year time Hmit and its relarionship to JOBS participarion and
AFDC benzfits not conditioned wpon work.  Each applicant would now be required to enter into a
personal responsibility agreement with the Stue agency broadly outlining the obligations of each
party. While the personal responsibifity agreement would serve s @ general aceord, the
empioyability plen would be focused on the specific employment-relased needs of eoch applicant.
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@ ==
States must change the culture of the welfare system by changing the expecrations of both the recipient
and the State agency. This calls for modifying the mission of the welfare system beginning af the
point of intake to stress employment and access 1o needed services rather than eligibility and benefit
determination, The musual obligations of the State agency and the participant niust be spelied ouwt and

enforced. JOBS programs must continue 10 Hnk clients to services in the comnunity.
Specificali

@

)
)

)

(&)

All parents and other caretaker relatives would be required as part of the sapplica-
tion/redetermination process 1o sign a Personal Responsibility Agreement with the State JV-A
agency. The Agreement would state the overall goal of achieving maximum self-sufficiency
and would describe the general responsibilities of both the applicant and the State agency (for
the applicant, folfowing the employability plan; for the State, making available the services in
the plan). Current recipients {parsats), if they had not previously signed the Agreement,
would be required to sign the Agreement as part of the redetermination process. The
Personal Respousibility Agresment for persons in the not-phased-in group would make no
reference to the time limit,

The Personal Responsibility Agreement would not be a legal contract,

The State IV-A agency would be required to orient each applicant to the AFDC program by
providing information about the AFDC program, which would include {(among other Hems)
the mature and applicability of the two-year time limit, the JOBS participation requirsment,
the services provided under JOBS and the svailability of such servites to persons not in the
phased-in group. Each applicant in the phased-in grovp would be informed of the number of
months of cash assistance/JOBS participation for which ke or she was eligible (e.g., 24 for
first-time applicants}. The orieatation information could be provided as part of the eligibiiity
determination process or in a subsequent gne-on-one or group orientation session.  States
would be required to provide the orientation information prior o or s part of the
development of the employability plan. The information would be tmparted in the recipient’s
primary language pursuant o Federal law and regulation. Child care would be available as
veeded 10 enable an individual 10 receive the corientation information {35 under 45 CFR
255.2).

The State would bave 1o obtain confirmation in writing from cach applicant in the phased-in
group that be or she had received and undesstood the requisite orientation information.,
Recipients who were already op assistance as of the effective date of the legisiation would be
provided with the requisite orieatation information st the earliest possible date but in no event
later than at the development or revision of the employability plan {see below) or as part of
the redetermination process, whichever came first,
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3, EMPLOYARILITY PLAN .

Qurrent Law

On the basis of the assesyment described above, the State agency must develop an employability plan
for the participant. The State agency may require participans 16 eyer into a formal agreement which
specifies the participant's obligarions wnder the program and the activities and services to be provided
by the State agency. The employability plan Is not cornstdered a comrac.

Visi

The employability plan would be designed so as to help Individuals secure lasting employment as soon
er possible. Employability plans could be for less than 24 months and ray include assignment,
through JOBS, to work programs such as On-the-Job Training, Work Supplementation and CWEF.

Specificai

{z) The State agency would be required to complete the assessment and employability plan (for
new recipientsy within 90 days from the earliest date for which payment was made. For
recipients on assistance s 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 employabilicy plan would be developed jointly by the State agency and the recipient. In
designing the employability plan, the agency and the recipient would consider, among other
elements, the months of eligibility (for JOBS participation/AFDC benefits pot contingant upon
work; see DERINITION OF THE TiME LT below) remaining for that recipient if that
recipism were subject to ths tire limit).

{c} An employability plan would be required for all JOBS participants, including those not in the
phassd-in group {2.g2., volunteers). Ewmployability plans would also be developed, when
sppropriate, for persons who were deferred from JOBS participation.

() The employability plan for persons required to participate in JOBS would inchude an expecied
tims frame for achieving seifesufficiency and the activities intended 1 sssist the participant in
obtaining employment within that time period. The tme frame would, in the case of many
JOBS participants, be shorter than 24 months. For pewssons who were deferred, an
employability plan could detall the activities needed to remove the obstacles 1o JOBS
participation (sce helow),

{e) Amend section 482()(1}{A) by adding “titeracy” after the word "skills.”

) The State agency would provide that if the recipient and the State agency stff 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 employes trained w mediate
these disputes would intervene o provide further advocacy, counseling or negotiation support.

{g To resolve disputes fregarding the employability plan) not setled by the intervention in {f), a
State could elect one or more of the following processes:
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i, Permit the agency w establish an internal review board to arbitrate disputes,
This board would have the final say. The Secretary would establish
regulations for such boards. .

iR Permit agencies to employ mediation using wrained personnel, rather than
arbitration, to resolve the dispute. HHS would be responsible for providing
technical assistance 1o States that wished to use mediation.

ili. Allow the recipient a fair hearing contesting whether the State agency had
followed the established process for developing the employability plan. A fair
hearing could be the exclusive remedy or could be allowed in addition to the
procadure in {i) or (ii). .

" Persons who refused to sign or otherwise agree 1o the employability plan after the completion
of the procass described above would be subject to sanction, curable by agresing © the plan
In the event of an adverse ruling at a fair hearing concerning the employability plan, the
individea! would pot have the right to a second fair hearing prior to imposition-of the sanction
for continued refussl w .spree t such plan,

4. DEFERRALS

Current Law

States must require non-exempt AFDC reciplents to participate in the JOBS program to the extent that
resources are avaifoble. Exemprions under the current JOBS program are for those recipients who
are ill, incapacitated, or of advanced age; needed in the home because of the Hiness or Incapacity of
another jomily member; the carctaker of @ child under age 3 f{or, at Stete option, under age 1)
employed 30 or more hours per veeky @ dependent child under uge I6 or attending an educational
program full time; women in the second and third imester of pregnancy; and residing in an orea
where the program Is not evaliable. The parent of & child under age 8 (but older than the age for an
exemption) who Is personally providing care for the child may be required 1o participate only if
participution does not exceed 20 hours per week and necessary child care Is guaranteed. For AFDC-
UP fumilies, she exemprion due wo the age of a child | may be applied 10 only one parent, or 1o neither
parers if child care is guaranteed.

. Visi

Under the new provisions, a much greater percentage of AFDC reciplemts would' be required 10
participate i JOBS. Single-purent and two-parent families would be treated similarly under the new
JOBS sysiem.  Persons not yer ready jor participation in JOBS would be deferred, remporarily in
many cases, from such porticipation. The State agency would, when oppropriate, assist such
individuals In filing for Supplemental Security Income (381) or Disability Insurance (D). Some of the
criteria for deferral are bused on cwrrent regulations concerning exemptions, bur in o number of
instances the definition s tightened significantly.

Rationalg

In order 1 change the culture of welfare, # is necessary to maximize participation in the JOBS
program. It is also critical to ansure that ail welfare reciplents wha are able 10 participare in JOBS
have such services made avallable 1o them by the Stazes. The deferral policy does, however, give

¥
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Stazes the flexibility 1o consider differences in the obility ro work and to participare in education and
training acriviries in determining whether to require an individual 1o enter the JOBS program.

Specifications

®)

o

©

&)

(e)

Adult recipients {sea Teen Parents below for treatment of minor castodial parents) who were
not able to work or ;zarzz::zpm in education or waining activities {e.g., due to care of 2
disabled child) could be deferred ¢ither prior to or after entry into the JOBS program (or after
eptry into the WORK program; see WORK specifications below). For example, if an
individeal became seriously ill afler entering the JOBS program, he or she would then be
deferred.

The State agency would be required to make an initial determination with respect 10 deferral
prior to or as part of the development of the employability plan, since the determinstion
would in turn affect the contemt of the employability plan. A recipient who was required o
participate in JOBS rather than deferred could request 2 fair hearing focusing on whether the
individoal meets one of the deferral ¢riteria (see below). The time frame for completion of
the employability plan {sec above) would be waived in instances of a dispute comterning
deferral from IOBS,

Persons who were deferred from JOBS would be expected when possible w engage in
activities intended to prepare them for employment and/or the JOBS program.  An
employability plan for a deferred recipient could detail the steps, such as referral o a
vocational rehabilitation program or arranging for an appropriate day care or school setting
for a child with a disability, neaded to enable the adult 0 enter the JOBS pwgrzm andior find

employment.

Regipients not likely to gver participate in the JOBS program {(e.g., those of advanced age)
would not be expected 1o engage in activities tw prepare for JOBS participation, An
employability plan for such 2 person might include steps intended to, for example, improve
the family’s health status or housing situation. For individuals who were expecied to enter
the JOBS program shortly (e.g., mothers of young children), services could be provided to
address any outstanding barriers to successful participation in JOBS (e.g., amanging for child
care),

States could provide program services to deferred individuals, using JOBS funds, but would
net be required to de $0.  Likewise, States could provide child care or other supportive
services 1o persons who were deferred, but would not be required 10 do so—-there would be no
child ¢are guarantee for individualy in the deferred status. Persons who were deferred would
not be subject o sanction for failure o participate in activities, In other words, in order to
actually require an individual o participate in an activity, 2 State would have to classify the
individual as JOBS-mandatory (except with respect 1o participation in substance abuse

- freatment; sze SUBSTANCE ABUSE AND DEFERRAL FROM JOBS ¢r WORK below).

Persons who were deferred would not be subject to the time limit, i.e., months in which 3
recipient was in deferred status would not count against the two-year limit,
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®)
(k)
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The criteria for deferral from JOBS would be the following:

i
(1} Is & parent of a child under age one, provided the child were pot conceived
while the parent was on assistance. A parent of z child conceived while on
assistance would be deferred for 2 twelve-week period following the birth of
the child {consistent with the Family and Medical Leave Act).
{Under current Iaw, a parent of 2 ¢hild under age three, under age one al State optios,
is exempted from JOBS panticipation, and no distinction is made according to whether
of not the parent was on assistance whea the child was conceived)

{2y s il or incapacitated, when ¥ is cartified by a licensed physician, psychologist
or mental health professional (from a list of sech pmfess’mnais approved by
the State) that the illness or incapachiating condition is serious enough to
prevent, at least temporarily, entry into employment or training;

(3)  Is 60 years of age or older;

4) Is peeded in the home becauss asother member of the household requires the
individual’s presence due o illoess or incapacity as determined by a licensed
physician, psychologist or meotal health professional (from 2 list of such
professionals approved by the Stute), and no other appropriate member of the
household is available 10 provide the needed care;

{3}  Is in the third trimestzr of pregnancy; or .
(Under current law and regulations, pregoant women are exempted from JOBS
participation for both the second and third trimesters)

{6} Lives in a remote ares. An individual would be considered remote if a round
trip of more than twe hours by reasomably available public or private
transportation would be required for 2 normal work or training day. 1f the
normal eound-trip commutiog time in the ares i more than 2 hours, the
round-trip commuting time could not exceed generally accepted standards for
the ares.

(Same as current regulations, CFR 250.30))

Only one parent in an AFDC-UP family could be deferrad under 1)

Each State would be permitted to defer from JOBS for good cause, as determined by the
State, a number of persons up to a fixed percentage of the total number of persons in the
phased-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
wmeeting the deferral criteria defined in (f). Good cause could include substantial barriers
employmént-for example, a severe learning disability or serigus emotional instability., The
pereentage cap on such deferrals would be set, in statute, ot 5% through FY 99 and 10%
thereafter. A State would be sble, in the event of extraordinary circumstances, 10 apply to the
Secretary to increass the percentage cap on good cause placements. The Secretary would be
required to respond to such regquests in a timely manner (time frame o be established by
regulation).
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{3 The Secretary would develop and wansmit o Congress, by a specified date, recommendations
regarding the level of the cap on good cause deferrals; the Secretary could recommend that
the cap be raised, fowered or mainiained at ten percent.

() The State agency would be required 10 reevaluate the status of persoss in deferred status at
such time as the condition is expected to terminate (if the condition Is expected to be
temporary) but no less frequently than at cach semianoual assessment (see SEMIANNUAL
ASSESSMENT below) 10 determine if the individual should remain in deferced status or should
enter (or re-enter) the JOBS or WORK programs,

k) Recipients who met one (or more) of the deferral criteria would be permitted w volunteer for
the JOBS program, subject to available Federal resourses (see JOBS PARTICIPATION below),
Such 3 volunteer JOBS participant would in general be freated as other JOBS participants
except that he or she would not be subject to sanction or to the time limit. These volunteers
would be distinct from voluntsers from the not-phased-in group (see JOBS PARTICIPATION
helow), who could at State option be subjected o the time Thmit.

)] A State agency would be required 1o promptly inform a recipient of any change in his or ber
status with respect to JOBS participation and/or the time limit {2.g., movement from the
deferred starus into the JOBS 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 Hmit would be
eligible for AFDC benefits, Such individuals would be treated exactly the same as persons
deferred from the JOBS program before reaching the time limit, except that if the condition
necessitating deferral ended, they would enter or re-enter the WORK program, rather than the
JOBS program. Adult recipienss 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 Deresral FrROM JOBS o WORK

Lurrent Law

Current law does nat specifically merrion substance abuse, Under JOBS regulutions, e recipient
whase only acrivity is alcohol or drug meanment would not be cowned rwoward a Siaze's parricipation
rate. Alcohol or drug treatment may, however, be provided as a supportive service using J0BS funds
shouid ¢ State chovse to do so. Oregon currently has o waiver that permits the JOBS program o
require participarion in substance abuse diagnostle, counseling, and treapmen: programs if they are
determined to be necessary for self-sufficiency.

Vic:

States would be given flexibility to require recipients they determine 1o br unable to engage in
employment or maining because of a substance abuse problem so participate in substance abuse
treament while in the deferred status.  Sancrions may be impo:ed Jur non-paniiciparion in subsiance
abuse treatment pmvfded that both treatmen: and supportive services, including child care, are made
available,




Work ard Reppondbility Act of 1904
Rationale
States report (on an anecdotal basis) substance abuse as a problem they encounter in their JOBS
populations. It is a barrier to self-syfficiency for a number of AFDC recipients who will require
treatment If they are to successfully participate in employment or training activities. It Is estimated
that approximately 4.5% of AFDC recipients have substance abuse problems sufficiently debllitating to

preclude immediate participation in employment or training activities. Nearly one-third of these have
participated in some form of alcohol or drug treatment in the past year.

Specificai

(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
status.

(b) Sanctions, equivalent to JOBS sanctions, may be levied for nbn-participation in treatment,
provided such treatment is available at no cost to the recipient.

© Child care and/or other supportive services must be made available to an individual required
to participate in substance abuse treatment.

(1)) Provisions concerning the semiannual reassessment apply to deferred persons participating in
substance abuse treatment as described in this sectioa.

(e) States may also require individuals in JOBS to participate in substance abuse treatrment (in
conjunction with another JOBS activity or activities) as part of the employability plan.

6. DEFINITION OF THE TIME LIMIT

Current Law

Some States (those which did not have an AFDC-UP program in place as of September 26, 1988) are
perminted to place a type of time limit on participation in the AFDC-UP program, restricting
eligibility for AFDC-UP to as few as 6 months in any 13-month period (Section 407(b)). Thirteen
states presently impose time limits on AFDC-UP eligibility. Under current law, however, no other
type of time limits may be placed on participation in the AFDC program.

Visi

Most of the people who enter the welfare system do not stay on AFDC for many consecutive years. It
is much more common for recipients 10 move in and out of the welfare system, staying a relatively
brief period each time. Two out of every three persons who enter the welfare system leave within two
years and fewer than one in ten spends five consecutive years on AFDC. Half of those who leave
welfare return within two years, and three of every four return at some point in the future. Most
recipients use the AFDC program not as a permanent alternative 10 work, but as temporary assistance
during times of economic difficulty.

While persons who remain on AFDC for long periods at a time represent only a modest percentage of
all peaple who ever enter the system, however, they represent a high proportion of those on welfare at
any given time, Although many face very serious barriers to employmen:, including physical
disabilities, others are able to work but are not moving in the direction of self-sufficiency. Most long-



term recipiemts are noi on a track roward obtaining employment that would encble them 10 leave .
AFDC, :

The proposal would establisk, for adult recipients who were nor deferred, @ cumidative time fimit of
rwo years on the recelpt of AFDC benefits not contingent upon work, with extensions 10 the time limit
10 be gramted under cersoln clreumstances. Months in which an individual was deferred would nor
count against the fdme Hmit, Individuals who have left welfare for extended periods of rime would be
eligible for a cushion of a few months of AFDC benefits.

The rwo-year time limit Is part of the overall effort to Shift the focus of the welfare system from
disbursing funds 1o promuting self-sufficiency through work. This time limit gives both the recipient
and the welfare agency @ structure that necessitates steady progress in the direction of employment
and economic independence. As discussed in the WORK specificarions below. reciplents who reach
the rwo-year time limis withowt finding an wisubsidized job would be offered publicly subsidized jobs
to enabie them to support thelr families,

Specificati

(a) The time limit would be a limit of 24 on the cumulative number of months of AFDC benefits

an adult {parent) could receive before being required to participate in the WORK program

{see Teen Parsnts for wreatment of young custodial parems). In other words, the 24 months

would begin with the initial AFDC payment {or with the first payment following redetermina-

tion, in the case of persons ou AFDC prior to the effective date of the legislation). Months in

_ which an individual was receiving assistance but was deferred rather than in JOBS would not
count against the 24-month time limil {Se¢ DEFERRAL above).

b} The 24-month time clock would not begin to run until a custodial parent’s 18th birthday. In
other words, monthy of receipt as 2 custodial parent before the age of 18 would not be
counted against the time Hmit,

& A record of the sumber of months of eligibility remaining would be kept for each individual
subject 10 the time limit, Non-parent caretaker relatives would not be subject to the time
timit.

) The State agency would be required 10 advise each recipient subiect to the time limit 88 10 the
mumber of months of eligibility remaining for bim or her no less frequently than onge every
six months (see SEMIANNUAL ASSESSMENT below). In addition, the State agency would be
required 1o contact and schedule 2 meeting with any recipient who was approaching the 24+
month time intt at least 90 days prior o the end of the 24 months {see TRANSITION TO
WOoRR/WORK below).

7. AFDC-UP FaMILIES AND THE TIME LiMiT

Spegifieations

{a} In an AFDC-UP family, 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. If one parent in an AFDC-UP family were deferred, that

parent would not be subject to the time lmit-months in deferred status would pot count
against that individual’s 24-month limit. The other pareat, however, would still be subject o
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the time ligiit, A deferral of one parent in sn AFDC-UP family would not count against the
cap on deferral for good cause.

If one parent had reached the time limit and the other had not, the parent who had reached the
time Jimit would be required 1o enter the WORK program. If the paent who had reachad the
limit declined to participate in the WORK program, that parent’s peeds would no longer be
congidered in calculating the faroily’s grant. His or her income and resources would sull be
taken into account, The family would still be eligible for the remainder of the benefi
{essentially, the other parent and the children’s portion) until the other parent reached the two-
year Timit.

If 2 parent in an AFDC-UP family reached the time limit but declined 1o enter the WORK
program, the needs of that individual would (as above) not be waken into eccount in
calculating the AFDC benefit, If such & parent subsequently reversed course and entered the
WORK program, he or she would be considered part of the assistance unit for the purpose of
determining any supplemental AFDC benefit and would also be eligible' for a WORK
assignment. As discussed in the WORK specifications below, 2 State would not be required to
provide WORK assignments to both parents in an AFDC-UP family.

Months in which a parent in a8 AFDC-UP family met the minimum work standard would not
oount against that parent’s time Hmit, I the combined hours of work for both parents were
equal 10 an average of 30 or more per week (up 10 40 at State option), neither parent would
be subject t0 the time Hmit {$e¢ MiNIMUM WORK STANDARD).

If one of the two parems in an AFDC-UP family were sanctioned under the WORK program
or under JOBS for refusing to accept an unsubsidized job, the sanctions described below (see
SANCTIONS/PENALTIES) apply, regardless of the status of the second parent.

With respect to the phase-in, both parents in an AFDC-UP family would be considered
subject to the new rules if either parent were in the phased-in group. If the parents in 2ap
AFDC-UP family subject to the new rules subsequently separated, both would still be subject
to the new rules,

States which placed separate limits on AFDC-UP eligibility {e.g., 6 months in any 13-month
period) would not be perminted to apply the two-year time limit or any related provisions o
AFDC-UP familiss. In these States, ail AFDC-UP families would be treated as part of the
not-phased-in group,

TEEN PARENTS

Persons under 18 are not ready 1o be independert and should generaily be in school., Under the
propesed low, minor parents would nor be allowed 1o set up independery households. They would
receive case managemen: and be expected 1o remain in school. A teen parent’s time clock would not
begin to run until he or she turned 18 (and could establish an independent howsehold),

11
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{a) States would be required to provide case management services to all cusiodial parents under
20,

b} All custodial parents umder 20 who had pot completed high school or the equivalent would be
required to participate in the JOBS program, with education as the presumed activity. The
24-month time clock, however, would not begis 10 run untll 2 custodial parent turned 18, In
other words, months of receipt as & custodial parent before the age of 18 would not be
counted against the time limit,

{) Custodial parents under 20 who bad not completed high schodl or the equivalent and who bad
2 child under one would be reguired to participate in JOBS a5 soon as the child reached
twelve weeks of age.  States would be permitted to defer custodial parents under 20 in the
event of 4 serious Hiness or other condition which precluded school attendance,

) Custodial parenis who were eligible for and receiving services under the Individuals with
Disabifities Education Act would receive an automatic extension up to age 22 if needed 10
compiete high school. These extensions would not be counted against the 2ap on extensions.

9. JOBS Services

Corrent Law

A runge of services and activiriey must be offered by Swates under the current JOBS program, but
Stares are not required to implement JOBS uniformly in all paris of the State and JOBS programs vary
widely emong States. The services which must be provided as part of a State's JOBS program are the
Joliowing: educational activides, including high school end eguivelens educarion, basic and remedial
. education, and education for persons with limited English proficiency, job skills training; job
readiness activities; job development and job placement; and supportive services to the extent that
these services are necessary for participation in JOBS. Supportive services include child care,
rramsporiazion and other work-related supporiive services, States must also offer, in addition 1o the
aforementioned services, at leust 2 of the following services: group end individual job search, on-the.
Job training (OJ1), work supplementation programs and community work experience programs.

Visi

The definition of satisfacrory participaiion in the JOBS program would be broadened to include
additional activities that ore necessary for individuals 10 achieve self-sifficiency, States would
continue to have broad latitude in determining which services were provided under JOBS. Greater
emphasis, however, would be placed on job search activities, to promote work and employment,
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Up-Front Job Search
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Al adult pew recipients in the phased-in group (and minor parents who had completed bigh
school) whe were judged job-ready would be required o perform job search from the date
assistance began. Job ready would be in general defined as baving either non-pegligible work
experience, or a high 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 the deferral criteria, A formal determination as o

deferral, bowever, would not be required at this point.

States would have the option of requiring all job-ready pew recipients, including those in the
not-phased-in group, o perform up-front job search. . States would also be permitted o
require job search from the date of application (as vnder current law, this requirement could
oot be used as a reason for & delay in making the eligibility determination or issuing the
payment}. :

The permissible period of initial job search would be extended from § weeks 10 12,

Other Provisions Concerning JOBS Services

{d)

®

®

®

()

G

@

States would be required 1o include job search among the JOBS services offered.

Clarify the rules 5o as to Hmit job search {35 the exclusive activity, Le., not in conjunction
with other services) to 4 months in any 12-moath period, The up<front job search (described
above) and the 45-90 days of Job search required immediately before the end of the two-ysar
time limit (see TRANSITION TO WORK/WORK below) would both be coumted against the 4
month Hmit,

Amend section 482(d)(IMAXIME by replacing "basic and remedial education 1o achieve 2
basic literacy level” with "employment-oriented education 1o achieve Iteracy levels needed for
economic self-sufficiency,”

Self-employment programs, including microenterprise training and activities, would be added
to the list of optional JOBS activities.

Increase the limit on Federal reimbursement for work suppleméntation program expenditures
from the current ceiling, which is essentially based on a maximum length of participation In a
work suppiementation program of 9 months, to a level based ou a2 maximum jength of
participation of 12 months.

Change the nondisplacement language to permit work supplementation participants to be
assigned 1o unfilled vacancies in the private sector, provided such placements did not violate
the other nondisplacement provisions in current law.

ARernative Work Experience would be limited 10 90 days within any 12-month period.

The State plan would be required 1o include 2 description of efforts to be undertaken to

encoursge the training and placement of women and girls in vontraditional employment,
including steps o increase the awareness of such training and placement opportunities.

13
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States would be required to indicate in the State plan whether and how they will make
training as <hild care providers available to participants.

The State plan would imclude procedures to ensure that, to the exient possible, {exiernal)
service providers promptly notify the State agency in the event of mnwmpizamc by 2 JOBS
participant, e.g., failure 1o attend a JOBS activity.

Amend the language in Social Security Act section 483(a)(1) which requires that there be
coordination between JTPA, JOBS and education programs available in the State
specifically require coordination with the Adult Education Act and Carl D. Perkins Vocational
Educational Act.

Where no appropriate review were made {¢.g., by an interagency board), the Swte council on
vocational education and the State advisory council on adult education would review the State
JOBS plan and submit comments to the Governor.

The agency administering the JOBS and WORK program would be prohibited by regulation
from referring participamis to, contracting with or otherwise making IV-F or IV-G funds
avgilable to 3 provider of education and training services if such institution were disqualified
feom participation in & program voder Tide IV of the Higher Education Act or under the
Reemployment Act. A State would be provided, by regulation, the option of applying the
altermative eligibility prossdure established ynder the Reemployment Act to potential providers
of JOBS or WORK services.

MM, WORK STANDARD

Specificati

{a)

)
)
@)

(&)

The minimum work standard would be an average of 20 hours of (unsubsidized) work per
week during the month, with 3 Siate option © increase to up to an average of 30 hours per
week,  States would also have the option to set different minimum work standards for
different subgroups {e.g., mothers of children under 6), provided that the standard for each
subgroup were ot Jeast 20 and no more than 30 bours per week,

Mombs In which an individual met the mindmum work standard would not count against the
time limit, Io an AFDC.UP fumily, if one parent met the minimum work standard, he or she
would not be subject o the time limit, Months in which the combined hours of both parents
equaled or exceeded 30 (vp W 40 at Staie option) would not count against the time Hmis for
sither parent,

An individeal who had not reached the time limit and was meeting the minimum work
standard would be counted ag a JOBS participant (se¢ JORS PARTICIPATION below),

A person who had reached the time limit but was mesting the minimum work standard would
be eligible for supplemental AFDC benefits, if otherwise gligible for AFDC {see EARNINGS
SUPPLEMENTATION below).

& State would be required to offer 3 WORK assignment to an individual working in an

unsubsidized job for » number of hours less than the mininim work standard (provided the
person were otherwise eligible for the WORK program; e.g., met income and 1esource tesis),

14
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The WORK assignment would be structured, to the extent possible, not to interfere with the
unsubsidized employment,

|l

f Persons meeting the minimum work standard 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 prohibited from reducing the number of
hours worked with the intent of receiving additional benefits,

11.  JOBS PARTICIPATION
Current Law
| .

Under the Family Support Act of 1988, which created the JOBS program, minimum JOBS
participation standards (the percentage of the non-exempt AFDC caseload participating in JOBS at a
point in time) were established for fiscal years 1990 through 1995. States face a reduced Federal
match rate [f those standards are not met. In FY 1993 States were required 10 ensure that ar least
11% of the non-exempt caseload in the State was participating in JOBS (in an average month). The
standard increased to 15% for FY 1994 and will rise to 20% for FY 1995. There are no standards
specified for the fiscal years after FY 1995. Individuals who are scheduled for an average of 20
hours of JOBS activities per week and attend for at least 75% of the scheduled hours are countable
for participation rate purposes. States are required to meet separate, higher participation standards
Jor principal earners in AFDC-UP families. For FY 1994, a number of AFDC-UP parents equal to
40 percent of all AFDC-UP principal earners are required to participate in work activities for at least

16 hours per week. The standard rises to 50 percent for FY 1995 60 percent for FY 1996 and 75
percent for each of the fiscal years 1997 and 1998,

Visi

To transform the welfare system from an income support system into a work support system, the JOBS
program must be expanded significantly.  This substantial increase in the number of JOBS
participants would be phased in over time, i

Specificati

(a) The JOBS program targeting requirements would be eliminated. The separate AFDC-UP
participation standards in current law would remain in place.

() 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.

() 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 defined by the Higher 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,

15
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(d} The definition of JORS participation would be broadened to include working in jobs that met
the minimum work standard {ses above),

(e) The broadened definition of participadon would include panicipation in 2 structursd
microenterprise program. As above, satisfactory participation in such & microenterprise
program would meet the JOBS participation requirement, even if the scheduled hours per
week were fewer than 20,

JOBS Participation for the Not-Phased-In Group
Specificai

1 A Siate would be required to continue providing services to a person already participating in
JOBS s of the effective date, consistent with the employability plan in place as of that date,

&) States would be given substantial flexibility regarding JOBS services for persons not in the
Federally-defined phased-in group (custodial parents born after 1971), as discussed below:

i A State would be required to serve volunteers from the not-pbased-in group w the
extent that Federal JOBS funding was available {1.e., the State had not drawn dows its
full JOBS aliotment), States would bave the option of subjecting such JOBS
volunteers o the time limit. A State would be required to describe in the Siate plan
its policy 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 ERFECTIVE DATE AND DERINITION OF THE PHASED-IN
Grour above). In addition, a State could require recipients who were not in s
phased-in group to participate in JOBS, but could not apply the time Hmit to such
JOBS-mandatory persous (as opposed to volunteers sbove), ln other words, a State
that defined the phased-in group as pareats born after 1969 could require a person
born in 1968 to participate in JOBS, and sanction such an individual for failure
eomply, but that person would not be subject o the time limit. An lndividual in
sither the phased-in or the not-phased-in groups who met one of the deferral eriteria
could not be required to participate in JOBS.

12, JORS Funnmg

Comrent Law

Under current law, the copped entittemen: for JOBS is distributed according w the number of adult
reciplents in a State, relutive to the nonber in all States. Siare expenditures on JOBS are currently
maiched ar three different rates.  States receive Federal matching funds. up to the Stuue's 1087 WIN
allocation, ar a 90 percert Federal march rate.  Expenditures above the amount reimbursable at 90
percent qre reimbursed at SO percent, in the case of spending on administrative and work-related
supportive service costs, end ot the higher of 60 percent or FMAP In the case of the cost of full-time
JOBS program staff anmd other program expenditures {epart from spending on child care, which does
not count againyt the JOBY capped allormeny and is matched &f FMAP), The JOBS entiviement
(Federal funding) is capped a¢ 31,1 Billion for FY 94, 31.3 billion for FY 25, and 31 billion for FY 96
and each subsequent fiscal year,
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The capped entitlement for JOBS would be allocated according to the average monthly
number of adult recipients {which would include WORK pammpams} in the State relative to
the number in all Swzes {similar 1o current law).

The JOBS capped entitlement (Federal) would be set at $1.75 billion for FY 1996 (8300
million of which would be designated for the Secretary’s Fund; see below), $1.7 billion for
FY 1997, $1.8 billion for FY 1998 and $1.9 billion for fiscal years 1999 through 2004. For
fiscal year 2005 and each fiscal year thereafter, the level of the cap would be set at $1.9
billion adiusted for inflation using the Consumer Price Index,

The Federal match rate (for each State) for all JOBS expenditures under the proposed law
would be set at the following levels: FMAP plus five percentage points, with a floor of 65
percent, for fiscal years 1996 and 1997; at FMAP plus seven percentage 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 a floor of 70 percent, for FY
2000 and each fiscal year thereafier, Spending for direct program costs, for administrative
costs and for the costs of transportation and other work-redated supportive services {apart from
child care) would all be matched at this single rate, The current law hold harmless provision,
under which expenditures up to 2 cerain level gre maiched at 90 percent, would be
eliminated. The enhanced match rate would become effective upon statewide implementation
of the new legislation, Statewide for this purpose would be defined as a number of persons
subjest 10 the time limit that equaled or exceeded 90% of the Faderally-defined phased-in
group, The pumerator 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 bomn after
1971, A State would be eligible for the eshanced match rate prior to reaching the 90 percent
fevel i 1t bad in place an approved plan for achieving, within two years of inital
pmplementation, that tarpet,

To qualify for the eshanced nuatch rate, a State’s total spending (State share) for JOBS,
WORK {matchable from the WORK capped entitfement) and for IV-A, Transitional and At
Risk Child Care for a fiscal year would have to squal or exceed the State’s total spending for
JOBS and for IV-A, Traasitional and At-Risk Child Care for Fiscal Year 1994 but could in no
event be less than the total of such spending for Fiscal Year 1993,

If a State did pot gualify for the eshanced meatch rate by meeting the requirements in {¢) and
{d) above, its Federal match rate for JOBS and WORK {WORK operational costs) for the
fiscal year in question would be reduced to a rate equal o the higher of FMAP and 60
percent {for all JOBS speading) and its Pedera]l mateh rate for spending on the child care
programs for that fiscal year would be redueed 10 FMAP,

A State would be perminted, beginning in FY 97, to reallocate an amount up to 10% of its
combined JOBS and WORK allotments (WORK allotment from the capped entitlement} from
its JORBS program to its WORK program and vice versa, The amount transferred could not
exceed the aliotment for the program from which the transfer was made.
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EXAMPLE:

A Suate with s $35 miltion JOBS alistment and a §6 million alictent froms the WORK capped eatitlement (see WORK
FUxDING below) can sllocate $5.1 million from JOBS 1o WORK or vice varsa.  The Seale findi thet epending on the
IOBS progoam b nunaing higher than sxpecied and 3o it op 1o malicoate SGO0OK) from WORK & JOBS. The Rz
can now draw down up 10 35.6 million, raher than 35 wmiliion, in Fodersl funding for JOBS sxpaditures. On the
other hand, the Stolr san now yeceive only 354 million in Feders! matching funds, a2 WDRE match mic {copped
cntiticment}, far spending oo WORK coats. .

I the States did not clalm gzl availabie Federal JOBS and WORK funding {(WORK capped
entitlement} for a fiscal year, 2 State could draw down Federal funds for JOBS and/or WORK
in excess of its allotments. The additional Federal funding would be drawn from the
unobligated balance JOBS and WORK money not spent by other States). A State would have
to draw dowa fts full allocations for both JOBS and WORK o be able to draw down unspent

funds beyond these allotments {for spending on either program). This would require

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:

During FY 99, seven Stales spand o0 JOBS snd WORK st » lovel that would draw down Feders) funding in cxcess of
their alictmengs.  The FY 99 JOBS wnd WORK alloiments for the soven States tofal $100 million, bat the level of
State match sortributad For the two progrume would eoable the seven to draw down 3110 million ia Federsl funds,
sbsent the Lrdiations on Sale allocations, for » diffrcnce of $10 miltion. The total sroount of wobligsiest JOBS and
WORK funding for FY 99 fhamd oo Saiee’ dewwing down JOBS end WORK funding suly up 1o the Jovel of thelr
alotmeras} s 37 million. Esch of the soven Rates would roocive 70 coats for each dollar of Fadess] fnding it could
poientially have drewn down boyond Ow lovel of 2 JOBS and WORK aliotments,  Steie A, which would have dmawn
down an sdditional $1 milion In Foderal funding sbove its sllocations, I the abserce of any Undistions, would
roceive $700,000 in sdditionsl Peders] funding. I the emount of unoblipetsd JOBS and WORK funding exeseded
$10 million, the seven Suass would recdive the full $10 million in eddizisnk] Fedred funding,

If the rate of total unemployment in a State for a fiscal year egualed or exceeded the (total
unemployment rate} trigger for extended unemployment compensation (currently 6.5 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 fiscal years, the State match rate for
JOBS, WORK and At-Risk Child Care for that fiscal year would be reduced by ten percent
{not by ten percentage points; ¢.g., from 30 percent to 27 pereent, not from 30 percent o 20
percent). The adjusiment to the match rate would become effective only if the State obligated
sufficient funding to draw down its full atlotments for JOBS, WORK and At-Risk Child Care
at the pre-adjustment maich rate. The State could then, as described sbove, draw down
unspent JOBS and WORK funds 21 the higher mateh eate.

EXAMPLE: : :

Baie A obligates sufficiont funding io draw down s oll allocations for JOBS, WORK snd ARk Chilg Dare & the
pro-adjustiment match rales.  The Stale asich sde for JOBS and WORK ie 25%, the sal Salc contritksiion to boih
prograens s §1 million and ite toksd Fedess! sliotment for both progrums i §3 million. If the unemployment e in
St A far the fuscal yoar sxceedad the trigger Jevel (deacribed shove}, the Saic maich rate would be rediced from
5w 1S perecnt. Statc A oould thets potentislly dosw down sn edditional 3450000 (53.45 eiliion ebaus 33
millien) in Fedomi funds. Referring to the sxample sbove, the 3450,000 would be placed n the pool with the $10
mulion the seven alorocmentioned Siaies could potentisliy deaw down beyond the level of their sliotowents, I e
uncbligated balance Jor the fiscsl yoar were sufficient, State A would receive the full $450,000 and the seven other
States would reczive the full 310 millioa. I meX, cach of the cight Satea would reccive & pro-mted smount (e.g., 65
cents on the dollar).

The capped entitlement for JOBS for a fiscal year would rise by 2.5 percent if the average

mationa) tota] unemployment rate for the last two quaners of the previous fiscal year or the
first two quarters of that fiscal year squaled 7 perceat. For each tenth of 2 percentage poim
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by which the national unemployment rate for either of those two-quarier periads excesded 7
percent, the cap would be increased by an additioaal .25 percent. For exampls, if the
unemplayment rate for the lagt two quaniers of the preceding fiscal year were 8.1 percent, the
JOBS cap for the fiscal vear would be increased by & total of 5,25 percent (2.5 percent for
reaching 7 percent plus an additional 2.95 percent for the 1.1 percentage poinis over 7).
Each State's allounent would increase accordingly.

In other words, a determination would be made at the beginning and in the middle of the
Federal fiscal year as to whether the JOBS cap should be increased (h.e., whether the
unemployment trigger level had been reached). If the cap were increased at the beginning of
the year, #n adjustment would not also be mude at the middie of the year.

The same provision would apply 1o the capped entitfement for WORK {(as deseribed below)
and to At-Risk Child Care. '

Funding for teen case management (se¢ TEEN PARENTS above) would be provided not as a
set-aside, but as additional dollars within the JOBS capped entitiement.

SEMIANNUAL ASSESSMENT |

Soecifica

{0}

®

14,

The State agency would be required, on at Jeast z semiznnual basis, o conduct a review of

the empioyability plan for both JOBS participants and for deferred persons who had an
employability plan in place, to evaluate progress toward achieving the goals in the plan, This
assessinent, which wounld be done in person, could be integrated with the annual AFDC
eligibility redetermination. Persons in deferred status found 0 be ready for panticipation in
employment and training could be assigned to the JOBS program following the assessment,
Conversely, persons in the JOBS program discovered 10 be {acing very serious obstacles 1o
participation could be deferred.  Other revisions to the employability plan would be made a5
needed. '

The assessment would entail an evaluation of the extent to which the State was providing the
services called for in the employability plan, In instances in which the State was found not to
be delivering the specified education, training andfor supportive services, the agency would be
required 10 take steps to ensure that the services would be delivered from that point forward,

¥

TRANSITION TO WORK/WORK

Specifications

()

(b}

Persons would be required to engage in job search during a period of pot less than 45 days
(up 0 90 days, at State option) before taking 3 WORK assignment. The employability plan
would be modified aceordingly. In most cases, the job search would be performed during tie
4390 days immediately preceding the end of the time limit.

The State agency would be required to schedule 3 meeting with any recipient approaching the
end of the 24-month time Limit at least 90 days in advance of that individual’s reaching the
limit, The State agency would, as part of the 80-day assessment, evaluate the recipient’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 (3ee EXTENSIONS
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below). The State agency would be required to inform the recipient, both in writing and at
the face-to-face meeting, of the consequences of reaching the time limit—the need 1o register
for the WORK program in order to be eligible for further suppart, in the form of 2 WORK
assignment. Recipients would also be spprised of the requirement to engage in job search for
the final 45-90 days and of the State’s extension policy.

States would have the option of providing an additional month of AFDC benefits to
individuals who found employment just a5 their -eligibility for AFDC benefis/IOBS
participation ended, if necessary to tide them over until the first paycheck,

The State agency would notify the recipient, either by phone or in writing, of the purpose and
need for the 90-day mesting, and the State agency would be required to make additional
attempts at notification if the recipient failed to appear.

For persons re-entering the JOBS program {including those previously assigned deferred) with
fewer than six months of eligibility remaining, the developmentirevision of the employability
plan could be considered the 90-day meeting, if the requisite information were provided a
that point. In the case of an individual re-entering with fewer than 90 days of eligibility, the
meeting would be beld #t the earliest possible date.

The semiannual assessment could be treated as the 90-day meeting, provided it fell within the
final six months of eligibllity. Conversely, the 90-day assessment would mest the
requirsment for an semiannual assessment,

~ Worker Support |

@

i5.

)

States would be en&mraged to use JOBS or WORK funds (from the capped WORK
allocation; see below), to provide services designed to belp persons who had Jeft the JOBS or
WORK programs for employment keep those jobs,

Services could include case management, work-related supportive services, and job search and
job placement assistance for former recipients who had lost their jobs, Case management
could entail assistance with money management, mediation between employer and employes
and 2id in applying for advance paymenes of the EITC. Work-related supportive services
could include payments for licensing or certification fees, clothing or uniforms, 2ulo repair or
other transporiation expenses and emergency child care expenses,

EXTENSIONS
E

Sustes would be requirid © grant extensions 1o persons who reached the time limit without
having had adequate access to the services specified in the employability 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 prant an extension equal to the number of
months nsaded to compicte the activities in the employsbility plan {(up to a lmit of 24
months). States would be mandated to take the results of the semiannual assessment(s) into
account in determining if services were delivered satisfactorily. If an extengion were granted
on the grounds of inadequate service delivery, the employability plan could be revised, a5
appropriate, at that point. Disagreements about revisions 16 the plan would be subject 1o the
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same dispute resolution and sanctioning procedures as was the initial development of the plan.

If the State agency and zhe recipient disagreed mth re,spect 10 whether services were
substantially provided and hence as to whether the recipient was entitled 10 an exiension, the
State agency would be mandated to inform the recipient of her or his right to a fair hearing on
the issue. Al haarings would be held prior to the end of the individual’s 24 months of
eligibility.

In 8 fair hearing regarding a recipient’s claim that he or she was entitled © an extension dve
1o State fallure o make availzble the services in the employability plan, the Sitare would have
to show what services were provided. A recipient would be entitled 1 an extension if the
hearing officer found thal the recipient was unable to complete the elements of the
employability plan because services, including necessary supportive serviges, were not

. available for a significast 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).

Persons enrolled in a structured learning program (including, but not limited to, those created
under the School-w-Work Opportunities Act) would be granted an exteasion up to age 22 for
compietion of such a program, A structured learning program would be defined a5 2 program
that begins at the secondary school level and continues into 3 post-secondary program and s
designed to Iead 10 3 degrse and/or recogaized skills certificate. Such extensions would not
CoLRt against the ¢ap on extensions {see below).

States would also be permitted, but not required, to grant extensions of the time limit under
the circumstances listed below, up to 10% of all adults ahd minor parents required to partici-
pate in JOBS and subject to the time limit. Extensions due to State failure to deliver services,
as discussed zbove, would be counted against the cap, A State would, however, be required
10 grant an extension if services were pot provided, regardiess of whether the Stie was above
or below the 10% cap.

£

{H For compietion of a GED program {extension limited 10 12 months),

{2 For completion of a certificate-granting training program or educational
activity, inciuding post-secondary education or a structured microenierprise
program expecied to enhance employasbility or ingome.  Extensions o
complete a two or four-year college degree would be conditioned on
simultaneouns participation in a work-study program, or other pasrt-time work
{for at ieast an average 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 t0 24
tmoniths),

& In cases of persons who are learning disabled, iliiterate or who face language
barriers or other substantial obstacles 10 employment. This would include &
person with a sericus learning disability whose employability plan 10 date has
been designed to address that impediment and who consequently has not yet
obtained the job skills training needed to sscure employment (extension not
iimited in duration}.
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‘The State agency would be required to set a duration for each extension granted, sufficient to,
for example, finish a training program already underway or, in the event of a State failure w0
provide services, to complete the activities in the employability plan.

States would be required to continue providing supportive services as peeded 10 persons who
had receivad sxsensions of the time limit.

A State would be permitted, in the event of extraordinary circomstances, o 2pply to the
Secratary to have its cap on extensions raised. The Secretary would be required 0 make a
timely response to such reguests (see DEFERRAL above).

The Secretary would develop and wansmit to Congress (see DEFERRAL sbove), by a gpecified
date, recomisendations regarding the level of the cap on extensions; the Secretary could, as
mentioned above, recommend that the ¢ap be raised, lowered or maintained af ten percent,

QUALIFYING FOR ADDITIONAL MONTHS OF ELIGIBLITY

Specificai

(a)

®)

©

Persons who had left AFDC. .with fewer thas six months of eligibilty for AFDC

 beacfits/JOBS participation remaining would gqualify for a limited number of addittonal

months of eligibility, to serve as a cushion. An individual in this category (fewer than 6
months of etigibility remaining) would qualify for one additional month of eligibility for every
four months during which the individual did 5ot receive AFDC and was not in the WORK
program, up to a lmit of six wonths of eligibility at any time.

Persons who left the WORK program would ziso be able to qualify for up t0 6 months of
eligibility for AFDC beaefits/JOBS participation, just as described in (&),

Individuals re-entering the AFDC program would be subject 10 the up-from job search
requirement, as described sbhove under JOBS ServicEs,
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Current law

By stange JOBS must be edministered by the IV-A agency. State IV-A ggencies moy delegate 10 or
consract felther through financial or non-financial agreemazs} with other envities such as JTPA to
provide a broad range of JOBS services. The IV-4 agency must retain overall responsibility for the
progrom {including program design, policy-making, establishing program paricipation requirements)
and any acrions that involve individuals (including determinaiion of exemption status, determination of
good cause, application of sanctions, and fair hearings).

HHSIACF makes grants 1o the IV-A agency based on the allocotion formula ewslined in the sigtute and
holds the IV-A agency accownable for meeting participation and target group expenditure
requiremenss as well as submitiing all necessary program and financial reports.

Visi

JOBS and WORK would be administered by the IV-A agency unless the Governor designates another
entity to administer the programs. If the Governor designares an agency other than the IV-A agency
to adminiszer JOBS/WORK, then any plan or other documers submined to HHS 10 operate the
progroms would be jointly submitied by the administering entity and the IV-A agency.

Based on the Governor's designation, HHS/ACF would maoke gronts to the administering ensity and
hold that entity responsible for submining program ard financial reports and meeting appropriate
performance standards.

in a Siate that elects 10 operate one-stop career centers, JOBS/WORK wuid be required components
of the one-slop career centers,

11, QOVERALL ADMINISTRATION
s vﬁ -
(a) JOBS and WORK must be administered by the same State enthty.

{t)  The Governor may designate the agency to administer JOBS/WORK, 1In the shsence of the
designation of another agency, the IV-A agency would administer JOBS/WORK.

(©)  The Governor would determine whether the State had a State-wide one-stop carzer center
systemi. That determination would be made at jeast every two years. If the Governor
determined that the Siate had such 2 system, the JOBS/WORK program would participate in
the operation of the one-stop career centers. The Governor would make one-stop career
center services available 1o the participants in the JOBS/WORK components,

{d} If the Governor designated an entity other than the IV-A agency, then that agency and the IV-
A sgency would have {0 enter inlo 3 written agreement outlining their respective roles in
sarrying out JOBS/WORK.

¢} i the IV-A agency rotained sdministration of JOBS, it wonld have the option of contracting

with another entity or estities to carry out any and all functions related to JOBS/WORK, All
contracts and agreements with such entities would be written,

23



Sowk o Rexporailsity Avi of 1

t3] I the Governor designated an entity other than the IV-A agency, then that agency and the §V-
A agency would be required 10 jointly submit any plan required to operate JOBS/WORK 1o
the Secretary of HHS.

{g} Upon notification by the Governor of the designation of an entity other than the IV-A agency
1o administer JOBS/WORK, the Department of Health and Human Services would make alt
grant awards and hold sccountsble for all financial and reporting requirements the designated

entity.

is. SPROIFIC RESPONSIBILITIES OF THE IV.A AGENCY

Soecificati
{a) No matter which entity has responsibility for JOBS/WORK, the IV-A agency must retain
responsibility far:

) Determining eligihility for AFDL,

- (2)  Tracking and potifying families subject to the time limit of months left of
eligibility; -

(3) Applying sanctions;

{4) Making supplemestal pavments o eligible WORK  participants  and -
determining continuing eligibllity for WORK and for AFDC payments,

) Rotifying the JOBS/WORK agency at least 120 days before an individual's
two-year time limit was up so that appropriate steps {(2.2., job search) could
be taken; and

{6) Holding fair bearings regarding time limits and cash benefity,

19.  OTHER AREAS OF RESPONSISILITY

» -
Spesifications

{2} In States where an entity other than the IV-A agency is responsible for JOBS/WORK, we
propose 10 give Stutes the fexibility to determine how the followieg functions are ¢arried out.
The State plan would have to contain specific information denailing how the State intended (o0
carry out the following functions:

4y
&
3)

Detgrmining deferral status;
(ranting extensions to the time limits; and

Providing secondary reviews sod hearings on issuecs specifically related
JOBS or WORK partigipation,

24
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WORK

Current Law

There Is at present under Title IV no work pragram of the type envisioned here. States are presently
permitied (0 operate on-the-job training, work supplementation and community work experience
programs os part of the JOBS program (Section 482(e) and 482(f), Social Securlty Act, 45 CFR
230.61, 250.62, 250.63). Regulations, however, explicitly prohibit States from operating a program
of public service employment under the JOBS umbrella (45 CFR 250,47},

Visi

The focus of the transitionel assistance program would be helping people move from welfare w
unsubsidized employment, The two-year time limit for cash assistance not contingens on work is part
of this effort. Some recipients will, however, reach the two-year rime limit without having found a
Job, despite having participated satisfacvorily in the JOBS program. We are commiitted to providing
them with the opporvunity 1o work to help support their families. The design of the WORK program
will be puided by o principle centrel 10 the reform effory, that persons who work should be no worse
off than those who are not working.

The WORK program would make work assignments (hereafter WORK assignments) in the public,
private end non-profic secrors available 10 persons who hod reached the time limit.  Stares would be
required to create a minimum number of WORK assignments, but would otherwise be given
considerable flexibility in the expenditure of WORK program funds, For example, States would be
permitted to contract with private firms and norfor-profits te place persons in subsidized or
unsubsidized private sector jobs.

The WORK program would take the form of a work-for-wages struchwre. FParticipans in WORK
assignments would be pald for hours worked; individuals who missed work would not be paid for
those hours.

Definition: The terms "WORK assignment” and *WORK position” are defined as 2 job in the public,
private or not~for-profit sectors 10 which an individual is currently assigned uoder the WORK
program,

20. ELTARLISHMENT OF A WORK ProcrAM
Specificati
{2} Each State would be requirad 0 operate 3 WORK program making WORK assignments

available to persons who had reached the 24-month time limit for AFDC benefits not
conditioned upon work.

E
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WORK FuNDino

Specifications

(a)

®)

{c}

There would be two WORK program funding streams:

1} A capped entitiement which would be distributed to States according o the
sum of the average monthly number of persons required to panicipate in JOBS
{and subject 1o the time limif} and the average monthly number of persons in
the WORK program in a State relative o the number in all States.

2} An uncapped entitlement to reimburse States for wages paid v WORK
program participants, which would include wage subsidies to private, for-
profit employers. ’

The capped entitlement would be for WORK operational costs, which would include
expenditres to develop WORK assignments, placament bonuses 1o contractors and spending
on other WORK program services such a5 supervised job search,

A State would receive matching funds, up to the amount of the capped allocation, for
expenditures for WORK operaticnal costs af the WORK match rate, which would be set at the
same level as the JOBS match rate {as described i JOBS Fumoms sbove).  For expenditures
oo wages to WORK participants, including wage subsidies to private employers, a State
would be reimbursed at its FMAP,

EXAMPLE: State A's allocation {annual) from the capped WORK entitlement for FY 99 is
$1.5 million. The State’s WORK (and JOBS) match rate is 75 percent and its
FMAP is 30 percent. The State spends 3 total of §5.2 million on the WORK
program~$1.& million o develop the WORK assignments, make performance-
based payments to placement contractors, and provide job search services and
$3.6 million on wage subsidies o private employers and wages for WORK
pativipants in the public and not-for-profit sectors. State A would be
reimbursed for the $1.6 milliop in spending on operational ¢osts at the 75
poroent capped allocation match rate, for a totsl of $£1.2 million in reimburse-
ment at that vate. For the $3.6 millios in expenditures on WORK wages, the
State would be reimbursed at the FMAP, for $1.8 million in Federal dollars
from the uncapped stream and 3 total of §3 million in Federal matching funds,

As discussed in JOBS FUNDING above, the enhanced match rate would become effective upon
statewide implementation of the new legislation, provided the State met the maintenance of
effort requirement concerning its total speading for JOBS, WORK and for IV-A; Transitional
and At-Risk Child Care. Prior w statewide implementation, the WORK match rate would be
set at the highser of FMAP and 64 percent.

The WORK capped entitlement wouold be set at $200 million for FY 1998, $700 million for
FY 1999, $1.1 billion for FY 2000, $1.3 billion for FY 2001, $1.4 billien for FY 2002, $1.6
billion for FY 2003 and $1.7 billion for FY 2004. For fiscal year 2005 and each fiscal year
thereafter, the evel of the WORK capped entitlement would be get at 31,7 billion adjusted for
inflation by the Consumer Price Index (CPI} and for the increase over time in the relative size
of the phased-in group.
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As discussed above (see JOBS FUNDING), a State would be permitted to reallocate up to 10%
of the combined total of its JOBS and WORK allotments from its JOBS program to 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.

If, as described in JOBS FUNDING, the States were not able to claim all available Federal
JOBS and WORK funding (WORK capped entitiement) for a fiscal year, a State would be
able to draw down Federal funds, for WORK spending on operational costs, in excess of its
allotment from the capped entitlement.

As discussed in JOBS FUNDING above, if the rate of total unemployment in a State for a fiscal
year equaled or exceeded the (total unemployment rate) trigger for an extended benefit period
(currently 6.5 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 fiscal years, the
State match rate for JOBS, WORK and At-Risk Child Care for that fiscal year would be
reduced by ten percent.

The capped entitlement for WORK for a fiscal year would rise by 2.5 percent if the average
national total unemployment rate for the last two quarters 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-quarter 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)

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 who had
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-for-profit or
public organizations to place WORK participants in unsubsidized jobs;

. Make payments to not-for-profit employers 1o defray the cost of supervising
WORK participants;

. Support microenterprise and self-employment efforts; or

. Make payments to not-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 part:cxpa.nts 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 approaches above would be listed in statute a5 examples, but States would not be
restricted o thess sirategies,

23. LivrTs on SuBsintes To EMPLOYERS

Specificaii

{2) An individual could bold a particular WORK assigument {i.e., the WORK subsidy could be
paid) for no more than 12 months, Ideally, after the subsidy eaded, the employer would
retzin the WORK participant in unsubsidized employment. After completing an assignment,
an individual could not be reassigned to the samme WORK position,

()] The Secretary may adopt, as necessary, regulations to assure the appropriate use of the wage
subsidy (e.g., to prevent fraud and abuse).

24. COORDINATION

Specificati

(2} The agency administering the WORK program would be required to coordinate delivery of
WORK services with the public, private and poi-for-profit ssetors, including local
government, large and small businesses, United Ways, voluntary agencies and comununity-
based organizations {CBOs). Particular attention should be paid to involving the breadth of
the community In the development of the WORK program in that locality.

) The State would be required to designate in the Swme plan, or describe s process for
designaiing, bodies ¢ serve as WORK advisory/planning boards for each YTPA Service
Delivery Area it the State (or for such Iarger or smaller area as the State deams appropsiste].
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 State would be
mandated to invoive Jocal elected officlals in the designation or establishment of such boards.

The planning board would work in conjusction with the WORK program agency to identify

potential WORK assipnmessis and opportunities for movement into unsubsidized employment,

and to develop methods 10 ensure compliance with the requirements relating 1o nondispiacem-

ent, working conditions and “coordination (as deseribed in this section). WORK planning

boards would have to include unjon and private, public {including units of general purpose
- Jogal government) and not-for-profit (ncluding CBOs) secior reprasentation,

() States would have to establish a process by which WORK planning boards could submit
comments regarding the development of the Siate plan,

&) The WORK agency would be required to include in the State plan provisions for coordination
with the State comprehensive resmployment system {nciuding the Employment Service) and
other relevant empioyment and public service programs in the public, private and not-for-
profit sectors, including efforts supported by the Job Training Partnership At or the National
and Community Service Trust Act of 1993,
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23, RETENTION RECORDS
S oﬁ +

(a2} States would be required 1 keep a record of the rate at which employers {public, private and
" pot-for-profit} retained WORK program participants {(after the subsidies ended). Similady,
States would be mandated 0 monitor the performance of placement firms.,

26, MNONDISPLACEMENT
S > g Ii
{a) The aséignmezzt of a participart 10 8 subsidized job under the WORK program would not —

4} resule in the displacement of any currently employed worker, including partial
displacement such as a reduction in the hours of non-overtime work, wagss or
employment bencfits;

(2} impair existing coniracts for services or collective bargaining agreements;

3) infringe upon the promotional opportunitics of any cmémly employed
worker;

4) result in the employment of the participant or filling of & position when

{a) any other person is on layoff, on strike or has been locked out from,
or has recall rights 0, the same or % substantially equivalent job or
position with the same employer; or

) the employer has terminated any reguler employee or otherwise
reduced its work force with (he effect of filling the vacancy so created
with such participant; or

(5 result in filling 3 vacancy for z position in 2 State or local government agency
for which State or local funds have been budgeied and are available, unless
such agency has been unable fo fill such vacancy with 3 qualified appiicant
through such agency’s regular employee selection procedure during a period
of not less than 60 days.

b) A participant would not be assigned to a position with a private, sot-for-profit entity to carry
ouf activities that are the same or substantially equivalent 10 activities that have been regularly
carried oui by a State or local government agency in the same local area, undess such
placement meets the nondisplacement requirements described in this section of the
specifications., .
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No participant would be assigned w a position o perform work uader a contract for services
for the first 90 days sfter the commencement of such contract if such contract immediately
succesds a conteget for services undar which an employee coversd by a collective bargaining
agreement performed the same or substantially similar work for ancther employer.

(GRIEVANCE, ARBITRATION AND REMEDIES

Specifications

(2

®)

©

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 o wages, bensfiis or working
conditions described in these specifications. .

Hearings on any grievance filed pursuant to the provision above would be conducted within
30 days of the filing of such grievance and a decision would have to be made within 60 days
of the filing. Except for complaints alleging fraud or criminal activity, 2 grievance would be
made not fater than 45 days afer the date of the alleged occurrence,

Uson receiving a decision, or if 60 days has clapsed without a decision being made, a
grievant may do either of the following:

(i)  file an appeal as provided for in the State’s procedures or in regulations
' promuigated by the Secretary, or

(2) submit such grievance to binding arbitration 1o accordance with the provisions
of this section.

Arbitration

{d)

©

)

(@)

In accordance with the appeal/arbitration provision above, on the occurrence of an adverse
grievance decision, or 00 days afier the filing of such grievance if no decision has been
reached, the party filing the grievance would be permitted to submit such grievance to binding
arbitration before a qualified arbitrator who was joimly selected and independent of ﬂlﬁ

mzerestaci parties.

If the parties could not agree on an arbiirmor, the Governor would appoint an arbitrator from
a 1ist of qualified arbitrators within 13 days of receiving a request for such appointment from
one of the parties to the grievance,

An arbitration procesding conducted as described here would be beld not later than 45 days
after the request for such arbitraton, or if the arbitrator were appointed by the Governor {as
described above) pot later than 30 days afier such appoistment, and 2 decisipn concerning
such grievance would be made not later than 30 days after the date of such arbitration
procesding, |

The cost of the arbirration procesding conductsd as described here would in general be
divided evenly between the parties t the arbitration, If a grievent prevails in such an
arbitration proceading, the party found in viclation would pay the wial ¢ost of such
procesding and the attorney’s fees of the grievant,
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Suits to enforce arbitration awards under this section may be brought in any diswict court of

‘the United States having jurisdiction over the parties, without regard to the amount in

controversies and without regard to the citizenship of the parties.

Remedies

@

® -

Remedies for a grievance filed under this section include —
() suspension of payments Jor assistasce under this title;
2 the termination of such paymens;
(3) - the prohibition of the placement of a participant;

(4) reinstatement of a digplaced employee to the position beld by such employee
prior to displacement;

{5}  payment of lost wages and benefits of the displaced employee;

{6  ressablishment of other relevant terms, conditions and privileges of the
displaced employes; and

M such eguitable relief a3 is necessary 1o compect a3 violation or to make a
displacad employee whols,

WRITTEN NOTIFICATION OF LABOR ORGANIZATIONS

Specifications

(8)

(b

No WORK position could be established with an employer unless the local 1abor organization
represanting employees of such employer who were engaged in the same or substantially
similar work as that proposed 1o be carried ot under such position had been provided written
notification of the initial assignment of a participant to such a position not less than 30 days
prior 1o the commencement of such an mignwent No such notification would be required
with regpect to the subsequent assignment of participants to the same posmon with the same
emplayer.

If a local organization which was provided potice of an assignment pursuant to (3) above
objectad to an assigament of a participant on the basis that such assignment would violate the
requirements relating 1o vondisplacement, wages, benefits or working conditions as described
in these specifications, such organizations could, as an alterpative to the grisvance 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 deseribed above, except thatw

$3 the request for arbitration would bave to be filed within 30 days of receiving
written notice
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{2)  the arbitrator would be jointy selected by the parties not later than 10 days
after the request for arbitration, or, if the parties were unable w0 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 request for
arbitration, and

1} the arbitration proceeding would be conducted and 2 decision issued not later
than 30 days afier the request for arbitration.

¥ a local organization filed 3 complaint pursuant to the expedited grievance procedure
described in this section of the specifications, a participant could not be placed in the
prospective WORK position that was the subject of the complaint untll it was defermined,
pursuant to the expedited grievance procedure, that such placement would not be in violation
of any of the relevant provisions in these specifications.

WORK Bugmimy CrITERIA AND RECISTRATION PROCESS

Specificai

@)

®)

{c)

)

(e}

Regipients who had rezched the two-year time limit for AFDC bepefits not contingent upon
work and who otherwise met the AFDC eligibility criteria (e.g., income and asset limits)
would be eligible to enter the WORK program.

States would be mandated to deseribe the WORK prograte, including the termns and conditions
of participation, to all recipients at least 90 days before they were slated 10 reach the 24~
month time limit (see TRANSITION TG WOrRK/WORK zbove). Recipients who had reached the
24-month tme limit would be requirsd 1o register for the WORK program in order 10 be
eligible for either 2 WORK assignment or for AFDC benefits while awaiting 3 WORK
position {ss¢ ALLOCATION OF WORK ASSIONMENTS/INTERIM ACTIVITIES below).

States would be required to establish a registration process for the WORK program, The
registration process would in general include an assessment for the purpose of matching the
participant with a WORK assignment 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,
States would be prohibited from denying an eligible individual (ss deseribed above) entry into
the WORK program, provided he or she followed the registration procedure.

Ouly one parent in an AFDC-UP family would be required to participate in the WORK
program. Ststes would, however, have the option of requiring both parents 10 participate.

An individua! who had exited the system after having reached the time limit or afier having
entered the WORK program, but had not qualified for any additional months of AFDC
benefits/JOBS participation (se¢ QUALIPYING POR ADDITIONAL MONTHS OF ELIGIBLITY
above) would be permitted o enroll, or re-enroll, in the WORK program.

EXAMPLE:

A WORK program pardcipant finds & private sictor job and feaves the WORK progeam, but is 1aid off sfier judt one
manth, bofare qualifying for any monthe of AFDC beaefin/JOBS paricipiion {see gbove),  This person would e
ehigible for the WORK program,

R
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States would be required, for persons o WORK assignments, to conduct 8 WORK eligibility
determination (similar to an AFDC eligibility determination in all respects, except that WORK
wages would not be included in countable income; see below) on a semiannual basis, If the
circumstances of an individual in 8 WORK assignment changed (e.g., increase in earned

income, marriage) such that the family were no longer eligible for AFDC, the participant

would be permitied to remain in the WORK assignment unill the semiannual redetermination.
An individual found 10 be ineligible for the WORK program a5 of e redetermination,
however, would not be permitted to sontinue in that WORK assigament, Persons found 1o be
incligible for the WORK program would pot have access to 3 WORK assignment, other
WORK program services or 0 the AFDC benefits provided to persons in the WORK program
who were not in WORK assignments.

WORK wages would not be included in countable income for purposes of determining WORK
eligibility. WORK wages would be included in countable income for purposes of calculating
any supplemental AFDC bengfit (sec below),

ALLOCATION Of WORK ASSIONMENTS/INTERIM ACTIVITIES

Specificati

@

)

{c}

)

(€}

The entity administering the WORK program in a locality would be required to keep an
updated fally of all WORK registrants awaiting WORK assignments {33 opposed to, for
example, WORK participants who had been referred to 2 placement contractor). WORK
positions would oot be allocated strictly on a first-come, 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
have priority for WORK assignments over persons who had previously held a WORK posi-
ton.

States wounld have the option of requiring persons who were swaiting WORK assigaments o
participate in other WORK program activities {e.g., individual or group job search, amranging
for cohild care, selfvinitiated activities), and to estabiish mechanisms for monitoring
participstion in such activitics, Fersons in this waiting status could include WORK
participants who had completed an initial WORK assigament without finding unsubsidized
employment, participants whose assignments ended prematurely for reasons other than the
participant’s misconduct, and individuals awaiting a4 hearing’ concerning miscondact.
Individuals who failed to comply with such participation requirements would be subjest to
sanction as described below (see SANCTIONS).

States would be required w0 provide child care and other supportive services as nesdad to
participate in the interim WORK program activities {describied above).

The family of 2 person who was in the WORK program but not in 2 WORK assignment {.2..
awaiting an assignment or in an alternate WORK activity) would receive AFDC bensfits,
provided that the individual were conoplying with any applicable requirements (a5 described
above), ‘ <

Participants who left 8 WORK assignment for good cause (see SANCTIONS below) would be
placed in another WORK assignment or enrolled in an interim or alternate WQORK program
activity {e.g., job search until 3 WORK assignment became available). Such persons and
their families would be eligible for AFDC benefits {as outlined above).
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agency, the IV-A agency would still be responsible for AFDC benefits to families described
in 10{d). States would not be permitted to distinguish between such families and other AFDC
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 (o persons oa the
waiting Hst.

& In localities in which the WORK program was administered by an entity other thag the IV-A .

31, Hounrs oF Work
S i ﬁ -

(2} States would have the fiexibility to determine the number of hours for each WORK
assignment. The aumber of bours for 8 WORK assignment could vary depending op the
nature of the position, WORK assignments would bave to be for at least an average of 15§
hours per week during a month and for no 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 Jeast 75
percent of the total of the wages and AFDC benefits received by a WORK participant. This
would be a State plan requirement.

32. EARNINGS SUPPLEMENTATION

Specificati

(a) In instances in which the family income of an individual who had reached the time limit and
was working in either a WORK assignment or an unsubsidized job that met the minimum
work standard was not equal to the AFDC benefit for a family of tha size, the individual and
his/her family would receive an AFDC benefit sufficient to leave the family no 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, AFDC benefits for families described in
(a) above would be identical 10 AFDC benefits for persons who had not reached the two-year
tirme limit, except that the supplemental AFDC henehit would not be adjusted up due w failure
to work the set number of bours for a WORK assignment.

) The work expense disregard for the purpose of calculating any supplemental AFDC benefit
would be set at the same level as the standard $120 work expense disregard. States which
opted for more genercus earnings disregard policies would be permitted but not required to
apply these policies to WORK wagss.

33, TREATMENT oF WORK WaGss wiTH ResPsCT 1O BEREFITS AND TAXES
ificati
{a) Except as otherwise provided in these gpecifications, wages from WORK assignments would

treated as earned income with respect 1o Federal and Federal-Siate assistance programs other
than AFDC (e.g., food stamps, S5I, Madicaid, public and Section 8 housing).
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WORK registrants and their families would be treated 28 AFDC recipienis with respext 1o

Medicaid eligibility, i.e., they would be categorically eligible for Medicaid (pending

implementation of the Health Security Act). FPersons who left the WORK program for
unsubsidized employmem would, as with former AFDC recipients, be eligible for transitional

Medicaid.

Persons in WORK assigaments would be subject to FICA taxes. States would be required 1o
ensure that the corresponding employer contribution for OASDI and HI was made, either by
the employer or by the entity administering the WORK program (or through another method).

Earnings from WORK positions would pot be subject to tax, would not be treated as earned
income or included i adjusted gross income for purposes of caleulating the Earned Income
Tax Credit, and would not be treated as qualified wages for purposes of the Targeted Jobs

Tax Credit,

The employment of participants under the WORK program would not be subject to the
provisions of any Federal or State unemployment compensation faw.

To the extent that a State workers’ compensation law were applicable, workers® compeansation
in accordance with such law would be available with respect to WORK participants. Ty the
extent that such law were not applicable, WORK participants would be provided with medical
snd accident protection for on-site injury at the same level aad to the same extent as that

required under the relevant State workers® compensation statute.
. i

WORK program funds would pot be available for contributions 1o a retirement plas on behalf
of any participant,

With respect to the distribution of child support, WORK participants would be treated exacily
a% individuals who had reached the time limit and were working it unsubsidized jobs meeting
the minimum work standard.  In instances in which the WORK participant were receiving
AFDC benefits in addition 1o WORK wages, child support would be treated just as it would
for any other family receiving AFDC benefits {generally, 2 $50 pass-through, with the IV-A
agency retaining the remainder to offset the cost of the supplemental AFDC benefits).

SUPPORTIVE SERVICES/WORKER SUPPORT

Specificai

(a)

()

States would be required to guarantee child care for any person in a WORK assigmment, a8
with JOBS program participants under current law (Section 402{g)(1), Socid Smrizy Act).
Similarly, States would be mandated 1o provide other work-related supportive services as
needed for participation in the WORK program (as wtzb JOBS participants, Section 402{2){(2),
Social Security Act),

Scates would he permitted o make supportive services available 1o WORK participants who
were engaged in approved sducation and waining activities 1 addition to a WORK assignment
or other WORK program sctivity, In other words, 2 State could, but would not be required
to, provide child care or other supportive services to enable a WORK participant 10, for
example, also take a vocational education course at a community college.
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WAGES AND WORKING CONDITIONS

Specificatio

@)

)

_(c)

()

(e}

(f)

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 highest of—

{1) the Federal minimum wage specified in section 6(a)(1) of the Fair Labor Standards A¢t of
1938;

(2) the rate specified by the appropriate State or local minimum wage law;

(3) the rate paid to employees of the same employer performing the same (ype of work and
having similar employment tenure with such employer,

Except a5 otherwise provided in these specifications, participants employed under the WORK
program would be provided benefits, working conditions and rights & the same level and 10
the same extent as other employees of the same employer performing the same type of work
and having similar employment tenure with such employer,

Employers would be expected to provide WORK participants health jnsurance coverage
comparable to that provided other employtes 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 share of the cost of health insurance coversge. Exceptions
to this requirement could be made in cases in which the. prﬁvmen of such coverage would be
inordinately expensive or otherwise onerous., .

NOTE: Under current law, 8 Madicaid recipient is required (if cost effective) to enroll in a
health plan offered by an employer, and the State is required to use Medicaid funds to cover
the full employee share (e.g., premioms, deductibles, copayments) of the cost of such health
care coverage, Cout effective is defined as resulting in a net reduction in Medicaid
expenditures.

Employers would not be required to make contributions to retirement syst.ems or plans on
hehalf of WORK participants.

All participants would be entitled to a minimum sumber of sick and personal leave days, o
be established by the Secretary. Thess would be provided by the emplover, if they were
provided to other comparable employees (amplovers may oficr more days). The agency
sdministering the WORK program would be required to design # method of providing the
minimum number of sick and personal days to WORK participants whose employers did not
provide such a minimum pumber, A persos in 3 WORK assignment who became il and
exhausted her or his sick leave, or whose child requirsd extended care, would be deferred
from the WORK program if he or she met the deferral oritecia,

A parent of a child conceived while the parent was in the WORK program {and/or on AFDC)

would be deferred for a2 twelve-week period following the binth of the ¢hild {or such longer
period as is consistent with the Family and Medical Leave Aot of 1993},
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g Health and safety standards established umder State and Federal law that are otherwise
applicable 10 the working conditions of employees would be equally applicable to the working
conditions of WORK participants, _

36, SANCTIONS/PENALTIES (JOBS AND WORK)

The sanction for the first instance of failure 1o participate in JOBS as required (or fallure to accept a
private sector job or other pccurrence of noncomplionce) is the loss of the non-compliant individual's
share of the granmt until the failure to comply ceases. The zame sanction is imposed, but for a
minimum of 3 momhs, for the second failure 10 comply and for @ minimum of 6 months for all
subsequent instances of non-complignce. The Siate, however, canmet sanciion an individual for
refusing to accepr an gffer of employmens, if thar employmen: would result in g net loss of income for
-the family,

For sanctioned AFDC-UP families, both parents’ shares are deducted from the fomily’s gramt, unlesy
the secand purent Is participating in the JOBS program.

Soecificatl
JOBS Sanclions

(&) A State’s conciliation policy {0 resolve disputes concerning JOBS participation only) vould
1ake ong of the following two forms:

() A conciliation process that meets standards established by the Secratary; of

(ii) A process whereby a recipient i3 notified, prior o the issuing of 2 sanction notice,
that he or she in apparent violation of a program requirernent and that be or she has
10 days to contact the State agency to explain why he 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 imposiog the
sanction, '

{b) Individuals sanctioned within the JOBS program would still have access 1o other available
services, including JOBS activities, child care and Medicaid. Sanctioned months would be
counted against the 24.month time limit,

) The sanction for refusing, without good cause, an offer of an unsubsidized ich mecting the
minkoum work standard would be changed from the current pesalty {removal of the aduli
from the grant) to loss of the family's entire AFDC benefit for 6 months or until the adult
accepts a2 job offer, whichever is shorter. The Secretary would promulgate regulations
concerning good cause for refusing a private sector job offer (see SANCTIONS below).

() Current law would be changed such that for sanctioned AFDC-UP families, the second
parent’s share of the benefit would not alse be deducted from the grant, uniess the second
parent were also required w participate in JOBS and were similarly non-compliant,

(¢) States would be required to conduct an evaluation of any individual who failed 10 cure 2 first
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, if necessary, provide counseling or other appropriate support services o help the
recipient address the causes of the non-compliance.

Ineligibility for 8 WORK Assignment

]

®

)

&

{

Persons may be declared ineligible for 3 WORK assignment due to misconduct related 1o the
program, Misconduet would include any of the following, provided good cause does not
exist;

i Failure to accept an offer of unsubsidized employment;

il. Failure to accept a WORK assignmeat;

ii. Quitting 8 WORK assignment;

iv. Dismissal from &8 WORK assigmment;

v, Failure t0 engage in job search or other required WORK activity (see ALLOCATION OF
WORK ASSIGNMENTS/INTERIM ACTIVITIES above).

The Secretary would establish regulations defining good cause for sach of the following:

i, Refusal to Accept an Offer of Unsubsidized Employment or 8 WORK Assignment
or to Participate s Other WORK Program Activity.

i, Quitting 8 WOREK Assignment or Unsubsidized Job. These regulations would
include the provision that an employse must notify the WORK agency upon quitting 3
WORK assignment.

i, Dismissal from a WORK Assignment. The regulations would aliow & State, subject
to the approval of the Secrefary, 0 apply in such instances the definition of
misconduct utilized in ts unemploymwent insurance program. (A IV-A agency might be
allowed o contract with the Swmte Unemployment Insurance hearing system to
adjudicate these cases.)

A WORK panticipant would be notified of the agency’s intent 10 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 hearings, which would include sefting time
frames for reaching decisions (e.g., 30 days from date of request for hearing). A State would

be permitted 10 foliow the same procedures it utilizes in hearings regarding claims for

unemployment compensation,

Recipients awaiting & hearing for allegad misconduct may be required w participate in interim
WORK program activities, Refusal, pending the hearing, to participate in such WORK
program activities on the same grounds (e.g., bedridden due to Ulmess) claimed as cause for
the original alleged misconduct would not counstitute a second occurrence of patential
miscondust,

Penalties imposed would be a5 follows:
i Refusal to Accept sn Offer of Unsubsidized Employment, 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 2 WORK assignment, and the family
ineligible for AFDC benefits, for a period of 6 months (consistent with the JOBS
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sanction for vefusing a job offer). Such an individual would be eligible for services,
such as job search assistancg, during this period.

i, Quitting, Dismissal from er Refusal to Accept 8 WORK Assignment without
Good Cause. A person who quit a WORK assignment without good cause, who was
fired from 2 WORK assignment for misconduct refated tothe job, or who refused w
take an assignment without good cause would be subject to the penalties described
beiow,

For a first occurrence: '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 méavchuzl accepts a WORK
assignment, whichever is sooner,

For a second ocouwrrence:  Fifty percent (50%) reduction in the family’s grant for 3
months. The individual would not be eligible for 2 WORK assipnment during this
period-this penalty would not be curable upon acceptance of 3 WORK assignment,

For o third occurrence:  Elimination of the family's grant for & period of 3 months.
As with 2 second occurrence, the individual would not be eligible for 3 WORK
assignment during this period, |

For o fourth ond subseguent occurrence: Same as the penalty for a third eccurrence,
except that the duration would be & months.

The State would be required 10 make job search assistance available w such penalized
persons (any cocurrence, first or subsequent) if requested. |

iii. Refusal to Participate in Job Search or Other Required WORK Program
Activity. An individual who refused to participate in job search (e.g., following
WORK assignunent) or other reguired WORK program activity would be subject to
the same penalty 25 persons who quit or were fired from WORK assignments, with
each refusal to be considered one occurrence. If such a'refusal constituted the first
occurrence, the peaaity, s above, would be cursble upon engaging in the required
activity,

v, Quitting an Unsubsidized Job without Good Cause. [Individuals who without good
caust voluntarily quit an unsubsidized job that met the minimum work standard would
not be eligible (o register for the WORK program for a period of 3 moenths following
the guit.

All penalties {any occurrence, first or subsequent) would be curable upon acceptance of an
unsubsidized job meeting the minlmum work standard,  In other words, a sanctioned
individual who took an unsubsidized iob meeting the minimum work standard would be
treated exactly the same as an unsanctioned individual with respect to calculating any
supplemental AFDC grant. If the family's income, net of work expenses, were lowes than
the AFDC grant for a family of that size, the family would receive a supplemental AFDC
bepefit suffivient 1o make up the difference (see EARNINGS SUPPLEMENTATION above), Such
an individual would still oot, however, be eligible for 2 WORK assignment during the penalty
period {e.g., six months for refusal o take an unsubsidized job, three months for @ second
occurrence of another type of misconduct),
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Food stamp and housing law and regulations would be amended as necessary to ensure that
neither food stamps nor housing assistance would rise in response to a2 JUBS or WORK
penalty.

A person ineligible for the WORK program, and the family, provided they were otherwise
qualified, would still be eligible for other assistance programs, including food stamps,
Medicaid and housing assistance,

As described under AFDC-UP Famulitis axp THE TIME Lot above, if epe of the two
parents in AFDC-UP family is sanctioned under the WORK program or under JOBS for

. failure to accept an unsubsidized jub, the sanctions described in this section apply, regardless

of the status of the gther parent.

The State would be required, upon imposition of a second WORK sanction, 1o conduct 2
thorough evaluation of the participant and the family to asceriain why the individual is not in
complance and to determine the appropriate services, if any, 10 address the presenting issues.
The evaluation would include, when appropriate, 3 Child Protgctive Services abuse and
neglect investigation. The WORK administering agency could, as 8 result of the evalpation,
decide, for example, that the parent should be deferred from WQORK participation ar that ke
or she should receive intensive counseling.

Jop SgaRcH

Specificati
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38,

WORK program participants would generally be required 0 ¢ngage in job search at the
conclusion of 2 WORK assignment or while otherwise awaiting .a WORK assignment or
earoiiment to @ WORK program activity serving as an alternative 10 2 WORK assignment (see
ALLOCATION OF WORK ASSIGNMENTSANTERIM ACTrviTies). The sumber of hours per week
(up 0 a maxivm of 35) and the duration of periods of required job search would be set by

_ the State, consistent with regulations to be promulgated by the Secretary,

. The State couid also require WORK participants t© engage in job search while in &8 WORK

assignment, provided that the combined hours of work and job search did not exceed an
average of 40 per week and the reguirement was consistent with regulations to be promulgated
by the Secretary, The number of hours for job search 'would be the expected time to fulfill
the particular job search requirement, i.e., if 8 WORK participant were expected 0 make §
contacts per week, the number of hours of job search would be the estimatedd number of hours
needed to make the contacts.

ASsessinG ParTicieation 1IN WORK Bevonn 2 YEARS

Soesifica

@

At the end of the two consecutive WORK assignments, participants who had not found
unsubsidized work would be assessed og an individual basis, with three possible results:

3] Participants determained to e unable 1o work or 1o nead additional tralning would be
deferred from WORK or re-assigned {0 the JOBS program,
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2 Those determined to be unable to find work in the private sector either because there
were 10 jobs avallable 1o match their skills or because they were incapable of working
outside a sheitered environment would be aliowed to remain in the WORK program
for another assignmert. Similar assessments would be conducted following each
subsequent assignment, ' '

K] At State option, those who were employable and who lived in an area where there
were jobs available to match their skills could be required to engage in intensive job
_search supervised by a Jeb éaveloper, who would be able to require participsnts to
apply for sppropriate job openings to determine if they werg not making good faith
efforts to find jobs. Failure to apply for appropriate job openings, noncooperation
with the job developer or employer, or refusal to accept a private sector job opening
without good cause would reswit in ineligibility for either WORK or AFDC benefits
for 6 months. Afier 6 months of ineligibility, the person would immediately be given
another individual work assessment and could again be denjed eligibility for
voncooperation or refusal to accept a job.

(b) The Depanments of HHS and Lasbor will undertake 2 mmprehenswe national study # the end
of the second yeas followmg implementation of the WORK program 10 measure the program’s
success in moving people into unsubsidized jobs and to evaluate the skill levels and barriers to
work of the persons who have spent two years in the WORK pwgram

39, SECRETARY'S FUND FOR STATES THAT SpeEnND BEYOND THER JOBS/WORK ALLOTMENTS
Visi

Establish o fund thar the Secrerary would use to provide additional funding for States that spend
beyond their JOBS/WORK allotmenss and re-allotments.- A sum of 3300 million would be put into the
Jund indtially.  Thereafier, any unspent JOBS/WORK and Ar-Risk ¢hild core monles would contribute
o the Pund,

Ratiopalg

The Secretary’s Fund gives the Depariment the ability to allocate overcll JOBS/WORK program funds
prudently and, ot the same time, provide odditonal support to States thar are aggressively
implementing their programys and require more than what they receive under thetr standord allotmens
and re-allotments. Furthermore, wader this program, States are given some lead fime so they can
anticipate the additional funding in their plananing processes.

Specifications

(8) A fand of $300 milion would be established for FY 96 for use by the Secretary to provide

: funding to States that nesded additional doliars for JOBS {and subsequentiy FOBS or WORK)

beyond what they were provided under the JOBS and WORK funding allocation formlas and
subsequent reallocation procedures (see JOBS FUNDING and WORK Funoing above).

()  Twice sach year March | and September 1), States that obligated 93% of their JOBS and
WORK allotments for the previous year and were expected 0 obligate their full JOBS and.
WORK allotments for the current year would gualify for additional funding from the
Secretary’s Fund for the next fiscal year,
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Thirty days later, States wcuid be notified about final decisions on ﬁm{img from the

[Regulations would specify how the monies would be aiiecated among quskified States, If the
total amount requ&swd from the Fund were greater ‘than what was available in the fund,
monies would be allocated basad on a procedure to be developed by the Sec;etary ]

- Monies from the fund would be treated just as the basic JOBS/WORK allotment and subject to

the same Federal maiching rates each year a§ were in effect for standard JOBS/WORK

.funding. The same between-program realtocation rules as those for the base JOBS/WORK
" funding would also be'in effect. That is, States could move up to 10% of the combined JOBS

and WORK monies from the Fund from one program 1o the other.
The monies available in the Fund in FY 97 would come from two sources:
i. ©  The original authorization level of $300 million, and

ii. Unspent State JOBS/WORK and At-Risk Child Care monies that had not been
reallocated to the States (see JOBS FUNDING and WORK FunpiNg shove).

Beginning in fiscal year 1998, the Secretary’s Fund would be capped at $400 million (after all
requests bad bees satisfied). Excess monies would reven 10 the Treasury,

Beginning in FY 98, States could request monies for both JOBS and WORK. The manies
from the Secretary’s Fund that States added to their standard WORK program allocation
would be included for purposes of determining the minimum number of WORK slots States
must create.
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We need to make sure thar all parenss live up to thelr responsibliities. When people don’t pay child
support, their children syffer. Just as we expect more of mothers, we cannor let fathers just walk
awdy. A number of programs show considerable promise in helping non-custodial parents 1o
reconnect with thelr children and flfill their responsibllity to support them. Some progroms help
non-custodial parents do move by seeing that they get the skills they need to hold dovwn a Job. Other
pragrams ghve ron-custodial parents the opporrunity to meet their child support abligations through
work,

A there is not ¢ long track record of research and evaluation on progroms for non-custadial parents,
it is envisioned that new programs should be modess ond fiexible, growing only as evaluation findings
x begin to identify the most effective strategies.

i. TRAINING AND EMPLOYMENT FOR NON-CUSTODIAL PARENTS

Lurrent Law

Section 482 of the Sockal Security Act {Title IV-F) permits the Secretary o fund demonstrations to
provide services 1o non-custodial parents, The Secretary s limited as 16 the number of projecs that
can be furded under this provision. Evaluations are required. This provision, along with section
1115 of the Social Security Act, provide the awthority for the Parents Fair Share Demonsoarions
currently undervway,

Visi

States would be provided with the opion of developing JOBS and/or work programs for the non-
custodial parents of children who were receiving AFDC or have child support arrearages owed 1o the
State from prior periods of AFDC recelpt.  Siares would be given the flexibillty 1o develop differen:
models of non-custodial parent programs which could best address the needs of children and parents
in sheir state. These nonvcustodial parent programs would coordinate with other relevant efforts
such us the public housing awhorities’ Resident Initiatives Programs, which make job and services
available to non-custodial parents of children Hving in publie housing, Evaluations would be
required as appropriate for the pptions developed by the Siates.

Ratipnale

There is evidence thar one of the primory reasons for nan-support by some non-custodial parents is
unemploymens and underemployment. In a recent GAQ report evidence was presemed that abous 29
percent of non-custodial farhers under age 30, many of whom were non-marisal fashers, had income
below the poverty level for ene or no income at all, It will be difficult for these fathers 10 contribuze

much ta the financial support of their children withouwt additional basic educarion, work-readiness and
Job rraining which would enhance their earning capacity and job security.
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Specificati

(8

®)

{c}

{d}

(e}

A State would be able to spend up to 10 percent of its JOBS and WORK funding (allotment
from the WORK capped entitiement) for training, work readiness and work opportunities for
nop-custodial parents, The State would have compilete flexibility as to which of these funding
streams would be tapped.

i Parenting and peer support services offered in conjunction with other employment-
rejated 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 services o gon-custodial parcnts through the JOBS program and a
pon-custodial parent work program, or through 2 single combined program.

A non-custodial parent would be eligible o participate {1} if his or her 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 had cutstanding AFDC cbild support arrears. Paternity, if not
already established, would have to be volumarily acknowledged or otherwise established prior
to participation in the program. In instances in which 2 child support award had not yet been
established, the State could require, as 2 additional condition of eligibiiity, that the son-
custodial parent cooperate in the establiishment process. Arrears would not have to have
acerued in order for pon-custodial pareats o be eligible to panicipate. For those parents with
no identifiable iocome, participation could commense as part of the establishment or
enforcement process.

The state would be required to allow 2 non-custodial parent 1o complete the program activity
or activitics in which be was currently enrolled even if the children became ineligible for
AFDC. However, if the non-custodial parent voluntarily left the program, were placed in a
job, or were terminated from the program, he would have to be redetermined as eligible
under the ¢riteria in (b} above.

States would not be required 1o provide all the same JOBS or WORK services to custodial and
eon-custodial parents, although they conld choose w0 do so.  Participation in the JOBS
program would not be a prergquisite for participation ip a non-custodial parent work program.
The pon-cestodial parent’s participation would not be lnked to self-sufficiency requirements
or to JOBSAWORK participation by the custodial parent,

Payment of stipends for work would be required, Payment of training stipends would be
sliowed. Al stipends would be eligible for FFP.

i. Stipends would have to be garnished for payment of current support.

it At State option, the {current) child support obligation could be suspended or reduced
to the minimum while the non-custodial parent was participating in program activities
which did act provide a stipend or wages sufficient {0 pay the amount of the curremt
order, :

HIR Participation in program activities could be credited against AFDC child
support arrears owed the State,

fv. State-wideness requirements would not apply.
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1. New TrRIBAL JOBS FUNDING FORMULA

Under current law, funding for Indian tribes who operate @ JOBS progran: is based on the number of
adult Tribal members who receive AFDU who reside within the iribe’s designated service area
_ Funding for Alaske Native orgasizations is based on the number of adulr Alaska Narives who recelve

AFDC who reside within the boundaries of the region the organization represents.  Indians living on
the same reservation are currently subject to either the Tribal JOBS program or the State JOBS
program depending on Tribal gffiliaiion. Indlans living in Aloska who are not Alaska Natives are
subject 1o the State’s JOBS program.

Tribal JOBS gramees currently receive funding based on a count of just under 31,000 adult Tribal
members who receive AFDC, It is esrimated that the adult AFDC population for all reservations
{including those where a Tribal JOBS program does not exist) is 58,000,

* :E“

Atl Narive Americans living within she designated service area of an Indien wibe or Alaska Native
vreanization would be subject 1o the tribal JOBS program regardless of tribal affiliation, if the tribe
elects w run o JOBS program.

Rationale

Programs operated by the Department of Labor and the Bureau of Indian Affairs for Indians do not
use Tribal affiliarion to establish program funding or eligibility.

Specificat:

fa) All lodians, living within the desigmated service area of &n Indian tribe or within the
boundaries of the region served by an Alaska Native organization which is a JOBS grantee,
would be inchuded in determining the amount of the grantee’s JOBS funds.

0} An Indian is one who meets the definition of Indian a5 given in section 4{d) of the Indian
Self-Determination and Education Assistance Act.
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2. New JOBS ArPLICATION PERICD

Current Law

Under current low, Indian ribes and Alaska Novive organizarions had witll April 13, 1989 to apply
and uniil October I, 1990 10 begin gperating ¢ JOBS program. Indian tribes who did not meet these
deadlines are prohiblied from subminting applications to operate JOBS programa.

Visi

Indien ribes who did not meet the application deadline for JOBS would be given addirional
opportunity i do 0.

Rationgle

The window in which Indian tribes had to apply for JOBS was very limited,  Other Federolly funded
Jormula grant programs available to Indian tribes do not have similar resirictions.

(@) All federally recognized Indian tribes not operating a JOBS program may submit applications
and plans to do so.

(b}  There would be no new application deadline.

{¢))  New applications/plans would have 1o be sebminted by July | of each year, with the effective
date of approved plans to be Qatober 1.

(d) An Indian tribe or Alaska Native organization who terminates or bas its JOBS program
terminated would be eligible to reapply for JOBS after a five-year period. Such Indian wribe
or Alaska Native organization can reapply by July I of the {fifth year by submitting an
application and plan, with the effective date of an approved plan to be October 1. (This Bk to
prevent a Tribal grantee from frequently entering and leaving the program.)

{2} The current restriction that an Indian tribe must have 2 reservation 10 be eligible to opcratb a
JOBS program would be retained,

3. FUNDING SET-ASIDE FOR TRIBAL JOBS GRANTEES

Current Law

Curremsly, funding for Indian tribes who operate @ JOBS program is based on the rnunther of adult
Tribal members who receive AFDRC who reside within the tribe’s designated service area. Funding for
Alaska Navive organizations Is based on the number of adult Alaska Natives who receive AFDC who
reside within the boundaries of the region the organization represenis. Yearly, Tribal grantees
{includes Alatka Native organizgiions) ond the State in which they are located must reach an
agreement on the number ¢f Tribal members who recetve AFDC who reside within the prawsee’s
designated service area. Any amowunt due & grantee by this agreement is deducted from the JOBS
Junding allovated to the Srate.

. |
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Although in some cases Ut does not cause probiems, States and Indian tribes/dlaska Native
organizations have found it difficult 1o come 1o agreermen: on the menber of adult Tribal members who
receive AFDC.

Yision

A ser-aside of 2% out of totel JOBS funds would be established to distribute to Indian tribes and
Alaska Navive organizations vo provide JOBS,

The proposed percemage set-aside for Tribal JOBS grontees was deermined based on pwo
assumprions. First, that Indian tribes wha do not currently operate a JOBS program would be given
the opportunity to do so. Second, thor ali Fudlans, not just Tribal members, would determine Tribol
funding. Using these assumptions, It ts estimated that almost 2% (38,000 individuals) of the eligible
adult AFDC population are Indians living on or near resecvations or in areas served by Alaska Native
. organkzarions.

Rationale

Addirional funding for the wribal JOBS grantees would make up for the lack of matching funds, States
spent approximarely $1,395 per JOBS participant from Federal and Stare matching funds in FY 93,
Indion tribes spent approximorely $935 per JOBS participamt, ali from federal funds as tribes are not
reguired 10 provide maching funds,

Estahlishing a ser-aside in lieu of the current funding formule would benefit both the Indion tribes,
Alaskn Native organizations and the States. States would not have any vested interest in the number
of adult AFDC recipients who are Indians residing within a Tribal grantee’s designated service area
es the numbers woudd not have an impact on the Stares* JOBY allocations.

Funding for Indien tribes in the Child Care and Development Block Gramt (CCDBG) program is a
set-pzide ﬂqf the total allocared CCDBE funds.

Specificat]
{a) Allccate & set aside of 2% of the wtal JOBS allocation to Indian tribes and Alaska Native
organizations, :

&) Each grantee’s share of the set aside wonld be determined by its percentage share of the entire
adult Indian AFDC population which &3 living on or ngar reservations or within the
boundaries of the region represented by an Alaska Native organization.

() Provide for a periodic review of the percentage set-aside to ensure that it is based on an
accurate percentage of aduit AFDC recipients who are Indians living io the designated servige
area of 8 grantee. Provide for an automatic adjustment of the set-aside based on the results of
this review, ‘

& The remainder of the funding issued w ao Indian tribe or Alaska Native organization who
wishes to terminate or who have their programs terminated after the start of a fiscal year
would revert to the State in which the Indian tribe or Alaska Native erganization is located.
This is because the State would then be responsible for serving the AFDC recipients who had
been subject o the Tribad program.
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) An Indian tribe or Alaska Native organization would be parmirted to reallocate up o 10% of
its JOBS allotment to its WORK program, and vise versa,

4. CARRY~OVER OF FUNDS

LCurrent Law

States, Indian wribes and Alaska Native erganizations are currently prohibited from carrying over
Jederal funds awarded in one fiscal year to the next fiscal year. All federal funds received in a fiscal
year musi be ohligated by the end of the some fiscal year. Indian tribes and Alaska Native
organkiations have sometimes had to shut down their JOBS programs because new fiscal year funding
is often not received ursil November. Unlike States which are in g position to use their own resources
Jor operating JOBS pending the Issuance of gramt gwards, Indian sribes and Alaske Native
grganizorions do not have this hwury.  Siates also have the advantage of the Cash Management
Improvement Act {CMIA) which does not apply to Indian tribes and Alaska Nasive organizations.
CMIA soys that the Federal govermsent must pay iaterest o States if Stotes are forced 1o use Stare
Junds for somerhing for which Federal funds are normolly used. Thus, for example, Siaies were
{ssued a portion of their fiscol year 1954 JOBS funds o month before Indian tribes and Alaske Notive
organizations were issued any funds,

L]

Without timely gramt awards and withow forward funding, Indian tribes and Alaske Netive
organizarions elther had 10 cease the program or use other limited tribal furds in the interim.

Visi

The JOBS programs eperated by Iudion tribes and Alaska Nasive organizations would not have to
cease operation ar the beginning of a fiscal year due 16 the non-timely issuance of new grant gwards.

Ragionale

The Job Training Partmership Act program under the Departmens of Labor has authority for forward
Junding. JIPA gramees we permitted to carry over & maximum of 20% of funds from one program
year 1o the next.’

Specification:

(a) Indian tribes \x:xi 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

next fiscal year.
5. JOBS Funps ror ECONOMIC DEVELOPMENT
Current Law

Under current law, JOBS funds cannot be wsed to build/improve infrastructure which is so badly
needed By Indian tribes and In areas served by Alaska Native orgenizations, JOBS funds cannor be
combined with economic development funds to write propasais, make capital expenditures, ese. Indian
tribes and Alaska Native orgenizations can apply for promts from ACF's Administration for Native
Amerivans thor if received can be used o support these activitizs. What Indian tribes and Alaska
Native organizations con and whar some do is to use JOBS funds 10 irain individials to work In
economic development enterprises,
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Visi

Allowing tribal JOBS grantees 1w denote a portion of their JOBS funds to economic development
woudd give them additional opporsunity to help their clienss move towards self-sufficiency.

Rationgle

Without the leveraging of Federal funds for economic developmen:, there would be fewer employment
opportunities for Native Americans.

Specificati

(3}  Upon approval by the Secretary, Indian tribes and Alaska Native organizations would be
permitted to use no more than §5,000 or 10%, whichever is less, of their JUBS funds on
ecanomic development related projects. )

(b} All ezonomic development related projects that use JOBS funds must involve the training of
JOBS participams for relsted jobs.

6. ﬁéﬁm

All provisions in the discussion on deferrals gbove apply except for the following,

Specifications

{(a) Indian tribes and Alaska Native orpanizations who operate a JOBS program would be
responsible for the defermination as o whether an AFDC recipient is to be deferred.

7. EXTENSIONS
Visi

Tribal JOBS grantees would be responsible for gronting extensions to time Hmited AFDC benefus and
would not necessarily be held to the same limitation on the graming of extensions as would be the
WIGIES.

Rationale

Many reservarions and areas served by Alaska Narive organizations suffer from lower Hieracy rates
and higher unemployment than most areas of the country, .

Soecificad
(a1} Indian tnibes and Alaska Native organizations who operate a JOBS program would be

responsible for the determination as to whether extensions to time limited AFDC benefits
should be granted,
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i. INDIAN TRIBES AND ALASKA NATIVE ORGANIZATIONS TO DPERATE
TuER Own WORK PROGRAMS

Currept Law
Refer 1o this section under the general discussion of the WORK program.

Visi

Tribal AFDC recipients would be subject to the requiremeny to participate in JOBS just as they are
now. They would also be subject to time limits.

Indian tribes and Alaska Native organizations would have the vption to riwot JOBS. An Indion wribe or
Alaska Narive organization thas operates JOBS would be required 10 operate &« WORK program also.
Indian tribes and Alaska Native organizations are responsible for determinations of JOBS-Prep siatus
and extensions; however, there may be additional extensions becouse of unique twribal circumstances.
tribal members subject to fribal JOBS/WORK programs are excluded from any Siate program
measures,

The Tribal WORK program would have 1o look differerm from she State WORK program because of
the proposed funding formula. The portion of the WORK funding buased on a diversion of AFDC
grams would be difficulr and complicared o accomplish because of the State’s continued responsibility
Jor AFDC funds and the need for extremely close coordination berween the State and the Indian tribe
or Alaska Native orgonization. Therefore, 1t is envisioned thut the tribal WORK program would more
closely resemble a Conumunity Work Experience Program (CWEP) than a work-for-wages model (l.e.,
& tribal member would continue 10 recelve cash assistence, but would be required to participate In a
WORK acivity). Indian tribes and Alasks Native prganivations would be oble to use WORK
allocation 1o create job opportunities.

Rationale

Since the Indian tribes and Alaska Native organizoiions would have t be involved in the development
of WORK assignments on the reservasion, & follows that the Indian tribes and Alaska Native
organizarions be given the administration of the WORK program. Keeping the WORK program of the
tribad fevel would allow for a cominuum of acrivity. It also advances wribal self-determination and
provides for a more holistic framework for addressing the needs of Native Americans,

Specificati

() Indian tribes and Alaska Native organizations which operate 3 JOBS program woulid apply ©
administer a WORK program. Any applicaticn would have o be approved by the Secrelary.

{b) Indian tribes and Alaska Native organizations who do ot wamt 1o operate 3 WORK program
could not continue to operate a JOBS program.

{c) Funding for the tribal WORK program would be a percentage set-aside of the total WORK
allocation,
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) An Indian tribe or Alaska Native organization would be permitied to reallocate up (0 10% of
its JOBS allotment to its WORK program, and vise versa.

{e} AR Indian tribe or Alaska Native organization would not bc required to match Federal funds,

3] The WORK program set forth 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 inappropriate with respest to 2 tribal WORK program.

(8)  The Secretary shall develop appropriste data collection requirements.

’ th} Appropriate performance measures would be developed.

CHILD CARE

' 1. ALLOCATE JORS AND TRANSITIONAL CHILD CARE FUNDS
10 TRimes AND ALASKA NATIVE ORGANIZATIONS

Current Law

Under current low, Swates are the only entities eligible to administer title IV-A child care funds.
Parivipanss In Tribal JOBS programs whe need child care have to be referred 1o the State 1V-A
agencies in order to receive needed child care.

Although dute is nor coliecred on the extert thot title IV-A child care is wsed by Tribal JOBS
participants, anecdotal information from Tribad JOBS directors seems to indicate thay Tribal JOBS
participants do not always ger their child care needs saken care of sthrough she Swate. Potential child
care providers on reservations are gften fntimidared or uncbie 1o provide necessary information 1o the
State in order to meet State requirements. Indian tribes and Alaska Native organizations that receive
Child Care and Development Block Grant (CCDBG) funds sometimes use these funds to pay the cost
of the child care 1o-avold dealing with the State, By wsing CCDBG funds to pay for the child care
needed by Tribal JOBS participants, the Indian tribe or Alaska Native organization connot use the
Junds to serve the ohild core needs of others who qualify.

Visi

indian tribes and Aiaska Notive organizations would not have to rely the Swae IV-A agencies 1o
guarantee the child care needed by Tribal JOBS participants and trensitional child care: Funding the
Tribal JOBS granmees o guarantee child care makes 4 easier for these ensities to ensure that Tribal
child care needs are met. Tribes would be provided funding for child care up 1o an amount equal 1o
their JOBSIWORK allomment fram title IV-A furds to address JOBS and transitional child core needs.

Rationale i

Indian tribes and Alaska Native organizations who currently rely on the wse of CCDBG to provide
child care that is the responsibility of the State IV-A agency would be ghie 10 use CCOBG funds for
their intended purpose once JOBY und transitional child care funds are available 1o them. The
amount of child care funding availeble to the Indian tribes and Alaska Narive organizations from title
V-4 funds for JOBS and sransitional child care and CCDBG should be syfficiens to meet the child

care needs without the edditional funding provided by At-Rizk Child Care. Therefore, it Is not being
recommended 1o fund the Indian fribes and Alaska Native organizations directly Jor the Ar-Risk Child
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Care program ot this time, However, we are adding a provision o give the Secretery authority to
determing thar there is @ need in the finure and v allocare funds for At-Risk Child Care 1o tribal

programs ar that time.

Specificati

(@) Upon an approved application, all Indian tribes and Alaska Native organizations that operate a
JOBS/WORK program would be allowed to administer title IV-A JOBS and transitional child
care funds.

(b} Tribes that elect to administer title IV-A JOBS and transiticnal child care funds would receive
reimbursement from title IV.A funds for the actual amount spent on ¢hild care up 1o an
amount equal to their combined JOBS and WORK allotment.

{©) Indian tribes and Alaska Native grganizations would not be required o match Federa! funds.

(d)  The JOBS and transitional child care program set forth in the application of an Indian ribe or
Alaska Native organization under this part meed not meet any requirement of the JOBS and
transitional child care programs that the Secretary determines is inappropriste with respect io
such &ribal JOBS and transitional child cars program. The CCDBG health and safety
standards, however, could not be waived.

{e) The Secrstary shall develop appropriate data collection requirements.

{6 Appropriate pecformance measures would be developed.

MISCELLANEOUS

i. TECHNICAL ASSISTANCE, DEMONSTRATIONS AND EVALUATIONS

Surrenf Law

The three year contract awarded in 1990 to provide technical assisiance to Tribal JOBS gramees
expired last year. Tribal JOBS grawsees are nut eligible to operate demonstration projects. And
evaluations of the Tribal JOBS programs have not been done.

Visi

70 gain more thorough information sbow what makes ¢ successful Tribal or Aluska Narive JOBS
program, evaluation is needed just as it is for Stare programs.

Rationale

Welfare reform will be a major force in Indign country. Whatever form welfare reform rakes, indian
fribes and Alaska Native organizations will need ongoing technical assistance 1o wnderstand and
implemens necessary changes 1o their JOBS programs.

Most Tribal (including areas served by Alaska Native organizasions) environmenss are sufficiently
differens from State environments 10 warrant the involvement of a certain number of Indian tribes or
Alaska Narive organizations in demonsiration prajects. A demonstration project may further allow an
Indian tribe or Alaska Norive organizarion to design and implement a progrom that tests innovative
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approaches thot suits the unigue circumstances of thar Indian tribe, Alaska Narive organization or of
Indion country.

Soecificati

() Indian tribes and Alasks Native organizations would be eligible to submit applications for
demonstration projects related to welfare reform, such as combining JOBS and WORK into a
block grant. .

(b}  Any contract awarded fcr the provision of technical assistance following the passage of

welfare reform legislation must specify that Indian fribes and Alaska Native organizations
receive 3 fair share of the technical assistance,
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As under curremt law, Territories would be required 1o operate a JOBS program. However,
Territories would have the option 16 run a time-dmited system or not.  Should a Territory choose to
implement a time-limited system, operarion of a WORK program would be mandatory, The funding
Jor operation of the WORK program would be avallable in an equivalent manner as for all States.
Provisions which would remove Ar-Risk child care from the section 1108 cap (see IMPROVING
(OVERNMENT ASSISTANCE section) would enable Territories 10 meet their expanded child care needs.
Additionally, the Secretary would have flexibility to accommodate special circumstances faced by
Territorizs, '

Specificati
1. JORS avp TiME LbwaTs

{2} Funding level for JOBS would be at the enhanced match rate {described in JOBS Funpmg
shove}. The JOBS alocation methodology would be the same as under current law.

) Time-limits would be an option. Territories can elect to implement a time-limited system but
are not required 10, If & Territory chooses W operate a time-limitad system, it must specify a
phase-in strategy in the plan, subject 10 Secretarial approval. Territories would also be
required to specify a time-frame for implementing a time-limited system Territory-wide,
subject 1o Secretarial approval.

(c) Territories would be subject to all participation rates and other performance standards if
applicable. However, the Secretary shall bave the authority w wmodify these and other
requirements to accommodate special circumstances,

2. WORK BEQUIREMENTS

{a} If Territory elects to operate 3 Umelimited system, a2 WORK program is mandatory.
Territories would be required v specify an implémentation plan, subject o Secretacial
approval,

{6} WORK funding would be the same as JOBS ~ 75 percent march for administrative costs from
the pational capped entitlement. The WORK allotment would be based on the same
methodology as for other States: based on number of JOBS participants subject 1o time-limits
and pumber of WORK registrants, WORK wages funding would come from Se¢, 1108
capped monics (i.e., the AFDC benefits these recipients would have gotten anyway under 2
nop-time-limited system).

{c} The Secretary shall have the authority to allow or require Territories to opt-out of a time-
limited and WORK system. Territories can opt-is again after & least 5 years,
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WAIVER PROVISIONS [Title 1]

Current Law

Section 1115 of the Social Security Act provides the Secretary autharity 1w waive compliance with
specified requiremenss of the Act that are judged likely to promote the objectives of the AFDC, child
support, or Medicaid program. Demonstrations wader walver authorify must be cost newtral 10 the
Jederal government and must be rigorously evaluated.

.‘.f; .

The two-year time lmit is part of the owerall ¢ffors to shift the focus of the welfare system from
disbursing funds to promoting self-sufficiency. It iz bnperative that we send g clear and consistent
message about our expectarions of the Stazes and of welfare recipients.  For that reason, the muombers
- of waivers granted o Siotes o opply time Hlis other than 24 months will be limited 1o 5.

Sites will be able w conduct demonstrations regarding the WORK program.  However, certain
aspects of the WORK program will not be walvable so that reciplents are afforded some protections
against financial losy ond loss of %&dzmié and o eusure thar the program does not result in
displacement of other workers.

(@) - Allow the Secretary w authorize no more than five demonstrations with time limits other than
24 monthy, These time Himits can be longer or shonter than 24 months provided that they are
sousistent with the overall goals of the JOBS and WORK programs.,

{a} Each State shall have a WORK program.

£} No person defined as eligible in for the WORK program  shall be excluded from the WORK
program.,

- {e) Participant familizs in a demonstration program, other than those subject to sanctions, shall
not be made worse-0ff than a family of the same size, with no income, receiving AFDU bene-
fits. ’

{d) Participants employed under any demonsiration program shall be compensated for such
employment at a rate no less than the highest of:

. . the Federd minimam wage specified in section 6{a)(1) of the Fair Labor Standards

Act of 1938;
* the rate specified by the appropriate State or ocal minimum wage law;
» the rate paid to employees or trainees of the same employer war%:zng the same length

of time and performing the same type of work,
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In assigning participants in the demonstration program to any program activity:

. gach assignment shall tske into account the physical capacity, skills, experience,
health and safety, family responsibilities, and place of residence of the participant;

. no participant shall be required, without his or her consent, to travel an unreasonable
distance from bis or her home or remain sway from such home overnight;

. individuals shall not be discriminated against on the basis of race, sex, nationa! origin,
religion, age, or handicapping condition, and &ll participants will have such rights as
ar¢ available under any applicable Federal, State, or local law prohibiting
discrimination;

Appropriate workers” compensation and tort claims protection shall be provided to participants
on the same basis as they arz provided o other individuals in the State in similar employment
{as determined under regulations of the Secretary),

No work assignment under the program shall result in a viclation of any non-displacement,
grievence, or consulation provisions specified in the JOBS, TiME Livat anp WORK section.

Funds available to carry out 8 demonstration program may not be used to assist, promote, or
deter union organizing,

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 viclates any of the prohibitions described in subsection (g). A decision of the State
under such procedare may be appealed to the Secretary of Labor for investigation and such

action as such Secretary may find necessary.
Participants iz the program and their families shall be categorically eligible for Medicaid.
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MAXE WORK PAY [Tide I, Tide VII}

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 hut the family remained poor.
Even full-time work can leave a faraily poor.  Almost 11 percent of these female heads who worked
full-year/full-time were poor, 15 percent if they had children under six years of age. Simultaneously,
the welfare system sets up 3 devastating arrgy of barriers for people who receive assistance but want
to work. [t penalizes those who work by taking sway benefits dollar for dollar; ¥ imposes arduous
reporting requirements for those with earnings but still eligidle to receive assistance; and it prevents
saving for the futyre with a meager limit on assets. Moveover, working poor families often Jack
adequate hiealth protection and face sizeable child care costs. Too often, parents may choose welfare
instead of work in order to ensure that their children have bealth insurance and receive child care, ¥

. our goals are to encourage work and independence, to help families who are playing by the rules, and
to reduge both poverty and welfare use, then work must pay better than welfare,

Working family tax credits are a major component of making work pay. The expansion of the
Earngd Income Tax Credit (BITC) passed in 1993 was a significant step toward making it possible for
low-wage workers to support thenselves and their familics shove poverty. When fully lmplemented,
it will have the effect of making a $4.25 per bour job pay nearly $6.00 per hour for 3 parent with two
or more children, Those families who are eligible for the maximum credit in 1996 obtain, in effect, a
raise worth $1.62 per hour (or $3,000 per year), assuming full-year/fulltime work. Full utilization
and periodic distribution will maximize the effect of this pay raise for the working poor.

A critical step toward making work pay is ensuring that all Americans have health insurance
coverage. Many recipients are trapped on welfare by their inability to find or keep jobs with health
benefits that provide the security they meed. And too often, poor, non-working farmilies on welfare
have belter coverage than poor, working familics. The President’s health care reform plan will
provide universal health care coverage, ensuring that 0o ome will have w0 choose welfare instead of
work 10 ensure that their children have health insurance. The EITC expansion, access to child cars,
and health care reform will support workers as they leave welfare t5 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 ¢hild care for participants in the
transitional assistance program and for those who transition off welfare, child care subsidies will be
made availzble to low-income working families who have never been on welfare.

Al regulatory provisions specified in this section shall be published within 1 year of enactment of this
act, unless specified as otherwise,
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The Federal Government currestly subsidizes child care for low-income families through a number of
different programs. The programs have different eligibility rules and regulasions, creating an
extremely complicated system that Is hard for both providers and recipients to navigare. The major
existing programs include an ewnditlement to child care for AFDC recipieras (ttle IV-A) transidonal
child care (TCC) also an emidement) for up to a year for people who have left welfare for work; a
capped entitlement ($300 miliion} for those the Stase determines to be aprisk of AFDC receipt (As-
Risk); and the Child Care and Development Block Grans {CCDBG). There i3 also ¢ disregard for
child cere casts available 10 working AFDC recipierss. While these rudtiple programs provide
valuable support for child care, legislative changes are needed 1o strengthen the welfare reform plan,

We are o this time roking changes ondy In the IV-A programs, whick will remain a3 separate
authorities, Any changes in the CCDBG will be made during its reawthorization in 1995.

Visi

Child care is crisical 10 the success of welfare reform. It is essential to provide child care suppori for
paremts receiving assistance who will be required to puaricipare in education, taining, and
empioymere, In addition, child care support for the working poor is siso essential to “making work
pay” and 1o enable parents so remain in the workforce. Qur goals are 1o increase child care funding
s0 thar familles have the access 1o the child care that they need, to simplify the administration of
Federal child care programs to support the development of Stare child care systems and to reduce the
likelihood that parents and children will have to change praviders as they move from funding stream
to funding stream, and to ossure that children are cared for in healthy and safe environmenis.

Ratiomle

We are praposing to increase available child care support significantly by extending the child care
guarantee 10 JOBS Prep and WORK program participants and by increasing the funding for child
care for working poor jfamilies through the Ar-Risk Child Care Program. To assure occess 10 @
variety ¢f forms of child care, we would prohibir States from lowering their Stute-wide Hmits and
mandate that States supplement the disregard or provide a second, direct payment oprion to ali
parests.  To lmprove consisiency, we propose io have the IV-A child care programs jollow the
CCREG requirements and allow States 10 place all Federal child care programs in one agency.
Finally, to increase supply and improve guality in order to ensure thar children are in healthy and
safe environments, we propose 1o crease o sel-aside in the Aw-Risk program, to mgke licensing and
monitoring of IV-A ¢hild care programs gllowable for reimbursement gz an administrative cost, 1o odd
IV-4 requirements that Suaies must gssure thae children do not have access 1o toxic substances and
weapons and that all children must be immunized to meet the Public Health Service immunization
standards. '

We have selected the strategy of using the CCDBG siandards and adding rwe new standards because
we believe shis truly represemss the ndnimal requirements that can assure that children are protected.
Many States vbvicusly agree since they are already using the some standards for IV-A chlld care and
CCDBEG child care according lo their State plans.  In all cases except bmmunization, States will
continue 1o establish their own standards, in the case of immunization, we do not believe requirements
should vary from State to State.  Using the CCDBG standards for IV-A child care also strengthens the
parental rights and opportunities; we will assure the parental choice of providers, provide parents
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information on aptions for care and payment of child care, and establish a system for parental
complaints.

(b}

{a}

®)

)

&)

{e)

Change the State match for the At-Risk Child Care Program, Section 402(¢i) to that congistent
with the new, eshanced match for other IV-A gervices. Increase the amount authorized for
the program to $300 million in 1995; $500 million in 1996; $580 million in 1597, $755
million in 1998; and $1 billion in 1999. The program will increase by $30 million each year
thereafter until 2004 when it will increase by $100 million. Restrict eligibility to families not
eligible for other IV-A child care programs. Reallocate unused At-Risk funds to States that
have exceeded the required State match. If the State unemployment rat2 increases
dramatically, the amount of the required match would be reduced. Similarly, the capped
eptitlement would be increased in the event of high usemployment nationwide. (3ee
description in JOBS, Time Livrrs A WORK section}

Change the State match’ for all oﬁ:er IV-A child care programs to the new, enhanced match

" for other IV-A servicss,

Continue to have the IV-A child cars funds flow to the IV-A agency but give the States the
explicit option 1o contragt © the lead CCDBG agency.

Make the IV-A requirements for coordination, public involvement, and eonsultation in
relationship to development of the IV-A child care plan consistent with the requirements of
the CCDBG statute,

Make the IV-A child care requirements consigtent with CCDBG requirements with respect to
parental rights and health and safety standards.

Add to the health and safety standards section:

{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.

{3 a requirement that the State must have rules 10 assure that po child has aceess to wxic
ard illegal substances or weapoxns in the ¢hild care senting.

Require that the State establish and periodically revise sliding fee scales that provide cost
sharing by the families that receive Federal assistance for child care services, The foe scales
will be the same for all programs (those used for CCDBG).

Establish one requirement for State reporting to cover al!f programs, with core data elements
to be defined by the Secretary.
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Contineiteof Care

Give States the option under the IV-A programs to extend hours and weeks of care when
reasonable to assure comtinuity of care for childrea. .

Information to Parents

Require that States must provide child care information o parents (use CCDBG language,
adding “(including options for care and payment).”}

Create a 10% set aside in the At-Risk program for supply building and quality improvements
using language in CCDBG Section 658 (G) as allowable activities and adding as an allowsble
activity the expamsion of the supply of care for infants and toddlers in low-income
communities (as defined by the States),

Establish explicitly that Jicensing and monitoring of IV-A funded child care providers is an
allowable administrative cost, limited by a ¢ap on expenditures of $15 million a year with
State allocations set by 2 formula established by the Secratary.

Bayment

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

Retain the disregard, but mandate that States must offer working AFDC recipients the same
fevel and forms of ¢hild cars assistance as families in JOBS, TCC, and At-Risk Child Care,
To awomplish this, States may either offer families the choice of the disregard or # direct
paytnent for care of they may instead offer them 4 supplement to the disregard.

Guarantee child care for volunteers whose activities are approved as pant of their
employability plan under JOBS regardiess of the availability of JOBS funding for those
activities if the volunteer still undertakes the approved activities,

Territori
Allow territories to use WORK funds to pay for child care for WORK participants; continue

w aliow them 10 use JOBS funds to pay for child care for JOBS participants. Remove At-
Risk Child Care from the wrritorial cap (See IMPROVING GOVERNMENT ASSISTANCE Section).
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B. IMPROVING THE EITC [Title IlI]

The earned income tax credit (EITC) is ¢ refundoble tax credit available to a low-income filer who
has earned income and whose adjusted gross income i3 below specified thresholds., Low income
workers can claim the EITC when filing their rax returns at the end of the year. In addition, workers
with children have the choice of obtaining a portion of the credit in advance through thelr employers,
and clalming the balance of the crediv upon filing their income tax rexturns, The omourt of the
advanced payment Is calcuisied on the basis that wpayers have only one qualfying child.  The
annwy advanced EITC payment cannot exceed 60 percent of the maximum full-year EXTC for ¢ family
with one child. In 1996, the maximum advance payment would be 31,223,

An employee choosing 1w receive g portion of the EITC in advance does so by filing a form W-5 with
his or her employer. The employer Is not reguired to verily employee's eligibility for the credit,
Employers may be penalized for failing to comply with an employee’s request for an advanced
paymens. The employer calvidaes the edvonced EITC payment to which an employee Is entitled based
on the employee’s wages ond filing status and adds the qppropriste amount (o the emplovee's
paycheck.  The employer reduces its paymens of employment and income taxes to the IRS by the
aggregate amount of advanced EITC payments made during the pericd and reports this amount 1o the
IRS on form 941, :

At the end of the year, the employer notifies both the IRS and the employee of the actual amourys of
advernced credits paid to the employee by filling in a box on the Jorm W-2. When filing thelr income
tax return gt the end of the year, an employee is required to report advance payments, if any, of the
EITC.

Visi ;
]

The proposal would promote use of advance poyment option of the Earned Income Tox Credit

(ABITC) by allowing selected public agencies to administer an advanced EITC pavmernt for low

income workers who voluntarily request it.  For example, a States might chovse 1o administer the

AETTC through Food Stamp offices, States are not perminted to do this under current stanude.

Rationale

Few programs are oy effective In reacking the eligible popudation as the EITC. Despite the successes
of the current program, the delivery of the EITC could be improved, particularly by enhancing the
probability thar the EITC will be clabmed in advance throughout the year rather than.as a yegr-end
lump suwm paymens. In recent years, fewer than I percent of EITC clabmants have recetved the credit
through advance payments in their paychecks. The reasons for the low wilization rate are not fully
known, though a recens GAO study found that many lowincome taxpayers were unaware they could
claim the credit in edvance. '

¥
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There may be other barriers to participation in the advance payment option. The GAOQ swdy also
Jound that once informed, many workers stated that they would prefer 1o receive the EITC in a lump-
sum payment. While some warkers may simply prefer the forced savings aspect of receiving the credit
in @ lunp sum, others may fear their employer’s reaction if they ask for a governmen: wage
suppiement to be added 1o thelr paycheck. Others may be fearful of owing the government g large
sum of money at the end of the year because they received too large an amount in advance.

It is believed that welfare reciptents, in particular, could benefit from recelving the credit ar more
regdar incervals throughous the year. By receiving the credit as they earn wages, workers would
observe the direct link berween work effort and the EITC.  Public agencies thar deal directly with
welfare recipients are uniguely advanzaged 1o ensure that the AEITC option s used frequemly and
gppropriately, They could explain to recipients wha are about 10 transition from welfare to work how
the ARITC will increase thelr income streqm, making work ¢ more rational option.

Allowing States the option to provide advance payments of the EITC through public agencies (e.g.,
the offices which also provide food stamp benefits) could dramatically increase use of the AEITC
amaong the working AFDC and ex-AFDUC populations, A Stare could choose o target information
about the EITC to welfore recipienss or other individuals likely to become welfare recipienss bt who
are currently ourside the workforce. Individuals could have the cholce of receiving the credit from a
neutral third-party, withow fear of notifving their employers of their eligibility for the EITC.
Moreaver, they could receive assisiance in determining the appropriate amount of the EITC to claim
in advance. States would also have the resources 1o verify eligibility for the credit better than
employers, reducing the risk of erroneous payments being made to ineligible persons. This option
would alse etlow for an evaluation of alternative delivery Systenss.

Specificat

) A State would have the pption to propose to the Secretary of the Treasury 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 1o provide the advance credit,

() Approval by the Secretary of the Treasury of a State's proposal would be required in all
cases. The Secretary of the Treasury would consult with the Secretary of Health and Human
Services, the Secrstary of Agriculture, and other Departmental Secretaries as appropriate if
the State proposal inciudes coordination of EITC payments and other Federal benefits,

©) Where appropriate, States may include in their proposals coordination of advance payments of
the EITC and cther Federal bemefits (such as food stamps) through electronic bensfit
technology, i

(d) State plans would be required o specify bow payment of the EITC would be administered.

. States must include a detailed explanation of how eligibility for the credit would be

determined and verified. States would also have 10 agree 1o provide recipients and the IRS

with annual information reports in a timely fashion (typically by January 31 of the following

year} showing the smounts of the EITC paid in advance, In addition, States would agree to

provide the IRS with 2 listing by December 15t of the 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 10 mest these reporting requirements would not be allowed @
continue participation in the program,
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States would be allowed (but not required} o provide on an advanced basis up 0 75 percent
of the maximum amount of the credit for which the taxpayer is eligible and voluntarily

Tequests.

States would reduce payments of withholding taxes {for both income and payroll taxes) from
their own employees by the amount of the advance payments made during the prior quarter.

After the processing of income tax returns and matching of returns with information reporis,
the Secretary of the Treasury would be required to issue an annual report detailing the extent
o which EITC claimants under State plans: {1} participated in the State plan; (2) filed a tax
return; (3) reported accurately the gmount of the advanced payments payable during the year
by the state; and {4) repaid any overpayments of the advanced EITC within the prescribed
time. The report would also conain an estimate of the amount of the sxcessive overpayments
made by the state. Excessive overpayments would include advance payments not reported on
the tax return and advance payments in exeess of the EITC calcolated on the basis of
information reported o the IRS and causing taxpayers to owe m:zst?nding amounts 1o the IRS,

H
States would be required to repay the Federal government 50 percent of excessive advance
payments subsequently 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 normal progedures.
The 4 percent threshold applies to all advanced payments made by the State for a given tax
year, States would become Hable for the excessive amounts two years after the due date for
the filing of a tax return, ;

The Secretary of Treasury and the Secretary of Health and Human Services would jointly

ensure that technical assistance is provided to States undenaking demonstration projests aimed
at increasing participation in the EITC and the EITC advanced payment programs. Sufficient
training and adequate resources would be provided to both agencies pursuant 10 the provision
of technical assistance to the States. The Secretaries of Treasury and HHS will see that such
pilots are rigorously evaluated. '

The Secretary of Treasury, in cosmsultation with the Secretary of HHS, shall enter into
agreements with up W 4 States 1o pilot and assess the development and implement publicly
administered advanced Earned Income Tax Credit initistives. The Food Stamp population for
the selected States ¢an not equal more than 5% of the Food Stamp caseload nationwide.

These agreements shall provide planning and implementation grants to States selected under
this provision provided; ‘ !

(i} that the Secretary of the Treasury also reviews and apprmres of the proposal submitted
to the Secretary of DHHS,

{i that the selected States agree to share their findings and Iessons with ather interssted
States in & manner $H be deseribed by the Secretary,

The twtal amount svadable under this provision for demonstration planning, organizing, and
suut-up is $1.4 million and no individual State can receive a grant in excess of $500,000,
These demonstration programs shail not excesd three years in duration.

AFDC and Food Stamp zdministrative funds can be used to pay for these provisions.
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C. INCOME DISREGARDS [Tile VI
Current Law

Federai AFDC law requires thas all Income received by an AFDC recipiens or applicant be counted
against the AFDC grant exceps income that is explicitly excluded by definition or deduction.  Stares
are required by Federal law to disregard the following income: (1} for the first jfour months of
earnings, working recipients are dliowed a 390 work expense disregard, another $30 unspecified
disregard, and one-third of remaining earnings are also disregarded; (2} the one-third disregard ends
after four months; and {3) the wnspecified $30 disregard ends after 12 months.

In addition, o child care expense disregord of $175 per child per month (8200 if the child is under 2}
is permined 1o be calculated qfier other disregard provisions have been applied. Currendly, 350 in
child-support is passed through to families with established awards. States are now required to
disregard the EITC in determining eligibility for and benefits under the AFDC program.

]

Visi

The provisions proposed wnder this component are designed to: (1) make the treatment of Income
simpler for both recipients and welfore officialy to understand; (3) moke work a more attractive,
rational option for those who would continue 10 receive assistance; (3) remove the time sensitivity ¢f
current rufes {Le., eliminate provisions which change the rules governing the treamment of income
depending on how long the person has worked); and (4) improve the economic well-being of those
who need 1o combine work and welfare, (See IMPROVING GOVERNMENT ASSISTANCE for other earning
disregard provisions)

Specificati

(2} Require States 1o disregard a3 minimom of $120 in earnings, indexed for inflation in rounded
invrements of 310,

) States will have the flexibility to establish their own disregard policies on earned incotne
above this amount for both applicants and/or recipients and WORK progran participants.

© States shall have flexibility in establishing fill-the-gap polkies {i.e., States will have the
flexibility to determine which types of income should be considered in developing 2 fili-the-
gap policy, such a5 child support payments, stipends, etc, in addition 1o earned incoms).

{4y The AFDC $50 pass-through of ¢hild support payments will also bg indexed for inflation in
rounded $10 increments. States will have the flexibility to pass-through additional child
support payments above this amount.

{e) The Federally established earnings disregard and the $58 child support pass-through will be
indexed for inflation according to changes in the consumer price index (P}, The disregards
will be rounded to the nearest 510 increment, ‘
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The base period for the provisions to index the disregards shail be the calendar quarter ending
September 30, 1996, 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-rounded disregard
amount, For example, if the unrounded adjusted value of the disregard is $125, thea the
-rounded disregard is $130. To determine the value of the disregard in the subsequen; year,
the change in the CPI will be comparsd to $126, not $130.  Adjustments 1o the disregards
will become effective the following January 1.

4} The effective date of these provisions shall be October 1, 1996,
Rationale
The proposal allows for greater State flexibility; State can determine the appropriate income disregard

and can determine which sources of income to disregard. The indexing of the minimum amount will
ensure that working recipients are gfforded an adequate earned disregard in the future.
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PERFORMANCE MEASURES PROPOSAL [Title IV]

Vision ¢

The provisions described in this section inltiate a process that will result in the development and
implementation of a comprehensive performance measurement system which reflects and reinforces the
emerging “culture” of the redesigned welfare system.

Current JOBS Law
Under the 58A section 487 [FSA Section 203(b)] not laer than October 1st, 1993, the Secreiary of
Health and Humar Services shall;

{1} in comsuliation with the Secreiary of Lobor, representatives of organizations representing
Governors, Stare and local program administretors, educators, State job training coordinating
councils, community-based organizations, recipients, and other interested persons, develop
performance standards with respect 1o the programs established pursuant to this part that are based,
in part, an the results of the siudies conducted under section 203(c) of such Act, and the initial Stae
evaluations (if any) performed under section 486 of this Act; and

(2) submit histher recommendations for performance standards developed under paragroph (1) to the
appropriate comminges of jurisdiction of Congress, which recommendations shall be made with
respect 1o specific measurements of owcames and be based on the degree of success which may be
reasanably expected of Stutes in helping individuals to increase earnings, achieve self-sufficiency, and
reduce welfore dependency, and shall not be measured solely by levels of activity or pariicipation,
Performance standards developed under this subsection shall be reviewed periodically by the Secretary
and modificd to the extent necessary.

Participation rate for all AFDC recipients required to participate in JOBS (45 CFR 250.74(b) and
250.78) ~ For Fiscal Year 1994 the required panicipation rate is 15%. This is to ensure that 3
minimum proportion of the AFDC adult population is participating at a meaningful {significant} level.

Participation rate for AFDC-UP recipients (45 CFR 250.74(¢) - For Fiscal Year 1994 the required
participation rate is 40%, This ig 10 ensure that a minimem proportion of the AFDC-UP principal
wage earners or their spouses engage in work activities.

Target group expenditures (43 CFR 250.74(a)(1)) - At {east 55% of a Swate’s JOBS expenditures mast
be spent on applicants and recipients who are members of the State’s target populations as defined &t
43 CFR 250.}. 'This is 1o ensure that the hatd o serve are served by requiring that 55% of IV-F
expenditures are spent on the target groups defined in the statue or, if different, approved as 2 part of

the State’s JOBS plan.

The JOBS Case Sample Reporting System {CSRS) way established o meet some of the reporting
requirements mandated by section 487 of the Social Security Act. However, the data necessary to
gstahlish participation rates is collected through both CSRS and aggregate hard copy. Only data
necessary o establish the numerator for overall panticipation is collected through CSRS. The
population from which each State must draw its sample {or in lieu of drawing 2 sample, the State may

&6
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submit the entire population each month} is defined as the number of JOBS participants that were
engaged in at least one hour of activity in an approved JOBS program component during the sample
month. In addition to JOBS program data, a limited amount of dmgragbzc data and child care data

is also required 1o be submitted. f
Qurrent OC Law

Under section 408 of the Social Security Act, States are required to operate 2 quality control system
in order o ensure the accuracy of payments in the AFDC program. Siates operate the system in
accordance with time schedules, sampling methodologies, and review procedures prescribed by the
Secretary, The law defines; what constitutes @ payment. errar; how error rates and disallowances are
caleulated: the method for adjusting State matching payments; and the administrative and judicial

reviews avallzble 1o States subject to disaliowances because of error rates in excess of the national
standard {i.¢., the naticnal error rate for each year).

The AFDC-QC systers functions primarily as 2 monitoring/auditing system. Its primary purpose is 10
establish the correctness with which payments are made to AFDC cases in ¢ach State. The AFDC-
QU system also obtaing the data necessary to produce the publication entitled “Characteristics and
Financial Circumstances of AFDC Recipients.” The AFDC-QC system is not used to meet any of the
repming requirements for the AFDC programi.  Subsequent 1o the establishment of this system,
which is a subsystem of the National Imtegrated Quality Control System (NIQCS), OMB required
additional AFDC data be collected to replace the biennial survey of &?ZL}{I familles that had been in
place through 1879,

Yision ;

One objective of welfore reform is 10 trangform the “culture” of the welfare system; from an
institwsional system whose primoary mission is 10 ensure that poor children have a minimal level of
econmnic resources 10 @ sysiem that focuses equal attention on the task of integrating their adult
caretakers e the economic and soclal mainstream oF sociesy.  We envision an outcome-based
performance measurement system that conzists of a limited set of broad measures and focuses Stare
efforis on the pouls of the tronsivional support sysiem - helping recipients become self-sufficien,
reducing dependency. and moving reciplents imto work.  The system would be developed and

implemented over tne, 2y specified in staute.  Inverested parries will be included in the process for
determining ouicome-based performance measures and standards,

- Until @ zystem incorporating outcome-based standards can be pul in place, State performance will be
megsured against service delivery measures as specified in stuwture.  Thexe service delivery standards
would be used to monitor program implementation and operations, provide incenvives for fimely
implementation, und ensure that States were providing services needed to vonvert welfare inte ¢
transitional support system. The current targeting and participation standards would be eliminated
{see draft specifications on JOBS, Tg Linirs, Axp WORK).  The new service delivery measure for
JOBS would ensure thot a substantial portion of such cases are being served on an ongoing basis. As
soon as WORK program requirements begin 1o take effect {i.€., two years gfter the effecrive date of
the start of the phase-in), Staes would be subject 10 @ performance standoard under the WORK
program. Umil automated systems are gpergtional and reliable, Srue performance vis-a-viy these
service delivery measures wonld be bused on information gathered through the modified QC system.
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Within a specified time period after enactment of this bill, the Secrerary will develop @ broader system
of standards which incorporases measures addressing the Stares” success in moving dhients toward self-
sufficiency and reducing their average tenure on welfare. All accompanying regulations to this
section shall be published within 12 months of the engcoment of this act, unless an effective date is
otherwise specified.

Rationgle

The standards against which pystems performance are judged must reflect the emerging mission or
goal of the reformed systems.  The existing Quality Control (QC) sysiem may aciually create
counterproductive inversives for States arempiring 0 cope with this emerging insitutional
environment, QC focusses on how well the income Support function is done to the exchusion of other
systems goals. This directly shapes the amosphere of und feel within welfare agencies; how
personnel are selected and trained, how administrative processes gre organized, and the basis for
allocating organizatdonat rewarids,

It is g simple reality that the monugement and technological demands which emerge from a system
designed t0 change how people funciion are more complex than those for an income support system,
Strategies that judge performance solely by inputs or effort will no longer be adequate. The new
system: eventually must be judged by what is accomplished rather than how it is accomplished. At the
same time, the challenges of mransforming organizational cultures cannat be ignored: we must remain
cognizant of the implemertation and operational chaf!ezzges all levels of government will confrom in
moving to the new system,

In response to the demaonds imposed by substantive orgonizational change, the “official” focus of the
Q0 sysrerm will be revised ro Include program owtcomes in addivion 1o payment accuracy. The QC
system showld reflect the new mission of the system withow jeopardizing the integrity of the program
as it is currently undersiood. This can be achieved through the development of performance measures
and stondards that reflect the degree to which the policy Is implemented as intended and which
evenrually focus on results, while ensuring that the residual income support functions are administered
competently, The goal is that payment accuracy and other designated performance standards be given
equad priority by the welfare agency,

Provisions 1 through 3 generally deal with requirements and procedures for establishing performonce
ourcomes; provisions 4 and § deal with developing service delivery measures and standords to assess
whether the program is being implememted and operated as intended; and provision § provides the
necessary authority to modify the QC system 1o carry owt the monitoring functions specified in the Act.

Specifications
i.

Yision

Part 1 Thiz provision provides general awhority ro the Secreiary of DHAS 1o establish an oucome-
based performance standards sysiem.

The vision governing welfore reforpt is consistent with the theme of Treinventing government,”
Uitimasely, this means less federal prescription, greater local flexibility and responsibility, and the
measurement of success by outcomes and not inpuis or effort.
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Ratiogale
These provisions esiablish and reinforce the goal that Siate performance eventually will be judged by
the results they achieve and not the way they achieve those resulis. This means keeping o jfocus on

the goals of reforny moving clienss soward selfsufficlency and independence while ensuring the
overall well-being of children and their families.

Specificati

fa)  In accordance with the effective dates specified, in order 1o assess State performance, the
Secretary shall enact an outcoms-based performance standards system that will measure the
extent t¢ which the program helps participants improve their selfssufficiency, their
independence from welfare, their Iabor market participation, and the economic well-being of
families with children, As specified below, the Secretary shall first develop outcome-based
performance measures and then shall take steps to set expectedd standards of pecformance with
respect 1o those measures. The system will dso include performance standards for measuring
the extent to which individuals are served by the transitional support system {i.e., service
delivery standards}.

) The current quality comrol system shall be revised to reflect the new performance standards
system (see section on Quality Control).

¢} The Seeretary shall publish annually State-level dats indicating State performance under such
a system, |

() Amend Sec. 487 (b) to read: The Secretary may require $t.ates! 10 gather such information
and perform such monitoring funetions a8 are appropriste 1o assist in the development of such
3 performance measurement system and shall include in regulstions provisions establishing
uniform reporting requirements for such information. t
i
{e} in adopting performance standards the Seoretary shall use a;};}w;;z‘im methods for obtaining
datz as necessary, which may include access 1 carnings reconds, State employment security
records, Siste Unemployment Insurance records, end records collected under the Federd
Insurance Contributions Act {chapter 21 of the Intsrnal Revenue Code of 1986); drawing
relisble statistical samples and revising QU reviews of AFDU payment and case information;
and using appropriate safeguards to protect the confidentiality of the information obtained.

&3 The Secretary shall, in consultation with appropriate interested parties, review and modify the
performance measures and standards, and other components of the performance measures
system periodically as appropriate, : ‘ )

Part 2:  This provision requires the Secretary to propose a specific set of intermediate outcome
measurey and esrablishes a process and timetable for doing such, .

Before outcome-based standards are established, o set of outcomebased measures will be pur in

place. {Note: a meosure Is merely an aspect of the program on which data is collected, a siandard is
a specific fevel of performance that is expected of States or agencies with respect to that measure.)
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These provisions are viewed as the first sep toward developing a true ouscome-based performonce
measurement sysiems and recognize complementary work toking place in other agencies,

Eationale

Recognizing the complexity of this task, this legislation Incorporaies a prudent sirategy that moves
Sorvefidly, yer with regsoncble caution in the direction of developing an ourcome-based performance
systen.

{a) By April 1, 1996, for the purposes of enacting & performance measurement system, the
Secretary will develop recommendations for specific outcome-based performance measures
{with proposed definitions and data collection methodalogies) and shall solicit comments from
the Congress, Secretaries of Laber, Education, and other Departments, representatives of
organizations representing Governors, State and local program administrators, educators, State
job' training coordinating coungils, community-based organizations, recipients, and other
interested persons (hereinafier referred to as interested parties),

) The recommendations shall include the percentage of the caseload who reach the 2-year time-
fimit and may inciude but shall not be limited to measures which examine:

{i) factors used in section 106 of the Job Training Partngrship Act and any subsequent
amendments such & placement and retention in unsubsidized employment and 2
teduction in welfare dependency; and,

{ii} other factors a5 deemed appropriste by the Secretary,

{e) Based on comments from the interested parties, the Secretary will finglize the measures and
will publish them in the Federal Register by October 1, 1996,

e

Part 3. This provision requires the Secretary 10 ser standords of performance for States 1o meet with
" respect 1w the measures developed under prior provisions and sets some procedural guidefings for
setting those standards.

Knowing what we wanr to accomplish is different from sefting-concrete expectations for Stares about
what they ought to accomplish. The standards should be set carefully, with adequate 1ime to obrain
inpur from stakehoiders and interested parties and to fully assess the potential impact of the
standards.

Batignale

¥ is important o provide sufficient ime to think through an appropriate se1 of measures with relevont
parties and 0 carefully vonsider what kind of realistic standards might be set with respect (o those
measares.  The legislation sets a vime period to consider important measurement issues ond what
consequences should be set for failure 10 meet established standards.

0
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(a) By April 1, 1998, for the purposes of enacting outcome-based standards. the Secretary, in
consultation with interested parties, shall present reccnuneadazwns for performance standards
based on the performance measure information {as specified ahcve} and other appropriate

informition.

(b} Based on comments from the interasted parties, the Secratary wigz finalize the standards and
will publish them in the Federal Register by October 1, 1998,

{c The Secretary shalt amend. the regulations for this Act 1o establish the penalties and incentives

for the proposed standards by October 1, 1598, These regulations shall specify that 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, i jveey Standar

:E . . i
: !
Part 4: This provision requires that certain standards be set 1o derermine how well States are

implementing key aspects of the new system and sets rewards and penalties based on those standards.

To ensure that welfare systems are operating the program as intended, ;&e new performance Sysiem

will provide for awards and penclties for State performance through edjustments 10 the State’s claims

Jor federal marching funds on AFDRC payments and on JOBS service dollars.  These measures are

designed to provide positive and negative incentives ta States to serve recipiemts under the new

transitional system and to monitor program operations, States would be subject to financial incentives

Jor a monthly participation rate in JOBS and a porticipation rote in WORK.  In addirion, the caps on
JOBS extensions and deferrol assignmemts and State accurocy in keeping of the rwo-vear clock are

considered service delbvery standards.”

gggigz{g%g

Because major changes o the welfare system are being proposed, it ix crivical that the extent 10 which
the intent of the law Is being realized be monitored carefully. Measuring critical aspects of the new
program will provide necessary feedback upon which 10 judge progress toward changing the Tculture”
of the welfare system, while the proposed set of incentives and penadties will keep States focused on
the required changes. |

Specifizations

{a} Upon enactment of this act, the Secretary shall implement service delivery measures for
purposes of aceountabitity and compliance.

'
¢

&) States shall be subject 1o service delivery standards upon the effective date of the new JOBS
program. States shall begin reporting and validating dats for service delivery measures no
later than 12 months following the publication of the JOBS/WORK regulations in a manner to
be prescribed by the Secretary,
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The service delivery standards apply only to the phased-in mandalory population x{mt is
subject to the time Hmit (including those additional groups a State can opt to include in the

phase-in group).

; : 1 Rate in JOBS: Similar w current law, States are expecied (0 meet 8
zzzez‘zthly panacxpazzmz ratc {}smg a computation period of each month in a fiscal year (i.e.
over a 12 month period), the State’s monthly participation rate shall be expressed by a
percentage, and caleulated as follows:

{i) 'The denominator consists of the average monthly nomber of individuals who are
mandatory for JOBS (i.2., excluding those in the deferral status)

(i) The numerator consists of the average monthly number of isdividuals who are
mandatory for JOBS (i.e., excluding those in the deferral status) who paniicipae in an
activity, are employed and meet the minimum work standard {(and remain on aid), or
are in the sanctioning process as defined by JOBS program reles. The definition of
participation for the purposes of calculating the monthly participation rate will be
determined in reguiation,

The performance standard for the JOBS monthly participation rate is set at 50 percent, with a2
-5i45 tolerance level, with financial penalties if the standard i not met and fisancial
incentives if the standard is excesded. For the proportion of caseload below the standard
(45%}, a 25 percent reduction in the FFP for their AFDL benefits will be levied for the
annual period covered by the rate, using the average AFDU benefit level paid in the State
galeulate the amwunt of the peaaity. (This penalty is not a 25 percentage point reduction.
Rather, the penalty will reduce the FFP from 50 percent to 37.5 percent, not from 5§ percent
1o 253 percent) There will be no penslties or additional payments for those $iates with
participation rates between 45 and 35 percent,  Penalties will not be assessed in the first yoar
of program operation.

If 4 State exceeds the JOBS monthiy participation rate {85%) in a fiscal year, the State will be
entitied to receive an additional payment {without the requirement of any additional nonfederal
share} for use in carrying owl its JOBS program. The payments will be made from penaltiss
collected from State perfurmance on other service delivery measures and from the Secrutary's
Fund. The Secretary shali determine the amount of the payments.

WORK Progs Particing Rate: To ensure that individuals who reach the time limit are
ass;gned © wcrk sims Szates wilt be expe"zed to meet 2 WORK participation standard.
Financial penalties are applied if the standard s not met. The WORK performance measure
would take effect two years after the effective date of this legistavion (see JOBS, TimE Livers,
AND WORK section), 'To meet this standard, States are reguired to meet either:

(i) Case 1; The number required s that 80 percent of those who are registered for the
' WORK program are assipned 10 8 WORK slot or are in other defined statuses {as
explained below), Using a computation period of each month in a fisea! year (le,
over a 12 month period), the WORK participation rate is expressed as 3 percentage
and is calculsted a5 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 status); and second, the average monthly number
of individuals who Ieft the WORK program within the last three months and are
working in an unsubsidized job and are not eligible for an earnings supplement. (2)
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‘The numerstor consists of the average monthly number of ifmdividuals whe are
assigned to a WORK slot, are in the sanctioning process as defived under the WORK
program vules, are participating in a WORK job search activity between WORK
assignments (for a period of up to three months), or, who leR the WORK program
within the last three months and are working in an unsubsidized job and are not
eligible for an earnings supplement. The exact definition of the rate will be specified

in regulation. Or, |
(i) Csse 2: The number required so that total number of WORK slots the State is
required to create, based on their funding atlocation, are filled by individuals assigned
to 4 WORK slot. Under this option, the pumber of WORK slots the State is required
t create will be determined by dividing the annual capped WORK allocation by 2
figure representing the cost per work slot, with the lanter to be determingd by the

Secretary. .

For the proportion of caseload below the applicable standard, a 25 percent reduction in the
FFP for their AFDC benefits will be levied for the annual period covered by the rate, using
the average AFDC benefit level paid in the State 1o determine the amount of the pendlty.
Penalties will not be assessed in the first year of program operation, (This penalty is not a 25
percentage point reduction. Rather, the penalty will raduce the FFP from 50 percent to 37.5
pereent, not from 30 pergent to 253 percent.)

States will be required to place individualy who have most recently hit the time-limit into
WORK slots prior to other WORK participants (e.p., those who have already completed a slot
and are awailing re-assignment).

i Pefert ) cions:  For any cases shove the cap for deferrals and/or
ab&ve the cap for IOBS ﬁx:en.swns a 25 percemt reduction in the FFP for their AFDC
benefits will be levied, using the average AFDC benefit jevel paid in ths Rate to deterntine
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 Secrefary o
raise the cap and the Secretary granted such 3 waiver. (This penalty is not a 25 percentage
point redustion. Rather, the penalty will reduce the FFP from 50 percent to 37.5 percent, not
from 50 percent to 25 percent.) {see also JOBS, e Livers, anp WORK section

As appropriate, the Secretary may require States to report other data elements related 10 the
provision of JIOBS and WORK services, such as the provision gn teen case management
services. Such additional reporting requirements will be specified in regulation no Jater than
12 months following the enactment of this act,

States are not eligible for additional payments for exceeding the JQBS monthiy participation
yate if the Secretary determines:

t
) the aceuracy of s State’s time-clock fails the threshold standards for time-clock
acturacy, as defined subsequently in regulations; and/or,

{i) 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. Clign{ Fgedback
¥igion

Part 5: This provision requires that States establish @ process for collecting cllent feedback on their
experience in the program as a method for improving program operations.

There has been lirde siudy in the past of client percepiions of the services provided through the
welfare depariment. However, similar to the way customers’ reactions are important 10 the business
community, undersronding and managing cliemt feedback on the services they receive provide
important informetion on areas where program performance could improved. Additionally, it will be
important 1o establish mechanisms 10 ensure feedback on the guality of services provided by public,
ronprofit, and private agencies.

Rationals

One aspect of reinventing govermnent is to make public systems client- or market-driven. In a time-
limited cash assistance program, providing participants with guelity services and opportunities
through which ro enhance their human capital and impmw their chances in the labor marker seems
essential. Obtaining feedback directly from the "customers” is one way of kelping program managers
ensure that they provide poariicipanis what is needed,

ificati

() Each State shall establish methods for cobtaining, oo a regular basis, information from
individuals and employers who have received services through the JOBS and/for WORK
program regarding the effectiveness and guality of such services. Such methods may include
the use of surveys, interviews, and fotus groups.

(1) 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

PORrams.

Vigign

Part G Thiz provision provides the Secretary with the authority to review and modify the Quatity
Conrrof system as needed and sets up some procedural guidelines for identifving the needed changes
and making those changes.

The jollowing lunguage oflows the Secretary to butld on the current payment accuracy Quality Control
system 10 @ fncorporate @ broader system focused on the performance standards established in statute
or by regulation and to ensure the efficient and effective operation of the JOBSIWORK/Time Limited
Assistance program. Payment accuracy will be rerained but as one element in @ brouder performance
measuremeni role for the QU system.
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Rationalg

Operating a performance driven occountability system requires resources.  Until the new system s
Jily developed, it will be difficult 1o estimate what those resource requirements will be. Some of those
resgurces must come from the existing QU sysiem, necessitating changes in that system.  The
Secretary must have awhority s make those changes in @ way that does not sacrifice the ability to
ensure the integrity and accuracy of income malnienance payments., :

Specificati

(a}

(b}

(c)

@)

(&}

The Secretary shall build on the current QC system t0 establish procedures for determining,
with respect t0 ¢ach State, the extent 10 which any and all performance standards established
by starute 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 measures and standards and shall report the modifications to Congress.

To this end, the Social Security Act will be amended 0 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 JOBS/WORK data required under this act, ensuring thit other performance standards are
‘met, and fulfilling other appropriate functions of a performance meagurement system.

The Secretary shall designate additional data elements o be eollected in 3 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 a8 deemad
necessary to make statistically valid estimates of program performance identified elsewhere in
this section, and may redefine what is counted ag an erroneous payment in the QC system.

States shall conduct periodic, internal audits of thelr JOBS and WORK processes o ensure the
accuracy of reported datz and zonual sodits to establish accuracy rates.  The Federal
government would specify the minimum sample sizes 1o achieve 90 or 95 percent confidence
at the lower limit {the method generally used by OIG).  States would also be permitted to use
current QC resources to conduct special studies 1o test and imgzr{nf;e the current system.

The Secretary shall, after consulting with the States and securing input from knowledgeable
sources, publish regulations regarding changes in the design and administration of existing QC
functions as well as eghancemsnis to that system. These proposed changes will be published
no iater than 6 months after enactment of this Bill.
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INFORMATION SYSTEMS AND INFRASTRUCTURE [Title 1V}

In the late 1970s, the Federal government decided 10 improve the administration of welfare programs
through the use of computerized information systems. The Congress enacted PL 96-265 and
subseguent legislation to gramt incentive funding to encourage the development of sutomated systems.

In 1981, the AFDC program released the Famj istang ion Svstz
{FAMIS) specifications and updated them in 1983, In 1988 ths Faod Stamp Pregraw (FSP) reiease&
sisnilar guidelines in regulations and updated them in 1992 Incentive funding is also available for
statewide, Child Support Enforcement (CSE) systems.

A recent GAO report indicated that, in the previous 10 years the Federal government had spent nearly

$300 million in the development and operation of AFDC and FSP automated systems afone. In the

Omnibus Budget Reconciliation Act of 1993, the Congress repealed enhanced funding for AFDC and
. FSP effective April 1, 1954,

An smerging priority of Federd! funding agencies has been (o encourage Stales to implement more
cost-¢ffective systems which integrats service delivery at the local Jevel. This has enabled many
States 1o begin using combined application forms for multiple programs {ncluding AFDC, FSP, and
Medicaid} and a combined interview 10 determine eligibility for the various programs. Consequently,
with systems support, 2 single eligibilty worker can process an application for several programs at
the same time.

Another priority is the development of slectronic transfer of funds or Electronic Benefit Transfer
{EBT) technology 1o deliver benefits. This technology allows regipients 1o use 2 debit card, similar 10
& bank card, at retail food stores and automated ifeller machines {ATMs) to access their benefit
acoounts.  Plans o expand the use of EBT systetns are mentioned in the Vice President’s National
Performance Review,

Under current law and regulmions, States and the Federal government have developed elaborate
computer management information systems for fisancial management and benefit delivery, program
operations, and quailty contrel, Some programs, such as Child Support Enforcement, are in the midst
of large-scale (and long-term} computer system change, while others, such as AFDC (with its FAMIS
systems), are nearing completion of a development cycle,

Both FAMIS and Child Support Enforcement Systems {(CSES) have been funded under an eshanced
funding (90 percent) match, Partly as a result of this incentive funding, many States have integrated,
automated, income maintenance systems which assist caseworkers in determining  eligibility,
maintaining and tracking case status, and reporting management information to the State and Federal
governmenis.

Other essential welfare programs, namely JOBS and child care, have limited and fragmented
automated systems.  For the mest part, States could fund parts of these systerns & the 50 percent
match rate.  States report that administrative funds have not been available o fuliy astomate ard
interface JOBS and Child Care with other programs within the State,

Many of these systems have serious limitations: limited flexibility, lack of interactive access, Jimited

ahility to exchange data electronically, ete. Even the most sophisticated systems fafl short of the gosl
of allowing State agencies to use technofogy 1o
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* 'Eliminate the need for clients to access different entry points before they receive services;

* Eiiminate the need for agency workers {and clients) to encounter and undersiand a wide
vigiety of complex rules and procedures; i

* Share fully computer data with programs within the State and among States; and

. Provide the kind of case wacking and manggement that will be needed for a time-limited
welfare system, .

Computer and information technology solutions will support wejfare reform by providing new
sutomated screeming and intake processes, eligibility decision-making tools, and benefit delivery
techniques, Application of modern technologies such as expert systems, relational databases, vaice
recognition unims, and bigh performance computer networks, will help empower families and
individuals seeking assistance. At the same time, these technologies will assist in reducing fraud ard
abuse so that Federal and State beneflts are available to those who are in need.

!

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 gystems that perform these functions or subsets of dhese functions,

To support the broader information needs, the new information infrastructure needs o include, on the
one hand, a national data “clearinghouse” to coordinate data exchange and for other purposes and, on
the other, enhanced State and lfocal information processing systems o improve mansgement and
delivery of services.

e Systen At the Seaate and Jocal level, the systems infrastructure would include
automated subsystems fcr intake, eligibility deia:mzaztzen. assesyment, and referral; ¢ase 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 sutomated systems would make it unreasonable to try to standardize these
systems, Rather, we need linkages that sliow for the accurste exchange of dats between systems.

By linking the various programs and systems, Siates would be able 10 provide integrated services and/
or benefits to families amd individuals "at-risk™ of needing financial assistance, those receiving
assistance, and those transitioning from public assistance program o self-sufficiency. As part of this
automation effort, enhanced funding will be offered as an ingentive for States to develop and
implement statewide, zutomated systems for JOBS/WURK management and monitoring, and o enable
seamless services for ¢hild care.  Such an automated system Infrastructure would enable States to
provide greater support 1o families who might otherwise dissolve, as well as to parents who may,
because of unme? needs, be forved 1o (erminate employment or training opportunities,

in addition, as Electronic Bensfit Transfer (EBT) and Electronic Funds Transfer (EFT) become more

widespread, they would be used for other programs, such as child care reporting and payments, and
reporting of JOBS pasticipation. As an example, 3 JOBS partivipant could be required to self-report
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either through a wuch-tone phone that conneets to & Voice Recognition Unit (VRU} or through the
use of plastic card technology.

For detection and analysis of fraod and abuse, computer

matchmg ef raccrds sharmg of data among State programs and st a national level would be
increased. For example, the child suppont information needs for establishing an order or in review
and modification would be extremely valuable for access by the AFDC agency, afier the agency has
performed prospective eligibility determinations, but before hepefus are granted. In addition, the
National Clearinghouse would be extremely helpful in ensuring that an individual does not cbtain
AFDC beyond the time Himit, does not receive benefits in more than one location or for children
glaimed by another family, or fails to report employment,

Data and Re : 6 ents,  Current methods for datz gathering and
repertmg quziramf:zzts on pwgram opt’:ranons and clients could be reduced. Many of the current data
and reporting requirements will be superseded by new ones, bet in any case, many current items are
of low data quality or of little interest. Current requirements will-be re-examined.

National Clearinghouse, The National Clearinghouse will be a collection of abbreviated ease and
other data that "points” 10 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 Bmited data ~ States
will retain overall processing responsibility, .

The Clearinghouse will maintain at least the following data registries:

sgzistry will maintain employment data for individuals, including

v wili enhance and subsume the current Federal Pareat Locator

Semm ﬁ:zzcz;o:zs |

. The National Child Susnort Registry will contain data on all non-custodial pareats who have
support orders,

National Welfare Rece egistry will contain data to operste & tme-limited assistance
program such as the begummg and ending dates of welfare receipt, participation in various
wark programs, and the name of the 5tate providing benefits,
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NATIONAL WELFARE RECEIPT REGISTRY

As part of the National Clearinghouse, the Secretary of DHHS will establish and operate 2
National Welfare Receipt Registry to assist in operating a national time-limited assisiance

*elock”,

The Clearinghouse, described more fully in the section on Information Systems for the Child
Support Enforcement Program, will comain four Registries including the National Welfare
Receipt Registry, At @ minimum, the Welfare Receipt Registry will assist States in
caleulating the remmining months an individual may be eligible to receive benefits and reduce
fraud and abuse.

The National Welfare Receipt Registry will be maintained by obtaining electronically from
each State IV-A agency information on individuals receiving benefits. Upon request, the
Clearinghouse will send electronically information 1o the State agency.

The information & be exchanged is a3 follows:

(i) Information to be sent t the Clearinghouse includes kemification information, suth
as the pnames and Social Security Numbers of members of the family; the dates an
individual went on and off assistance; participation tnformation for AFDC, JORS 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.

(i) information 1o be received from the Clearinghouse includes whether the applicant has
been reported 1o have received assisiance and, if so, when and in which State(s);
whether the Social Security Numbers sopplied ars valid; whether the applicant is
contained in the New Hire Registry as being recently employed; and other information
as determingd by the Secrezary.

formution Biscrepancies:  If an information éascrtpancy exits between the information the
chem presezzts 10 the State agency and the information in the Ciaarmghouse 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 where the individual had previous
assistance, correcting the Clearinghouse information if necessary, and reporting the updated
information o the requesting State.

The States involved must take appropriate actions to resolve the discrepancy in accordance
with pormal due process requirements and must submit corrected information to the
Clearinghouse when the discrepancy is resolved.

STATE TRANSITIONAL ASSISTANCE SUPPORT INFORMATION SYSTEM

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 for the management, monitoring, and reporting on
clients as they work towards independence and self sufficiency. The State may receive

%
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enhanced funding for these changes under specific 2pproaches approved by DHHS and
described below.

The minimum capabilities of the State system include:

{ Exchanging information as described above in A{d) in a standard, electronic format
with the National Clearinghouse;

(i}  Querying electronically the National Welfare Receipt Registry in the Nationa
Ciearinghouse before granting assistance;

(i}  Using the information received from the Clearinghouse ia 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,

Aligrnative Interim Method, The Secretary may approve an ziternmtive interim method if the
State demonstrates thal the alternative will be effective in reporting, receiving, and using

transitional assistance information and the State has an approved Advanced Planning
Document for the Automsted Data Processing System that meets requirements in the proposed
statute.

The State may also augment the minimuom system described above in specific ways and
receive enhanced match for development costs under certain conditions.  (The specific
¢conditions are described in a later section.) Under this augmented system, ¢lients will receive
considerably enhanced service responsiveness through prescreening 1o match available services
to individuals and determine the required qualifying and verification information needed for
gach service.

STATE AUTOMATED SYSTEMS

As part of building better automated systems, States will be offered enhanced funding if they
take one of two strategies t0 avtomation projects, That is, 0 ecopomicalty and efficiently
develop and implement astomated systems in support of AFDC, child care, and JOBS/WORK
programs, the Secretary will, as a condition of enhanced fuading, reguire States to develop
and use mode} systems developed in partnership with the Federal Government and other States
urger one of two agproaches.

Under this approach, the Department in partnership with the States will design and develap
mode] automated support and case management information systems that assist the States in
managing, c¢onirolling, accounting for, and monitoring the factors of the State plans for
AFDC, child gcare, and JORS/WORK programs as well as providing security safeguards.
These model systems are describad below:
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This model system will provide

smtew:de, automatﬁd procedures and prccesses to meet both the minimum requirements
described above plus additional functions. The additional functions include at least
performing imake and referral; monitoring and reporting against some performance measures;
exchanging information on-line with the Clearinghouse; and exe}zaﬁgmg data with other
automated case management and information systems.

' AL fanage ; dem;  This model system will provide
szatew:de, azztomaze;! praeedures and processas w achieve seamless child care de&zvery,
inchuding all child care programs of the State.  This system will assist the State in
administration of child care program(s} and to manage the non-service refated CCDBG funds.
The functions will meet both {he minimum requirements described sbove plus additional
functions which will include, at least, the ability to: identify families and children in need of
child care, estgblish eligibility for child care, and determine fun:fmg source(s); plan and
monitor services, determine payments, and update and maintain the family and child care
gligibility stats for child care; maintain anil monitor necessary provider information; process
payments and meet other fiscal needs for the management of child care program(s); produce
reports required by Federal and State directives; monitor and report performance against
performance standards;, and electronically exchange information‘with other awtomated case
management systems and with the statewide autorated transitional assistance support system.

' asg.. ]} This medel system will ymvzde
statew:de, automated procedures and processes to control, account for, and monitor ali
factors of the JOBS and WORK programs and support both management and administrative
activities of the programs. These functions will meet both the minimum reguirements
described above plus additional functions including the capability t:  assess 2 participant’s
service needs; develop an employability plan; arrange, coordinate, and manage the services or
resources needed for the plan; track and mositor ongoing program participation and
attendance;  exchange information electronically with other programs; and  provide
performance and assessment information to the Secretary.

Under this approach, the Department will assist and support State IV-A sgencies, or the
State’s desigasted comtracted agency (for child care or JOBS), in multi-State collaborative
projects for purposes of designing and developing antomated system models and in developing
eahancements to exigting systems as follows;

Trangitional Assists Sur s1g In addition to meeting the Federally-sponsoced
model system fam{ztzu&! speclf‘ cations described above, States may, in collaborative efforts,
augment their systems to include automation of additional functions as follows: determining
eligibility; improving government assistance standards; performiing case mabntenance and
management functions; caleulating, managing, and reconciling payments to eligible recipients;
providing for processes and procedures to detect and prevent fraud and sbuse; and producing
Teports.

8]



(b}

{a)

@

(0

{c}

@

{e)

RIS A : ageme 1 ; States may, in
collaborauv& efﬁms dwgzz, dewmp, z.ué zmplement azzwmted mformazwn systems that
meet the model funetinnal speeifications of Child Care and JOBSAWORK described in the
Faderally~sponsored model approach. .

FEDERAL FUNDING FOR NATIONAL WELFARE RECEIPT REGIST&Y, MODEL
STATE SYSTEMS TO SUPPORT STATE ACTIVITIES, AND TECHNICAL
ASSISTANCE AND TRAINING

$6 million will be need 10 establish the National Welfare Receipt Regisity in Fiscal Year 1995
and $4 million to operae the Registry for each of fiscal years 1996 through 1599 $7.5
million will be nesded to develop the model systems for each of fiscal yesrs 1995 and 1996;
and $1 million will be needed {0 provide technical assistance and training 1o States for each of
fiscal years 1993 through 1993,

FERERAL FUNDING OF STATE SYSTEMS

Under certain conditions, States may claim Federal Financial Participation {FFP} for the costs
to establish and operate azzzemawd systems described above, Two match rates will be
available.

Enhanced March, States are eligible for enhanced maich (80 percent FFP) for up to 3 years
after enactmmenmt for costs incurred in developing and implementing auwtomated systems
described above, inehiding the costs of computer hardware, on the condition that the approach
to system desigs, development, and implementation meets one of the two approaches:

i. Federally Sponsored Model:  The State adams and implements a model/prototype

system developed by the Secretary in aceordance with the functional specification
deseribed in that section, or

afe aborative get,  The State, through a collaborative multi-State
consomum ;{;mtl)r desxgzzs, develops and/or implements, a system or subsyszems in
accordance with the functional sonditions and specifications described in that section.

The Federal portion of the enhanced match will be limited to $800 million and will ke
available over a five year peciod State-by-State in accordance with a formula that takes imo
consideration State program cascload, existing level of automation and performance and
progress against an approved advance planning document, The Secretary will develop
regulations for the definition and implementation of these funding provisions.

5 r.A _ Meed M s Reguire 5. If 2 Suate
démonstrazes 1o the Secrezaty zhat modiﬁ;.aiiens o an Exfszmg svstem meet the minimum
requirements of 3 Transitiona! Assistance Support System a8 described in that section and
mee? certain addiional conditions, the Secretary may grant an exception to the enhanced
funding requirements.  The additional conditions are that the State requires limited
enhancementis 10 an existing system and the State demonsirates that it would be more cost-
effective to progeed independently or with cestom modifications,

Regular Match: States will receive 50 percent FFP for operational costs and for costs they

incur if they do oot follow the enbanced match provisions described above and for systems
features beyond those provided above.
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ADDITIONAL FRAUD AND ABUSE PROVISIONS

i 13

Under this proposal, statutory provisions will require that States and speclfic Federal agencies utilize
the information jor purposes of reducing waste, fraud, and abuse. In order (o ensure that Federal
and State agencies implemens and wilize the prescribed systems effecilvely for these purposes the
Jollowing provisions gpply. Federal and State expenditures for specific administrative costs will be
reduced if - despite full implemensation and use of the systems - acrual sqvings from anti-froud
provisions do not meei anticipated savings. This provision will ensure that Federal and State agencies
have ¢ stake in the successfil implementarion and operation of informarion systems for anti-froud and
abuse purposes.

Specificati

@

()

@

(d)

{e}

The Department of HHS will centify that the systems associsted with the National New Hire
Registry, the National Child Support Registry, and the National Welfare Receipt Registry are
operational,

For the purpose of reducing waste, fraud and abuse, the Office of Management and Budget
{OMB) must centify that reguired Federal agencies have implemented and utilized the
information fully o ufiiize information from these data systems.

If OMB, in consultation with the Secretary of HHS, certifies that gzttual savings as & resujt of
increased Federal and State activities of anti-fraud provisions are less than $290 millicn over
five years (including savings as a result of Federal agenciss fully utilizing the information) the
following expenditure shall be reduced to make up the short-fall (This provision shall apply
only if all provisions specified in (a) and (b) are fully met):

(i) The 2% set-aside for technical assistance, research and demonstrations {as specified in
the TECHNICAL ASSISTANCE, RESEARCH AND DEMONSTRATION section) and the 1%
set-gside for training, technical assistance, research, and demonstrations {as specified
in the CHnD SurPORT ENFORCEMENT section) shall be reduced by an amount equal to
the differgnce or up 1w the amount of the set-aside,

{ If the shortfall in savings is still greater than in (i), additional funds shall be reduced
via the following mechanism: States that fail to implement the improved verification
data source will receive 3% fess in 1V-A administeative matching funds.

This provision shall be assessed in FY 1998, Penalties, i appizcabie, will be applied to FY
1993 furxdmg, and every ysar thereafier, _

This provision shall expive st the close of FY 2004,
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TECHRICAL ASSISTANCE, RESEARCH, DEMONSTRATIONS, AND
EVALUATION {Titde IV]

Al TECHNICAL ASSISTANCE, RESEARCH, AND EVALUATION

There are a variety of ways that funds are set aside for evaduation oversight and 1echnical assistance
support 1o programs. The Family Support Act, for example, authorizes specific amounts for
implementation and effectiveness studies of the JOBS Progrion. Under the Head Start Act, 13 percent
of annual appropriations arve reserved by the Secretary for a broad range of uses including training,
sechnical assistance and evaluction, The Secretary of HHS, at her discretion, sets aside 1% of Public
Heagith program funding for evaluation of its programs.

V‘ i H

Welfare reform seeks nothing less than ¢ change in the “culture™ of the welfare system. This
necessitares making major changes in a system that has primarily been focused on issuing checks.
Now we will be expecting States to change individual behnvior and their own Institutions sv thot
welfare recipients will be moved into moinstream society. Thiy will not be done easily. We seg 2
mafor role for evaluation, rechnical assistance ard information sharing. Initlally, States will require
considerable assistance as they design and implemerd the changes required under this legisiation,
Then, as one Stare or localiry finds sirategies that work, those lessons vughi 1o be widely shared with
others, One of the elements critical 10 this reform effort has been the lessons fearned from the coreful
evatuations doae of earlier programs. Those lessons and the feedback secured during the
implementation of thesé reforms witl be used in g formative sense and will guide continuing innovation
into the future. We propose reserving 2% of the ot annual capped entlilement funding for JOBS
and Ar-Risk Child Care in FY 1996, FY 1997, and F¥ 1998 and 1% of the JOBS, At-Risk Child Care
and WORK annual capped ewmtitlement inm fiscal yeors theregfier for research, demonstrations,
evaluation, and technical assistance, with a significant ameunt reserved for child care. We seek 10
evaluate demonstrations in a nwmber of different areas. Please sce the sections on Make Worx Pay,
CHILD SUPPORT ENFORCEMENT, and PREVENT PREGRANCY AND PROMOTE PARENTAL RESPONSIBILITY,

Sufficient funds should be available to ensure thar the Department{s) can provide adeguare levels of
technical assistance 1o Stotes, oversee Siore implememution of welfare reform, anmd corry out other
supportive research and iraining activities.  Tying fands 1o o percentage of the overall program
dollars ensures that a3 the program grows, funds jor research, evalumion and technical assisiance
alse grow,

ation

{a) Reserve for the Secretary from smounts authorized for the capped JOBS, WORK and Ab-Risk
Child Care funding, two percent of JOBS and ¢hild care funds in Fiscal Years 1996 through
1998, and one percent of JOBS, At-Risk Child Care, and WORK for each fiscal year
thereafter for expenditures for research, gvaluation, the provision of techaical assistance o the
States and to carry out research, evaluations, and demonstrations as described. below.
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Technical assistance is defined broadly 1o include traising, "hands-on™ consultation to States
requesting assistance, the transferring of "best practices” from one S1ate 10 another, eic,

&) To the extent that these issues ¢un be researched in a méthodologically sound way, the
Secretary of HHS, in consultation with the Secretary of Labor and the Secretary of Education,
shall conduet the following evaluation studies of time-limited JOBS followed by WORK:

(i} A two-phase implementation study that describes:

. How Siates and locallties initially responded to new policies, implemented the new
program, the obstacles and barriers encountered, iastitutional arrangements entered

into, and recommendations;

* How States and localities subsequently performed as their programs matured including
program design, services provided, operating procedures, funding levels, participation
rawes and recommendations,  The study will also consider the effects on State and
local administration of welfare programs inclading management systems, staffing
striscture, and “oulture.”

(i3 A study of the effectiveness of 2 time-limited assistance program followed by work in
helping participaris  achieve selfwufficiency and the corresponding effect on
ungimployment rates, redustion of welfare dependency and teen pregnancy, and the
effects on income levels, family structure, and childred's well-being.

(i} A comprehensive national study of the WORK program after it has been in effect for
two years 10 measure Suctess its success in assisting participants to obtain
- unsubsidized employment and to evaluate the skill levels and barriers to participants

who were unable o obtain unsebsidized jobs.

B. DEMONSTRATIONS

The Social Security Act authorizes the Secretary to conduct demonsirations. Many States operaie
demonstration programs with strong evaluation components that have helped shape public policy.

Visi

We propose key demonstrations in areas where additional feedback is required about the cost,
Jeastbiliry, andlor effectiveness is necessary before national policy is determined, In eoch area, we
propose both a set of policies for immediaie implementation and a set of demonstrations designed to
explore ideas for sill bolder innovation in the fiture. In addition, we would encouroge States, Indion
wribes, and Alaskan Native organizations to develop their own demonstrations. In some cuses we
world provide additional Federal resources. Lessons from past demonstrations have been central to
both the development of the Family Support Act and 10 this plan,
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{a} The Secretary of HHS shall have the authority to approve and conduct the following
demonstrations, which will be funded out of the funds sliocated to technical assistance,
research, demonstrations, and evaluation (as discussed in detall befow):

There are no provisions in current low similar 1o what is proposed under this section,

Visi

One of the explicit goals of welfare reform is to transform ihe welfare system {and the JOBS program)
inio one which focuses from the very first day on helping people to get and hold jobs. To achieve
this, we will fund demonstration programs that focus on enhancing job placements.  We envision rwo
strategies, as specified below,

Rationale

A good JOBS program balences the need 10 communicate to those entering the welfare sydem that
AFDC is a temporary support system by moving recipienis quickly into the labor marker while
remaining sensitive 1o the fact thar alf reciplents are not competitive in that market, We are changing
the cultare of welfare 10 get out of the business of writing checks and into the business of helping
people find and keep jobs. We are changing the incemives in the welfare system 10 emphasize long-
ferm placement in the workforce. We want 1o experiment with o number gf new approaches that will
spur caseworkers, clienus, and service providers 1o help people ger off welfare for good. We need
more informaiion about how to ser up rewards that will reflect the new “mission® of the welfare
systent.

Specifications

(2} Placement Bonuses: Nop more-than five demonstration grants would be available for programs
that use placement donuses 10 reward agencies or caseworkers who are particulariy good at
placing JOBS participants in private sector jobs. The emphasic will be on securing long-term
placements in the labor market and on finding ways to place medium and long-term
recipients,

b} Placement Firms: No more than five demonstration grants would be available to States to
work with private pot-for-profit and for-profit organizations. Services that the organization
will deliver, such as work preparation, placement services, and follow.up services will be
specified.  Performance standards wiil specify the basis on which the organizations will be
paid. These performance standards would be based on placement and retention measures,

(<} The Segretary shall evaluate the effectiveness of such programs, preferably using random

assipnment of individuals 1o treatment and control groups or, where that is inappropriate for
scientific reasons, the most rigorous appropeiate method.
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Vigion

States are encouraged 1o experiment with approaches to designing and administering the WORK
program outside of the AFDC system. The Secretary may authorize up 10 5 demonstration projects to
assess the feasibility and effectiveness of WORK programs thot are administered outside of the AFDC
system. These demonstrations will be rigorously evaluated.

Rationale

It is not clear that the welfare system will be the most appropriate agency 1o run an employment based
system like the WORK program in all Stares. In some cases, state-level Labor Department entities,
non-profit, or proprietary agencies may have a comparasive odvartage. Even if a comparative
advamiage does lie with an organization independent of the welfare system, questions remain.  For
example, it is not apparent that the requfred ongoing convnunication between the agencies running the
WORK program and the agency issuing supplemenial income supporr checks (and resgining

responsibility for other residual welfare funciions) can be mpintained, ?}:is, and other management
uncertainties, musi be resoived through demoasrmnon programs,

: i i N

{a) Up 10 5 local demonstration projects to test the development and implementation of WORK
programs administratively located outside of the AFDC system will be conducted.

)] The Secretary shall conduct a rigorous evaluation, preferably uging & random sssignment w0
treatment and control groups or, where that is inappropriste for scientific reasons, the most
rigorous appropriate method,

{c} All individuals who exhaust thelr transitional assistance must be eligible to apply o the
WORK program either after thelr initial spell on welfare or if they lesve JOBS or WORK and
subsequently reapply for assistance and bave no time left.  States may not deny admission info
WORK for any reasons other than those discussed under the gection o sanciion policy.

G} States must close AFDC cases when recipients reach the time limit. WORK programs under
this subsection may only pay participants for performance of some activity.

(e} States may develop a system of compensation that mixes wages and WORK stipends.  States
must develop 2 system that ensures that WORK participants who comply fully 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
adminisirative simplicity but the income from full compliance in WORK must exceed income
on AFDC for 3 similarly situated family,

) States will be allowed to pay participants WORK stipends when they are not in 3 WORK
assignment as compensation for a range of activities to be designated by the state, including
job search, job clubs, and interim community service assignments. States will have flexibility
in designing the stipend system, but it will have to be a pay-for-activity system.

[}
4
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{£) States would be allowed to develop 2 system of wage supplementation. WORK stipends could
be provided to part-time workers either in unsubsidized jobs or in the WORK program.
States would be encouraged 1o develop a simple system of supplements,

(h) Eligibility for the supplement would be contingent on satlsfactory participation in WORK.

At State option, Federal financial participation is available for JOBS ecrivities and services provided
Jor certain periods o an individual who has been a JOBS parvicipant but who loses eligidbility for
AFDC. These activities and periods are: 1) case management acivities and supporrive services for up
10 99 days from the date the individual loses eligibility for AFDC; and 2) JOBS component activities
- for the duration of the activiry Iif funds for the activity are obligated or expended before the individual
foses eligibitity for AFDC. (45 CFR 250.73) In addition, the State agency may provide, pay jor, or
reimburse one-time work-reloted expenses which It determines are necessary for an applicant or
recipiens 10 accept or maintain employment. (45 CFR 255.2)

Visi

In order 10 learn abowt the effecis of work support strategies, we propose demonstration programs
test different approaches. The goal is 1o increase employment retention and reduce welfare recidivism
by helping those individualy who become employed keep thelr jobs and thase who lose their jobs 1o
regain employment guickly. Case managers will moinain comact with and offer assistance 1o current
or former AFDC recipients who obaln employment and provide direct assistance to eid them in
employment retervion or to help find a subsequent job. Paymenis to help meet the costs of cenain
employmeni-related needs may also be provided if determined necessary for job acceptance of
rerention, or reemployment.

Stares might establish work support agencies with distinctly differens responsibilities than IV-A
wgencies and possibly housed separasely from the local iV-A agencies 1o provide certralized services
specifically ta working families. The Work Support agencies could be edministered, for example, by
the State employment or lubor departments; by Lommunity Action Agencies, or a One-Stop Shopping
Center,

The work support offices might provide food stamps, child care, advance EITC payments, and possibly
health insurance subsidies to eligible low-income working fomilies, or fot local discretion) families
suffering a temporary labor market disruption, Employment-related services such as coreer counsel-
ing, assiszance with updating resumes and filling ouwt job applications would also be mude available
specifically to individuals who had lefi AFDC for work through the work support pffice.  Services
. which mighs also be included are time and money manoagemen:, fomily Issues, workplace rules,
establishing ongoing relationships with employers, providing mediation between employer and
emplayee, assisting with application for the EITC, making referrals to other community services,
providing or arranging for supportive services needed for employment retention or re-employment,
and providing for job referrat or placement assistance if initial jobs are lost. The supportive services
which can be provided to aid job retention may include: woccuparional license, centification, or eyt
Jees, 1ooliequipment expenses, clothing, usiforms. or safery egeipment costs, driver’s license fees,
motor vehicle maintenance, repair, insurance or Hcense Costs, other transporiation expenses, moving
expenses (refared 1o accepting employmens), emergency child care expenses, healihorelaied expenses
not covered by Medicaid, short~term memal health expenses, and family counseling.
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Rationale

A significant proportion of new entrants will move berween States of dependency and non-dependency.
Some 70 percent of new gntrants exit in two years, abour one-half of these for work, But within five
years, some 20 percent of those will return. A similar picture is found for thase in the secondary
labor market, Job transitions ond disruprions are very comman, even within brigf rime periods.
Many of these people do not have sufficient work histeries to gualify for benefits under the
Unemployment Insurance system. 7The primary recourse aveilable upon ¢ job loss is the welfure
system.

Our welfare and JOBS systems are geared woward graduations; weating people and moving them on.
We now assume that even those with high levels of human capital may have 10 make seven or elight
reinvesiments in tralning and new skilitechnology acquisitions over the course of a liferime. We must
begin 1o work on developing g similar perspeciive and supportive systems for low-wage workers and
those who must, on vccasion, recelve Income assistance for their families.

The parriciparing Siare would be responsible for the design of the work support agency, including the
administrative structure and the mettu of services, but would have to recelve approval from the
appropriaie deparements {n most cases Agricuiture, Health and Human Services and Treasury)

 Soeeifiat

(a} A separate authority under Title IV of the Social Security Act would be established whereby 2
designated 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 1o support individuals who have left AFDC for work.

(b} Up 1o five demonstration projects will be funded.
{©) The activities wunder the demonstration would be focused on providing coordinated
employment-related services, (rantees would be given great flexibility to design programs to

help former AFDC recipients retain employment.

5 r innoyative Paternity and Parenting Initiatives

Vision

Thiz proposal would focus on helping fathers {primorily poor, young, non-mariial fiushers) undersiond
and accept their responsibilities 1w nurture ond support their children.  Building on progroms whith
seek 1o enhance the well-being of children, this proposal would facilitate the development of parenting
components aimed specifically o fathers whose panticipation in the lives of thelr childrén it ofien
ignored or even unimentionally discouraged.

Rationale

There is considerable evidence that increased poverty is not the only adverse affect on children of
Jutheriess families. Fathers have an imporiant role to play in fostering self-esteem and self-control in
children as well as increasing and promoting the career aspirations of both sons and doughters.
Some clinical researchers and sociol commentators believe thar much of the increase in violent
behavior among 1eenage boys is at least in pan due to the lack of positive male role-models and
supporiive fadhering in maony communities. But good futhering is especially difficuit for the many men
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who themselves belong to a second and third generation of "fatherless” families or whose own role
models for parenting were abusive or neglectful.

Specifications

(@) Demonstration grants will be made available to States, Indian tribes, and/or 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
importance 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 State waivers which can be granted under the
child support program to those that 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 support, however, savings
generated from non-IV-A programs cannot be used to cover IV-A costs resulting from IV-D waivers.
The within-AFDC cost neutrality provisions for the child support program discourages States from
looking ar IV-D as part of their total welfare reform strategy and greatly restricts their abilities to
design and implement child support demonstrations of interest and significance.

Specification

{a) Increase States' ability to test innovative IV-D and non-custodial 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
PrROMOTE PARENTAL RESPONSIBILITY [Tie V]

A. NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE -

There are numerous Federdl programs that address the Issue of teen pregnancy prevention, including
repear pregnancies. Some of these programs focus specifically on teen pregnancy, but given thal the
mukiiple problems odolescerts fuce are often interrelated, the specific problems that other programs
emphasize {e.g., alcohiol and drug abuse, school drop-out) are also related to.adolescent pregnancy
prevention. Current federal efforts include HHS's family planning grants, maternal and child heolth
programs, adolescent health programs, runaway and homeless youth programs, and alcohol and drug
ehuse prevenrion programs. Deparmment of Educarion efforts include drug-free schools and communi-
ties programs, and postsecondary education putreach end student support services programs; and the
Department of Lobor efforts include New Chance, Youth Fair Chance, JTPA programs, and the Young
Unwed Fathers Project. There are also programs in the Deparmments of Housing and Urban Develop-
men, Agriculture, Justice, Interior and Defense. .

Visi

We must address the issue of births among unmarried teens. There will be a national campaign to
help reduce the number of unmarried teenagers who become pregnant.  This campaign will also toke
into account the myriad of risky behaviors that can be related to teenage pregnancy. It will strive to
develop, enhance and promote youth competence, as well as foster ties to families, communities, and

sociery.

The rise in births to unmarried teens over the past generation has raised the issue of teen pregnancy
to enormous national significonce.  The number of births to unwed teen mothers increased from
92,000 in 1960 10 368,000 in 1991, Adolescents who bring children into the world face a very
difficult time geting themselves out of poverry, while young people who graduate from high school
and defer childbearing until they are mature, married and able to support their offspring are far more
fikely 10 get ahead. Both parents bear responsibility for providing emotional and material support for
their child.  The overwhelming majority of teenagers who bring children into the world are not yet
equipped to fulfill this fundwnental obligation. They are ofien unable 1o hondle peer pressures and
the risk of other activities leading to negative rconseguences, such a3 cleohol and drug abuse,
delinquency and vivlence, )

The non-tegislarive aspects of this compaign gre @ national mobilization of business, national and
community voluntary erganizations, religious institutions, schools, ond the media behind a shored ond
urgent challenge directed by the President; the announcement of nationel goals 1o define the mission
and to guide the work of the natlonal compaign; and the establishmenr of @ privawely funded non-
profit, nornpartisan entity commined 10 the goals and mission of the national compaign. These are
the essential building-blocks of ¢ comprehensive compaign for youth balanting epportunity ond
responsibility across the full range of Adminisirasion youth inisiarives, including Goals 2000, School
to-Work, Narional Service, the preventive health provisions under the Heolih Security Act, the after-
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school and jobs programs included in the prevention package in the Crime Bill, as well a5 the
prevenrion strategies proposed below as part of welfare reform.

There are rwo legislative aspecis of this Initictive, The first, addressed below, is a Teen Pregnancy
Prevention Gramt Program where abowr 1,000 schools and community-based entities would be
provided flexible grants to implement promising teen preguancy prevention sirategies. Funding would
be rargeted ta schools with the highest concentration of middle and high school age youth at-risk.
The goal would be to work with youth as eerly as age 10 and establish conrinuous comact and
involvement through graduation from high school.  To ensure quality end establish a visible and
effective presence, these programs will be supervised by professional staff and, where feasible, be
supported by a team of nationgd service participants provided by the Corporation for Natfonal and
Community Service. The second, described in mumber 2 below, is a comprehensive services
demonsteation approach 1o enhance our learning jrom prevention sirategies.

Snecificati

{2} A separate awthority under the Title XX of the Social Security Act would be established for
. grants to promote the development, operation, expansion, and improvement of school-based
and -linked adolescent pregnancy prevention programs in areas where there are high poventy

rates or high rates of unmarried adolescent births,

®)  The approved applicant shall be entited to payment of at least $50,000 and not more than
$3400,000 each fiscal year for five vears. The grant amount will be based on an assessment of
the scope and quality of the proposed program and the number of children to be served by the
program. The grant must be expended in the fiscal year it is awarded or in the succeeding
fiscal year. At least 2 20 percent non-Federal, cash or in-kind match, is required. Priority
will be given 10 those with a higher match or an increasing ratio of non-Federal resources
over the length of the grant, '

{c) The grants will be jointly awarded by HHS, Education, and the Corporation for National and
Community Service, in consultation with other Federai departments and agencies. The
administration of the program could be delegated to another Federal emtity, such as the
proposed Cunce of Prevention Councll or the Community Empowerment Board.

(i} Eligible grantees are a partnership that includes a local education agency, acting on behalf of
one or more schools, and one or more community-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 and upgrade their services. Grantees would have
to be located in a school attendance area where gither (1) at least 75 percent of the children
are from low-income families a5 defined under part A of tide 1| of the Elementary and
Secondary Education Act of 1965, or (2) there are 3 significant number of children receiving
AFDEC, or (3) there is 2 high unmarried adolescent birth rate.  Geographiz distribution,
including urban and rueal distribution, would be taken into account in selection of grantees,

e} Grantees would, based on local needs, design and implement promising programs to prevent

teen pregnancy through a variety of approaches. Grantess would be given s great deal of
flexibility in designing their program. However, core components ar each site must include:
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. Curriculum and counseling desipned to reach young people that address the full range
of consequences of premature sexual behavior and teen pregnancy, Existing models
of best practices suggest that these educational activities should focus on developing
the psychofogy and character reguired for responsible behavior as well ax on
expanding cognitive knowledge.

o Activities designed to provide opportunities for youth at-risk to develop sustained
contact with ome or more volumteer or professionally trained adults (o provide
character development. Qroup coaching, individual mentoring, and a range of
activities after-school, on weekends, and in the summer could be included. Such
activities could also include community service by the youth themselves.

To ensure guality, programs would be coordinated by one or more professional staff. The
programs, where feasible, woeuld also utilize national service participants to engage students,
parents, families, and the community in organized efforts to reduce risk-taking behaviors that
may lead o0 adolescent pregnancy, including the delivery of services and in the ¢oordination
of during- or after-school activities. Grantegs 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 1866,

Grangees are allowed 10 expand on these core components, including conducting activities as
part of another youth development program.

Grantees would be asked to submit an application. The primary aspect of the gpplication
would be a plan which addresses local needs and describes (a) the measurable goals the
applicant wanss fo achieve and how it intends to measure progress in achieving the goals; (b)
curriculum and counseling and sustsined adult relationships components of the program, a8
well as any additional components, and how they intend to implement them; and (&) how
national service participants will be an integral part of the program, where feasible,

They would also be asked to provide other assurances, including-
» How the services provided are based on research of effective approaches 1o reducing

teen pregnancy. Other risk-taking behaviors correlated with teen pregnancy should
also be included,

. How both male and female teens and, where possible, out-of-school teens will be
served.

. How exch program would work with middle andfor high school age youth (ages 10
through 19} 1o establish continuous contact and involvement through graduation from
high school,

4 How school staff, parents, community organizations, and the teens to be served have

been and will be included in the developmenmt 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 community, clvie, 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 cperation following completion of the grant
period.
. How funds will not supplant Federal, State, or local funds.

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

The Secretary may terminate a'grant before the end of the 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.

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, $80 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, :

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.

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 a2 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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There are demonstration authorities ther exist o serve yowh in parricular areas, but most are not as
comprehensive as the demonstrarions described below in the scope of services for gl youth and are
not a saturation model.

Visi

Early unwed child-bearing and other problem behaviors are interrelied and strongly influenced by
the general Hfe-experiences associared with poversy, Changing the circumstances in which people live
and corsequently how they view themselves Is needed to change the decisions young people make in
regard 1o their jives,

For any effort which hopes 1o have resulls that are large enough 1o be meaningful, anention must be
made to circumstances in which youth grow up, It should address @ wide spectrum of areas
associared with yowh living in a healthy community:  economic opportunity, sgfety, health, and
educarion.

Pariiculgr emphasis must be paid to the delay of sexual activity and prevention of adolescent
pregnancy before marriage. Programs that comblne these elemenis have shown the most promise,
especially for adolescents who are motivated 10 avoid pregnancy until they are married. However, for
those populations where adolescent pregnancy is & 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 o emhance education, prevent drug use, link education to heelth and other
services, and help stabilize communities ond families in wrouble. This would provide a sense of
rationality and order in which yourh can develop, make decisions, place trust in individuals and
institutions serving them, and have a reasonable expecrarion of @ long, safe, and productive life.

Comprehensive Demongtration Grams for Youth in Righ-Risk Communities of sufficient size or
“critical mass™ o significandly improve the day 1o day experiences, decisions and béhaviors of youth
are proposed.  Services would be non-categorical, istegrated and delivered -with a personal
dimension. They would follow ¢ “yourh development™ model ond would seek 10 assist communities as
well as direcily support youth and fomilies. These demonsirations would be coordinated with other
Administration ociivizies, such as the prevention components of the Crime bili and empowerment
zones, and woidd be part of an overall community strategy jor youth,

ificatio

{a} A separate suthority wnder the Tile XX of the Social Security Act would be established
whereby 2 designated number of communily sitgs chosen by the Secretary, in consultgtion
with the Secretaries of Bducation, HUD, Justive, Labor, and the Director of the Office of
National Drug Control Policy, would be entitled to a2 demonstration grant 1o educate and
support school-age youth (youth ages 10 through 21} in high risk situations and their family
members through comprehensive social and health services, with an emphasis on pregaancy
prevention,
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Funding and services provided under this demonstration do not have 1o achieve this goal of
comprehensiveness in and of themselves. Rather, this funding can be used 10 provide "glee
money,” fill gaps in services, emsurs coordingtion of services, and other similar activities
which will help achieve the overall goal of comprehensive integrated services w youth,

Starting in FY 1995, up to seven community sites would be entitted to 390 million over 5
years {up t© $3.6 million per site). Grantees would be required to provide a 10 percent, in
cash or in-kind, maich of the Federal funding. Priority would be given 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 Social Services Block Grant Program.

The demonstration grantee would develop a community-wide steategy to address the causes
and factors of risk-tzking tendencies among youth, to positively affect community norms, to
increase community health and safety, and to generdly improve the social enviropment to
enhance the life choices of community vowth, The strategy would be used 1o provide a
comprehensive get of coordinated services designed to saturate the community and would
inchude, but not be limited to, the following areas:

() Health education and sccess services designed o promote physical and mentsl
well-being, delay sexual activily, and personal responsibility. These include school
health services, family planning services, alcohol and drug use prevention services
and referral for treatment, life skills training, and decision-making skills fraining.

)] Educational and employability development services designed io promote
educationa] advancement that lzad to a high school diploms or Hs equivalent and
opportunities for high skill, high wage Job atigiament and productive
ermployment, to establish a lifelong commitment to learning and achievervent, and
to increase setf-eonfidence. Activities could include, but are not limited to, academic
totoring, literacy training, drop-out prevention programs, career and <college
counseling, mentoring programs, job skills training, apprenticeships, and part-time
paid work opportunities.

(i)  Social support services designed to provide youth with n stable environment,
continuous eontact with adults, snd encouragement to participate in safe and
productive activitiess -Services could include, but are not Himited 1o, cultural, recre-
ational and sports activities, leadership development, peer counseling and ¢risis
intervention, mentoring programs, parenting skills training, and family counsefing.

{vi  Community activities designed to Improve community stability, and o encourage
youth to participate in community service and establish n stoke in the community,
Activities could include, but are not limited to, community policing, community
service programs, commupity aclivities in  partmership with less  distressed
communities, Jocal media campaigns, and establishment of communily advisory
> unclls with youth representation,

Z,
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(¥} Employment opportunity development nctivities designed to be coordinated with
educational angd employability development services, social support serviees, and
community activities described in (if) through {iv). Emphasis would be on the
development of linkages with employers within and outside the communiy 0 halp
create emplayment opportunities and foster an understanding by community youth of
the relationship between productive employment, healthy development, and sound Jife
choices,

Sites would have 1o meet the following characteristics, and any others determingd by the
Secretary of Health and Human Services, in consultation with the other Federal agencies.

(i) Geographic - Communities must Klentify the community or communities they will
target. Smuller, more focused boundaries than those required in Empowerment Zones
ot Youth Fair Chance will be used in order {o develop a “critical mass”® of services ©
meet the sbove goals. Each community must have an Klentifiable boundary and must
be considered a community by its residents,

(if Population - Each community or group of cammzzmzies have populations of approxi-
tmately 20,004 10 35,000 people.

(it}  Poverty — The entire area must have a poverty rate of at least 20%.

Local governments {or units of local governments) and local public and private non-profit
organizations could apply. Applicants would be required to supply evidence of comprehen-
sive commitment to the project and collaboration hetween the community and the ity and
State (such as local school to work partnershipsy.  The applicant must involve multiple
slements (e.g., government, schools, churches, businesses) of the community and the State in

* the planning and implementation of the demonsiration program, Applicants must demonstrate

(1) shility 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 will not be
used to supplant Federal funds for services and activities which promote the purposes of this
prograsm.

Applicants must define the goals intended 10 be accomplished under’the 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 medsured would include, but are not
Iimited to, unmarcied birth rates, high school gradvation rates, college attendance rates, rates

of alcobol and other drug use and violence reduction.

The Department will support vigorous evaluations of all demonstrations., The Federal
government will also provide techstical assistance fo applicamts throughout the life of the
demonstration. These activities will be coordinatad with the National Clearinghouse on Teen
Pregnancy Prevention, $18 million would be provided for these activities! \

The Secretary may terminate 4 grant before the end of the S-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 RESPONSIBLE BEHAVIOR

Under Section 402{2){43) of the Social Secuarity Act, States have the opiion of requiring minor parenis
{those under the age of 18} 1o reside in their parens® household, a legal guardian or other adult
relative, or reside in a jfoster home, maiernity home or other adult supervised supporiive living .
arrangement (with certain excepiions). Delaware, Maine, Michigan, Virgin Isiands, amf Puerto Rico

have included this in their Siate plons.
Visi

By definition, minor parewis are children. We believe thar children should be subject 1o odult
supervision, This proposal would require minor parents 1o live in an environment wihere they can
receive the support and guldance they need. At the same time, the circumsiances of each individual
minor witl be taken inte account in making decisions ebout living arrangements.

Specifications

{a} All States would require minor paremts to reside in thelr parents’ household or with a legal
guardian, with certain exceptions as deseribed below, This is the same as the allowed State
option under current law, except that now the provision would be a requi_rémem in all States,

b} As in current law, when a minor parent lives with her parent(s), the parent(s)’ income is
taken into account in determining the bepefit.  If the minor parent lives with another
responsible adult, the responsible adult’s income is not taken intc account. Child support
muid be sought in ali cases,

) A minor parent is an individual who (i) is under the age of 18, (i) has never been married,
ard {ili) 15 either the natural parent of a dependent ¢hild living in the same household or
eligible for assistance paid under the State plan 0 a pregnant woman, This is the same
definition as current Jaw. .

LD The following excepnons (now" in current law} 1o living with 3 parent or legal guardian will
be maintained:

i) individual has no parent or legal guardian of his or her pwn who is living and whose
whereabouts are knows;

(ii) no Jiving pﬁrant or legal guardian of such individual allows the individual to live in
the home of such parent or guardian,

@ity  the State ’agancy determines that the physical or emotional health or safety of the
individual or depeadent child would be jeopardized if the individual and dependent
child lived in the same residence with the individual’s own parent or legal guardian;

(iv)  individual lived apart from his or her own parent or lepal guardian for @ peried of &

least ane year before either the birth of any dependent child or the individual having
made application for aid to families with dependent children under the plan; or
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v the State agenty otherwise defermines {in accordance with regulations issued by the
Secretary) that there is good cavse for waiving the requirement. (In those States that
have this policy, the following are examples of what thay determine to be good cause
exceptions: the home is the scene of illegal activity; returning home would result in
overcrowding, viclation of the terms of the lease, or violation of local health and
safety standards; the minor parent is actively panticipating in a substance abuse
program which would nc longer be available if she returnad home; no parent or legal
guardian lives in the Swate.}

(e) Current law zand regulation requiring that the determination of 2 minor parent’s residency
status must be made within the 45 days that all eligibility determinstions are made would be

maintained.

) If the State determines the minor should not live with a parent or legal guardian {or the
gurrent arrangement ceases (o be appropriate because circumstances change), the minor must
be assisted in oblaining an appropriate supportive alternative to living independemtly, (The
types of living arrangements that States now use or are considering include living with an
adult relative, 2 licensed foster home, in a group home for pregnant teens or teen parents, and
in gn approved congregate housing facility.) If no appropriate setting is found the State must
grant ¢ligibility, but must utilize case managers to provide support for the minor.

(g} The Swate would use the ¢ase management for teen parent provision (see #2 below) to make
the determinations required under this provision, As deseribed in the next proposal, these
case managers would be trained appropriately and have reasonable caseloads. Determinations
would be made after 2 full 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,

ent L

Currently, families on welfare receive additional support whenever they have an additional chifd,

+ ish

States should be allowed 1o seek 1w reinforce parental responsibility by not increasing AFDC benefits
when a child Is concelved while the parent is on welfare. The message of responsibility would ke
Jurther sirengihened by providing the family an opportunity to ecrn what would have been paid in
benefits,

Specificat

{a) Allow States the option of limuting the Increase, in full or in pant, in the AFDC benefit
amount when an additional child i§ conceived while the parent is on welfare, In order to
exercise this option, the State must demonsirate that family planning seevices under 402{2)(15)
are available and provided 1o ali recipients who reguest them.
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) Under this option, if a parent has an additional child, the State must disregard an amount of
income equal to any increase in aid that would have beea paid as a result of the additional
child. Types of income to be disregarded include;

() child support;
(ii) earned income; or
(i)  any other source that the State develops and s approved by the Secretary.

{c; The provision would not be applied in the case of rape or in any other cases 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).

{dy  This provision would go into effect in FY 1996,

Sectlon 48200)(3) of the Social Security Act allows States to provide case management 1o eil those
participating in the JOBS program.

Visi
Frequently, it is multiple problems that lead vowrh t0 the welfare system. Their complex needs often
stand in the way of their meeting educational requirements and other responsibilities.  Removing
these barriers w selfesufficiency can involve the ronfusing end difficalt process of accessing multiple

service systems.  This proposal would provide every teen with g case manager whe would help them
navigate these systems and hold them accounrable for their responsibilities and requirements,

Specificat

{a) Require States 1o provide case management services 1o all custodial tegn parents under age 20
who are receiving AFDC.

{h} Case management services 10 teen parents will inglude, but is not limited to:

{3 assisting recipients in gaining access to services, including, at a misimum, family
planning, parenting education, and educational or vocational training serviees:

{ii) determining the best living sitvation for 2 minor parent, taking into account the needs
and concerns expressed by the minor (see #1 above};

(i)  monitoring and enforcing program participation requirements {Including sanctions and
incentives where appropriate}; and

(iv)  providing ongoing general guidance, encouragement and support.

States must describe in their plans how they will meet these requirements,
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{3 Case managers must receive adequate training in the social service and youth development
ficld, and Siates should iske intc account recommendations by appropriate professional
prganizations 1o carry this out.  Alse, the case managers must be assigned 2 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,

Under Section 402(a)(19; of the Social Secarity Act, 1een vustodial parents gre required to participate
in the JOBS program unless they are under 16 years of age, anending school full-time, or are in the
last seven months of pregnancy. Pariicipasion in the JOBS program involves an assessment of the
individual, and an agreement specifying what support’ services the State will provide and what
obligations the recipient has. For those who have not obtained a high school diploma or a GED,
antendance ar school con serve uy their JOBS assignmens.  Participation in the JOBS program Is
contingent on the exisience of such a program in the geogrophic viciniry of the recipients’ residence,

In addition, under g Sextion 1115 walver, States con implement programs which utitize incensives or
sancrions 16 encourage or require wen parents on AFDC 1o continue their education. Twe examples
of Statex having done or planning 1o do this are the learning, Egrning, and Parenting Program
(LEAP} In Ohio and Col Learn in Colifornia, which is in the process of being implemented. LEAP
and Gl Learn are mandatory for all pregnant and custodial teen parents who are receiving AFDC
and who do not have g high school diploma or GED, ' Under both LEAP and Cal Learn program
rides, all eligible teens are required 10 enroll {or remain enrolied) in and regularly anend a school or
education program leading 10 a high school diploma or GED. These two initintives apply onfy 1o
teens who are case heads. Other States have obialned waivers 1o implement programs using sanctions
to influence dependenis 1o continue their education.

Vies

Teenage mothers face substaniial obstacles ro achieving self-sufficiency. Eiphty percent of teen
mothers drop out of high school and only 56 percent ever graduate. Their earning abilities are
limited by lack of education and job skills. Teen parents ore often not well prepared in the area of
porenting.  This proposel provides States with @ mechanizm 1o - wilize creative approackes for
encourgging ond supporring youth in both their educationsl and parenting endeavors,

ification

{a} Provide States the option to use monetary incentives {which must be combined with sanctions)
as inducement for pregnant teens and teen custodial parents who are receiving AFDC and who
do not have a high school diploma or GED to enroll (or remain enrolled) in and regularly
attend a school or education program leading 1o a high school diploma or GED, or a program
leading to a recognized degree or skills certificate if the State determines this is most
appropriate for a recipient. States may also choose to provide incentives for participation in
parenting education activities. This option will operate as part of the new JOBS program, and
the rules peniaining to JOBS will apply unless it is specifically stated atherwise.
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Each State plan must clearly define the following —

[ncentives; States must define by how much benefits will be increased and what kinds of
achievements will be rewarded.

Examples of incentives chosen by Chio and California are as follows:

In Ohio's LEAP, teens who provide evidence of school enrollment receive 3 bonus payment
of $62. They then receive an additional $62 in their welfare check for each month in which
they meet the program’s attendance requirements. For teens in a regular high school in Ohio,
this means being ahsent no more than four times in the month, with two or fewer unexcused
absences. Differemt attendance standards apply to pardime programs, such ag Adult Basic
Education (ABE) programs providing GED preparation assistance, but the same fimancial
incentives apply.

Participants of Cal Learn will be required to present their report cards four times a year. The
grant will be increased by $100 for the month after the Cal Learn participant receives a report
card with a "C" average or better. For graduating high school (or its equivalent), thase tzens
will have their graots increased op 2 one time basis by $500.

Sanctions: Sanclions under the i‘éviseé JOBS program would apply unlass the State proposes
allernative sanctions, 1 be approved by the Secretary, which the State believes better achieves
their objectives.

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) or fail to enroll in school have $62 deducted from their grant (i.e., the
teens are “sanctioned”) cach month until they comply with program rules. Similatly, enrolled
teens are sanctioned by $62 for each month hat they exceed the allowed number of unexcused
ahsences.  Teens who exceed the aliowed number of total gbsences, but do not excesd the
aliowed number of unexcused absences receive neither 3 bonus nor a sanction.

In the Cal Learn program, teens who do not receive at least a "D™ average or who do not
suhmit histher repont card will have the assistance unit grant reduced over a two month period
by the lesser of 350 or the amount of the granmt. This will result in a2 sanction of not more
than $100. Included in the sanctions will be tesns that do not present their report cards
because they have dropped out of school or were expelied.

Loordination: A case manager {(as described in A2} will assess each recipient’s needs and
grrange for appropriste services. States must describe the mechanism case managers and other
service providers will usg o coprdinate with schools,

Eligibility: Custwodial teen parenis under 20 yewrs of age 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 teen parents up to their 21st birthday.
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Exemotions, Exemptions from participation will be based on the same new guidelines
governing participation in JOBS and WORK, with two exceptions. First, teens will only be
ahie to defer participation for 3 months after giving birth, Also, 2 disability will not allow a
recipient 1o defer participation in high school, as schools distriets dre required fo provide
students with disabilities appropriate services. {See JOBS and WORK section of proposal for

more specific details.)
State-wideness: States can limit the geographic scope of this option.
Information and Evaluation: States would be required to provide information at the

Secretary’s request and to cooperste in any evaluation,

Monetary incentives provided under this program would be considered AFDC,

Monetary incentives provided under this option would not be considered income in
determining a family’s eligibility for any other Federal or Federally-assisted program, and any
other Federal or Federally-assisted program would treat any penalty imposed as i 5o such
penalty had been applied.

This provision would go into effect in FY 1996,
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CHILD SUPPORT ENFORCEMENT PROPOSAL ([Title Vi)
I. ESTABLISH 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-of-wedlock as
possible, regardless of the welfare or income status of the mother 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 part 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, streamlines procedures surrounding
genetic parentage testing, and requires efforts 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 IV-D cases will also be maintained.)

(1) Each State will be required, as a condition of receipt of Federal funding for the child support
enforcement program, to calculate a State paternity establishment percentage based on yearly
data that record:

{a) all out-of-wedlock births in the State for a given year, regardless of the parents
welfare or income status; and

) all paternities established for the out-of-wediock births in the State durin g that year,
2) The Secretary shall prescribe by regulation the acceptable methods for determining the

denominator and the numerator of the new paternity establishment performance measure with
a preference for actual number counts rather than estimates.
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Financial Incentives for Paternity Establishment

In order to encourage States to increase the number of paternities established, the Federdd 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 establishment of
paternity so that States have both an incentive to get paternities established as quickiy a3 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 will
be revised since the administrative procedures required under the proposal will allow cases to be
progessed more quickly.

(1}  Federal Financial Pariicipation rate FFP) will be provided for all paternity establishment
services provided by the IV-D agency regardiess of whether the mother or fother signs a VD
application,

(3} Performance-based incentives will be made 10 each State in the form of increased FFP of up
to 5 percent. The incentive structure determined by the Secretary witl build on the perfor-
mance measure 50 that States that excel will be eligible for incentive payments.

{3 Ar State oprion, States may experimery with programs that provide fingnelad incentives 1o
parents 1 establish paternity.  The Secretary will additionally awhorize up o three
demonstration projects whereby Federal Financial Participation is available for financial
incentives w parents for establishing paternity.

4) The Secretary will issue regulations establishing revised time-frames for establishing parernity.

Streamlining the Paternity Establishment Process
Encouraging Early Establishment of Paternity

Very littie outreach is curremily conducted about the importance and mechanics of establishing
paternity in public health related facilities (e.g. prenatal clinics or WIC clinics), even though these
facilities have significant coptact with unmarried pregnant women. For example, in 1990, less than 1
percent of 2il counties reported they conducted outreach about paternity establishment in prenatal
¢linies. Cunducting outreach in these public-health related faciiities will not only broaden knowledge
shout the benefits of establishing paternity in general, but will also enhance the effectiveness of
hospital-hased programs. By the time the parents of an out-of-wedlock child are offered an
apportunity to establish paternity in the hospital, the parent{s) will have already had an opportunity to
abtain information zbout and reflect upon why they should establish paternity for their child,

As part of the effort to encourage the early establishment of paternity, the proposal allows State
agencies and mothers to start the paternity establishment process even before the ¢hild is born. Since
fathers are much more likely 10 have 4 continuing relationship with the mother a1 thay time, locating
the father and serving him with legal process is much easier. If the father does not acknowledge
paternity, @ genetic test can then be scheduled immediately after the birth of the child,

Experience has glso shown that while a high proportion of fathers are willing to consent o paternity
in the hospital, there are some who are enwilling to voluntarily acknowledge paternity outright but
would do so if genetic testing confirmed parentage. The hospital based paternity establishment
process can be further streamlined by providing the opportunity for genetic festing right at the
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hospital. 'This is an efficieny use of resources since hospitals are already fully equipped o obtain
samples for these tests and blood tests are already performed on newborns at the hospital for other

purposes,
As pare of the Siate’s voluntary consent procedures, eoch State must:

{1 require, either direcily or under contract with health care providers, other health-related
Sacilivies fincluding pre-nzial clinics, “well-baby™ clinics, in-home public health service
visitarions, forily planning clinics and WIC rcenters) to inform unwed parents about the
benefits of ond the opportupities for establishing legal paternity for their children; this effort
should be coordinaied with the U.S. Public Health Service, WIC program information shall
also be available to the IV-D ggency in order to provide outreach and services 1o reciplents of
that program.

(2} require full participarion by hospitals and other health-related facilities to cooperaie and
implement in-hospital paternity establishment programs as e condision of reimbursement of
Medicald, ’

As part of a Srase s civil procedures for extablishment of paterniry, each Stare must:

(1) have stanmres allowing the commencement of paternity actions prior to the birth of the child
and procedures for ordering genetic tests as soon as the child Is bors, provided that the
putaiive father hus not yet acknoviedged paternity;

{2} make available provedures within hospitals to provide for taking @ blood or other sample at
the time of the child’s birth, if the parenis reguest the test,

Simplifving Paternity Exiablishment

Currently, acksowicdgements of paternity must create either a rebuttable or conclusive presumption of
paternity. A rebuttable presumption means that even though someone hag adiitted paternity, they can
later come in and offer other evidence 10 "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 afler one year. A conclusive presumption acts as a judgment so that paternity has, in
fact, been officially established, States are allowed some flexibility to tallor due process provisions,

The vast majority of paternity cases can be resolved without 2 1rial once & genetic test is completed.
Such tests are highly accurate and will eflectively either exclude the alleged father or resull in a
paternity probability over 99 percent. Viruaily all alleged fathers will admit to paternity when faced
with gemetic test results showing near certainty that he is the father.  Currently in most States,
however, changes in the legal process have not kept wvp with the changes in genstic tesing
technology, resulting in an unnecessary and inefficient veliance on the courts 10 handle the moners
surrounding genstic tests.

Under the proposal, States will no longer have 1o start a legal proceeding through the courts and have
a court hearing simply to have & genetic test ordered. States are also precluded from requiring a
court hearing prior o catification of paternity acknowledgments. These procedures wifl speed up
what is otherwise unnecessarily a very time consuming and labor intensive process. Another delay in
the process occurs if the father fails 10 show for an grdered blood test. Qfien the IV-D agency muut
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50 back to court to get 3 default order emtered, even though this process could be handled more
efficientty on an adminisirative basis. Under the proposal, the IV-D sgency 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 for paternity cases reguiring
genetic 1esting and will continue to do so. However, there is currently g great deal of variation at the
State and local level reparding whether and under what circumstances the costs of genetic testing are
passed on to fathers fecing a paternity allegation. The propesal will eliminate the current variation by
requiring all States to advance the costs of genetic tests, and then alfowing vecoupment from the
alleged father in cases where he is determined to be the biological father of the child. By advancing
the costs of genetic testing, there is no financial disincentive for alleged fathers o evade genetic
testing. At the same time, requiring that an allegsd father reimburse the State for the cost of genetic
tests should he be determined to be the biological father eliminates any incentive for fathers to request
genetic tests as & “stalling” technigue and promoies voluntary acknowledgment of paternity when
appropriate.

In the event that a party disputes a particular test resulf, the dispute shouid normslly be rescived
through further testing, The party should be given the opportunity to have additional tesis but also be
required 10 incur the costs of those additional tests, This will help to ensure that the opportunity to
request additional testing is used only in cases where there is a legitimate reason to question the
original test results and not used as 2 delaying tactic 1o avoid establishing pateraity.

Currently, research on non-custodial fathers suggests that many fathers who might otherwise be open
{0 the idea of establishing paternity are deterred from doing 5o because they may then be required to
pay large amounts of arreacs and/or face delivery-associated medical expenses in addition 10 ongoing
support obligations. For low-income fathers with limited incomes, this posss a special problem.
Providing the administrative agency/court the authority to forgive all or part of these costs will reduce
disincentives to establish paternity in centain cases.

IV-I3 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
gosl is w sstablish paternity for as many children born out-of-wedlock as possible, IV-D agencies
should be able to assist putative fathers ax well as mothers in eswblishing paternity for 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 full falth and credit (o dsterminations of
patérnity made by other States. In order to further streamline the treatment of contested cases, the
proposal provides that States can set temporary support in appropriste ¢ases, This discourages
defendants in paternity actions from contesting cases in-order 1o simply delay the payment of support.
The propusal also abolishes jury trials for paternity cases. Jury trials are a remnant from the time
when paternity cases were criminal in nature. Almost two-thirds of the States sti# allow jury wials.
While rarely requested, jury trials delay the resolution of cases and take @ heavy toll on personnet
resources, With the advent of modern scientific genetic testing, they serve very little purpose, as
almost all cases will ultimately be resolved hased on the results of the tests. The proposal also eases
certain evidentiary rules, allowing cases to be heard without the nged for establishing a foundation for
evidence that is normally uncontroverted. ‘

As part of & State’s civil procedures for estabiishment of paternity, each State must:
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provide that acknmowledgments of poternity creatg either a rebutiable or conclusive
presumption of paternity. ¥ @ rebutrable preswmption of paternity Is created, States must
provide that the presumption ripens into a conclusive legal determination with the same effect
as o judgment no loer than 12 months from the date of sigring the acknowledgment. Siates
may, of their oprion, aliow fathers w move o vacate or reopen such judgments at q later date
i cases of fraud or if it iy in the best imterest of the child,

provide administrative quihority 1o the IV-D agency to order all parties to submit to genetic
testing in aoll cases where cither the mother or putative father requests a genetic test; and
submits a sworn statement seiting forth facts establishing a reasonable possibility of the

requisite sexual contact, without the need for a court hearing prior to such an order. (State .

oprion remains s 10 whether 1o provide this administrarive authority in cases where there is @
presumed father under State law);

preciude the use of court hearings to ratify paternity acknowledgments;

provide administrative awhority 10 the IV-D agency to emter defoult orders o establish
pazernity specifically where a party refuses 1o comply with an order for genetic testing (S1ate
law continues to deterniine the criteria, if any, for opening defoult orders);

advance the cosis of geneiic tests, ubject 10 recoupment from the patative fother {subject 1o
State pauper provisions} if he Is determined 10 be the biologival father of the child (Federal
Sunding will continue a1 9G pereent for laboraiory 1ests for parerniryl; i the result of the
genetic testing Is dispuwted, upon reasonable request of a party, order that dditional testing be
done by the same laboratory or un independem laboratory at the expense of the party
requesting the additional tesis;

provide discretion 10 the administrative agency or court seiting the qmount of support 1o
Jorgive delivery medical expenses or limii arrears owed 1o the State (but nol the mother) in
cases where the father cooperates or acknowledges paternity before or gfter a genetic test is
completed; ‘

allow putative fathers (where not presumed to be the futher under State fow) standing 1o
initlate their own paternity actions;

establish and implement laws which mandate, upon motion by a party, a tribunal in conested
cases 1o order temporary support according 1w the laws of the tribunal’s State if:

fa) the results of the parentage testing create a reburtable presumption of paternity, '

) the person from whom support is Sought has signed o verificd stqrement of parentage;
or

fc) there is other clear and convincing evidence thar the person from whom support is
sought Is the particular child's parent;

enact laws which abolish the availability of trial by jury for paternity cases; and
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(10} have and use laws thar provide for the introduction and admizsion into evidence, without need
Jor third-party foundadion testimony, of pre-natal and post-natal birth-reigted and parentage-
testing bitls; and-eack bl sholl be regarded as prima facke evidence of the amount incurred
on behalf of the child for the procedures included in the bill.

Paternity Outreach

Paternity establishment is recognized as an important strategy to combat the high incidence of poverty
amoag children born out of wedlock. Yet to date, there has betn no cohesive national strategy to
educate the public on this issue, As a result, many parents do not understand the benefits of paternity
establischment and child support and are unaware of the availability of services. This proposal calls
for a broad, comprehensive outreach campaign at the Federal and State level to promote the
importance of paternity establishment as 5 parental respansibility and a right of the children.

A combined outreach and education strategy will build on the Administration’s paternity establishment
initiative included in last vear’s budget law, OBRA of 1993, by underscoring the importance of
paternity establishment for children born outside of marriage and the message that child support is 2
wwo-parent responsibility, Statés will be asked to expand their point of cuntact with unwed parents in
order o provide maximum opportunity. for paternity establishment and to promote the norm that
paternity establishment is doing the right thing for their children,

Under the proposaly

(1) the Department of Health and Ruman Services, including the Public Health Service, and In

" cooperation with the Department of Education, will take the lead In developing a

comprehensive medin campeign designed 1o reinforve both the importance of paternity
establishment and the message thay child support is a “ovo parent” responsibility;

2}  Srotes will be reguired to implement outreach progroms promoting vohantary ackneviedgment
of paternity through a variety of means, such as the distribution of written muerials &t
schools, hospitals, and other agencies. These efforts should be coordinated with the U.5.
Department of Education. Stares are also encouraged 1o establish pre-natal programs for
expectant couples, either married or unmarried, to educate parents on their joint rights and
responsibilities in paterniry. At Stre option, such programs couwld be required of ali
expectant weifare recipients;

£3} States will be required to make reasonable efforts 1o follow up with individuals who do not
establish poternity in the hospitgl, providing them informuation on the benefits ond procedures
Jor estellishing parernity.  The piarerials and the process for whichk the information is
disseminmed is left to the discretion of the States, but Siates must have o plan for this
coutreach, which Includes at least one post-hospital contaer with each paremt whose
whereabours are known {(unless the State has reason to believe that such contact puts the child

or mather af risk);

4} all parenis wha esiablish parernity, but who are not required 1o assign their child support
rights 10 the State due 1o receipt of AFDC, must, ar o minimum, be provided subsequenily
with informaiion on the benefits and procedures for estoblishing a child support order and an
application for child support services; and
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AS wpon opproval of the Secretary, Federol funding will be provided ar an increased marching
rote of %0 percent for parernity outreach programs.

Improving Cooperation among AFDC Mothers in the Establishment of Paternity

Cooperation Standards and Good Cause Exceptions

Currently, cooperating with the IV-D sgency in establishing paternity is 2 condition of eligibility for
AFDC and Medicaid recipients. Cooperation is defined as appearance for sppointments (including
blood tests), appearance for judicial or administyative proceedings, or provision of complete and
aocurite information. The last standard is s0 vague that “true” cooperation is often difficult 1w
determine. Research suggests that a greater percentage of mothers know the identity and whergabouts
of the father of their child' than is reported 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 carrently achieved.

The proposal contains several provisions aimed at significantly increasing cooperation among AFDC
mothers while at the same time not penalizing those who have fully cooperated with the IV-D agency
but for whom paternity for their child is-not established due 1o circumstances beyond their control.
Increased cooperation will result in higher rates of paternity establishment,

Under the proposal:

{1) the new cooperation standards described herein will apply to all applications for AFDC or
appropriate Medicaid cases for women with children born on or gfier 10 months following the
date of enactment;

2} the initial cooperation requiremen: is met only when the mother has provided the Jicte 1he
Jotlowing information:

{a} the rname of the father; and

)  sufficient information to verify the idemtity of the person named {such as the present
; address of the person, the past or present place of employment of the person, the past
or present school amended by the person, the name and address of the person’s
parents, friends or relatives that can provide location information for the person, the
telephone number of the person, the dote of birth of the person, or other information
that, if reasonable efforts were made by the Suue, coudd lead 10 ientify o pardcudar

person to be served with processj:

fc} if there is more than one possible fother, the mother must provide the names of all
possible fathers: .

(3} the continued cooperation requirement is met when the mother provides the Siote the following
information:

fa} additional reasonable, relevant informmion which the mother ¢can reasonably provide,
requested by the State at any point;
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13 appearance o required interviews, conference hearings or legal proceedings, ¥
norified in advance and gn Hiness or emergency does not prevent attendonge; or

{c; appearance {along with the child} 1o subniit 10 genelic tests;

4 pocd cause excernions will be granted jor non-cooperation on an individual case basis only if
recipients muet the existing good cause exceptions for the AFDT program.

{3) State IV workers must inform each applicant orally end in writing of the good cause
exceptions available under current law and help the mother determine if she meets the
definition.  (Carrent exemptions for Medicaid eligibility for pregnamt women are also
maintgined,)

Cooperation Prior 16 Receipt of Benefits

Currently, many local IV-D agencies do not conduct inteke interviews at all 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 interviews do not schedule them untll sfer the mother has already
applied for and been determined eligible to receive AFDC benefits, This practice reduces the
incentive of AFDC mothers to cooperate with the IV-D agency in providing complete and accurate
information shout the father of their child because questions regarding cooperation do not arise until
after eligibility for AFDIC has beers approved and the family is receiving benefits”

The proposal will increase the incidence of paternity establishment by making receipt of benefits
- conditional upon fulfilling the cooperation requirement; IV-Ir agencies will have to determine
whether the cooperation requirement has been met prior 10 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-A/IV-D screening or intake interview, AFDC
applicants who fail 1o fulfll the new cooperation requirement will be sanctionsd.

{1 Applicants must cooperate in establishing paternity prior 10 receipt of benefits:
@) using the new cooperation standards, an initicl determination of cooperasion must be
made by the State IV-D ggency within 10 days of application for AFDC andior
Medicaid:
) if the cooperation determination is not made within the specified time-frame, the
applicant could not be denied eligibiliry for the above benefits based on noncoopera-
tion pending the determinarion;

fc) once an initial determination of cooperation is made, the IV-D agency must inform the
maother and the relevant programs of its determination;

) . individuals qualifving for emergency asxistance or expedited processing could begin
receiving benefits before a determination is made.
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{2 Fatlure 10 cooperate with the IV-D agency will resulr in an immediate sanction:

faj - sancrions will be based on curremt law. States are required to inform all sanctioned
individuals of their right to appeal the determination.

&) if a determination is made that the custodial parent has wer the initial cooperation
requirement and the IV-D agency kuer has reason 1o believe that the information is

+ Ineorvect or insyfficient, the agency must:
] try to obiain additional informarion; and if thar fails

i} schedule a fair hearing 1o determing if the parent is fully cooperating before
fmposing a sanction;

{2} if a mother fulls 10 cooperate and is determined ineligible for benefiss, but
subsequently Cheoses to cooperate and takes appropriare action, Federal and Siate
benefiss will be immediazely reinstated.

d; if the determingiion resulis in a finding of noncooperation and the applivant appeals,
the applicant could not-be denied benefits based on noncooperation pending the
outcome of the appeal. States can set up appeal procedures through the existing 1V-A
appeals process or through a IV-D appeals process.

(3) States are encouraged to gither co-locate IV-A and IV-D offices, provide a single interview for
VA and IV-D purposes, or conduct a single screening process.

State Faternity Cooperation Responsibiities and Standards

States will he held to new standdards of respoasibility for determining cooperation and ensuring that
information regarding paternily Is acted upon in a timely fashion, Under the proposal, if the mother
meets this siricter cooperation requirement and provides full information, the burden shifis (o the
State to determing paternity within one year from the date the mother met the initigl cooperation date.
This is a shorter time pericd than what was required by regulation under the Family Suppont Act of
1988 and under the proposed GBRA of 1993 regulations.

If the State fails 1o 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 10 work their incoming paternity cases in a timely fashion, A tolerance
level is allowed for cases where paternity cannot be established despite the State’s best efforts. Other
paternity standards under existing law wil) be maintained to encourage States to continug to work all
new and ald IV-D cases. '

For all cases subject 10 the new cooperation requirements:

i State IV-D agencies must gither gstablish paternity if at alf possible ar impose a sanction in
every case within one year from the date that the initial cooperation requirément is met; or
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{2} If the mother has met the cooperation requirements and the State has joiled 1o establish
paternity within the one year time lmit, the Siate will nor be eligible for FFP of the AFDC
grams for those cases. (The Secretary will establish by regulation a method for keeping track
of those cases, The FFP penalty will be based on an average monthly grant for cases where
paternity is nor established rather than by tracking individual cases.) The Secretory sholf
prescribe by regulation a tolerance level, for which there will ke no penalry, for cases where
paternity cannot be established despite the best efforts of the State. The tolerance level shall
not exceed a percentage of the Stare’s mandaiory cases that need paternity established in any
given year {25 percent in years } and 2, 20 percent in years 3 and 4, 15 percent in years S
and 8, and 10 pereent thereafier).

Accreditation of Genetic Testing Laboratories

in 1976 a joint committee of the American Bar Association (ABA) and the American Medical
Association (AMA) established guidelines for paternity testing. In the early 1980°s, the Parentage
Testing Committee of the American Assotiation of Blood Banks (AABB), under a gramt from the
Federal Office of Child Support Enforcement, developed standards for parentage testing laboratories,
These standards served a5 a foundation for an inspection and acereditation program for parentage
testing laboratories, In addition, the Parentage Testing Committee developed & checkint for
inspectors to use in determining if Iabokatories are in conformance with the standards required for
AABB accreditation. These standards are subject to future revision as the swte-of-the-art and
experience dictate.

Using accredited laboratories ensures that laboratories do not take shortcuts, employ ungualified
personnel, fail to perform duplicate testing or otherwise compromise quality control. Thinty-six of the
fifty-four IV-D Child Support Enforcement agencies currently use solely AABB accredited
laboratories for paternity testing.  Under the proposal, the Secretary will authorize an organization
such as the AABB or a U.S. ageney to accredit laboratories conducting genetic testing and States will
be required to use only aceredited laboratories.

State law often fails 1o keep pace with sciemtific sdvances in genetic testing, For instance, whilg
DNA testing for paternity cases is widely accepted in the sciemtific community, some State laws
rematn from 2 time prior to DNA testing.  Such State laws may refer only to "HLA™ or "blood”
testing, so Siate agencies are unahle 10 contract with laborawries using more modern technigues.
Under the proposal, States must amend. their laws to accept gl aceredited test results with the type of
tests o be determined by the authorized organization or agency based upoa what testing is widely
accepted in the scientific community.

(1} The Secretary will authorize on organizedion or U.S. agency o accredit laboratories
conduciing genetic testing and the procedures and methods 1o be used; and

2 States are required to use accredited labs for all genesic testing and to accept all accredired
test resulis,
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Administrative Authority to Establish Orders Based on Guidelines

Establishing paternity alone does not establish an obligation to pay support.  An obligation 10 pay
support is only crested when the proper authority issues an order that support be paid (ie., an
*award® of support). Sometimes this is done when paternily is established and sometimes not--there
are many State variamions. States also vary in how they establish an award when someone enters the
IV-D system in non-paternity cases. A few States provide adminisirative suthority 10 establish <hild
support orders. Many State require that a separate court action be brought.

Establishing support awards is critical to ensuring that children receive the support they deserve.
Under the proposal, ali IV-D agencies will have the authority to issue the child support award. This
will vastly simplify and speed-up the process of getting an award in place. Adequate protections are
provided to gnsure that award levels are fair; the IV-D agency must base the award level on State
guidelines and Siates are provided the flexibility to set up procedural due process protestions, These
administrative procedures apply to paternity and IV-D cases only. Legal separations and divorces
may still be handled through the court process.

States can be exempted from this requirement if they can establish orders as effectively and efficiently
through alternative procedures.

(1} States must have and wse simple administrative procedures in IV-D casey to establish support
orders 30 that the IV-I3 agency can impose an order for support thased upon State guidelines)
in cases where:

fa} the custadial parent has assigned Wis or her right of support 10 the state;

b} the parent hos not assigned his or her right of support 1o the State but has established
paternity through an acknowledgment or State administrative pracedure; or

{c) in vases of separavion where a parens has applied for iV-D services and there is not a
court proceeding pending for a legal separation or divorce, Ar Swue option, Siates
may extend such authority 1o all cases of separation and divorce, but they are not
required o do s0.

2) In all cases appropriate notice and due process as determined by the State syt be followed,

(3 Existing prové‘sians Jor exempting States under section 966{d} of the Social Security Act ore
preserved,
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11, ENSURE FAIR AWARD LEVELS

Nationa! Commission on Child Support Guidelines

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 led
© more uniform tweatment of similarly-situated parties within 2 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 ¢hild by two parents in two separate households and because
disagreements abound over what costs {medical cars, child care, non-minor and/or multiple family
support) should be included in guidelines. The issue is further compounded by charges that individys!
State guidelines result in disparate treatment between Siates and encourage forum shopping, '

To resolve these issues and ensure that guidelines truly provide an equitable and adequate level of
support in sl cases, the proposal creates 2 national commission to study and make recommendations
on the desirability of uniform natlonal guidelings or national parameters for setting guidelines,

(1} A twelve-member National Commission on Child Support Guidelines will be estublished no
laser than March 1, 1993, for the purpose of studving the deslrability of a uniform, nadonal
child support guldeline or national parameters for Stae guidelines.

7} The Chairman of the Senare Corumittee on Finance and the Chairman of the House Committee
on Ways and Means shall appoint two members each, the Ronking Minority Menbers of such
Comminee shall appoint one member each, and the Secretary of Health and Human Services
shall appoint six members.  Appolnments 1o the Commission must include o Siate IV-D
Director and members or representatives of both custodiad and non-custedial parent groups,

3} The Commission shail prepare o report not later than wo years gfier the dote of appoinument
10 be submited to Congress. The Commission terminates six months after submission of the
FEpoTI.

4} if the Commission determines that o uniform guideline showld be adopied, the Comunission
shall recommend 1o Congress a guideling which Ir considers mosnt equitable, teking inty
account sudies of various guideline models, their deficiencies, and any needed improvements.
The Commission shall also consider the need for simplicity and ease of application of
guidelines as a critical objective.

In addition, the Cormission should study the following:

{1) the adequacy of existing State guidelines ‘ t

(2)  the treatmen; of multiple fomilies in State guidelines including:

{a) whether @ remarried parent’s spouse's income qffects a support obligation;

(b} the :‘m;;acr of step and half-siblings on support obligotions; and .

{c} the costs of multiple and subsequent family ¢child raising obligations, other than those
children for whom the action way broughs;
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(3) the treatment of child care expenses in guidelines including whether guidelines should 1ake
into account:

fa) current or projected work related or job training related child care expenses of either
parent for the care of children of either parent; and

) health insurance, related uninsured health care expenses, and extraordinary school
expenses incurred on behalf of the child for whom the order is sought;

4) the duration of support by one or both parenis, including the sharing of post-secondary or
vocational institution costs; the duration of support of a disabled child including children who
are unable to support themselves due to a disability that arose during the child’s minority;

(3) the adoption of uniform terms in all child support 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 support 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-D case every
three years for which a parent requests a review. Although a good start, there are several
shortcomings with current policy.

First, requiring the non-AFDC custodial parent, usually the mother, to initiate review places a heavy
burden on the mother to raise what is often a controversial and adversarial 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 are extremely labor intensive, time-consuming,
and cumbersome to implement. This problem is particularly pronounced in, although not limited to,
States with court-based Systems. Improvements in automsted systems will help diminish some of the
time delays and tracking problems currently associated with review amd modification effonts.
However, a simplified administrative process for updating swards.is also needed for States 0 handle
the valume of cases involved in a more efficient and speedier manner.

i

(<)

3]

)

States shali hove and use faws that reguire the review of all child support erdery included in
the State Central Registry once every three years. The review may consist of an exchange of
Sfinancial informotion through the Siote Central Registry. The State shall provide thal a
change in the support amoury resulting from the application of guidelines since the entry of
the last order is sufficient reason for modificazion of ¢ child support obligation withow the
necessity of showing amy other change In circumstances, {Siates may, & their aption,
establish a threshold amount not to exceed 10 percent since entry of the last order,) Siates
shall adjust each order in accordance with the guidelines unless both parents decline the
adfustment in q writing filed with the State Central Regisary.

Seares may set a minimum time-frame that runs from the dote of the tast adjusimens thar bars o
subsequent review before a cerain periad of time elapses, absemt other changed
circumstances. Individuals may request modifications more gfien than once every three years
if either parent's income changes by more than 20 percent.

Stares are not prechuded from conducting the process ar the local or county level, Telephonkc
hearings and video conferencing are encouraged.

To ensure that all reviews can be conducied within the specified time-frame, Siates must have
and use faws which:

(@} provide the child support agency through the Siate Cemtral Repistry adminisirasive
power to modify all child suppors orders and medical support orders, Including those
orders entered by a court funless the State is exempted under section 486} of the
Sociaf Security Act);

() provide full foith end credit for ol valld orders of support modified through an
administrarive process;

i) require the child support agency to awomate the review and modification process 10
the extent possible; '

{d) ensure that interstate modification cases follow UIFSA and any amending Federal
Jurisdictional legistation for derermining which Stare has jurisdiction 10 modify an
order;

fe} ensure that downward modifications as well 6 upward modifications must be made in
all cases if a review indicates a modification is warranted;

2] simplify notice and due process procedures for mpdificarions in order 10 expedite the
processing of modifications {Federal stotutory changes alsoj;

gl provide administrative subpoena power for olf refevant income information; and
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(7} provide defaulr standards for non-responding parents.

3) The Secretary of Health and Human Services and the Secretary of the Treasury shaoll conduct
a svudy to deternine if IRS income data can be used 10 facilitate the modification process.

Distribution of Child Suppori Payments
Priority of Child Support Distriburion

Families are often not given first priority under current ¢hild support distribution policies. The
proposal will make such policies more responsive to tie needs of families by reordering ¢hild suppont
distribution priorities, giving States the option to pay current child support directly to families who
are recipients and reordering Federal income tax offSet priorities. |

When a family applies for AFDC, an assignment of support rights s made to the State by the
custodial 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 public assistance, payments for support obligations above payment of current
support (i.e., arrcarages) 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 AFDC family
or 10 use such arrearage payments 1o recover for past unreimbursed AFDC assistance. Quly sbout 19
Siates have chosen o pay the family arrearages first for missed payments after the family stops
receiving AFDC benefits,

The proposed change will yequire all States to pay arrearages due to the family before reimbursing
any unreimbursed public assistance owed o the State. Such 3 change will strengthen a families post-
AFDC self-sufficiency. Families often remain economically vulnerable for a substantial amount of
time afer leaving AFDC; sbout 40 percent of those who leave return within a year and another 60
percent return within two years,  Ensuring that all support due two the family during this ertical
transition period is paid w the family can mean the difference between self-sufficiency or a return to
welfare,

States that have already volumarily implemented this policy believe that such a policy is more fair fo

the custodial family who now depends on payment of support (0 help meet its living expenses. States

have also found it difficult w explain to custodial and noa-custodial parents why support pakd when 3
family has left welfare should go to reimburse the State arrearages first before arrearages owed the
family are paid. If ¢hild support is about ensuring the wellbeing of children, then the ¢hildren's
economic needs should be 1aken care of before State debt repayment.

Public policy also ought to promote the establishment of two-parent families. Having two parents
living together within marrizge provides children with more emotiona) and financial support than
having two parents living apart. Under current law, child support arrears are not dischargeable even
if the parents marry or reconcile,  In these circumstances, the family must pay back iiself, or the
State, if the family was on AFDC. For families with no AFDC arrearages, such payments are
itiogical and inefficient; a check must be written by the family, sent to the I1V-D agency, credited
against the arrearage amount, and re-issusd by the State back to the family. For families with AFDC
arrearages, such payments ar¢ not re-issued to the family, but are be used to reduce the State and
Federal debt. This can make low income families even poorer. Under the proposal, families who
unite or reunite in marriage can have their arrearages suspended or forgiven if the family income s
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fess than twice the Federal poverty guideline. Protections will be included to ensure that martiage {or
remarriage} is not undertaken for the sole purpose of eliminating caild support arrearages.

{13 States shall distribute payments of ali child support collected in cases in which the obligee is
ot receiving AFDC, incluwding moneys collected through a iax refund offset, in the following

priority:
fa} w0a curréz:: month's child support obligation;

{8) o debrs owed the family (non-AFDC obligations): if eny rights to child sUpport were
assigned 10 the Ste, then oll errearages that accrued afier or before the child
received AFDC shall be distributed 1o the fomily,

{c}  subject 0 2), 1o the Swte making the collection for any AFDC debis incurred uader
the assignment of rights provision of Title V-4 of the Social Security Ac;

(d)  subject 10 (2), 10 other States for AFDC debis fin ihe order in which they accrued);
the collecring State must continue 1o enforce the order until il such debis ore satisfied
and to transmit the collections and idemfving informazion to the other State;

(2} i the noncustodial and eas;&:fiaf‘parew unite or reunite ip a legitimate marrigge {not @ sham
' marriage}, the State must suspend or forgive collection of arrearages owed 1o the State if the
reunited family's joint income Is less than twice the Federal poverty guideline.

3} The Secretary shall promudgare regulations that provide for a wuniforms method of
allpeation/proration of child support when the obligor owes support 10 more than ong janily.
All States must use the starddard allocarion formula.

@ Assignment of support provisions shall be consistent with {1} above.

Treatment of Child Support for AFDC Families « State Option

With the exception of the $50 pass-through, States may not pay current child support directly Yo
families who are AFDC recipients. Instead child support payments are paid to the State and are esed
o reimburse the State for AFDC benefit payments, Many States have found that both AFDC
recipients and noncustodial parents misunderstand and resent child support being used for State debt
coliection.  Under waiver awthority, Georgla has undertaken a demonstration 10 pay child support
directly to the AFDC family and 2 number of other States have expressed interest in this approach.
The proposal will allow States the option to pay chilld support directly to the AFDU family, thereby
allowing States 10 choose the distribution policy that will work best in their state.  The AFDC beneftt
amount is reduced in accordance with State policy to account for the additional family income, This
policy change makes child support part of a family’s primary income and places AFDC income as 2
secondary souree of support.

{1) At Srate option, States may provide that all current child support payments made on behalf of
any family receiving AFDC must be paid directly 1o the family {counting the child suppont
payments as income),

2} The Secreiary shall promudgete regulations to ensure thar States choosing this opsion have
available an AFLRC budgeting system that minimizes irreguiar monthly paymens 1o recipients,
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1, COLLECT AWARDS THAT ARE OWED

Overview

Currently, enforcement of support cases is too often handled on a complaimt~driven basis with the IV«
D agency only taking enforcement action when the custodial parent pressures the agency 1o take
action, Many enforcement steps require court intervention, even when the case is a routine one, and
even routine enforcement measuces 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. State staff will monitor support payments
1o ensure that the support i being paid and will be able to impose certain administeative enforcement
. remedies at the State leval. Thus, routing enforcement actions that ¢an be handlsd on 2 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 nesessarily replace, Jocal staff,

The Federal role will be expanded to ensure efficient location and enforcement, particularly in
interstate cases. In order fo coordinate activity at the Federal level, s National Child Support
Enforcement Clearinghouse (NC) will be established to help rack parents across State lines, The
National Clearinghouse includes 2 national ¢hild suppont registry, the expanded FPLS and a national
directory of mew hires. The National Clearinghouse will serve & the hub for transmiging information
hetween States, employers, and Federal and State data bases. Interstate processing of cases will be
made easier through the adoption of uniform laws for handling these types of cases.

The proposal includes a number of child support enforcement tools-4ools that have been proven
effective in the best performing States, Finally, changes in the funding and incentive structure of the
IV-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 scanered through various branches and levels of
government. This fragmentation makes it impossible 1o enforce orders on an efficient and organized
basis. Also, the ability 1o maintain stourate records that can be centrally accessed is gritical. Under
the proposal, States will be required 1o establish 2 Central State Registry for all child support arders
established or registered in that State. The registry will maintain current records of all the support
orders and work in coordinstion with the Cemtral Pavment Center for the collection and distribution of
¢hild 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 concept supported by virtwally all child support professionals and advocacy groups. -

{1} As a condition of receipt of Federal funding for the child support enforcement program, each
State must establish an aweomated cemtral State registry of child support orders.

2) ‘The registry must maintain o curremt record of the following:

{a} all present 1V-D3 orders esteblished, modified or enforced in the Stats,
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{c)

Wt oned Ruppuowpidiiny Act of 1854

all new and modified orders of child support qV-D and non-IV-D) established by or
under the jurisdiciion of the State, gfter the effective date of this provision; and

at either j:raren: 's request, exisiing child support cases not included in the IV-D system
on the effective date of the registry.

The Swxte, in operating the child support registry, rust:

(j
)

{c)
(d)

{el

{g)

)

@

o

)

)
o)

(nj

muintain and update the registry at all times;

meet specified time-frames for submission of local cours or administrative erders 10 the
registry, as determined by the Secreiary?

recelve out-of-State orders o be registered for enforcement andior modification;

record the amount of support ordered and the record of payment for each cose that is
colliected and disbursed through the cerpral payment center;

conform to a standardized support abstract format, as determined by the Secretary, for
the extraction of case information 1o the National Registry and for matches againsi
other doata bases on ¢ regular basis:

program the starewide awtomated system 1o extract updates awtomaticodly of all- case

records included in the registry;

provide a central paint of uccess to the Federal nevw-hire reporting directory and other
Federal data bases, statewide data bases, and Interstate case acviviry;

routinely march against other Swate data bases to which the child support agency has
access; .

+ use g uniform HMentification number, preferably the Social Security Number, for all

individuals or cases a8 determined by the Secretary;

maintain procedures 1o ensure that new arrearages do not gocrae after the child for
wham support is ordersd is no longer eligible for support or the order becomes invalid
{e.g., iriggering notices to parents if order does nor termtinate by its own fermis gr by
operation of law); )

use technology and awromated procedures in operating the regisiry wherever feasible
and cost-¢ffective;

ensure that the interest or late payment fees charged con be automatically calculated,
ensure that the registry has aecess 16 vital siaristics or other information necessary (o
determine the new paicrniry performance measure. {If automated elsewhere, access 0
these other daia bases should be awomared as well); and

ensure that the system s capable of producing a payment history as determined by the
Secretary.
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Option for Integrated Siate Registry ’ ,

3 Starex may, & thelf oprion, maintain a unified, integrared registry by connecting local
registries through computer linkage, (Local registries must be able 10 be integrated ar a cost
which does not exceed the cost of & new single censral registry.} Under this option, however,
the State and Stare stoff must stifl perform all of the activities described herein for centrol
registries and must maintoin a State Central Payment Ceneer for coliection and dishursement

of payments.

Automated Mass Case Processing and Administrative Enforcerment Remedies

in most States, routine esforcement 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, inftiation of the routine action &t the local level, Such a
process by s nature is slow and cumbersome, causing many cases 10 simply negver recgive the
attention they deserve, A few Siates, such 38 Massachusens, are handling routine enforcement actions
by using mass case processing techniques and imposing administrative enforcement remedies through
centralized case handling, Computer systems routinely mmich child suppont files of delinguent
obligors against other data bases, such as wage reporting data and bank sccount data, and when a
match is found can take enforcement action automatically without human intervestion. The system
auzomtiwally notifies the obligors of the actions being taken apd offers an appeal process. The vast
majority of obligors do oot appeal, 0 the case proceeds routinely auci ihre suppont is obtained and sent
to the families due support.

The use of sech mass case processing technigues and administrative remedies has sigoificantly
resiuced the number of cases where the IV.D agency has to resort o -contempt or other judicial
measures. This also frees up staff 10 work paternity cases or other more labor intensive enforcement
measures. The proposal requires all States to develop the capacity o handle cases using mass case
processing and the administrative enforcement remedies. .

(1).  As a condition of Stare plan approval, the Stute must have sufficiens State staff, Siate authority
and awomated procedures to monitor cesexs and bmpose those enforcement measures that can
be handied on g masy or group basis using computer automation technology. "State stgff™ are
scaff that are employed by and dirvectly occountable 10 the State IV-Id agency (privaie
contraciors are. affowed).  (Where States have local stoff, this supplements, b does no
necessarily replace, local sigff. Therefore, local siaff are still provided where necessary.)

Specifically the State shall:

2) monitar oll cases within the registry on a regular basis, determining on at least @ monthly
basiy whesher the child support payment has been made,

-

{3} mmmam awtomarion capabiliy whereby a disruption in p@menrs mggm aktomaric
enforcement mechanisms;

4 administratively impoge the following enforcement measures withour need for a separute court
order:

%

122




Work anef Besqpersibiliny Act of 1984

{a} order wages to be withheld awtomarically for the purposes of satisfying child support
obligations, and direct wage withholding orders 1o employers iwzzeémzety rpon
rotification by the national directory of new hires;

& anack financial institution accounts {posi-judgment sefzures) without the need for
separate court grder for the attachment; (Siates can, af thelr option, freeze accounis
and if no challenge to the freere of funds is made, turn over the purt of the account
subject to the freeze up 10 the amount of the child support debt to the person or State
Seeking the execution);

(¢} intercept certain lump-sum mosies such as lonery winnings and sealements 10 be
surned aver 1o the Stote to satisly pending arrearages,

{dj atrach public and privote retirement funds in appropriate cases, as determined by the
- Secrerary; »

{e} attach unemployment compensaiion, workman's compensarion and other State benefits;
) increase pavments fo rover grrearages;

2] intercept State 1ax rﬁ;ﬁm&} amd

(R}  submit cases for Federal tax offset.

(5}  In ail cases, appropriate notice and due process as determined by the State must be followed
bur State tows and procedures must recognize that child suppore arrvears are currently treatvd
as judgments by operation of law and reducing amounts to money judgments is noi a
prereguisite (0 any enforcement.

Centralized Colisetion and Dishursement Through 4 State Central Payment Center

Under current law, payments of support by noncustodial parents or by employers on behalf of
noncustodial parents are made to 8 wide variety of different agencies, institutions and individuals, As
wage withholding becomes z requirement for 2 larger and Jarger segment of the noncustodial
population, the need for one, central location o coliect and disburse payments in a timely manner has

“grown. States vary regarding how the ¢hild support payments are routed. In some States, locally
distributed child support payments stay 8t the local Jevel, with the remainder going i the Suate for
distribution.  In other States, all the money IS transmitted to the Siate and is then distributed © either
the family or (o the goveramental entity receiving AFDC reimbursement, A few States are beginning
10 coliect and distribute ¢child support payments at the State level.

Collzstion and distribution practices vary in non-IV-D cases as well. Some States route the money
through Jocal clerks or courts. In other States the nondV-D ¢hild support payments flow entirely
outside of government, from the obligor or his or her employer directly io the custodial parent,

Under the proposal, payments made in all cases entered in the central regisiry are processed through a
Central Payment Center, run by the State governmant as part of the Central Registry or contracted fo
a private vendor, (Parents may opt out of payment through the State Central Payment Center under
certain conditions; see p. 29 for fusther detail) This eases the burden on employers by allowing
them 1o send withholdings to one location within the State instead of to several county clerks or
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agencies. In addition, distribution and disbursement is accomplished based on economies 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 10 credit their AFDC reimbursement accounts guickly and parenis who
opt for direct deposit could have their share of the support alinost immediately deposited,

(i Through a fully automared process, the Srare Central Payment Center must!

faj serve gs the Srare payment center for all employers remirting child suppors withheld
Jrom wages, and

(b} serve as the State payment center for all non-wage withholding payments through the
use of payment coupons or stubs or electronic means, unless the parties meet specified
opt-out requirements. States, at thelr vption, may allow cash paymenis ar local offices
or financiat institutions only if the payments are remitted to the Stare Central Payment
Cenier for payment processing by electronic funds transfer within 24 hours of receips,

2} in fulfilling these abligations, the State Cenral Payment Center must;

fa) aceepr all payments through ony meuns ¢f transfer determined acceptable by the State
including the use of credit card puyments end Elertronic Funds Transfer (EF7)
systems;

1

() generate bills which provide for accurate paymenst identification, such a3 return stubs
or coupons, for cases not covered under wage withholding,

{c) identify «li payments made 1w the Stare Centrol Paymemt Center and maorch the
payment 1 the correct child support case record;

@i disburse all collections in accordance with priprities as set forth under the proposal;

e} disburse the child suppert payments 10 the custedial parems through ¢ rronsmission
process acceprable 1o the Stare, including direct deposit if the custodial parent
requests; m

2, provide that each child support payment made by the noncustodial parent is processed
and sent to the custodial parent prompily of the Yime it is received (exceptions by
regulation for unidentified paymenis);

{2 maintain records of transactions and the swarus of &l accounts including arvears, and
monitor aff payments of suppori;

) develop ouromatic moniioring procedures for all cases where a disruption in payments
iriggers automaric enforcement mechanisms,

{i) accept and transmiy inzerstaie collections 1o other States using electronic funds transfer
{EFT) technology, and
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{3) In order 1o facilitate the guick processing and dishursement of payments to custodial parents,
Stares are encouraged 1o use Electronic Funds Transfer (EFT) systems wherever possible.

{4) States must also be able 1o provide paremts up-to-date inforrmation on current payment
records, arrearages, and general information on child support services available. Use of
automated Voice Response Unlts (VRU) to respond to cliens needs and questions, the use of
high-speed check-processing eguipment, the use of high-performance, fully-cutomated mail
and postal procedures and fully automased billing and siatement processing are encouraged;
the Federal Office of Child Support Enforcement (OCSE) will facilitate private businesses in
providing xuch technical assistence 1o the Stares.

(S} Swates may form regional cooperative agreements 10 provide the collection and dishursement
Sunction for two or more States through one “drop box” location with compuer linkage to the
individual Stare reglstries,

5} Srares must enact procedures providing that in child support cases, ¢ change in payee sy nol
require a count heering or order 10 ke ¢ffect and may be done administraiively, whk notice
10 both parties.

Eligibility for IV-D Enforcement Services

Under the existing system, child support services are provided antomatically to recipients of AFDC,
Medicaid and, in some cases, Foster Care Assistance. Other single parent families, however, must
seek services on their own by making a written application to the 1V-I) agency. Further, they must
pay an application fee unless the State glects 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 rowtine payment of child suppert is inescapable without placing the
burden on the custodial parent to take zction, all cases included in the central registey (that is, all
families with new and mudified orders for suppont, all families turrently receiving IV-I) services and
any cther family desiring inclusion In the registry} will receive child suppont enforcement services
am{;mazicaﬁyé without the nesd for spplication. However, in siwations where compliance with the
order is not an issue, parents can opt 10 be excluded from payment through the centrdl payment
center. This essentially carries forward the flexibility provided under existing immediste wage
withholding reqiirements. :

{1} All cases included In the Siate’s central registry shall receive ohild support services without
regard to whether the parent signs an application for services. Current ¢hild support cases
not covered through the IV-I} system at the time of enociment could olso request services
through the State child suppart agency.

2} Under no circumstances may a State deny any person access to State child support services

based solely on the person’s nonresidency in thar State or require the payment of any fees by
a parent for 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 individual
Sor application for IV-D child support services; no feex or costs may be imposed on any
custodial parens for any child support enforcement services, including coliections, provided by
the IV-D child suppors agency. (Non-cusrodial parents may be charged fees or CosIs except
where prohibited herein.)

Opportunity te Opi-Out

{4} Parews with child suppory orders included in the centrol registry can choose 10 optowt of
payment through the cemral paymens center if they are not otherwise subject to @ wage
withholding order (current provisions for exceptions 10 waege withkolding are preserved).

£5) FParents who opt-owd must file @ separare wrinten form with the agency signed by both parties,
indicvaring that both individucls agree with the arrangement.

(6) If the parents choose 1o opt-ous of wage withholding and payment through the central payment
center, the noncustodial parent fails to pay support, and the custodial paremt notifies the
agency for enforcement action, compliance will be monitored by the State thereqfier,

FEDERAL ROLE
National Clearinghouse INC)

The National Clearinghouse will consist of four components, three of which bave direct bearing on
improving child suppon 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 Clearinghouse shall operate under the dzmc’aau of the Secretary of
Heaith and Human Services.

Nafional Child Support Registry

The Family Support Act of 1988 mandated the implementation and cperation of a comprehensive,
' statewide, automated child support enforcement system in every State by October 1, 1995, Statewide
automation will help correct some of the deficiencies associated with organizational fragmentation as
well a5 ajleviate another problem - ineffective case management. For imersiate case pracessing, the
Child Support Enforcement Network (CSENet), currently being implementad, is designed to link
fogether statewide, automated systems for the purpose of exchanging interstate case data among
States. While all States will eventually be linked through CSENet, no national directory or registry of
&l child support cases currently exists, A national registry in combination with statewide automated
systemns has the potential to greatly Improve enforcement nationally, through improved locate 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 (o
maintain an up-to-date record of 4l child support cases and to maich these cases against other
databases Tor location ang enforcement purposes. The primary function of the Registry is to expedite
matches with other major databases.
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{1) The Federal govermment will establish a National Child Suppors Regisrry that mgintaing a
current record of all child support cases based on an extract of information from each State’s
Central Regisiry. The Nationui Registry will:

@) contain minimal information on every child sappar:r case from each State: the name
and Sevial Security Number of the noncasiodial paremt for putative father) and a’he
case identificarion number,

e} interface with State Central Registries for the awtomaric transmission of case updates;
{c) maich the dote against other Federal data bases:.

2} point alf moiches back 16 the relevans Staie in a timely manner; and

{e) Imterface and muatch with Nationa! Divectory of New Hires,

{2) The Secretary sholl determine the networking system, afier considering the feasibility and cost,
which may be any of the following:

fa) butlding upon the existing CSENet interstate network system;
b} replacing the existing CSENet;
i) integrating with the current S84 system; or

) integrating with the proposed Health Security Administration's network and dara base.

{3) An amouns equal to two (2) percent of the Federal share of child support vollections made on
behalf of AFDC families in the previous yeaz' shall be authorized in each fiscal year 1o fund
the Narional Clearinghouse.

National Directory of New Hires

A National Directory of New Hires, operated by the Federal government, will be created to maintain
an up-to-date daty base of all new employees for purposes of determining ¢hild support responsibility.
Information will come from transmission of the W4 form, which is already routinely completed or
tirough some other mechanism as the employer chooses.  Information from the data base will be
matched reguiarly against the National Registry to identify obligors for automatic income withholding
and the appropriate State will be notified of the mateh., This national directory will provide a
standardized process for all employers and interstate cases will be processed as quickly as intraState
cases. .

Currently, information sbout employees and their income is réported to Stte Employment Security
Agencies on u guarterly basis. This data is an excellent source of information for implementing wage
withholding a5 well as for locating the noncustadial parent to establish an order. A major Jrawback,
however, is that this dats is spproximately threes to six-months old before the child support agency
has access to it, A significant number of obligors delinguent in their child suppont change jobs
frequently or work inn seasonal or cyclical industries, Therefore, it s difficult o enforee ¢hild support
through wage withholding for these individuals. At feast ten States have passed legislation and
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implemented a process requiring employers to repost information on new employees soon alter hiring.
Several others have introduced legisiation 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 reported, and the frequency of reporting, etc.
Also, while improving intraState wage withholding, this approach does lirle 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 Seciety for Payroll Management, wre calling for a centralized,
standardized single reporting system for new hire reporting to minimize the burden on the employer
community. A National Directory of New Hires will significantly reduce the burden on employers,
especially multi-State employers, as well as increase the effectiveness for interstate wage withholding.

{i)

@)

{3

(4)

The Secretary of Health and Human Services shall operate ¢ new Natioral Directory of New
Hires which maintains a current data base of all new emplovees in the United States as they
are hired.

All employers are reqzémz‘ to report information besed on gvery new emplovee’s Wed form
{which iz already rowtinely completed} within 10 days of hire 10 the Notional Directory:

fa)

&}

employers may muil or fax g copy of the W4 or use a variety of other filing methods
te qeoeommupdate their needs and Hmitations, including the use of POS devices, touch
fone telephones, electronic transmissions vig personal computer, tape transfers, or
mainframe 0 mainframe transmissions; .

information submitted must include: the employee’s name, Social Security Number,
datz of binth, and the employer's identificarion number (EIN);

employers will foce fines or <ivil penaliles If they intenticnally fail to:  comply with the

" reporiing requirements; withhold child support as required; or disburse it to the payee of

record within five colendar days of the date of the payroll.

The Natienal Directory of New Hires shall:

fa)

maich the dara base against several national dara bases on @ periodic basis Including!

G} the Social Security Administration’s Employer Yerification System (EVS) 10
verify that the social security mumber given by the employee i correct and to
correct gny rransposiions; :

fiit | the Notonal Child Suppert Registry [motching to occur wr least every 48
hours); and

Gil} « the Federal Parent Locate Service {FPLS),
{all cases submitted 1o the Nationol Child Support Regisiry and other locare reguests

submitted by the States shall be periodicalfy cross-matched agoinst e Natdonul
Direciory of New Hires),
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) netify the Swate Registry of any new maiches within 48 hours including the individual's
place of employment 30 that States can initiate wage withholding for cases where
wages are not being withheld currently er take appropriate enforcement action; ¢.ud

fc) rerain data for o designated time period, to be determined by the Secretary,

(5} The State Employment Security Agencies (SESAs) shall submit extracts of their quarterly wage
reporting data to the Notional Directory of New Hires. The SESAs shall utilize a variety of
guromaied means o transmis the date electronically 1o the National Directory of New Hires.
The National Directory sholl wke approprinte measures 1o safeguard the privocy and
unauthorized disclosure of the wage reporting data submitied by SESAs.

(53 Stotes shall march the hits ogainst thelr cemrel registry records at least every 48 hours ond
rmust send norice o employers (f a withholding orderinotice is not iready in place} within 48
hours of receipt from the National Direciory of New Hires.

(7} A feasibility study shall be undentaken 1o determine If the New Hire Directory should
uftimorely be port of the Simplified Tax and Wage Reporting System, or the Social Security
Administrarion’s pr the Health Security Act-created date bases.

Expgnded FPLS

States currently operate State Parent Locator Services (SPLS) to locate noncustodial parents, their
income, assets and employers. The SPLS c¢onducts matches against other State databases and in some
instances has on-line access 10 other State databases. In 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 source used by the SPLS is the
Federal Parent Locator Service (FPLS). The FPLS is a ccmpmemed national location network
operated by OCSE which obtaing mfcnnanon from six Federal agencies and the State Employment
Security agencies {SESAs),

In order to improve efiorts 10 locate noncustodial parents, under the propesal, OCSE will significantly
expand the Federal Paremt Lotate Services and make improvements in parent locstor services offered
at the Federal and State levels. The FPLS shall operate under the Natioaal Clearinghouse,

{1} The OCSE shall expand the scope of State and Federal locate efforis by
{a} ollowing States (through access 10 the FPLY and the Natiorel Child Support Regisiry)
20 focaie persons who owe a chitd support obligadion, persons for whom an obligation
is being established, or persons who are owed child support obligations by accessing:
) the records of other Siate IV-D agencies and locate sources;

{1 Federal sources of locate information in the same fashion, and

fiit)  other appropriate data bases.
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@)

fc)

dj
{e}

Wodk ded Respeantiblity Act of 1986

requiring the child support agency 1o provide both ad-hoc and baich processing of
locate requests, with ad-hoc access resiricted to cases in which the informuation is
needed Immediately (such as with court appearances} and batch processing used 1o
troll data bases to locate persons or update information periodically;

Jor information retained in a State IV-D system, providing for a maximum 48 hours
turnaround from the time the request is received by the State to the time Informa-
ton/response is returned; for information not mainzained by the State IV-D sysiem, the
Systeny must generate @ request 1o other State locate dara bases within 24 howrs of
reveipt, and respond 1o the requesting State within 24 hours qfter receipt of thar
infarmation from the Stare locare sources;

broadening the definition of parent location to Include the parents” income ond assers;

developing with the States an awtomated interface between thelr Starewlde cutomated
child support enforcement Systems and the Child Suppors Enforcememt Nerwork
(CSENer), perminting locare and status requests from one Stune 10 ke integraved with
intraStare requests, therehy automatically accessing alf locate sources of duta
available 1o the State IV-D agency; and '

2} States shall have and use laws that require unions and their hiring hells 10 cooperate with Tv-
D agencies by providing information on the residential oddress, employer, employer's
address, wages, and medical insurance benefits of members;

(3} The Secretary shall awthorize:

)

b}

fc}

@ sudy to address the issue of whether access to the National Locate Registry should
be extended to noncustodial parents seeking the location of their children and whether,
if it were, custodial parents fearfid of domestic violence could be adequately protected
and shall make recommendations to Congress; and

& study to address the feasibility and cosis of conmmracting with the largest credit
reporting agencies 1o have an electronic data inmterchange with FPLY, accessible by
States, for credit informatrion usefid for the enforcement of orders, and if the Fair
Credit Reporting Act Is amended, for establishment and adjusment of orders.

demonstration granis 1o States 1o improve he interface with State dota buses that
show porenial as eutomated locate sources for child support enforcement,

Expuanded Role of Internnl Revenue Service

The Internal Revenue Service (JRS) 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 suppon
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 steengthening the IRS role in child
support enforcement in thres areas: enhancing data exchange; expanding the tax refund offset
program; and, improving the full collection process.
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Enhancing Data Exchange Between 1V-D Child Support and the IRS Duta

The Internal Revenue Code currently provides access to certain tax information used by <hild suppont
enforcemnent agencies, including 1099 data.  Access fo this information greatly enhances State
enforcement efforts and the wtility of the Jocate network. Under the propesal, the Secretary of the
Treasury will explore the feasibility of simplifying access 1o this IRS data,

{1)  The Secretary of the Treasury shall explore the feasibifity of and, as appropriate, instinue
procedures whereby States can more easily obtain access to IRS daia (including 1099 data), if
allowed by iaw, for the purposes of identifving obligors’ income and assets. Sgfeguards must
be in place to proiect the confidentiality of the information.

IRS Tax Refund Offset

Current statutory requirements for Federal tax refund interception set different criteria for AFDC and
non-AFDC cases. One especisily inequitable difference is that the tax refund offset is not available to
coliect past-due child support for non-AFDC children who have reached the age of majority, even if
the arrearage accrued during the c¢hild’s minority. The proposal will eliminate all disparities between
AFDC and roa-AFDC income tax refund offsets for child suppont collection purposes.

{1) The disporities berween AFDC and non-AFDC cases regording the availability of the Federal
income tax refund offser shall be eliminated, the arrearage regquirement shall be reduced 1o an
amount determined by the Secretary, and gffsers shail be provided regardless of the age of the
child for whom an offset Is sought.  Time-frames, notice and hearing reguirements 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 procsdures) is available t© States as an enforcement tool in collecting
delinquent child support payments, While use of the IRS full collection process could be an effective
enforcement remedy, especially in interstate cases, it is cuerently usix! only rarely, in part, because
the curremt process is cumbersome and prohibitively expensive from the States’ perspective, The IRS
and HHS have recently undertaken 2 study to explore how to improve the JRS full collection process
and 1o make recommendations regarding its expansion. As part of this study, 700 cases were gertified
10 IRS for collection in September, 1993. These cases are being closely monitored and the data
obtained wif! be used to make recommendations for improvement to the IRS Full Collection project,
including the establishment of a new fee siructure. The proposal will require the Secretary of
Treasury to improve the full coliection process by establishing 2 simplified and streamlined process,
inciuding the use of an automated coliection process for child supporn debts.

(1) To improve the IRS Full Collection process, the Secretary of the Treasury shall:
fa} simplify the IKS full collection process;

) establish procedures 1o ensure thor e process is expeditious ard implemenied
effectively;

131



Wawk and K geonsilisy A of gk

fc) explore the feasibilisy of the IR using its awromated 1ax collection wchniques in child
support Juli collection cases; and

{d) the IRS will not charge an exira submission fee if a State updates the arrears on an
open case.

INTERSTATE ENFORCEMENT

Currently, many child support efforts are hampered by States” inability to locate noncustodial parents
and secure orders of support across State lines. New provisions will be enacted to improve State
efforts tp work interstate child support cases and make intersiate procedures more uniform throughout
the country.

Under current law, most States handle thelr interstate cases through the use of versions of the
Uniform Reciprocal Enforcement of Suppont Act (URESA), promuigated in 1930 and changed in
1952, 1958 and 1968, Using URESA may result in the creation of several ¢hild support orders in
different States (or even counties within the same state) for different amounts, all of which are valid
and enforcesble. Intesstate income withholding, an administeative alternative to URESA, is not
widety used and limits the enforcement 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 controls the terms of the
order at any one time. UIFSA, enlike URESA, includes a comprehensive fong-arm jurisdiction
section to ensure that a5 many cases stay in one State as is possible. Direct withholding will allow 3
. State to use income withholding in interstate cases by serving the employer directly without having to
go through the second State’s IV-I agency. Additionally, States could guickly obtain wage
information from out-of-State employers. Interstate locate through the National Clearinghouse should
improve locate capability dramatically, by linking State agencies, Federal locate sources and the new
hire data base.

We will also ask Congress o express its sense that it is constitutional to use "child-state” jurisdiction,
which if upheld by the Supreme Court, will allow agencies to bring the ¢hild support case where the
child resides instead of where the noncustodial parent lives if he or she has no ties 1o the child’s state.
This extends long arm jurisdiction’s reach to all cases inwtead of just most cases. 1t would dso
eliminate arguments and cowrt procesdings regarding jurisdiction.

While all States have implemented immediate wage withholding programs for ¢hild support payment,
there are significant variancss in individual State laws, procedures and forms, Those differences are
significant enpugh 1o bog down the inferstate withholding system. Even within 3tates, forms and
procedures may vary, resulting in slow or inaccurate case processing. The proposal will require the
Secretary o promulgate regulations defining income and other terms so that income withhalding
terms, procedures and definitions are wniform.,  This will improve interstate wage withholdiag
effectiveness and fairness and facilitate a more employer-friendly withholding environment. The et
effect of UIFSA, direct and uniform withholding, national subpoenas, ioterstate Hen recognition,
interstate communication, and chitd-State jurisdiction is to almost eradicate any barriers that exist to
case processing simply because the parents do not reside in the same state,
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To focitizate intersiate enforcement efforts. each State must have and use laws, riles and provedures
that:

{1y provide jor long-arm jurisdicrion over a nenresident individual in a ohild support or parentage
tase under centain conditions;

(2} reguire Social Security Numbers of ol persons applying for a marriage license or divorce 1o
be listed on the supporting license or decree;,

{3} require Sociof Security Numbers of both parents to be listed on all child support erders and
birth certificates,

{4)  adopt verbutim the Uniform Reciprocal Enforcememt of Support Act (URESA) drafting
committee s final version of the Uniform InterSiate Family Support Act (UIFSA), to become
effective in alf States no later than Qctober 1, 1995 or within 12 months of passage, but in no
event later than January 1, 1995, '

3) give full faith and credit wo all terms of any child support order (whether for past-due,
currenily owed, or prospectively owed suppornt) issued &y a court or through an administrative
process which has jurisdiction under the terms of UIFSA;

%} provide thar oup-of-State service of process in parentage and child support actions must be
accepted in the same manner o3 are in-Stare service of process methods and proof of service
S0 if service of process is valid in either State it Is valid in the hearing State;

7} reguire the filing of the noncustodial parent’s and the custodial porent’s resldential gddress,
mailing address, home telephone number, driver’s license number, Social Security Number,
name of employer, oddress of place of employment and work welephone number with the
appropriate court or administrative agency on or before the date the final order is issued; in
addition:

fa} presurne for the purpuse of providing sufficient notice in any support related action,
other than the initial notice in an action to adjudicate parentage or establish or
modify a support order thar the last residemial address of the party given 10 the
appropriate epency or court Is the turrent address of the party, in the absence of the
obligor or obligee providing a new address;

{8} prohibit the refease of information concerning the whereabouts of o parent or child to
the pther parent if there is a court erder for the physical protection of one parens or
child entered against the osher parent;

{8} provide for intraState rransfers of cases 1o the ciry, counry, or district where the child resides
Jor purposes of enforcement and modification, without the need for refiling by the plaintiff or
re-zerving the defendant; require the State child suppart agency or State courts that heor child
support claims 1o exert statewide jurisdiction over the parties and allow the child suppor
orders and liens 1o have statewide gffect for enforcement purposes;

< make eor that visisorion denial is not ¢ defense o ohiid support enforcenent and that
nonsupport i not available ay a defense when visitation is at issue;
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require States to require employers, as a vondition of doing business in the State, o respond
to reguests by out-of-Srate IV-D agencies for individual income information pertaining w all
private, State and local government employees for purposes of esiablishing and coliecting
child support.

In gddition, ihe Federal government shall:

{l

2

£

make @ Congressional finding thar child-State jurlsdiction is consistere with the Due Process
clauses of the Fifth and Founcenth Amendments, Section 5, the Commerce (lause, the
Genergl Welfare Clause, and the Full Faith and Credit Clause of the United Stares
Constitution, so thar due process is satisfied when the State where a child is domiclled asserts
Jurisdiction over & nonresident party, provided thar party s the parent or presumed parent of
the ¢hild in a parentage or child support action:

{a} test the consthutionallty of this assertion of child-State furisdicrion by providing for an
expedited appeal 1o the U.S. Supreme Court directly from a Federal court;

provide that o Sware that has asserted jurizdiction properly refaing cominuing, exclusive
Jurisdiction over the parties as long as the child or either perty resides in that State or if all
the parities consent io the State retgining jurisdiciion;

fa} when ne Srare has cominuing exclusive furisdiction when gotions are pending in
different States, the last Siate where the child has resided for a consecusive six month
period. (the home Stare) can claim to be the State of continuing and exclusive
Juerisdiction, if the action in the home State was filed before the time expired in the
orher State for filing a responsive pleading and o responsive pleading contesting
Jurisdiction is filed in that other Siate;

provide thar a State loses its continuing, exclusive jurisdiction to modify Ity order regarding
child support if all the parties no longer reside in thar State or if all the parties consent 1o
another State asserving furisdiction,

{a) if a State loses lts comrimuing, exclusive jurisdicion to modify, that Stote retains
Jurisdicion 1o enforce the terms of its origingl onder and 16 enforce the new order
upon ‘request under the direcrion of the State that has subsequently acquired
continuing, exclusive jurisdiction;

) if & State no longer has continuing jurisdiction, then ahy other Stare that can clgin
Jurisdiction may assert i,

fc} when actions to modify are pending in differen: States, and the State that last had
continuing, exclusive jurisdiction mo longer has jurisdiction, the last Stare where the
child -has resided for a consecutive six month period (the home Stare) can claim ta be
the Siate of continuing, exclusive jurisdiciion, if:

i} a responsive pleading conresting jurisdicrional concrol is filed in a timely basis
in the son-home State, and

(i} an acrion in the kome State is filed before the time has expired in the non-
home State for filing a responzive pieading;
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f#)  provide that the law of the forum State applies in child support cases, unless the forwm Sute
must imerpret an order rendered in another State, so that the rendering Stare’s law governs
interpretation of the-order; in cases in which a statute of limitations may preclude collecrion
of any owstanding child suppors arrearages, the longer of the forwn or rendering Siase's
statute of limitarions shall apply; and

{5} provide that all employers can be served directly with a withholding order by any State,
regardless of the State issuing the order; The Secrerary sholl develop a universal withholding

Jorm thar must be used by olf States.
In addition:

fi} Section 466 of the Social Security At will be amended 1o require regulations so that income
withholding terms, procedures, forms and definitions of Income Jor withholding purposes are
uniform 10 enswe interstate withholding efficiency and fairness, bosed on regulations
promuigaied by the Secretary;

OTHER ENFORCEMENT MEASURES

Currently, State and Federal enforcement efforts are often hampsred by cumbersome enforcement
procedures that make even routine enforcement adtions difficult and time consuming. In order to
gnable States fo take more efficient and effective action when child suppont is nat paid, the proposal
requires States to adopt several additional proven enforcement tools and streamiine enforcememt
procedures.

Liens have two faces. They are either passive encumbrances on property that entitle the lenholder to
~ money when the property changes owners, or they are prosctive gollection tools that force the obligor
~ to relinquish the property fo satisfy the child support debt.  Under current law, States must have and
use procedures to impose liens on personal and real property. However, the tlime consuming and
cumbersome nature associated with the case-by-case judicial activity now reguired 10 mpose Hens s 3
major reason for their limited use in practice. Under the proposal, the process by which liens on
motor vehicles are imposed will be made more routinized and efficient, resulting in an increase in
child support collected. States will be rcquired to set up & routine lien-placing process on motor
vehicle titles, without the necessity of first acquiring writs from courts, on son-custedial p&rzzzis who
are delinquent in paying child support.

jv Wage Withholdi "

Withholding child support directly from wages has proven to be one of the most effective means of
ensuring that child support payments are made. Currently, all IV-D orders should generally be in
withhoiding status if the parties bave not opted out or a decision maker bhas pot found good cause.
IV-D orders entered prior to 1991 in which no one has requested withholding or the obligor has not
fallen behind by one month’s worth of support are the only orders that do not have to be in
withholding status. Arrearageriggered [V.D withholding requires prior notice in &l but a:handful of
States. Non-I¥-D orders entered afier January 1, 1994 are subject to immediste withholding if the
two opt-outs are not invoked. Other non-IV-D 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 astomaticslly in pon-IV-D cases,

While the patchwork of orders subject to withholding is gradually being filled in, one way 1o speed up
the universality of withholding is to require withholding in all cases unless the parties opt out or a
court finds good cause. As under current law, i an arrearage of one month of support accrues
whether ot 5ot there is an opt out, withholding must be implemented; however, it should be
implemented zutomatically 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 inunediate 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 Tor resolution, In the very few cases in which withholding might be incorrectly imposed, a
hearing 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 guickly resolve the dispute}.

Access 1o Records

Access to current income and asset information is critical 1 tracking down delinguent noncustodial
parents who are trying to escape their responsibilities, The need to petition the counts for information
on the ddress, employer, and income of parents on a case-by-tase basis impiales the ability of States
to effectively carry out ¢hild support enforcement actions. Regognizing the value of timely and
systematic sccess 1o information, the proposal will require Suates to take the records of various
agencies available to the child support agency on a rowtine basis, through zutomated and
nonautomated means, In addition, the propesal will require that child support agencies be granted
access o specific case-relnted financial instinstion records for location or enforcement action.

A major problem In some child support cases occurs when an obligor transfers his or her assets 10
someone else 10 avoid paying support, To protect the rights of creditors, States have enacted laws
under the Uniform Fraudulent Conveyance Act and the Uniform Fraudulent Transfer Act to allow
creditars to undo fraudulent transfers. Applying such laws w0 child support will provide equal
protection to the suppord rights of custodial parents as applied 10 any other creditor and may deter
obligors who are considering frauvdulent transfer. The proposal will make it eagier to take legal sieps
against parents who intentionally wansfer property o avoid child support payment.

icense Rev

An efiective enforcement tool recently implemented by 2 number of States i withholding or
suspending professional/occupational Hcenses and, in some states, also standard driver’s licenses of
noncustodial parents owing past-due ¢bild suppert.  States that have added this procedure two their
arsenal of enforcement remedies have favorable perceptions about its effectiveness, noting that it hag
both increased the amount of arrearages collected and served as an incentive for noncustodial fathers
to keep current in their monthly child support obligation. Often the mere threat of suspending a
license is enough 1o get many recalciirant obligors to pay.  The proposal requires all States to adopt
such laws while allowing State flexibibity t0 tailor due process protections,
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Under current law, each Swe may degide when it no losger has the power to ¢ollect old debts,
Usually invoking a State statute of limitations is done by the debtor, and is not automatic. Some State
statute of Himiations for child suppont debts are as short as seven years. Under the proposal, 2
uniform and extended statute of limitations for collecting child support debts of 30 years after the
child’s birth will b required. This ensures that 2 non-payor is less likely to forever escape payment
simply because they have avoided payment i the short-term.

Interest on Arvearages

Child support debts are currently st & competitive disadvantage compared to commercial debts, While
many States have the suthority to apply interest to delinguent support, few routinely do so and thus
there i3 no financial incentive for a poncustodial parent to pay support before paying an interest
aceruing debt. To raise the priority of child support debts to at east that afforded 1o other creditors,
the proposal will require States to calculate and collett interest or iate penalties on arrearages.

Credit Bureaus can be an effective mechanism for collecting information needed to locate parents and
estzblish awards at the appropriste level and for ensuring that child support payments are kept
current, Under current Jaw, ¢redit 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 credit bureay unless the
arrearages are in excess of $1000. (States may report, at State option, when a lesser amount is owed.)
This proposal will give IV.-D agencizs access to all credit bureaw informuamion for consideration in
establishing, modifying, and enforcing child support orders.  Since credit reports are likely 10 fully
disclose income generating activities, such reports can be extremely important in ientifying assets
and income needed to establish awards. Additionally, requirements for States to report child support
arrears of more than one month would encourage non-custodial parents (o stay current in their
payment of support, because non-payment ¢ould jeopardize their credit rating, Many States have
improved their credit reporting activities regarding child support arrearages. This peoposal will
ensure uniformity among the States and prevent any one State from becoming a safe-haven for non-
paying parents,

i

Bankruptey

Although 2 noncustodial paremt obligated to pay support may not escape the obligation by filing
bankruptey, the ability w collect amounts due is hampered by current bankruptey practices, One of
the difficulties faced is that the filing of a bankruptey action automaticslly “stays™ or forbids various
actions w collect past-dug support. In order to continue ¢bild svpport collections, permission from
the' Bankruptey Court must be granted to lift the automatic stay.  Another obstacte is a requirement
that the antorney handing the child support creditor’s claim must gither be a member of the Federal
bar in the jurisdiction where the bankruptey action is filed, appear by permission, of find alternative
representation.  In addition, ¢hild support obligations are often treated less favorably than other
financial obligations such as consumer debis and, under a Chapter 13 bankruptcy procesding, an
intividual debtor is allowed o pay off debts over an extended period of time—usually three 1o five
years, Even though the current child support continues and arrearages cannot be forgiven through
baskruptey, the abifity to collect these arrearages quickly can be thwarted when, as under current
peactice, 2 bankruptcy payment plan could require a different payment arcangement on suppont
arrearages than that imposed by a court or administrative support process,
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‘The proposal will eliminate these types of bankruptey refated obstacles 1o caliecting child support.
wilt remove the effects of an sutomatic stay with respect 10 child suppont establishment, modification,
and enforcement proceedings, require the establishment of a simple procedure under which a suppert
creditor can file their ¢laim with the bankruptcy court, treat unsecured support obligations as 3 second
priority cfaim staws, and require that the bankyupicy trusieg¢ recognize and honor an arvearage
payment schedule established by 2 court or administrative decision maker, These changes will
facilitate the uninterrupted flow of support 1o children in the event the obligor files for or enters into

bankruptey.
Federal Garnishmern

QGarmishment of Federal employees salaries and wages for child support was authorized prior to the
regquirement that all States have and use wage withholding procedures which do not require specific
court or administrative authorization. The Federal parnishment statute was not changed 1o make its
procedures consistent with the reguirements for all other child support wage withholding. The
proposal will simplify the implementation of c¢hild support wage withholding by requiriag that the
same procedures be used for Federal and non-Federal employees. “The proposal also allows
garnishment of mitiiary pay more consistent with other types of garnishable money.

Pagsports

Collecting <hild support from persons who have left the country is extremely difficult, even if the
United States has a reciprocal agreement with the country in which the nongustodial parent currently
resides.  If thers 8 no reciprocal agreement with thal country, it is often virtually impossible 1o
collect child support from the noncustodial parent.  Under the proposal, passports and visas will not

be issued for foreign travel for the most egregious cases in which suppont is owedw-those owing over
$5,000 in past due support.

In arder 10 enforce orders of support more effectively, Staies must have and use laws thai:

{1 systemotically impaose liens on vehicle titles for child support arrearages using a method for
updating the value of the lien on a regular basis or allowing for an expedited inquiry 1 and
response for proof of the amount of arreors; provide an expedited method for the tizleholder or
the individual pwing the arrearage to contest the arrearage or reguest a retease wpon fulfilling
the suppors obligation; the liens shall cover all current and future support arrearages and
shall have priority aver all gther creditors’ lens imposed on @ vehicle tile other than a
purchase money Security tmerest; in appropriate cases the agency shall have the power 10
execute on, seize, xell and distribute encumbered or antached property in gccordance with
Srate law;

2} require the State agency 1o initiate immediate wage withholding action for all cases for which
a noncustodial parens has been locared and wage withholding is not currently in effect,
without the need for sdvance notice to the obligor prier 10 the implememation of the
withholding erder;

{3) empower child support agencies to Issue adminisirative subpoenas requiring defendants in
paternity and child support actions to produce and deliver documents 10 or 10 appegr at a
courr gr administraiive agency on @ certain dote, sanction individuals who fad to obey a
subpoena’s command:
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provide, ot @ minimum, thot the following records are evaileble io the State child support
agency through eutomaied or nonagomated means:

{a) recreational licenses of residents, or of nonresidents who apply for such licenses, if
the Siate maintains records in @ readily accessible form;

®) real and personal property including rransfers of property;

fc)  State and local tox deporsments including information on the residence address,
employer, income and assess of residents;

(@) publicly regulated wility companies and cable television operators; and
{e} marriages, births, and divorces of residents;

provide, ar @ minimum, the folfowing records of State agencies are available to the State child
support agency: the tax/revenue department, motor vehicle departmene, employment security
department, bureau of corrections, occupational/praofessional licensing department, secretary
of swate’s office. bureau of vital statistics, and agencies administering public assistance. If
any of these State data bases are awomuated, the child support agency must be gmmd either
on-line or baich acvess 1w the data. )

provide for access to financial institwtion records based onm g specific case’s location or
enforcement need through tape morch or other awomaied or nonawiomuted means, with
appraopriate safeguards 1w ensure thar the informarion Is used for ity imended purpose only
and is kepr confidenticl; a bank or omher financial institution will not be Hable Jor any
consequences arising from providing the access, unless the horm arising from institution’s
conduct was infentionol,;

provide indicia or badges of froud that creale a prima facie case that an obligor wansferred
income ar property to avoid a child support creditor; once a prima facie case is made, the
State must toke steps 1o avold the fraudulent transfer unless senlement Is reached;

require the withholding or suspension of prafessional or occupational leenses from
roncustodiol parents who owe past-due child support or are the subject of oursianding fallure
1 appear warrants, capleses, and bench warrants related to a parentage or child support
proceediag:

@} the Stare shall derermine the procedures 10 be used in a particular State and determine
’ the due provess rights to be acmrded i obligors.

b} the State shall determine the threshold amourt of a‘z:fd support due before wfrizha!dmg
or suspension mrocedures are initiared.

suspend the driver's Hoenses, including any commercial Hecenses, of noncustodicl parents who
owe past-due child support: ,
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faj the suspension shall be determined by the IV-D agency, which shall administratively
suspend licenses. The State shall determine the due process rights 1o be accorded the
sbligor, including, bur not limited ro, the right to a hearing, stay of the order under
oppropriate circumstances, and the circumstances wnder which the suspension may be
fifted; '

(73] the State shall determine the threshold amourg of child support due before withholding
or suspension procedures are initiated,

extend the stanute of Hmirations for collection of child support arrearages untit the child for
whom the support is ordered is ot least 30 years of ege.

cafculate and collect interest or late penclies on qrrearages (accrued gfier she date of
enactment) for non-payment. {Lote penalties may be imposed on a monihly, guarterly, or
annuat basis.) All such charges must be distributed to the benefit of the child (unless child
suppart righs have been assigned to the Siate). The Secretary shall extablish by regulation a
rule to resoive thoice of law conflices.

In addition, Congress shail:

(12)

{13}

{74}

aemend the Fair Credit Reporting Act 10 aliow Siate agency access 1o and use of credit reports
Jor the location of noncwstodial parents and their assers and for establishing and modifying
orders ro the same extent that the State agency may currently use credit reports for enforcing

orders;

reguire reports o crediv bureaus of all child support obligarions when the arrearages reach
arn amount equal 1o one month’s payment of child suppors; *

* amend the Bankruptey Code to;

@) allow porenrage and child support establishment, modificarion and  enforcement
proceedings to continue without interruption after the filing of a bankrupicy petition;
preclude . the bonkruptcy stay from barring or gffeciing any port of any oction
pertaining 1o support as.define