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RECORD remain open today until 2 p.m.
for the purpose of introducing bills and
statements.

The PRESIDING OFFICER. Without
objection, it is so ordered.

HUMAN SERVICES
REAUTHORIZATION ACT OF 1998

Mr. SESSIONS. Mr. President, | ask
the Chair lay before the Senate a mes-
sage from the House of Representatives
on the bill (S. 2206) to amend the Head
Start Act, the Low-Income Home En-
ergy Assistance Act of 1981, and the
Community Services Block Grant Act
to reauthorze and make improvements
to those Acts, to establish demonstra-
tion projects that provide an oppor-
tunity for persons with limited means
to accumulate assets, and for other
purposes.

The PRESIDING OFFICER laid be-
fore the Senate the following message
from the House of Representatives:

Resolved, That the bill from the Senate (S.
2206) entitled “An Act to amend the Head
Start Act, the Low-Income Home Energy As-
sistance Act of 1981, and the Community
Services Block Grant Act to reauthorize and
make improvements to those Acts, to estab-
lish demonstration projects that provide an
opportunity for persons with limited means
to accumulate assets, and for other pur-
poses’, do pass with the following amend-
ment:

Strike out all after the enacting clause and
insert:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(@) SHORT TITLE.—This Act may be cited as
the ‘““Human Services Reauthorization Act of
1998”".

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title; table of contents.
TITLE I—AMENDMENTS TO THE HEAD

START ACT

Sec. 101. Short title.

Sec. 102. Statement of purpose.

Sec. 103. Definitions.

Sec. 104. Financial assistance for Head Start
programs.

Sec. 105. Authorization of appropriations.

Sec. 106. Allotment of funds.

Sec. 107. Designation of Head Start agencies.

Sec. 108. Quality standards.

Sec. 109. Powers and functions of Head Start
agencies.

Sec. 110. Head Start transition.

Sec. 111. Submission of plans to governors.

Sec. 112. Participation in Head Start programs.

Sec. 113. Early Head Start programs for families
with infants and toddlers.

Sec. 114. Technical assistance and training.

Sec. 115. Professional requirements.

Sec. 116. Family literacy services.

Sec. 117. Research and evaluation.

Sec. 118. Reports.

Sec. 119. Repeal of consultation requirement.

Sec. 120. Repeal of Head Start Transition
Project Act.

Sec. 121. Effective date; application of amend-

ments.
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COMMUNITY SERVICES BLOCK GRANT ACT
Sec. 201. Short title.

Sec. 202. Reauthorization.

Sec. 203. Related amendments.

Sec. 204. Assets for independence.

Sec. 205. Effective date; application of amend-

ments.

TITLE III—AMENDMENTS TO THE LOW-IN-
COME HOME ENERGY ASSISTANCE ACT
OF 1981
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Natural disasters and other emer-
gencies.

State allotments.

Administration.

Payments to States.

Residential energy assistance chal-
lenge option.

TITLE I—AMENDMENTS TO THE HEAD

START ACT
SEC. 101. SHORT TITLE.

This title may be cited as the ‘‘Head Start
Amendments Act of 1998,

SEC. 102. STATEMENT OF PURPOSE.

Section 636 of the Head Start Act (42 U.S.C.
9831) is amended to read as follows:

“SEC. 636. STATEMENT OF PURPOSE.

“It is the purpose of this subchapter to pro-
mote school readiness by enhancing the social
and cognitive development of low-income chil-
dren through the provision, to low-income chil-
dren and their families, of health, educational,
nutritional, social, and other services that are
determined, based on family needs assessments,
to be necessary.”.

SEC. 103. DEFINITIONS.

Section 637 of the Head Start Act (42 U.S.C.
9832) is amended—

(1) by redesignating paragraphs (3) through
(14) as paragraphs (4) through (15), respectively;

(2) in paragraph (2)—

(i) by striking ““, and the Commonwealth of
the Northern Mariana Islands’’;

(ii) by inserting ‘‘of the United States, and the
Commonwealth of the Northern Mariana Is-
lands, but for fiscal years ending before October
1, 2001, also means’ after ‘*Virgin Islands’’; and

(iii) by inserting ““‘and’ after ‘“Marshall Is-
lands’’;

(3) by inserting after paragraph (2) the follow-
ing:
““(3) The term ‘child with a disability’ means—

““(A) a child with a disability, as defined in
section 602(3) of the Individuals with Disabil-
ities Education Act; and

““(B) an infant or toddler with a disability, as
defined in section 632(5) of such Act.”’;

(4) by striking paragraph (5) (as redesignated
in paragraph (1)) and inserting the following:

““(5) The term ‘family literacy services’ means
services that—

““(A) are provided to participants who receive
the services on a voluntary basis;

““(B) are of sufficient intensity, and of suffi-
cient duration, to make sustainable changes in
a family (such as eliminating or reducing de-
pendence on income-based public assistance);
and

““(C) integrate each of—

(i) interactive literacy activities between par-
ents and their children;

““(ii) training for parents on being partners
with their children in learning;

““(iii) parent literacy training, including train-
ing that contributes to economic self-sufficiency;
and

““(iv) appropriate instruction for children of
parents receiving the parent literacy training.’’;

(5) in paragraph (7) (as redesignated in para-
graph (1)), by adding at the end the following:
“Nothing in this paragraph shall be construed
to require an agency to provide services to a
child who has not reached the age of compul-
sory school attendance for more than the num-
ber of hours per day permitted by State law for
the provision of services to such a child.””;

(6) by striking paragraph (13) (as redesignated
in paragraph (1)) and inserting the following:

‘“(13) The term ‘migrant or seasonal Head
Start program’ means—

““(A) with respect to services for migrant farm-
workers, a Head Start program that serves fami-
lies who are engaged in agricultural labor and
who have changed their residence from 1 geo-
graphic location to another in the preceding 2-
year period; and
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“(B) with respect to services for seasonal
farmworkers, a Head Start program that serves
families who are engaged primarily in seasonal
agricultural labor and who have not changed
their residence to another geographic location in
the preceding 2-year period.”’; and

(7) by adding at the end the following:

‘“(16) The term ‘reliable and replicable’, used
with respect to research, means an objective,
valid, scientific study that—

“(A) includes a rigorously defined sample of
subjects, that is sufficiently large and represent-
ative to support the general conclusions of the
study;

““(B) relies on measurements that meet estab-
lished standards of reliability and validity;

““(C) is subjected to peer review before the re-
sults of the study are published; and

““(D) discovers effective strategies for enhanc-
ing the development and skills of children.””.
SEC. 104. FINANCIAL ASSISTANCE FOR HEAD

START PROGRAMS.

Section 638(1) of the Head Start Act (42 U.S.C.
9833(1)) is amended—

(1) by striking “‘aid the’” and inserting ‘‘en-
able the’’; and

(2) by striking the semicolon and inserting
“‘and attain school readiness;”’.

SEC. 105. AUTHORIZATION OF APPROPRIATIONS.

Section 639 of the Head Start Act (42 U.S.C.
9834) is amended—

(1) in subsection (a)—

(A) by inserting ‘“$4,660,000,000 for fiscal year
1999 and’’ after ‘‘subchapter’’; and

(B) by striking ‘1995 through 1998’ and in-
serting ‘2000 through 2003’’; and

(2) in subsection (b), by striking paragraphs
(1) and (2) and inserting the following:

‘(1) for each of the fiscal years 1999 through
2003, not more than $35,000,000 and not less
than the aggregate amount made available to
carry out section 642(d) of this Act and the
Head Start Transition Project Act (42 U.S.C.
9855-9855¢) for fiscal year 1998, to carry out ac-
tivities authorized under section 642A;

““(2) not more than $5,000,000 for each of the
fiscal years 1999 through 2003 to carry out im-
pact studies under section 649(g);

““(8) not more than $12,000,000 for fiscal year
1999, and such sums as may be necessary for
each of the fiscal years 2000 through 2003, to
carry out other research, demonstration, and
evaluation activities, including longitudinal
studies, under section 649; and

““(4) not less than $5,000,000 for each of the
fiscal years 1999 through 2003, to carry out ac-
tivities authorized under section 648B."".

SEC. 106. ALLOTMENT OF FUNDS.

(a) ALLOTMENTS.—Section 640(a) of the Head
Start Act (42 U.S.C. 9835(a)) is amended—

(1) in paragraph (2)—

(A) in subparagraph (A)—

(i) by striking ‘‘and migrant’” the 1st place it
appears and all that follows through ‘“‘handi-
capped children”’, and inserting ‘‘Head Start
programs and services for children with disabil-
ities and migrant or seasonal Head Start pro-
grams’’; and

(ii) by striking ‘‘and migrant” each other
place it appears and inserting ‘‘Head Start pro-
grams and by migrant or seasonal’’; and

(iii) by striking ‘1994’ and inserting ‘“1998;

(B) in subparagraph (B) by striking ‘‘(B) pay-
ments’’ and all that follows through ““Virgin Is-
lands’ and inserting the following:

““(B) payments, subject to paragraph (7)—

‘(i) to Guam, American Samoa, the Common-
wealth of the Northern Mariana Islands, and
the Virgin Islands of the United States; and

‘(i) for fiscal years ending before October 1,
2001, to the Federated States of Micronesia, the
Republic of the Marshall Islands, and Palau;’’;

(C) in subparagraph (C), by striking “‘and’’ at
the end;

(D) in subparagraph (D), by striking “‘related
to the development and implementation of qual-
ity improvement plans under  section



S10618

641A(d)(2)).” and inserting ‘“‘carried out under
paragraph (1), (2), or (3) of section 641A(d) re-
lating to correcting deficiencies and conducting
proceedings to terminate the designation of
Head Start agencies); and’’;

(E) by inserting after subparagraph (D) the
following:

“(E) payments for research and evaluation
activities under section 649.””; and

(F) by adding at the end the following: “‘In
carrying out this subchapter, the Secretary shall
continue the administrative arrangement re-
sponsible for meeting the needs of children of
migrant and seasonal farmworkers and Indian
children, and shall ensure that appropriate
funding is provided to meet such needs.”’;

(2) in paragraph (3)—

(A) in subparagraph (A)(i) by striking
“equal”’ and all that follows through ‘‘activi-
ties”” and inserting ‘“‘subject to subsection (m)’’;

(B) in subparagraph (B)—

(i) in clause (ii)—

(1) by striking ‘‘adequate qualified staff’” and
inserting ‘‘adequate numbers of qualified staff’’;
and

(1) by inserting “‘and children with disabil-
ities’” before **, when”’;

(ii) in clause (iv) by inserting ‘“and to encour-
age the staff to continually improve their skills
and expertise by informing staff of the availabil-
ity of State and Federal loan forgiveness pro-
grams for professional development’” before the
period at the end;

(iii) in clause (v) by inserting “‘and collabora-
tion efforts for such programs’’ before the period
at the end; and

(iv) by amending clause (vi) to read as fol-
lows:

““(vi) Ensuring that such programs have ade-
quate numbers of qualified staff that can pro-
mote language skills and literacy growth of chil-
dren and that provide children with a variety of
skills that have been identified, through re-
search that is reliable and replicable, as pre-
dictive of later reading achievement.”’; and

(C) in subparagraph (C)—

(i) in clause (i)(I)—

(1) by striking ‘‘of staff”” and inserting ‘‘of
classroom teachers and other staff’’; and

(I1) by striking “‘such staff”’ and inserting
“‘qualified staff, including recruitment and re-
tention pursuant to achieving the requirements
set forth in section 648A(a)”’;

(ii) by redesignating subclause (Il) as sub-

clause (111);
(iii) by inserting after subclause (1) the follow-
ing:

“(I1) Preferences in awarding salary in-
creases, in excess of cost of living allowances,
shall be granted to classroom teachers and staff
who obtain additional training or education re-
lated to their responsibilities as employees of a
Head Start program.”’;

(iv) by amending clause (ii) to read as follows:

“(ii) Of the amount remaining after carrying
out clause (i), the highest priority shall be
placed on training classroom teachers and other
staff to meet the education performance stand-
ards described in section 641A(a)(1)(B), through
activities—

“(1) to promote children’s language and lit-
eracy growth, through techniques identified
through reliable, replicable research;

“(11) to promote the acquisition of the English
language for non-English background children
and families;

“(11) to foster children’s school
skills through activities described
648A(a)(1); and

“(1V) to provide training necessary to improve
the qualifications of the staff of the Head Start
agencies and to support staff training, child
counseling, and other services necessary to ad-
dress the problems of children participating in
Head Start programs, including children from
dysfunctional families, children who experience
chronic violence in their communities, and chil-
dren who experience substance abuse in their
families.””;
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(v) by striking clause (v);

(vi) by redesignating clause (vi) as clause (v);
and

(vii) by inserting after clause (v), as so redes-
ignated, the following:

““(vi) To carry out any or all of such activi-
ties, but none of such funds may be used for
construction or renovation (including non-
structural or minor structural changes).”’;

(D) in subparagraph (D)(i)(Il1) by striking
““and migrant” and inserting ‘“Head Start pro-
grams and by migrant or seasonal’’;

(3) in paragraph (4)—

(A) in subparagraph (A), by striking ‘1981
and inserting ‘“1998"’;

(B) by amending subparagraph (B) to read as
follows:

‘“(B) any amount available after all allot-
ments are made under subparagraph (A) for
such fiscal year shall be distributed proportion-
ately on the basis of the number of children less
than 5 years of age who live with families whose
income is below the poverty line.”’; and

(C) by adding at the end the following:

“For each fiscal year the Secretary shall use the
most recent data available on the number of
children under the age of 5, from families below
the poverty level that is consistent with that
published for counties, by the Department of
Commerce, unless the Secretary and the Sec-
retary of Commerce determine that use of the
updated poverty data would be inappropriate or
unreliable. If the Secretary and the Secretary of
Commerce determine that some or all of the data
referred to in this paragraph are inappropriate
or unreliable, they shall issue a report setting
forth their reasons in detail.”’;

(4) in paragraph (5)—

(A) in subparagraph (B), by inserting before
the period the following “‘and encourage Head
Start agencies to actively collaborate with enti-
ties involved in State and local planning proc-
esses in order to better meet the needs of low-in-
come children and families’’;

(B) in subparagraph (C)—

(i) in clause (i)(1), by inserting ‘‘the appro-
priate regional office of the Administration for
Children and Families and’” before ‘‘agencies’;

(ii) in clause (iii), by striking “and” at the
end;

(iii) in clause (iv)—

(1) by striking ‘“‘education, and national serv-
ice activities,” and inserting ‘“‘and education
and community service activities,”’;

(I1) by striking ““and activities’” and inserting
“‘activities’’; and

(111) by striking the period and inserting ““(in-
cluding coordination with those State officials
who are responsible for administering part C
and section 619 of the Individuals with Disabil-
ities Education Act (20 U.S.C. 1431-1445, 1419)),
and services for homeless children;’’; and

(iv) by adding at the end the following:

““(v) include representatives of the State Head
Start Association and local Head Start agencies
in unified planning regarding early care and
education services at both the State and local
levels, including collaborative efforts to plan for
the provision of full-working-day, full-calendar-
year early care and education services for chil-
dren;

““(vi) encourage local Head Start agencies to
appoint a State level representative to speak on
behalf of Head Start agencies within the State
on collaborative efforts described in subpara-
graphs (B) and (D), and in clause (v); and

‘““(vii) encourage Head Start agencies to col-
laborate with entities involved in State and
local planning processes (including the State
lead agency administering the financial assist-
ance received under the Child Care and Devel-
opment Block Grant Act of 1990 (42 U.S.C. 9858
et seq.) and the entities providing resource and
referral services in the State) in order to better
meet the needs of low-income children and fami-
lies.””;

(C) by redesignating subparagraph (D) as sub-
paragraph (F); and
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(D) by inserting after subparagraph (C) the
following:

‘(D) Following the award of collaboration
grants described in subparagraph (B), the Sec-
retary shall provide, from the reserved sums,
supplemental funding for collaboration grants—

““(i) to States that develop statewide, regional,
or local unified plans for early childhood edu-
cation and child care that include the participa-
tion of Head Start agencies; and

“‘(ii) to States that engage in other innovative
collaborative initiatives, including plans for col-
laborative training and professional develop-
ment initiatives for child care, early childhood
education and Head Start service managers,
providers, and staff.

“(E)(i) The Secretary shall—

“(1) review on an ongoing basis evidence of
barriers to effective collaboration between Head
Start programs and other Federal child care and
early childhood education programs and re-
sources;

“(I1) develop initiatives, including providing
additional training and technical assistance
and making regulatory changes, in necessary
cases, to eliminate barriers to the collaboration;
and

“(111) develop a mechanism to resolve admin-
istrative and programmatic conflicts between
such programs that would be a barrier to service
providers, parents, or children, related to the
provision of unified services in the consolidation
of funding for child care services.

“(ii) In the case of a collaborative activity
funded under this subchapter and another pro-
vision of law providing for Federal child care or
early childhood education, the use of equipment
and nonconsumable supplies purchased with
funds made available under this subchapter or
such provision shall not be restricted to children
enrolled or otherwise participating in the pro-
gram carried out under that subchapter or pro-
vision, during a period in which the activity is
predominantly funded under this subchapter or
such provision.”’;

(5) by amending paragraph (6) to read as fol-
lows:

““(6)(A) From the amounts reserved and allot-
ted pursuant to paragraphs (2) and (4), and ex-
cept as provided in subparagraph (C)(i), the
Secretary shall use for grants for programs de-
scribed in section 645A(a) a portion of the com-
bined total of such amount equal to—

““(i) 7.5 percent for fiscal year 1999;

““(ii) 8 percent for fiscal year 2000;

““(iii) 8.5 percent for fiscal year 2001;

“(iv) not less than 8.5 and not more than 10
percent for fiscal year 2002; and

““(v) not less than 8.5 and not more than 10
percent for fiscal year 2003;
of the amount appropriated pursuant to section
639(a) for the respective fiscal year.

““(B) If the Secretary does not submit to—

“(i) the Committee on Education and the
Workforce and the Committee on Appropriations
of the House of Representatives; and

““(ii) to the Committee on Labor and Human
Resources and the Committee on Appropriations
of the Senate;

by January 1, 2001, a report on the results of the
Early Head Start impact study currently being
conducted by the Secretary, then the amount re-
quired to be used in accordance with subpara-
graph (A) for fiscal years 2002 and 2003 shall be
8.5 percent of the amount appropriated pursu-
ant to section 639(a) for the respective fiscal
year.

“(C)(i) For any fiscal year for which the Sec-
retary determines that the amount appropriated
under section 639(a) is not sufficient to permit
the Secretary to use the portion described in
subparagraph (A) without reducing the number
of children served by Head Start programs or
negatively impacting the quality of Head Start
services, relative to the number of children
served and the quality of the services during the
preceding fiscal year, the Secretary may reduce
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the percentage of funds required to be used as
the portion described in subparagraph (A) for
the fiscal year for which the determination is
made, but not below the percentage required to
be so used for the preceding fiscal year.

““(ii) For any fiscal year for which the amount
appropriated under section 639(a) requires a re-
duction in the amount made available under
this subchapter to Head Start agencies and enti-
ties described in section 645A, relative to the
amount made available to the agencies and enti-
ties for the preceding fiscal year, adjusted as de-
scribed in paragraph (3)(A)(ii), the Secretary
shall proportionately reduce—

“(1) the amounts made available to the enti-
ties for programs carried out under section 645A;
and

“(I1) the amounts made available to Head
Start agencies for Head Start programs.”’; and

(6) by redesignating paragraph (7) as para-
graph (8); and

(7) by inserting after paragraph (6) the follow-
ing:

“(7T)(A) For purposes of paragraph (2)(A), in
determining the need and demand for migrant
or seasonal Head Start programs (and services
provided through such programs), the Secretary
shall consult with appropriate entities, includ-
ing providers of services for migrant or seasonal
Head Start programs. The Secretary shall, after
taking into consideration the need and demand
for migrant or seasonal Head Start programs
(and such services), ensure that there is an ade-
quate level of such services for eligible children
of migrant farmworkers before approving an in-
crease in the allocation provided for unserved
eligible children of seasonal farmworkers. In
serving the children of seasonal farmworkers,
the Secretary shall ensure that services provided
by migrant or seasonal Head Start programs do
not duplicate or overlap with other Head Start
services available in the same geographical area.

“(B)(i) Funds available under this subsection
for payments to the Federated States of Micro-
nesia, the Republic of the Marshall Islands, and
Palau shall be used by the Secretary to make
grants on a competitive basis, pursuant to rec-
ommendations submitted to the Secretary by the
Pacific Region Educational Laboratory of the
Department of Education, to the Federated
States of Micronesia, the Republic of the Mar-
shall Islands, Palau, Guam, American Samoa,
and the Commonwealth of the Northern Mari-
ana lIslands, for the purpose of carrying out
Head Start programs in accordance with this
subchapter.

““(ii) Not more than 5 percent of such funds
may be used by the Secretary to compensate the
Pacific Region Educational Laboratory of the
Department of Education for administrative
costs incurred in connection with making rec-
ommendations under clause (i).

““(iii) Notwithstanding any other provision of
law, the Federated States of Micronesia, the Re-
public of the Marshall Islands, and Palau shall
not receive any funds under this subchapter for
any fiscal year that begins after September 30,
2001.”.

(b) CHILDREN WITH DISABILITIES.—Section
640(d) of the Head Start Act (42 U.S.C. 9835(d))
is amended—

(1) by striking *‘1982"" and inserting ‘“1999°";

(2) by striking ““‘(as defined in section 602(a) of
the Individuals with Disabilities Education
Act)’’; and

(3) by adding at the end the following:
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“Such policies and procedures shall require
Head Start programs to coordinate pro-
grammatic efforts with efforts to implement part
C and section 619 of the Individuals with Dis-
abilities Education Act (20 U.S.C 1431-1445,
1419).”".

(©) INCREASED  APPROPRIATIONS.—Section
640(g) of the Head Start Act (42 U.S.C. 9835(Q))
is amended—

(1) in paragraph (1), by inserting at the end
the following: “‘In awarding funds to serve an
increased number of children, the Secretary
shall give priority to those applicants that pro-
vide full-working-day, full-calendar year Head
Start services through collaboration with enti-
ties carrying out programs that are in existence
on the date of the allocation and with other pri-
vate, nonprofit agencies. Any such additional
funds remaining may be used to make non-
structural and minor structural changes, and to
acquire and install equipment, for the purpose
of improving facilities necessary to expand the
availability of Head Start programs and to serve
an increased number of children.”’;

(2) in paragraph (2)—

(A) in subparagraph (A), by striking the semi-
colon and inserting “‘, and the performance his-
tory of the applicant in providing services under
other Federal programs (other than the program
carried out under this subchapter);”’;

(B) in subparagraph (C), by striking the semi-
colon and inserting ‘“, and organizations and
public entities serving children with disabil-
ities;””;

(C) in subparagraph (D), by striking the semi-
colon and inserting ‘‘and the extent to which,
and manner in which, the applicant dem-
onstrates the ability to collaborate and partici-
pate with other local community providers of
child care or preschool services to provide full-
working-day full-calendar-year services;”’;

(D) in subparagraph (E), by striking ‘“‘pro-
gram; and’ and inserting ‘‘or any other early
childhood program;’’;

(E) in subparagraph (F), by striking the pe-
riod and inserting a semicolon; and

(F) by adding at the end the following:

““(G) the extent to which the applicant pro-
poses to foster partnerships with other service
providers in a manner that will enhance the re-
source capacity of the applicant; and

“(H) the extent to which the applicant, in
providing services, will plan to coordinate with
the local educational agency serving the com-
munity involved and with schools in which chil-
dren participating in a Head Start program op-
erated by such agency will enroll following such
program, regarding the education services pro-
vided by such local educational agency.”’;

(3) in paragraph (3) by striking ““In”” and in-
serting ‘‘Subject to subsection (m), in’’; and

(4) by adding at the end the following:

““(4) Notwithstanding subsection (a)(2), after
taking into account subsection (a)(1), the Sec-
retary may allocate a portion of the remaining
additional funds under subsection (a)(2)(A) for
the purpose of increasing funds available for ac-
tivities described in such subsection.”.

(d) REFERENCES.—Section 640(1) of the Head
Start Act (42 U.S.C. 9835(1)) is amended by in-
serting ‘‘or seasonal’” after ‘‘migrant” each
place it appears.

(e) RELATIVE AVAILABILITY OF FUNDS FOR
QUALITY AND FOR EXPANSION.—Section 640 of
the Head Start Act (42 U.S.C. 9835) is amended
by adding at the end the following:
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“(m)(1) After complying with the requirement
in subsection (g)(1) relating to maintaining the
level of services provided during the previous
year, the Secretary shall make the amount (if
any) by which the funds appropriated under
section 639(a) for a fiscal year exceed the ad-
justed prior year appropriation (as defined in
subsection (a)(3)(ii)), available as follows:

Percent of
Amount Exceed-
Percent of ing Adjusted
Amount Exceed- mﬁiﬁe"Ef(C’;gd_ Prior Year Ap-
ing Adjusted ing Adjusted propriation To

Be Available to
Qualifying Head
Start Programs
for Quality and

Prior Year Ap- Prior Year Ap-

propriation To
Be Available for
Expansion Ac-

propriation To
Be Available for
Quality Activities

“For Fiscal Year:

s e treer e

(@)3)(C): Subsections

@(3)(C) and
@
1999 65 25 10
2000 65 25 10
2001 45 45 10
2002 45 45 10
2003 25 65 10.

““(2) For purposes of paragraph (1), the term
‘qualifying Head Start program’ means a Head
Start agency or Head Start program that is—

“(A) in compliance with the quality standards
and result-based performance measures applica-
ble under subsections (a) and (b) of section
641A,;

““(B) not required under subsection (d) of such
section to take a corrective action; and

““(C) making progress toward complying with
requirements applicable under section
648A(a)(2).

““(3) Funds required to be made available
under this subsection to qualifying Head Start
programs shall be made available on the same
basis as allotments are determined under sub-
section (a)(4).”.

) CONFORMING AMENDMENT.—Section
644(f)(2) of the Head Start Act (42 U.S.C.
9839(f)(2)) is amended by striking
“640(a)(3)(C)(v)”’ and inserting “*640(g)”’.

SEC. 107. DESIGNATION OF HEAD START AGEN-
CIES.

Section 641 of the Head Start Act (42 U.S.C.
9836) is amended—

(1) in subsection (a) by inserting ‘““(in con-
sultation with the chief executive officer of the
State involved, if such State expends non-Fed-
eral funds to carry out Head Start programs)’’
after “‘Secretary’’ the last place it appears;

(2) in subsection (b) by striking ‘“‘area des-
ignated by the Bureau of Indian Affairs as
near-reservation’ and inserting ‘‘off-reservation
area designated by an appropriate tribal gov-
ernment’’;

(3) in subsection (c)—

(A) in paragraph (1)—

(i) by inserting “‘, in consultation with the
chief executive officer of the State if such State
expends non-Federal funds to carry out Head
Start programs,’ after ‘“‘shall’’; and

(ii) by striking ““makes a finding’’ and all that
follows through the period at the end, and in-
serting the following:

“‘determines that the agency involved fails to
meet program and financial management re-
quirements, performance standards described in
section 641A(a)(1), results-based performance
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measures described in section 641A(b), and other
requirements established by the Secretary.’’;

(B) in paragraph (2), by inserting ““, in con-
sultation with the chief executive officer of the
State if such State expends non-Federal funds
to carry out Head Start programs,” after
“shall’’; and

(C) by aligning the left margin of paragraphs
(2) and (3) with the left margin of paragraph
(1); and

(4) in subsection (d)—

(A) in the matter preceding paragraph (1), by
inserting after the 1st sentence the following:
“In selecting from among qualified applicants
for designation as a Head Start agency, the Sec-
retary shall give priority to any qualified agen-
cy that functioned as a Head Start delegate
agency in the community and carried out a
Head Start program that the Secretary deter-
mines met or exceeded such performance stand-
ards and such results-based performance meas-
ures.”’;

(B) in paragraph (3) by inserting “and pro-
grams under part C and section 619 of the Indi-
viduals with Disabilities Education Act (20
U.S.C 1431-1445, 1419)”" after ‘(20 U.S.C. 2741 et
seq.)”;

(C) in paragraph (4)—

(i) in subparagraph (A), by inserting ‘“‘(at
home and in the center involved where prac-
ticable)’” after ‘““‘activities’’;

(ii) in subparagraph (D)—

(1) in clause (iii) by adding ‘‘or’” at the end;

(1) by striking clause (iv); and

(111) by redesignating clause (v) as clause (iv);

(iii) in subparagraph (E) by striking ‘‘and
(D)’ and inserting ‘“‘and (E)"’;

(iv) by redesignating subparagraphs (D) and
(E) and subparagraphs (E) and (F), respec-
tively; and

(v) by inserting after subparagraph (C) the
following:

‘“(D) to offer to parents of participating chil-
dren substance abuse counseling (either directly
or through referral to local entities), including
information on drug-exposed infants and fetal
alcohol syndrome;’’;

(D) by amending paragraph (7) to read as fol-
lows:

“(7) the plan of such applicant to meet the
needs of non-English background children and
their families, including needs related to the ac-
quisition of the English language;’’;

(E) in paragraph (8)—

(i) by striking the period at the end and in-
serting *‘; and’’; and

(ii) by redesignating such paragraph as para-
graph (9);

(F) by inserting after paragraph (7) the fol-
lowing:

““(8) the plan of such applicant to meet the
needs of children with disabilities;’’; and

(G) by adding at the end the following:

“(10) the plan of such applicant to collaborate
with other entities carrying out early childhood
education and child care programs in the com-
munity.”’; and

(5) by amending subsection (e) to read as fol-
lows:

“(e) If no agency in the community receives
priority designation and if there is no qualified
applicant in the community, then the Secretary
shall designate an agency to carry out the Head
Start program in the community on an interim
basis until a qualified applicant from the com-
munity is so designated.”’.

SEC. 108. QUALITY STANDARDS.

(@) QUALITY STANDARDS.—Section 641A(a) of
the Head Start Act (42 U.S.C. 9836a(a)) is
amended—

(1) in paragraph (1)—

(A) in the matter preceding subparagraph (A),
by inserting ‘‘, including minimum levels of
overall accomplishment,”” after ‘‘regulation
standards’’;

(B) in subparagraph (A), by striking ‘‘edu-
cation,”’;
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(C) by redesignating subparagraphs (B)
through (D) as subparagraphs (C) through (E),
respectively; and

(D) by inserting after subparagraph (A) the
following:

“(B)(i) education performance standards to
ensure the school readiness of children partici-
pating in a Head Start program, on completion
of the Head Start program and prior to entering
school; and

‘“(ii) additional school readiness performance
standards (based on cognitive learning abilities)
to ensure that the children participating in the
program, at a minimum—

“(1) develop phonemic, print, and numeracy
awareness;

“(I1) understand and use oral language to
communicate for different purposes;

“(111) understand and use increasingly com-
plex and varied vocabulary;

“(IV) develop and demonstrate an apprecia-
tion of books; and

“(V) in the case of non-English background
children, progress toward acquisition of the
English language.”’;

(2) by striking paragraph (2);

(3) in paragraph (3)—

(A) in subparagraph (B)(iii) by striking
“child” and inserting ‘‘early childhood edu-
cation and”’; and

(B) in subparagraph (C)—

(i) in clause (i)—

(1) by striking “‘not later than 1 year after the
date of enactment of this section,’”; and

(I1) by striking ‘‘section 651(b)’” and all that
follows through ‘‘section” and inserting ‘‘this
subsection’’; and

(ii) in subclause (ii), by striking ‘“November 2,
1978’ and inserting ‘‘the date of enactment of
the Head Start Amendments Act of 1998”’; and

(4) by redesignating paragraphs (3) and (4) as
paragraphs (2) and (3), respectively.

(b) PERFORMANCE MEASURES.—Section 641A(b)
of the Head Start Act (42 U.S.C. 9836a(b)) is
amended—

(1) in the heading, by inserting ‘“RESULTS-
BASED’’ before ‘‘PERFORMANCE’’;

(2) in paragraph (1)—

(A) by striking ““Not later than 1 year after
the date of enactment of this section, the’”” and
inserting “The’’;

(B) by striking ‘‘child’”” and inserting ‘“‘early
childhood education and’’; and

(C) by striking the period at the end and in-
serting “‘, and the impact of the services pro-
vided through the programs to children and
their families.””;

(3) in paragraph (2)—

(A) in the heading, by striking ““DESIGN’’ and
inserting ‘“CHARACTERISTICS™’;

(B) in the matter preceding subparagraph (A),
by striking ‘‘be designed’” and inserting ‘‘in-
clude the education and school-based readiness
performance standards described in subsection
(a)(1)(B) and shall’’;

(C) in subparagraph (A), by striking ‘“‘to as-
sess’” and inserting ‘‘assess the impact of’’;

(D) in subparagraph (B)—

(i) by striking “‘to’’;

(ii) by striking ‘‘and peer review’’ and insert-
ing ‘‘, peer review, and program evaluation’’;
and

(iii) by inserting ‘‘not later than January 1,
1999’ before the semicolon at the end; and

(E) in subparagraph (C), by inserting “‘be de-
veloped’” before ‘“for other’’;

(4) in paragraph (3)(A) by striking ““and by
region”” and inserting ‘‘, regionally, and lo-
cally’’; and

(5) by adding at the end the following:

““(4) REQUIRED RESULTS-BASED PERFORMANCE
MEASURES.—Such  results-based performance
measures shall ensure that such children—

“(A) know that letters of the alphabet are a
special category of visual graphics that can be
individually named;

““(B) recognize a word as a unit of print;

““(C) identify at least 10 letters of the alpha-
bet; and
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‘(D) associate sounds with written words.

“(5) OTHER RESULTS-BASED PERFORMANCE
MEASURES.—In addition to other applicable re-
sults-based performance measures, Head Start
agencies may establish their own results-based
school readiness performance measures.”’.

(c) MONITORING.—Section 641A(c) of the Head
Start Act (42 U.S.C. 9836a(c)) is amended—

(1) in paragraph (1) by inserting ‘‘and results-
based performance measures’” after ‘‘stand-
ards’’; and

(2) in paragraph (2)

(A) in subparagraph (B), by striking ‘“‘and’’ at
the end;

(B) in subparagraph (C)—

(i) by inserting “‘(including children with dis-
abilities)”” after ‘‘eligible children’’; and

(ii) by striking the period at the end and in-
serting a semicolon; and

(C) by adding at the end the following:

‘(D) include as part of the reviews of the pro-
grams, a review and assessment of program ef-
fectiveness, as measured in accordance with the
results-based performance measures developed
pursuant to subsection (b) and with the per-
formance standards established pursuant to sub-
paragraphs (A) and (B) of subsection (a)(1); and

“(E) seek information from the community
and the State about the performance of the pro-
gram and its efforts to collaborate with other
entities carrying out early childhood education
and child care programs in the community.”’.

(d) TERMINATION.—Section 641A(d) of the
Head Start Act (42 U.S.C. 9836a(d)) is amend-
ed—

(1) in paragraph (1)—

(A) by inserting ‘“‘or results-based performance
measures described in subsection (b)” after
“‘subsection (a)’’; and

(B) by amending subparagraph (B) to read as
follows:

“(B) with respect to each
ciency, require the agency—

“(i) to correct the deficiency immediately, if
the Secretary finds that the deficiency threatens
the health or safety of staff or program partici-
pants or poses a threat to the integrity of Fed-
eral funds;

““(ii) to correct the deficiency not later than 90
days after the identification of the deficiency if
the Secretary finds, in the discretion of the Sec-
retary, that such a 90-day period is reasonable,
in light of the nature and magnitude of the defi-
ciency; or

““(iii) in the discretion of the Secretary (taking
into consideration the seriousness of the defi-
ciency and the time reasonably required to cor-
rect the deficiency) to comply with the require-
ments of paragraph (2) concerning a quality im-
provement plan; and’’; and

(2) in paragraph (2)(A), in the matter preced-
ing clause (i), by striking “‘immediately’” and in-
serting ‘“‘immediately or during a 90-day period
under clause (i) or (ii) of paragraph (1)(B)”.

(e) REPORT.—Section 641A(e) of the Head
Start Act (42 U.S.C. 9836a(e)) is amended by
adding at the end the following: ‘‘Such report
shall be widely disseminated and available for
public review in both written and electronic for-
mats.”’.

SEC. 109. POWERS AND FUNCTIONS OF HEAD
START AGENCIES.

Section 642 of the Head Start Act (42 U.S.C.
9837) is amended—

(1) in subsection (b)—

(A) in paragraph (6)—

(i) by striking subparagraph (D); and

(ii) by redesignating subparagraphs (E) and
(F) and subparagraphs (D) and (E), respec-
tively;

(B) in paragraph (8) by striking ‘“and’’ at the
end;

(C) in paragraph (9) by striking the period at
the end and inserting *‘; and’’;

(D) by redesignating paragraphs (6) through
(9) as paragraphs (7) through (10), respectively;

(E) by inserting after paragraph (5) the fol-
lowing:

identified defi-
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““(6) offer to parents of participating children
substance abuse counseling (either directly or
through referral to local entities), including in-
formation on drug-exposed infants and fetal al-
cohol syndrome;’’; and

(F) by adding at the end the following:

“(11)(A) inform custodial parents in single-
parent families that participate in programs, ac-
tivities, or services carried out under this sub-
title about the availability of child support serv-
ices for purposes of establishing paternity and
acquiring child support;

““(B) refer eligible parents to the child support
offices of State and local governments; and

“(C) establish referral arrangements with
such offices.”’;

(2) in subsection (c)—

(A) by inserting “‘and collaborate’” after ‘“‘co-
ordinate’’;

(B) by inserting “‘and part C and section 619
of the Individuals with Disabilities Education
Act (20 U.S.C 1431-1445, 1419)” after ‘(20 U.S.C.
2741 et seq.)’’; and

(C) by striking ‘‘section 402(g) of the Social
Security Act, and other” and inserting ‘‘the
State program carried out under the Child Care
and Development Block Grant Act of 1990 (42
U.S.C. 9858 et seq.), and other early childhood
education and development’’; and

(3) in subsection (d)—

(A) in paragraph (1)—

(i) by striking ‘“‘carry out” and all that fol-
lows through ‘“‘maintain’ and inserting ‘‘take
steps to ensure, to the maximum extent possible,
that children maintain’’;

(ii) by inserting “‘and educational’ after ‘‘de-
velopmental’’; and

(iii) by striking
“build’’;

(B) by striking paragraph (2); and

(C) by redesignating paragraphs (3) through
(5) as paragraphs (2) through (4), respectively.
SEC. 110. HEAD START TRANSITION.

The Head Start Act (42 U.S.C. 9831 et seq.) is
amended by inserting after section 642 the fol-
lowing:

“SEC. 642A. HEAD START TRANSITION.

““Each Head Start agency shall take steps to
coordinate with the local educational agency
serving the community involved and with
schools in which children participating in a
Head Start program operated by such agency
will enroll following such program, including—

““(1) developing and implementing a system-
atic procedure for transferring, with parental
consent, Head Start program records for each
participating child to the school in which such
child will enroll;

““(2) establishing channels of communication
between Head Start staff and their counterparts
in the schools (including teachers, social work-
ers, and health staff) to facilitate coordination
of programs;

““(3) conducting meetings involving parents,
kindergarten or elementary school teachers, and
Head Start program teachers to discuss the edu-
cational, developmental, and other needs of in-
dividual children;

““(4) organizing and participating in joint
transition-related training of school staff and
Head Start staff;

““(5) developing and implementing a family
outreach and support program in cooperation
with entities carrying out parental involvement
efforts under title | of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6301 et
seq.);

““(6) assisting families, administrators, and
teachers in enhancing educational and develop-
mental continuity between Head Start services
and elementary school classes; and

““(7) linking the services provided in such pro-
gram with the education services provided by
such local education agency.”’.

SEC. 111. SUBMISSION OF PLANS TO GOVERNORS.

The first sentence of section 643 of the Head
Start Act (42 U.S.C. 9838) is amended—

“to build” and inserting
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(1) by striking ‘“30 days’ and inserting ‘45
days’’;

(2) by striking ‘‘so disapproved’’ and inserting
““disapproved (for reasons other than failure to
comply with State health, safety, and child care
laws, including regulations applicable to com-
parable child care programs in the State)’’; and

(3) by inserting before the period *‘, as evi-
denced by a written statement of the Secretary’s
findings transmitted to such officer’.

SEC. 112. PARTICIPATION IN HEAD START PRO-
GRAMS.

Section 645(a) of the Head Start Act (42 U.S.C.
9840(a)) is amended—

(1) in the last sentence of paragraph (1)—

(A) by striking “‘provide (A) that’” and insert-
ing the following:

“‘provide—

“(A) that’; and

(B) by amending subparagraph (B) to read as
follows:

““(B) pursuant to such regulations as the Sec-
retary shall prescribe, that programs assisted
under this subchapter may—

“(i) include a child who has been determined
to meet the low-income criteria and who is par-
ticipating in a Head Start program in a program
year shall be considered to continue to meet the
low-income criteria through the end of the suc-
ceeding program year. In determining, for pur-
poses of this paragraph, whether a child who
has applied for enrollment in a Head Start pro-
gram meets the low-income criteria, an entity
may consider evidence of family income during
the 12 months preceding the month in which the
application is submitted, or during the calendar
year preceding the calendar year in which the
application is submitted, whichever more accu-
rately reflects the needs of the family at the time
of application;

““(ii) permit not more than 25 percent of the
children enrolled in a Head Start program to be
children (without counting children with dis-
abilities) whose family income does not exceed
140 percent of the poverty line if the Head Start
agency carrying out such program—

“(1) has a community needs assessment that
demonstrates a need to provide Head Start serv-
ices to more of such children who are members
of families with incomes that exceed the poverty
line but do not exceed 140 percent of the poverty
line; and

“(I1) ensures that, as a result of enrolling a
greater percentage of children described in this
clause, there will not be a reduction in, or de-
nial of, Head Start services to children who are
eligible under subparagraph (A);

““(iii) subject to the approval of the Secretary,
permit such Head Start agency that dem-
onstrates to the Secretary that it has made rea-
sonable efforts to enroll children eligible under
subparagraph (A) in the Head Start program
carried out by such agency, to charge participa-
tion fees for children described in clause (ii),
consistent with the sliding fee schedule estab-
lished by the State under section 658E(c)(5) of
the of the Child Care and Development Block
Grant Act of 1990 (42 U.S.C. 9858c(c)(5)).”’;

(2) by redesignating paragraph (2) as para-
graph (3); and

(3) by inserting after paragraph (1) the follow-
ing:

“(2) A Head Start agency that provides a
Head Start program with full-working-day serv-
ices in collaboration with other agencies or enti-
ties may collect a family copayment to support
extended day services if a copayment is required
in conjunction with the partnership. The copay-
ment shall not exceed the copayment charged to
families with similar incomes and circumstances
who are receiving the services through partici-
pation in a program carried out by another
agency or entity.””.
SEC. 113. EARLY HEAD START PROGRAMS FOR
FAMILIES WITH INFANTS AND TOD-
DLERS.

(a) PROGRAM.—Section 645A of the Head Start

Act (42 U.S.C. 9840a) is amended—
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(1) in the section heading, by inserting ‘‘early
head start’ before ‘“programs for’’;

(2) in subsection (a)—

(A) in paragraph (1) by striking “*;
inserting a period;

(B) by striking paragraph (2); and

(C) by striking ‘“for—’" and all that follows
through ““(1)”’, and inserting ““for’’;

(3) in subsection (b)—

(A) in paragraph (5), by inserting ““‘(including
programs for infants and toddlers with disabil-
ities)”” after “‘community’’;

(B) in paragraph (7) by striking ““and’’ at the
end;

(C) by redesignating paragraph (8) as para-
graph (9); and

(D) by inserting after paragraph (7) the fol-
lowing:

““(8) ensure formal linkages with the agencies
described in section 644(b) of the Individuals
With Disabilities Education Act Amendments of
1997 and providers of early intervention services
for infants and toddlers with disabilities under
the Individuals with Disabilities Education Act
(20 U.S.C. 1400 et seq.); and’’;

(4) in subsection (c)—

(A) by striking ““(a)(1)”’ and inserting ““(a)”’;
and

(B) in paragraph (2), by striking ‘‘(or under”’
and all that follows through ““(e)(3))"’;

(5) in subsection (d)—

(A) in paragraph (1), by inserting “‘and” at
the end;

(B) by striking paragraph (2); and

(C) in paragraph (3) by redesignating such
paragraph as paragraph (2);

(6) by striking subsection (e);

(7) by redesignating subsections (f) and (g) as
subsections (e) and (f), respectively;

(8) in subsection (e) (as redesignated in para-
graph (7))—

(A) in the subsection heading, by striking
“OTHER’’; and

(B) by striking “From the balance remaining
of the portion specified in section 640(a)(6), after
making grants to the eligible entities specified in
subsection (e),”” and inserting ‘‘From the portion
specified in section 640(a)(6),”’;

(9) by striking subsection (h); and

(10) by adding at the end the following:

““(g) MONITORING, TRAINING, TECHNICAL AS-
SISTANCE, AND EVALUATION.—

‘(1) REQUIREMENT.—INn order to ensure the
successful operation of programs assisted under
this section, the Secretary shall use funds from
the portion specified in section 640(a)(6) to mon-
itor the operation of such programs, evaluate
their effectiveness, and provide training and
technical assistance tailored to the particular
needs of such programs.

““(2) TRAINING AND TECHNICAL ASSISTANCE AC-
COUNT.—

““(A) IN GENERAL.—Of the amount made avail-
able to carry out this section for any fiscal year,
not less than 5 percent and not more than 10
percent shall be reserved to fund a training and
technical assistance account.

“(B) ACTIVITIES.—Funds in the account may
be used for purposes including—

““(i) making grants to, and entering into con-
tracts with, organizations with specialized ex-
pertise relating to infants, toddlers, and families
and the capacity needed to provide direction
and support to a national training and tech-
nical assistance system, in order to provide such
direction and support;

““(ii) providing ongoing training and technical
assistance for regional and program staff
charged with monitoring and overseeing the ad-
ministration of the program carried out under
this section;

“(iii) providing ongoing training and tech-
nical assistance for existing recipients of grants
under subsection (a) and support and program
planning and implementation assistance for new
recipients of such grants; and

“‘(iv) providing professional development and
personnel enhancement activities, including the

and”” and
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provision of funds to recipients of grants under
subsection (a) for the recruitment and retention
of qualified staff with an appropriate level of
education and experience.””.

(b) CONFORMING AMENDMENT.—Section
640(a)(5)(F) of the Head Start Act (42 U.S.C.
9835(a)(5)(F)), as so redesignated by section 106,
is amended by striking ‘‘section 645(a)(1)(A)”’
and inserting ‘‘section 645(a)”’.

SEC. 114. TECHNICAL ASSISTANCE AND TRAIN-
ING.

Section 648 of the Head Start Act (42 U.S.C.
9843) is amended—

(1) in subsection (b)—

(A) in paragraph (1), by striking ““and’’ at the
end;

(B) in paragraph (2), by striking the period at
the end and inserting *‘; and’’; and

(C) by adding at the end the following:

““(3) ensure the provision of technical assist-
ance to assist Head Start agencies, entities car-
rying out other child care and early childhood
programs, communities, and States in collabo-
rative efforts to provide quality full-working-
day, full-calendar-year services, including tech-
nical assistance related to identifying and as-
sisting in resolving barriers to collaboration.”’;
and

(2) in subsection (c)—

(A) by amending paragraph (1) to read as fol-
lows:

‘(1) give priority consideration to—

““(A) activities to correct program and man-
agement deficiencies identified through reviews
pursuant to section 641A(c) (including the provi-
sion of assistance to local programs in the devel-
opment of quality improvement plans under sec-
tion 641A(d)(2)); and

““(B) assisting Head Start agencies in—

““(i) ensuring the school readiness of children;
and

““(if) meeting the education and school readi-
ness performance standards described in this

subchapter;’’;
(B) in paragraph (2) by inserting ‘‘supplement
amounts provided under section

640(a)(3)(C)(ii),”” after ““(2)"";

(C) in paragraph (4)—

(i) by inserting ‘“‘and implementing’’ after ‘‘de-
veloping’’; and

(ii) by striking “‘a longer day’ and inserting
the following: ‘‘the day, and assist the agencies
and programs in expediting the sharing of infor-
mation about innovative models for providing
full-working-day, full-calendar-year services for
children’’;

(D) in paragraph (7), by striking “‘and’’ at the
end;

(E) by redesignating paragraphs (3) through
(8) as paragraphs (5) through (10), respectively;
and

(F) by inserting after paragraph (2) the fol-
lowing:

““(3) assist Head Start agencies in the develop-
ment of collaborative initiatives with States and
other entities within the States, to foster effec-
tive early childhood professional development
systems;

““(4) assist classroom and non-classroom staff,
including individuals in management and lead-
ership capacities, to understand the components
of effective family literacy services, gain knowl-
edge about proper implementation of such serv-
ices within a Head Start program, and receive
assistance to achieve successful collaboration
agreements with other service providers that
allow the effective integration of family literacy
services with the Head Start program;”’.

SEC. 115. PROFESSIONAL REQUIREMENTS.

Section 648A of the Head Start Act (42 U.S.C.
9843a) is amended—

(1) by amending subsection (a) to read as fol-
lows:

““(a) CLASSROOM TEACHERS.—

““(1) PROFESSIONAL REQUIREMENTS.—The Sec-
retary shall ensure that each Head Start class-
room in a center-based program is assigned 1
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teacher who has demonstrated competency to
perform functions that include—

“(A) planning and implementing learning ex-
periences that advance the intellectual and
physical development of children, including im-
proving readiness of children for school by de-
veloping their literacy and phonemic, print, and
numeracy awareness, their understanding and
use of oral language, their understanding and
use of increasingly complex and varied vocabu-
lary, their appreciation of books and their prob-
lem solving abilities;

““(B) establishing and maintaining a safe,
healthy learning environment;

““(C) supporting the social and emotional de-
velopment of children; and

‘(D) encouraging the involvement of the fami-
lies of the children in a Head Start program and
supporting the development of relationships be-
tween children and their families.

‘“(2) DEGREE REQUIREMENTS.—The Secretary
shall ensure that not later than September 30,
2003, at least 50 percent of all Head Start class-
rooms in a center-based program are assigned 1
teacher who has an associate, baccalaureate, or
an advanced degree in early childhood edu-
cation or development and shall require Head
Start agencies to demonstrate continuing
progress each year to reach that result. In the
remaining balance of such classrooms, there
shall be assigned one teacher who has—

““(A) a child development associate (CDA) cre-
dential that is appropriate to the age of the chil-
dren being served in center-based programs;

““(B) a State-awarded certificate for preschool
teachers that meets or exceeds the requirements
for a child development associate credential; or

““(C) a degree in a field related to early child-
hood education with experience in teaching pre-
school children and a State-awarded certificate
to teach in a preschool program.

““(3) ASSeESSMENT.—Head Start agencies shall
adopt, in consultation with experts in child de-
velopment and with classroom teachers, an as-
sessment to be used when hiring or evaluating
any classroom teacher in a center-based Head
Start program. Such assessment shall measure
whether such teacher has mastered the func-
tions described in paragraph (1)(A).”’; and

(2) in subsection (b)(2)(B)—

(A) by striking ‘‘staff,”” and inserting ‘‘staff
or’’; and

(B) by striking **, or that’” and all that follows
through “‘families’.

SEC. 116. FAMILY LITERACY SERVICES.

The Head Start Act (42 U.S.C. 9831 et seq.) is
amended by inserting after section 648A the fol-
lowing:

“SEC. 648B. FAMILY LITERACY SERVICES.

“From funds reserved under section 639(b)(4),
the Secretary—

““(1) shall provide grants through a competi-
tive process, based upon the quality of the fam-
ily literacy service proposal and taking into con-
sideration geographic and urban/rural represen-
tation, for not more than 100 Head Start agen-
cies to initiate provision of family literacy serv-
ices through collaborative partnerships with en-
tities that provide adult education services, enti-
ties carrying out Even Start programs under
part B of chapter 1 of title 1 of the Elementary
and Secondary Education Act of 1965 (20 U.S.C.
274 et seq.), or entities that provide other serv-
ices deemed necessary for the provision of family
literacy services; and

“(2) may—

““(A) provide training and technical assistance
to Head Start agencies that already provide
family literacy services;

‘“(B) designate as mentor programs, and pro-
vide financial assistance to, Head Start agencies
that demonstrate effective implementation of
family literacy services, based on improved out-
comes of children and their parents, to enable
such agencies to provide training and technical
assistance to other agencies that seek to imple-
ment, or improve implementation of, family lit-
eracy services; and
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“(C) award grants or make other assistance
available to facilitate training and technical as-
sistance to programs for development of collabo-
ration agreements with other service providers.
In awarding such grants or assistance, the Sec-
retary shall give special consideration to an or-
ganization that has experience in the develop-
ment and operation of successful family literacy
services.”.

SEC. 117. RESEARCH AND EVALUATION.

Section 649 of the Head Start Act (42 U.S.C.
9844) is amended—

(1) in subsection (d)—

(A) in paragraph (6), by striking ““and’’ at the
end;

(B) in paragraph (7) by striking the period at
the end and inserting *“; and’’;

(C) by redesignating paragraphs (2) through
(7) as paragraphs (3) through (8), respectively;

(D) by inserting after paragraph (1) the fol-
lowing:

““(2) over a 5-year period, lead to the develop-
ment and rigorous evaluation of models for the
integration of family literacy services with Head
Start programs, that demonstrate the ability to
make positive gains for children participating in
Head Start programs and their parents, and dis-
semination of information about such models;”’;
and

(E) by adding at the end the following:

““(9) study the experiences of small, medium,
and large States with Head Start programs in
order to permit comparisons of children partici-
pating in the programs with eligible children
who did not participate in the programs, which
study—

“(A) may include the use of a data set that
existed prior to the initiation of the study; and

“(B) shall compare the educational achieve-

ment, social adaptation, and health status of
the participating children and the eligible non-
participating children.
The Secretary shall ensure that an appropriate
entity carries out a study described in para-
graph (9), and prepares and submits to the ap-
propriate committees of the Congress a report
containing the results of the study, not later
than September 30, 2002.”’; and

(2) by adding at the end the following:

“(g) NATIONAL HEAD START IMPACT RE-
SEARCH.—

““(1) ANALYSES OF DATA BASES.—The Secretary
shall obtain analyses of the following existing
databases to guide the evaluation recommenda-
tions of the expert panel appointed under para-
graph (2) and to provide Congress with initial
reports of potential Head Start outcomes—

“(A) by use of The Survey of Income and Pro-
gram Participation (SIPP) conduct an analysis
of the different income levels of Head Start par-
ticipants compared to comparable persons who
did not attend Head Start;

“(B) by use of The National Longitudinal
Survey of Youth (NLSY) which began gathering
data on children who attended Head Start from
1988 on, examine the wide range of outcomes
measured within the Survey, including cog-
nitive, socio-emotional, behavioral, and aca-
demic development;

““(C) by use of The Survey of Program Dynam-
ics, the new longitudinal survey required by the
Personal Responsibility and Work Opportunity
Reconciliation Act of 1996, to begin annual re-
porting, through the duration of the Survey, on
Head Start attendees’ academic readiness per-
formance and improvements; and

‘(D) to ensure that The Survey of Program
Dynamics be linked with the NLSY at least once
by the use of a common performance test, to be
determined by the expert panel, for the greater
national usefulness of the NLSY database.

““(2) EXPERT PANEL.—

“(A) IN GENERAL.—The Secretary shall ap-
point an independent panel consisting of experts
in program evaluation and research, education,
and early childhood programs—

‘(i) to review, and make recommendations on,
the design and plan for the research (whether
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conducted as a single assessment or as a series
of assessments), described in paragraph (3),
within 1 year after the date of enactment of the
Human Services Reauthorization Act of 1998;

“‘(ii) to maintain and advise the Secretary re-
garding the progress of the research; and

“(iii) to comment, if the panel so desires, on
the interim and final research reports submitted
under paragraph (8).

“(B) TRAVEL EXPENSES.—The members of the
panel shall not receive compensation for the
performance of services for the panel, but shall
be allowed travel expenses, including per diem
in lieu of subsistence, at rates authorized for
employees of agencies under subchapter 1| of
chapter 57 of title 5, United States Code, while
away from their homes or regular places of busi-
ness in the performance of services for the
panel. Notwithstanding section 1342 of title 31,
United States Code, the Secretary may accept
the voluntary and uncompensated services of
members of the panel.

““(3) GENERAL AUTHORITY.—After reviewing
the recommendations of the expert panel the
Secretary shall enter into a grant, contract, or
cooperative agreement with an organization to
conduct independent research that provides a
national analysis of the impact of Head Start
programs. The Secretary shall ensure that the
organization shall have expertise in program
evaluation, and research, education, and early
childhood programs.

‘‘(4) DESIGNS AND TECHNIQUES.—The Secretary
shall ensure that the research uses rigorous
methodological designs and techniques (based
on the recommendations of the expert panel), in-
cluding longitudinal designs, control groups,
nationally recognized standardized measures,
and random selection and assignment, as appro-
priate. The Secretary may provide that the re-
search shall be conducted as a single com-
prehensive assessment or as a group of coordi-
nated assessments designed to provide, when
taken together, a national analysis of the im-
pact of Head Start programs.

““(5) PROGRAMS.—The Secretary shall ensure
that the research focuses primarily on Head
Start programs that operate in the several
States, the Commonwealth of Puerto Rico, or
the District of Columbia and that do not specifi-
cally target special populations.

““(6) ANALYSIS.—The Secretary shall ensure
that the organization conducting the research—

“(A)(i) determines if, overall, the Head Start
programs have impacts consistent with their pri-
mary goal of increasing the social competence of
children, by increasing the everyday effective-
ness of the children in dealing with their
present environments and future responsibil-
ities, and increasing their school readiness;

““(ii) considers whether the Head Start pro-
grams—

“(1) enhance the growth and development of
children in cognitive, emotional, and physical
health areas;

“(I1) strengthen families as the primary nur-
turers of their children; and

‘(1) ensure that children attain school read-
iness; and

““(iii) examines—

“(1) the impact of the Head Start programs on
increasing access of children to such services as
educational, health, and nutritional services,
and linking children and families to needed
community services; and

“(11) how receipt of services described in sub-
clause (1) enriches the lives of children and fam-
ilies participating in Head Start programs;

“(B) examines the impact of Head Start pro-
grams on participants on the date the partici-
pants leave Head Start programs, at the end of
kindergarten, and at the end of first grade, by
examining a variety of factors, including edu-
cational achievement, referrals for special edu-
cation or remedial course work, and absentee-
ism;

““(C) makes use of random selection from the
population of all Head Start programs described
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in paragraph (5) in selecting programs for inclu-
sion in the research; and

(D) includes comparisons of individuals who
participate in Head Start programs with control
groups (including comparison groups) composed
of—

““(i) individuals who participate in other early
childhood programs (such as preschool programs
and day care); and

““(ii) individuals who do not participate in
any other early childhood program.

““(7) CONSIDERATION OF SOURCES OF VARI-
ATION.—In designing the research, the Secretary
shall, to the extent practicable, consider ad-
dressing possible sources of variation in impact
of Head Start programs, including variations in
impact related to such factors as—

““(A) Head Start program operations;

““(B) Head Start program quality;

““(C) the length of time a child attends a Head
Start program;

‘(D) the age of the child on entering the Head
Start program;

““(E) the type of organization (such as a local
educational agency or a community action
agency) providing services for the Head Start
program;

“(F) the number of hours and days of pro-
gram operation of the Head Start program (such
as whether the program is a full-working-day
full-calendar-year program, a part-day program
or a part-year program); and

““(G) other characteristics and features of the
Head Start program (such as geographic loca-
tion, location in an urban or a rural service
area, or participant characteristics), as appro-
priate.

*“(8) REPORTS.—

““(A) SUBMISSION OF INTERIM REPORTS.—The
organization shall prepare and submit to the
Secretary 2 interim reports on the research. The
first interim report shall describe the design of
the research, and the rationale for the design,
including a description of how potential sources
of variation in impact of Head Start programs
have been considered in designing the research.
The second interim report shall describe the sta-
tus of the research and preliminary findings of
the research, as appropriate.

““(B) SUBMISSION OF FINAL REPORT.—The or-
ganization shall prepare and submit to the Sec-
retary a final report containing the findings of
the research.

““(C) TRANSMITTAL OF REPORTS TO CON-
GRESS.—

“(i) IN GENERAL.—The Secretary shall trans-
mit, to the committees described in clause (ii),
the first interim report by September 30, 1999,
the second interim report by September 30, 2001,
and the final report by September 30, 2003.

““(if) COMMITTEES.—The committees referred to
in clause (i) are the Committee on Education
and the Workforce of the House of Representa-
tives and the Committee on Labor and Human
Resources of the Senate.

““(9) DEFINITION.—In this subsection, the term
‘impact’, used with respect to a Head Start pro-
gram, means a difference in an outcome for a
participant in the program that would not have
occurred without the participation in the pro-
gram.

““(h) QUALITY IMPROVEMENT STUDY.—

““(1) STubpY.—The Secretary shall conduct a
study regarding the use and effects of use of the
quality improvement funds made available
under section 640(a)(3) since fiscal year 1991.

““(2) REPORT.—The Secretary shall prepare
and submit to Congress not later than September
2000 a report containing the results of the study,
including—

““(A) the types of activities funded with the
quality improvement funds;

““(B) the extent to which the use of the quality
improvement funds has accomplished the goals
of section 640(a)(3)(B); and

““(C) the effect of use of the quality improve-
ment funds on teacher training, salaries, bene-
fits, recruitment, and retention.””.
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SEC. 118. REPORTS.

Section 650 of the Head Start Act (42 U.S.C.
9846) is amended—

(1) by inserting ‘‘(a) STATUS OF CHILDREN.—"’
before “At’’;

(2) by striking ‘““and Labor’’ each place it ap-
pears and inserting ‘‘and the Workforce’’;

(3) in paragraph (14) by striking ‘““and sea-
sonal’” and inserting ‘‘or seasonal’’; and

(4) by adding at the end the following:

“(b) FACILITIES.—At least once during every
5-year period, the Secretary shall prepare and
submit, to the Committee on Education and the
Workforce of the House of Representatives and
the Committee on Labor and Human Resources
of the Senate, a report concerning the condition,
location, and ownership of facilities used, or
available to be used, by Indian Head Start agen-
cies.”.

SEC. 119. REPEAL OF CONSULTATION REQUIRE-
MENT.

Section 657A of the Head Start Act (42 U.S.C.
9852a) is repealed.

SEC. 120. REPEAL OF HEAD START TRANSITION
PROJECT ACT.

The Head Start Transition Project Act (42
U.S.C. 9855-9855Q) is repealed.

SEC. 121. EFFECTIVE DATE; APPLICATION OF
AMENDMENTS.

(a) EFFECTIVE DATE.—Except as provided in
subsection (b), this title and the amendments
made by this title shall take effect on the date
of the enactment of this Act.

(b) APPLICATION OF AMENDMENTS.—The
amendments made by this title shall not apply
with respect to any fiscal year ending before Oc-
tober 1, 1998.

TITLE II—AMENDMENTS TO THE
COMMUNITY SERVICES BLOCK GRANT ACT
SEC. 201. SHORT TITLE.

This title may be cited as the ‘“‘Community
Services Authorization Act of 1998”".

SEC. 202. REAUTHORIZATION.

The heading for subtitle B, and sections 671
through 680, of the Community Services Block
Grant Act (42 U.S.C. 9901-9909) are amended to
read as follows:

“Subtitle B—Community Services Block Grant
Program
“SEC. 671. SHORT TITLE.

“This subtitle may be cited as the ‘Community
Services Block Grant Act’.

“SEC. 672. PURPOSES AND GOALS.

“The purpose of this subtitle is to provide as-
sistance to States and local communities, work-
ing through a network of community action
agencies and other neighborhood-based organi-
zations, for the reduction of poverty, the revital-
ization of low-income communities, and the em-
powerment of low-income families and individ-
uals in rural and urban areas to become fully
self-sufficient (particularly families who are at-
tempting to transition off a State program car-
ried out under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.)). Such goals
may be accomplished through—

““(1) the strengthening of community capabili-
ties for planning, coordinating, and utilizing a
broad range of Federal, State, local, and private
resources for the elimination of poverty, and for
helping individuals and families achieve self-
sufficiency;

““(2) greater use of innovative and effective,
community-based approaches to attacking the
causes and effects of poverty and of community
breakdown;

““(3) the maximum participation of residents of
the low-income communities and members of the
groups served by programs assisted through the
block grant to empower such individuals to re-
spond to the unique problems and needs within
their communities; and

““(4) the broadening of the resource base of
programs directed to the elimination of poverty
so as to secure a more active role for private,
faith-based, charitable, and neighborhood orga-
nizations in the provision of services as well as
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individual citizens, business, labor, and profes-
sional groups who are able to influence the
gquantity and quality of opportunities and serv-
ices for the poor.

“SEC. 673. DEFINITIONS.

“In this subtitle:

‘(1) ELIGIBLE ENTITY.—The term ‘eligible en-
tity’ means an entity—

““(A) that is an eligible entity described in sec-
tion 673(1) (as in effect on the day before the
date of enactment of the Human Services Reau-
thorization Act of 1998) as of such date of enact-
ment or is designated by the process described in
section 676A (including an organization serving
migrant or seasonal farmworkers that is so de-
scribed or designated); and

“(B) that has a tripartite board or other
mechanism described in subsection (a) or (b), as
appropriate, of section 676B.

““(2) POVERTY LINE.—The term ‘poverty line’
means the official poverty line defined by the
Office of Management and Budget based on the
most recent data available from the Bureau of
the Census. The Secretary shall revise the pov-
erty line annually (or at any shorter interval
the Secretary determines to be feasible and de-
sirable) which shall be used as a criterion of eli-
gibility in the community services block grant
program established under this subtitle. The re-
quired revision shall be accomplished by mul-
tiplying the official poverty line by the percent-
age change in the Consumer Price Index for All
Urban Consumers during the annual or other
interval immediately preceding the time at
which the revision is made. Whenever a State
determines that it serves the objectives of the
block grant program established under this sub-
title, the State may revise the poverty line to not
to exceed 125 percent of the official poverty line
otherwise applicable under this paragraph.

““(3) PRIVATE, NONPROFIT ORGANIZATION.—The
term ‘private, nonprofit organization’ includes a
faith-based organization, to which the provi-
sions of section 679 shall apply.

““(4) SECRETARY.—The term ‘Secretary’ means
the Secretary of Health and Human Services.

““(5) STATE.—The term ‘State’ means each of
the several States, the District of Columbia, the
Commonwealth of Puerto Rico, Guam, the
United States Virgin Islands, American Samoa,
and the Commonwealth of the Northern Mari-
ana lIslands, but for fiscal years ending before
October 1, 2001, includes the Federated States of
Micronesia, the Republic of he Marshall Is-
lands, and Palau.

“SEC. 674. AUTHORIZATION OF APPROPRIATIONS.

““(a) IN GENERAL.—There are authorized to be
appropriated $535,000,000 for fiscal year 1999
and such sums as may be necessary for each of
fiscal years 2000 through 2003 to carry out the
provisions of this subtitle (other than sections
681 and 682).

““(b) RESERVATIONS.—Of the amounts appro-
priated under subsection (a) for each fiscal
year, the Secretary shall reserve—

“(1) ¥= of 1 percent for carrying out section
675A (relating to payments for territories);

“(2) 1 ¥2 percent for activities authorized in
sections 678A through 678F, of which—

“(A) not less than ¥z of the amount reserved
by the Secretary under this paragraph shall be
distributed directly to local eligible entities or to
statewide organizations whose membership is
composed of eligible entities, as required under
section 678A(c) for the purpose of carrying out
activities described in section 678A; and

“(B) ¥ of the remainder of the amount re-
served by the Secretary under this paragraph
shall be used to carry out monitoring, evalua-
tion, and corrective activities described in sec-
tions 678B(c) and 678A; and

““(3) not more than 9 percent for carrying out
section 680 (relating to discretionary activities).
“SEC. 675. ESTABLISHMENT OF BLOCK GRANT

PROGRAM.

““The Secretary is authorized to establish a

community services block grant program and
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make grants through the program to States to
ameliorate the causes of poverty in communities
within the States.

“SEC. 675A. DISTRIBUTION TO TERRITORIES.

‘““(a) APPORTIONMENT.—The Secretary shall
apportion the amount reserved under section
674(b)(1)—

(1) for each fiscal year on the basis of need
among Guam, American Samoa, the United
States Virgin Islands, and the Commonwealth of
the Northern Mariana Islands; and

(2) for fiscal years ending before October 1,
2001, and subject to subsection (c), on the basis
of need among the Federated States of Microne-
sia, the Republic of the Marshall Islands, and
Palau.

“(b) APPLICATION.—Each jurisdiction to
which subsection (a) applies may receive a grant
under this subtitle for the amount apportioned
under subsection (a) on submitting to the Sec-
retary, and obtaining approval of, an applica-
tion containing provisions that describe the pro-
grams for which assistance is sought under this
subtitle, and that are consistent with the re-
quirements of section 676.

“(c) LIMITATION.—(1) Funds apportioned
under subsection (a) for the Federated States of
Micronesia, the Republic of the Marshall Is-
lands, and Palau shall be used by the Secretary
to make grants on a competitive basis, pursuant
to recommendations submitted to the Secretary
by the Pacific Region Educational Laboratory
of the Department of Education, to the Fed-
erated States of Micronesia, the Republic of the
Marshall Islands, Palau, Guam, American
Samoa, and the Commonwealth of the Northern
Mariana Islands, for the purpose of carrying
out programs in accordance with this subtitle.

““(2) Not more than 5 percent of such funds
may be used by the Secretary to compensate the
Pacific Region Educational Laboratory of the
Department of Education for administrative
costs incurred in connection with making rec-
ommendations under paragraph (1).

““(3) Notwithstanding any other provision of
law, the Federated States of Micronesia, the Re-
public of the Marshall Islands, and Palau shall
not receive any funds under this subtitle for any
fiscal year that begins after September 30, 2001.
“SEC. 675B. ALLOTMENTS AND PAYMENTS TO

STATES.

‘“(a) ALLOTMENTS IN GENERAL.—The Secretary
shall, from the amount appropriated under sec-
tion 674(a) for each fiscal year that remains
after the Secretary makes the reservations re-
quired in section 674(b), allot to each State, sub-
ject to section 677, an amount that bears the
same ratio to such remaining amount as the
amount received by the State for fiscal year 1981
under section 221 of the Economic Opportunity
Act of 1964 bore to the total amount received by
all States for fiscal year 1981 under such section,
except that no State shall receive less than ¥ of
1 percent of the amount appropriated under sec-
tion 674(a) for such fiscal year.

“(b) ALLOTMENTS IN YEARS WITH GREATER
AVAILABLE FUNDS.—

‘(1) MINIMUM ALLOTMENTS.—Subject to para-
graphs (2) and (3), if the amount appropriated
under section 674(a) for a fiscal year that re-
mains after the Secretary makes the reservations
required in section 674(b) exceeds $345,000,000,
the Secretary shall allot to each State not less
than %z of 1 percent of the amount appropriated
under section 674(a) for such fiscal year.

““(2) MAINTENANCE OF FISCAL YEAR 1990 LEV-
ELs.—Paragraph (1) shall not apply with re-
spect to a fiscal year if the amount allotted
under subsection (a) to any State for that year
is less than the amount allotted under sub-
section (a) to such State for fiscal year 1990.

““(3) MAXIMUM ALLOTMENTS.—The amount al-
lotted under paragraph (1) to a State shall be
reduced for a fiscal year, if necessary, so that
the aggregate amount allotted to such State
under such paragraph and subsection (a) does
not exceed 140 percent of the aggregate amount
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allotted to such State under the corresponding
provisions of this subtitle for the fiscal year pre-
ceding the fiscal year for which a determination
is made under this subsection.

““(c) ALLOTMENT OF ADDITIONAL FUNDS.—Not-
withstanding subsections (a) and (b), in any fis-
cal year in which the amount appropriated
under section 674(a) exceeds the amount appro-
priated under such section for fiscal year 1999,
such excess shall be allotted among the States
proportionately based on—

““(1) the number of public assistance recipients
in the respective States;

““(2) the number of unemployed individuals in
the respective States; and

““(3) the number of individuals with incomes
below the poverty line in the respective States.

“(d) PAYMENTS.—The Secretary shall make
payments to eligible States from the allotments
made under this section. The Secretary shall
make payments for the grants in accordance
with section 6503(a) of title 31, United States
Code.

““(e) DEFINITION.—For purposes of this sec-
tion, the term ‘State’ does not include Guam,
American Samoa, the United States Virgin Is-
lands, and the Commonwealth of the Northern
Mariana Islands.

“SEC. 675C. USES OF FUNDS.

““(a) GRANTS TO LOCAL ELIGIBLE ENTITIES AND
OTHER ORGANIZATIONS.—

““(1) IN GENERAL.—Not less than 90 percent of
the funds allotted to a State under section 675B
shall be used by the State to make grants for the
purposes described in section 672 to eligible enti-
ties.

““(2) OBLIGATIONAL AUTHORITY.—Funds dis-
tributed to eligible entities through grants made
in accordance with paragraph (1) for a fiscal
year shall be available for obligation during
that fiscal year and the succeeding fiscal year,
in accordance with paragraph (3).

““(3) RECAPTURE AND REDISTRIBUTION OF UN-
OBLIGATED FUNDS.—

“(A) AMOUNT.—Beginning on October 1, 2000,
a State may recapture and redistribute funds
distributed to an eligible entity through a grant
made under paragraph (1) that are unobligated
at the end of a fiscal year if such unobligated
funds exceed 20 percent of the amount so dis-
tributed to such eligible entity for such fiscal
year.

“(B) REDISTRIBUTION.—In redistributing
funds recaptured in accordance with this para-
graph, States shall redistribute such funds to an
eligible entity, or require the original recipient
of the funds to redistribute the funds to a pri-
vate, nonprofit organization, located within the
community served by the original recipient of
the funds, for activities consistent with the pur-
poses of this subtitle.

““(b) STATEWIDE ACTIVITIES.—

““(1) Use oF REMAINDER.—If a State uses less
than 100 percent of the State allotment to make
grants under subsection (a), the State shall use
the remainder of the allotment (subject to para-
graph (2)) for activities which may include—

“(A) providing training and technical assist-
ance to those entities in need of such training
and assistance;

“(B) coordinating State-operated programs
and services targeted to low-income children
and families with services provided by eligible
entities and other organizations funded under
this subtitle, including detailing appropriate em-
ployees of State or local agencies to entities
funded under this subtitle, to ensure increased
access to services provided by such State or local
agencies;

““(C) supporting statewide coordination and
communication among eligible entities;

‘(D) analyzing the distribution of funds made
available under this subtitle within the State to
determine if such funds have been targeted to
the areas of greatest need;

“(E) supporting asset-building programs for
low-income individuals, such as programs sup-
porting individual development accounts;



September 18, 1998

““(F) supporting innovative programs and ac-
tivities conducted by community action agencies
or other neighborhood-based organizations to
eliminate poverty, promote self-sufficiency, and
promote community revitalization;

““(G) supporting other activities,
with the purposes of this subtitle; and

““(H) State charity tax credits as described in
subsection (c).

““(2) ADMINISTRATIVE CAP.—No State may
spend more than the greater of $55,000, or 5 per-
cent, of the State’s allotment received under sec-
tion 675B for administrative expenses, including
monitoring activities. Funds to be spent for such
expenses shall be taken from the portion of the
State allotment that remains after the State
makes grants to eligible entities under sub-
section (a).+ The cost of activities conducted
under paragraph (1)(A) shall not be considered
to be administrative expenses.

““(c)(1) Subject to paragraph (2), if there is in
effect under State law a charity tax credit, then
the State may use for any purpose the amount
of the allotment that is available for expenditure
under subsection (b).

““(2) The aggregate amount a State may use
under paragraph (1) during a fiscal year shall
not exceed 100 percent of the revenue loss of the
State during the fiscal year that is attributable
to the charity tax credit, as determined by the
Secretary of the Treasury without regard to any
such revenue loss occurring before January 1,
1999.

““(3) For purposes of this subsection:

““(A) CHARITY TAX CREDIT.—The term ‘charity
tax credit’ means a nonrefundable credit against
State income tax (or, in the case of a State
which does not impose an income tax, a com-
parable benefit) which is allowable for contribu-
tions, in cash or in kind, to qualified charities.

““(B) QUALIFIED CHARITY.—

““(i) IN GENERAL.—The term ‘qualified charity’
means any organization—

(1) which is—

““(aa) described in section 501(c)(3) of the In-
ternal Revenue Code of 1986 and exempt from
tax under section 501(a) of such Code;

““(bb) a community action agency as defined
in the Economic Opportunity Act of 1964; or

““(cc) a public housing agency as defined in
section 3(b)(6) of the United States Housing Act
of 1937 (42 U.S.C. 1437A(b)(6));

“(I1) which is certified by the appropriate
State authority as meeting the requirements of
clauses (iii) and (iv); and

“(11) if such organization is otherwise re-
quired to file a return under section 6033 of such
Code, which elects to treat the information re-
quired to be furnished by clause (v) as being
specified in section 6033(b) of such Code.

““(if) CERTAIN CONTRIBUTIONS TO COLLECTION
ORGANIZATIONS TREATED AS CONTRIBUTIONS TO
QUALIFIED CHARITY.—

“(1) IN GENERAL.—A contribution to a collec-
tion organization shall be treated as a contribu-
tion to a qualified charity if the donor des-
ignates in writing that the contribution is for
the qualified charity.

“(I1) COLLECTION ORGANIZATION.—The term
‘collection organization’ means an organization
described in section 501(c)(3) of such Code and
exempt from tax under section 501(a) of such
Code—

‘““(aa) which solicits and collects gifts and
grants which, by agreement, are distributed to
qualified charities described in clause (i);

““(bb) which distributes to qualified charities
described in clause (i) at least 90 percent of the
gifts and grants it receives that are designated
for such qualified charities; and

““(cc) which meets the requirements of clause
(vi).

“(iii) CHARITY MUST PRIMARILY ASSIST POOR
INDIVIDUALS.—

“(I) IN GENERAL.—AN organization meets the
requirements of this clause only if the appro-
priate State authority reasonably expects that
the predominant activity of such organization

consistent
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will be the provision of direct services within the
United States to individuals and families whose
annual incomes generally do not exceed 185 per-
cent of the official poverty line (as defined by
the Office of Management and Budget) in order
to prevent or alleviate poverty among such indi-
viduals and families.

““(I1) NO RECORDKEEPING IN CERTAIN CASES.—
An organization shall not be required to estab-
lish or maintain records with respect to the in-
comes of individuals and families for purposes of
subclause (1) if such individuals or families are
members of groups which are generally recog-
nized as including substantially only individ-
uals and families described in subclause ().

“(I11) FooD AID AND HOMELESS SHELTERS.—
Except as otherwise provided by the appropriate
State authority, for purposes of subclause (1),
services to individuals in the form of—

‘‘(aa) donations of food or meals; or

““(bb) temporary shelter to homeless individ-
uals;

shall be treated as provided to individuals de-
scribed in subclause (1) if the location and oper-
ation of such services are such that the service
provider may reasonably conclude that the
beneficiaries of such services are predominantly
individuals described in subclause (1).

““(iv) MINIMUM EXPENSE REQUIREMENT.—

“(I) IN GENERAL.—AnN organization meets the
requirements of this clause only if the appro-
priate State authority reasonably expects that
the annual poverty program expenses of such
organization will not be less than 75 percent of
the annual aggregate expenses of such organi-
zation.

“(I1) POVERTY PROGRAM EXPENSE.—For pur-
poses of subclause (1)—

‘““(aa) IN GENERAL.—The term ‘poverty pro-
gram expense’ means any expense in providing
program services referred to in clause (iii).

““(bb) EXCEPTIONS.—Such term shall not in-
clude any management or general expense, any
expense for the purpose of influencing legisla-
tion (as defined in section 4911(d) of the Inter-
nal Revenue Code of 1986), any expense for the
purpose of fundraising, any expense for a legal
service provided on behalf of any individual re-
ferred to in clause (iii), any expense for provid-
ing tuition assistance relating to compulsory
school attendance, and any expense which con-
sists of a payment to an affiliate of the organi-
zation.

““(v) REPORTING REQUIREMENT.—The informa-
tion required to be furnished under this clause
is—

“(i) the percentages determined by dividing
the following categories of the organization’s
expenses for the year by its total expenses for
the year: program services, management ex-
penses, general expenses, fundraising expenses,
and payments to affiliates; and

“(ii) the category or categories (including
food, shelter, education, substance abuse, job
training, or otherwise) of services which con-
stitute its predominant activities.

‘““(vi) ADDITIONAL REQUIREMENTS FOR COLLEC-
TION ORGANIZATIONS.—The requirements of this
clause are met if the organization—

“() maintains separate accounting for reve-
nues and expenses; and

“(11) makes available to the public its admin-
istrative and fundraising costs and information
as to the organizations receiving funds from it
and the amount of such funds.

‘“(vii) SPECIAL RULE FOR STATES REQUIRING
TAX UNIFORMITY.—In the case of a State—

“(1) which has a constitutional requirement of
tax uniformity; and

“(I11) which, as of December 31, 1997, imposed
a tax on personal income with—

‘“(aa) a single flat rate applicable to all
earned and unearned income (except insofar as
any amount is not taxed pursuant to tax for-
giveness provisions); and

““(bb) no generally available exemptions or de-
ductions to individuals;
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the requirement of paragraph (2) shall be treat-
ed as met if the amount of the credit is limited
to a uniform percentage (but not greater than 25
percent) of State personal income tax liability
(determined without regard to credits).

““(4) No part of the aggregate amount a State
uses under paragraph (1) may be used to sup-
plant non-Federal funds that would be avail-
able, in the absence of Federal funds, to offset
a revenue loss of the State attributable to a
charity tax credit.

“SEC. 676. APPLICATION AND PLAN.

‘‘(a) DESIGNATION OF LEAD AGENCY.—

‘(1) DESIGNATION.—The chief executive officer
of a State desiring to receive an allotment under
this subtitle shall designate, in an application
submitted to the Secretary under subsection (b),
an appropriate State agency that complies with
the requirements of paragraph (2) to act as a
lead agency for purposes of carrying out State
activities under this subtitle.

““(2) DuTIES.—The lead agency shall—

““(A) develop the State plan to be submitted to
the Secretary under subsection (b);

“(B) in conjunction with the development of
the State plan as required under subsection (b),
hold at least 1 hearing in the State with suffi-
cient time and statewide distribution of notice of
such hearing, to provide to the public an oppor-
tunity to comment on the proposed use and dis-
tribution of funds to be provided through the al-
lotment for the period covered by the State plan;
and

““(C) conduct reviews of eligible entities under
section 678B.

““(3) LEGISLATIVE HEARING.—The State shall
hold at least 1 legislative hearing every 3 years
in conjunction with the development of the
State plan.

““(b) STATE APPLICATION AND PLAN.—Begin-
ning with fiscal year 2000, to be eligible to re-
ceive an allotment under this subtitle, a State
shall prepare and submit to the Secretary an ap-
plication and State plan covering a period of
not less than 1 fiscal year and not more than 2
fiscal years. The plan shall be submitted not
later than 30 days prior to the beginning of the
first fiscal year covered by the plan, and shall
contain such information as the Secretary shall
require, including—

““(1) an assurance that funds made available
through the allotment will be used to support
activities that are designed to assist low-income
families and individuals, including families and
individuals receiving assistance under title 1V of
the Social Security Act, homeless families and
individuals, migrant or seasonal farmworkers,
and elderly low-income individuals and families,
and a description of how such activities will en-
able the families and individuals—

““(A) to remove obstacles and solve problems
that block the achievement of self-sufficiency
(particularly for families and individuals who
are attempting to transition off a State program
carried out under title IV of the Social Security
Act);

““(B) to secure and retain meaningful employ-
ment;

“(C) to attain an adequate education with
particular attention toward improving literacy
skills of the low-income families in the commu-
nity, which may include family literacy initia-
tives;

‘(D) to make better use of available income;

““(E) to obtain and maintain adequate housing
and a suitable living environment;

“(F) to obtain emergency assistance through
loans, grants, or other means to meet immediate
and urgent individual and family needs;

“(G) to achieve greater participation in the
affairs of the community, including activities
that strengthen and improve the relationship
with local law enforcement agencies, which may
include activities such as neighborhood or com-
munity policing efforts;

““(H) to address the needs of youth in low-in-
come communities through youth development
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programs that support the primary role of the
family, give priority to prevention of youth
problems and crime, promote increased commu-
nity coordination and collaboration in meeting
the needs of youth, and support development
and expansion of innovative community-based
youth development programs, which may in-
clude after-school child care programs; and

“(1) to make more effective use of, and to co-
ordinate with, other programs related to the
purposes of this subtitle (including State welfare
reform efforts);

““(2) a description of how the State intends to
use discretionary funds made available from the
remainder of the allotment described in section
675C(b) in accordance with this subtitle, includ-
ing a description of how the State will support
innovative community and neighborhood-based
initiatives related to the purposes of this sub-
title;

““(3) based on information provided by eligible
entities in the State, a description of—

“(A) the service delivery system, for services
provided or coordinated with funds made avail-
able through the allotment, targeted to low-in-
come individuals and families in communities
within the State;

““(B) a description of how linkages will be de-
veloped to fill identified gaps in the services,
through the provision of information, referrals,
case management, and followup consultations;

““(C) a description of how funds made avail-
able through the allotment will be coordinated
with other public and private resources; and

‘(D) a description of how the funds will be
used to support innovative community and
neighborhood-based initiatives related to the
purposes of this subtitle which may include fa-
therhood and other initiatives with the goal of
strengthening families and encouraging paren-
tal responsibility;

““(4) an assurance that local eligible entities in
the State will provide, on an emergency basis,
for the provision of such supplies and services,
nutritious foods, and related services, as may be
necessary to counteract conditions of starvation
and malnutrition among low-income individ-
uals;

““(5) an assurance that the State and the local
eligible entities in the State will coordinate, and
establish linkages between, governmental and
other social services programs to assure the ef-
fective delivery of such services to low-income
individuals and to avoid duplication of such
services (including a description of how the
State and the local eligible entities will coordi-
nate with State and local workforce investment
systems in the provision of employment and
training services in the State and in local com-
munities);

““(6) an assurance that the State will ensure
coordination between antipoverty programs in
each community, and ensure, where appro-
priate, that emergency energy crisis intervention
programs under title XXVI (relating to low-in-
come home energy assistance) are conducted in
such community;

“(7) an assurance that the State will permit
and cooperate with Federal investigations un-
dertaken in accordance with section 678D;

““(8) an assurance that any eligible entity that
received funding in the previous fiscal year
under this subtitle will not have its funding ter-
minated under this subtitle, or reduced below
the proportional share of funding the entity re-
ceived in the previous fiscal year unless, after
providing notice and an opportunity for a hear-
ing on the record, the State determines that
cause exists for such termination or such reduc-
tion, subject to review by the Secretary as pro-
vided in section 678C(b);

““(9) an assurance that local eligible entities in
the State will, to the maximum extent possible,
coordinate programs with and form partnerships
with other organizations serving low-income
residents of the communities and members of the
groups served by the State, including faith-
based organizations, charitable groups, and
community organizations;
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“(10) an assurance that the State will require
each eligible entity to establish procedures
under which a low-income individual, commu-
nity organization, or faith-based organization,
or representative of low-income individuals that
considers its organization, or low-income indi-
viduals, to be inadequately represented on the
board (or other mechanism) of the eligible entity
to petition for adequate representation;

‘“(11) an assurance that the State will secure
from each eligible entity, as a condition to re-
ceipt of funding by the entity under this subtitle
for a program, a community action plan (which
shall be submitted to the Secretary, at the re-
quest of the Secretary, with the State plan) that
includes a community-needs assessment for the
community served, which may be coordinated
with community-needs assessments conducted
for other programs;

““(12) an assurance that the State and all eli-
gible entities in the State will, not later than fis-
cal year 2001, participate in the Results Ori-
ented Management and Accountability System,
another performance measure system established
pursuant to section 678E(b), or an alternative
system for measuring performance and results
that meets the requirements of that section, and
a description of outcome measures to be used to
measure eligible entity performance in promot-
ing self-sufficiency, family stability, and com-
munity revitalization; and

““(13) information describing how the State
will carry out the assurances described in this
subsection.

‘() FUNDING TERMINATION OR REDUCTIONS.—
For purposes of making a determination in ac-
cordance with subsection (b)(8) with respect to—

‘(1) a funding reduction, the term ‘cause’ in-
cludes—

““(A) a statewide redistribution of funds pro-
vided under this subtitle to respond to—

(i) the results of the most recently available
census or other appropriate data;

“(ii) the designation of a new eligible entity;
or

‘“(iii) severe economic dislocation; or

““(B) the failure of an eligible entity to comply
with the terms of an agreement to provide serv-
ices under this subtitle; and

““(2) a termination, the term ‘cause’ includes
the material failure of an eligible entity to com-
ply with the terms of such an agreement and the
State plan to provide services under this subtitle
or the consistent failure of the entity to achieve
performance measures as determined by the
State.

““(d) PROCEDURES AND INFORMATION.—The
Secretary may prescribe procedures only for the
purpose of assessing the effectiveness of eligible
entities in carrying out the purposes of this sub-
title.

‘““(e) REVISIONS AND INSPECTION.—

‘(1) ReVISIONS.—The chief executive officer of
each State may revise any plan prepared under
this section and shall submit the revised plan to
the Secretary.

““(2) PuBLIC INSPECTION.—Each plan or re-
vised plan prepared under this section shall be
made available for public inspection within the
State in such a manner as will facilitate review
of, and comment on, the plan.

“SEC. 676A. DESIGNATION AND REDESIGNATION
OF ELIGIBLE ENTITIES IN
UNSERVED AREAS.

‘“(2) QUALIFIED ORGANIZATION IN OR NEAR
AREA.—

““(1) IN GENERAL.—If any geographic area of a
State is not, or ceases to be, served by an eligible
entity under this subtitle, and if the chief execu-
tive officer of the State decides to serve such
area, the chief executive officer may solicit ap-
plications from, and designate as an eligible en-
tity—

““(A) a private nonprofit eligible entity located
in an area contiguous to or within reasonable
proximity of the unserved area that is already
providing related services in the unserved area;
or
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“(B) a private nonprofit organization that is
geographically located in the unserved area that
is capable of providing a broad range of services
designed to eliminate poverty and foster self-suf-
ficiency and that meets the requirements of this
subtitle.

““(2) REQUIREMENT.—In order to serve as the
eligible entity for the area, an entity described
in paragraph (1)(B) shall agree to add addi-
tional members to the board of the entity to en-
sure adequate representation—

“(A) in each of the 3 required categories de-
scribed in subparagraphs (A), (B), and (C) of
section 676B(a)(2), by members that reside in the
community comprised by the unserved area; and

“(B) in the category described in section
676B(a)(2), by members that reside in the neigh-
borhood served.

““(b) SPECIAL CONSIDERATION.—In designating
an eligible entity under subsection (a), the chief
executive officer shall grant the designation to
an organization of demonstrated effectiveness in
meeting the goals and purposes of this subtitle
and may give priority, in granting the designa-
tion, to local eligible entities that are already
providing related services in the unserved area,
consistent with the needs identified by a com-
munity-needs assessment.

““(c) NO QUALIFIED ORGANIZATION IN OR NEAR
AREA.—If no private, nonprofit organization is
identified or determined to be qualified under
subsection (a) to serve the unserved area as an
eligible entity the chief executive officer may
designate an appropriate political subdivision of
the State to serve as an eligible entity for the
area. In order to serve as the eligible entity for
that area, the political subdivision shall have a
board or other mechanism as required in section
676B(b).

“SEC. 676B. TRIPARTITE BOARDS.

““(a) PRIVATE NONPROFIT ENTITIES.—

““(1) BoARD.—In order for a private, nonprofit
entity to be considered to be an eligible entity
for purposes of section 673(1), the entity shall
administer the community services block grant
program through a tripartite board described in
paragraph (2) that fully participates in the de-
velopment and implementation of the program to
serve low-income communities or groups.

““(2) SELECTION AND COMPOSITION OF BOARD.—
The members of the board referred to in para-
graph (1) shall be selected by the entity and the
board shall be composed so as to assure that—

““(A) ¥s of the members of the board are elect-
ed public officials, holding office on the date of
selection, or their representatives, except that if
the number of elected officials reasonably avail-
able and willing to serve on the board is less
than ¥ of the membership of the board, member-
ship on the board of appointive public officials
or their representatives may be counted in meet-
ing such ¥ requirement;

““(B) not fewer than ¥s of the members are per-
sons chosen in accordance with democratic se-
lection procedures adequate to assure that these
members are representative of low-income indi-
viduals and families in the neighborhood served;

“(C) the remainder of the members are offi-
cials or members of business, industry, labor, re-
ligious, law enforcement, education, or other
major groups and interests in the community
served; and

‘(D) each representative of low-income indi-
viduals and families selected to represent a spe-
cific neighborhood within a community under
subparagraph (B) resides in the neighborhood
represented by the member.

““(b) PuBLIC ORGANIZATIONS.—In order for a
public organization to be considered to be an eli-
gible entity for purposes of section 673(1), the
entity shall administer the community services
block grant program through—

““(1) a tripartite board, which shall have mem-
bers selected by the organization and shall be
composed so as to assure that not fewer than ¥
of the members are persons chosen in accord-
ance with democratic selection procedures ade-
guate to assure that these members—
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““(A) are representative of low-income individ-
uals and families in the neighborhood served;

““(B) reside in the neighborhood served; and

“(C) are able to participate actively in the
planning and implementation of programs fund-
ed under this subtitle; or

““(2) another mechanism specified by the State
to assure decisionmaking and participation by
low-income individuals in the planning, admin-
istration, and evaluation of programs funded
under this subtitle.

“SEC. 677. PAYMENTS TO INDIAN TRIBES.

““(a) RESERVATION.—If, with respect to any
State, the Secretary—

““(1) receives a request from the governing
body of an Indian tribe or tribal organization
within the State that assistance under this sub-
title be made directly to such tribe or organiza-
tion; and

““(2) determines that the members of such tribe
or tribal organization would be better served by
means of grants made directly to provide bene-
fits under this subtitle,
the Secretary shall reserve from amounts that
would otherwise be allotted to such State under
section 675B for the fiscal year the amount de-
termined under subsection (b).

*‘(b) DETERMINATION OF RESERVED AMOUNT.—
The Secretary shall reserve for the purpose of
subsection (a) from amounts that would other-
wise be allotted to such State, not less than 100
percent of an amount that bears the same ratio
to the State allotment for the fiscal year in-
volved as the population of all eligible Indians
for whom a determination has been made under
subsection (a) bears to the population of all in-
dividuals eligible for assistance under this sub-
title in such State.

““(c) AWARDS.—The sums reserved by the Sec-
retary on the basis of a determination made
under subsection (a) shall be made available by
grant to the Indian tribe or tribal organization
serving the individuals for whom such a deter-
mination has been made.

““(d) PLAN.—In order for an Indian tribe or
tribal organization to be eligible for a grant
award for a fiscal year under this section, the
tribe or organization shall submit to the Sec-
retary a plan for such fiscal year that meets
such criteria as the Secretary may prescribe by
regulation.

“‘(e) DEFINITIONS.—In this section:

““(1) INDIAN TRIBE; TRIBAL ORGANIZATION.—
The terms ‘Indian tribe’ and ‘tribal organiza-
tion’ mean a tribe, band, or other organized
group of Indians recognized in the State in
which the tribe, band, or group resides, or con-
sidered by the Secretary of the Interior, to be an
Indian tribe or an Indian organization for any
purpose.

““(2) INDIAN.—The term ‘Indian’ means a mem-
ber of an Indian tribe or of a tribal organiza-
tion.

“SEC. 678. OFFICE OF COMMUNITY SERVICES.

““(a) OFFICE.—The Secretary shall carry out
the functions of this subtitle through an Office
of Community Services, which shall be estab-
lished in the Department of Health and Human
Services. The Office shall be headed by a Direc-
tor.

“(b) GRANTS, CONTRACTS, COOPERATIVE
AGREEMENTS.—The Secretary shall carry out
functions of this subtitle through grants, con-
tracts, or cooperative agreements.

“SEC. 678A. TRAINING AND TECHNICAL ASSIST-
ANCE.

““(a) ACTIVITIES.—The Secretary shall use the
amounts reserved in section 674(b)(2) for train-
ing, technical assistance, planning, evaluation,
performance measurement, corrective action ac-
tivities (to correct programmatic deficiencies of
eligible entities), reporting, and data collection
activities related to programs carried out under
this subtitle, and in accordance with subsection
(c). Training and technical assistance activities
may be carried out by the Secretary through
grants, contracts, or cooperative agreements
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with eligible entities or with organizations or as-
sociations whose membership is composed of eli-
gible entities or agencies that administer pro-
grams for eligible entities.

““(b) PROCESS.—The process for determining
the training and technical assistance to be car-
ried out under this section shall—

““(1) ensure that the needs of eligible entities
and programs relating to improving program
quality, including financial management prac-
tices, are addressed to the maximum extent fea-
sible; and

““(2) incorporate mechanisms to ensure respon-
siveness to local needs, including an ongoing
procedure for obtaining input from the national
and State network of eligible entities.

‘“(c) DISTRIBUTION REQUIREMENT.—Of the
amounts reserved under section 674(b)(2) for ac-
tivities to be carried out under this section, not
less than ¥z of such amounts shall be distributed
directly to local eligible entities or to statewide
organizations whose membership is composed of
eligible entities for the purpose of improving
program quality (including financial manage-
ment practices), management information and
reporting systems, measurement of program re-
sults, and for the purpose of ensuring respon-
siveness to local neighborhood needs.

“SEC. 678B. MONITORING OF ELIGIBLE ENTITIES.

““(@) IN GENERAL.—INn order to determine
whether eligible entities meet the performance
goals, administrative standards, financial man-
agement requirements, and other requirements
of a State, the State shall conduct the following
reviews of eligible entities:

““(1) A full onsite review of each such entity at
least once during each 3-year period.

““(2) An onsite review of each newly des-
ignated entity immediately after the completion
of the first year in which such entity receives
funds through the community services block
grant program.

““(3) Followup reviews including prompt re-
turn visits to eligible entities, and their pro-
grams, that fail to meet the goals, standards,
and requirements established by the State.

‘“(4) Other reviews as appropriate, including
reviews of entities with programs that have had
other Federal, State, or local grants terminated
for cause.

““(b) REQUESTS.—The State may request train-
ing and technical assistance from the Secretary
as needed to comply with the requirements of
this section.

‘“(c) EVALUATIONS BY THE SECRETARY.—The
Secretary shall conduct in several States in each
fiscal year evaluations and investigations of the
use of funds received by the States under this
subtitle in order to evaluate compliance with the
provisions of this subtitle, and especially with
respect to compliance with subsection (b) of sec-
tion 676. A report of such evaluations, together
with recommendations of improvements designed
to enhance the benefit and impact to people in
need, shall be sent to each State evaluated.
Upon receiving the report the State shall submit
a plan of action in response to the recommenda-
tions contained in the report. The results of the
evaluations shall be submitted annually to the
Chairman of the Committee on Education and
the Workforce of the House of Representatives
and the Chairman of the Committee on Labor
and Human Resources of the Senate as part of
the report submitted by the Secretary in accord-
ance with section 678E(b)(2).

“SEC. 678C. CORRECTIVE ACTION; TERMINATION
AND REDUCTION OF FUNDING.

‘“(a) DETERMINATION.—If the State deter-
mines, on the basis of a review pursuant to sub-
section 678B, that an eligible entity materially
fails to comply with the terms of an agreement,
or the State plan, to provide services under this
subtitle or to meet appropriate standards, goals,
and other requirements established by the State
(including performance objectives), the State
shall—

““(1) inform the entity of the deficiency to be
corrected;
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““(2) require the entity to correct the defi-
ciency;

“(3)(A) offer training and technical assist-
ance, if appropriate, to help correct the defi-
ciency, and prepare and submit to the Secretary
a report describing the training and technical
assistance offered; or

““(B) if the State determines that such training
and technical assistance are not appropriate,
prepare and submit to the Secretary a report
stating the reasons for the determination;

“(4)(A) at the discretion of the State (taking
into account the seriousness of the deficiency
and the time reasonably required to correct the
deficiency), allow the entity to develop and im-
plement, within 60 days after being informed of
the deficiency, a quality improvement plan to
correct such deficiency within a reasonable pe-
riod of time, as determined by the State; and

“(B) not later than 30 days after receiving
from an eligible entity a proposed quality im-
provement plan pursuant to subparagraph (A),
either approve such proposed plan or specify the
reasons why the proposed plan cannot be ap-
proved; and

““(5) after providing adequate notice and an
opportunity for a hearing, initiate proceedings
to terminate the designation of or reduce the
funding under this subtitle of the eligible entity
unless the entity corrects the deficiency.

“(b) REVIEW.—A determination to terminate
the designation or reduce the funding of an eli-
gible entity is reviewable by the Secretary. The
Secretary shall, upon request, review such a de-
termination. The review shall be completed not
later than 120 days after the determination to
terminate the designation or reduce the funding.
If the review is not completed within 120 days,
the determination of the State shall become final
at the end of the 120th day.

‘“(c) DIRECT ASSISTANCE.—Whenever a State
violates the assurances contained in section
676(b)(8) and terminates or reduces the funding
of an eligible entity prior to the completion of
the State’s hearing and the Secretary’s review
as required in subsection (b), the Secretary shall
assume responsibility for providing financial as-
sistance to the eligible entity affected until the
violation is corrected. In such case, the allot-
ment for the State shall be reduced by an
amount equal to the funds provided under this
subsection to such eligible entity.

“SEC. 678D. FISCAL CONTROLS, AUDITS, AND
WITHHOLDING.

““(a) F1sCAL CONTROLS, PROCEDURES, AUDITS,
AND INSPECTIONS.—

““(1) IN GENERAL.—A State that receives funds
under this subtitle shall—

“(A) establish fiscal control and fund ac-
counting procedures necessary to assure the
proper disbursal of and accounting for Federal
funds paid to the State under this subtitle, in-
cluding procedures for monitoring the funds
provided under this subtitle;

“(B) ensure that cost and accounting stand-
ards of the Office of Management and Budget
apply to a recipient of funds under this subtitle;

““(C) prepare, at least every year in accord-
ance with paragraph (2) an audit of the expend-
itures of the State of amounts received under
this subtitle and amounts transferred to carry
out the purposes of this subtitle; and

‘(D) make appropriate books, documents, pa-
pers, and records available to the Secretary and
the Comptroller General of the United States, or
any of their duly authorized representatives, for
examination, copying, or mechanical reproduc-
tion on or off the premises of the appropriate
entity upon a reasonable request for the items.

“(2) AupITs.—Each audit required by sub-
section (a)(1)(C) shall be conducted by an entity
independent of any agency administering activi-
ties or services carried out under this subtitle
and shall be conducted in accordance with gen-
erally accepted accounting principles. Within 30
days after the completion of each such audit in
a State, the chief executive officer of the State
shall submit a copy of such audit to any eligible
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entity that was the subject of the audit at no
charge, to the legislature of the State, and to
the Secretary.

““(3) REPAYMENTS.—The State shall repay to
the United States amounts found not to have
been expended in accordance with this subtitle
or the Secretary may offset such amounts
against any other amount to which the State is
or may become entitled under this subtitle.

““(b) WITHHOLDING.—

““(1) IN GENERAL.—The Secretary shall, after
providing adequate notice and an opportunity
for a hearing conducted within the affected
State, withhold funds from any State that does
not utilize the State allotment substantially in
accordance with the provisions of this subtitle,
including the assurances such State provided
under section 676.

““(2) RESPONSE TO COMPLAINTS.—The Sec-
retary shall respond in an expeditious and
speedy manner to complaints of a substantial or
serious nature that a State has failed to use
funds in accordance with the provisions of this
subtitle, including the assurances provided by
the State under section 676. For purposes of this
paragraph, a complaint of a failure to meet any
1 of the assurances provided under section 676
that constitutes disregarding that assurance
shall be considered to be a complaint of a seri-
ous nature.

““(3) INVESTIGATIONS.—Whenever the Sec-
retary determines that there is a pattern of com-
plaints of failures described in paragraph (2)
from any State in any fiscal year, the Secretary
shall conduct an investigation of the use of
funds received under this subtitle by such State
in order to ensure compliance with the provi-
sions of this subtitle.

“SEC. 678E. ACCOUNTABILITY AND REPORTING
REQUIREMENTS.

‘““(a) STATE ACCOUNTABILITY AND REPORTING
REQUIREMENTS.—

‘(1) PERFORMANCE MEASUREMENT.—

“(A) IN GENERAL.—By October 1, 2001, each
State that receives funds under this subtitle
shall participate, and shall ensure that all eligi-
ble entities in the State participate, in a per-
formance measurement system, which may be a
performance measurement system established by
the Secretary pursuant to subsection (b), or an
alternative system that meets the requirements
of subsection (b).

““(B) LOCAL AGENCIES.—The State may elect to
have local agencies who are subcontractors of
the eligible entities under this subtitle partici-
pate in the performance measurement system. If
the State makes that election, references in this
section to eligible entities shall be considered to
include the local agencies.

““(2) ANNUAL REPORT.—Each State shall annu-
ally prepare and submit to the Secretary a re-
port on the measured performance of the State
and the eligible entities in the State. Each State
shall also include in the report an accounting of
the expenditure of funds received by the State
through the community services block grant pro-
gram, including an accounting of funds spent
on indirect services or administrative costs by
the State and the eligible entities, and funds
spent by eligible entities on the direct delivery of
local services, and shall include information on
the number of and characteristics of clients
served under this subtitle in the State, based on
data collected from the eligible entities. The
State shall also include in the report a summary
describing the training and technical assistance
offered by the State under section 678C(a)(3)
during the year covered by the report.

““(b) SECRETARY’S ACCOUNTABILITY AND RE-
PORTING REQUIREMENTS.—

““(1) PERFORMANCE MEASUREMENT.—The Sec-
retary, in collaboration with the States and
with eligible entities throughout the Nation,
shall facilitate the development of 1 or more
model performance measurement systems, which
may be used by the States and by eligible enti-
ties to measure their performance in carrying
out the requirements of this subtitle and in
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achieving the goals of their community action
plans. The Secretary shall provide technical as-
sistance, including support for the enhancement
of electronic data systems, to States and to eligi-
ble entities to enhance their capability to collect
and report data for such a system and to aid in
their participation in such a system.

““(2) REPORTING REQUIREMENTS.—At the end
of each fiscal year beginning after September 30,
1999, the Secretary shall, directly or by grant or
contract, prepare a report containing—

“(A) a summary of the planned use of funds
by each State, and the eligible entities in the
State, under the community services block grant
program, as contained in each State plan sub-
mitted pursuant to section 676;

““(B) a description of how funds were actually
spent by the State and eligible entities in the
State, including a breakdown of funds spent on
indirect services or administrative costs and on
the direct delivery of local services by eligible
entities;

““(C) information on the number of entities eli-
gible for funds under this subtitle, the number
of low-income persons served under this subtitle,
and such demographic data on the low-income
populations served by eligible entities as is de-
termined by the Secretary to be feasible;

‘“(D) a comparison of the planned uses of
funds for each State and the actual uses of the
funds;

“(E) a summary of each State’s performance
results, and the results for the eligible entities,
as collected and submitted by the States in ac-
cordance with subsection (a)(2); and

““(F) any additional information that the Sec-
retary considers to be appropriate to carry out
this subtitle, if the Secretary informs the States
of the need for such additional information and
allows a reasonable period of time prior to the
start of the fiscal year for the States to collect
and provide the information.

““(3) SuBMISsSION.—The Secretary shall submit
to the Committee on Education and the Work-
force of the House of Representatives and the
Committee on Labor and Human Resources of
the Senate the report described in paragraph
(2), and any comments the Secretary may have
with respect to such report. The report shall in-
clude definitions of direct, indirect, and admin-
istrative costs used by the Department of Health
and Human Services for programs funded under
this subtitle.

*“(4) CosTs.—Of the funds reserved under sec-
tion 674(b)(3), not more than $350,000 shall be
available to carry out the reporting require-
ments contained in paragraph (2).

“SEC. 678F. LIMITATIONS ON USE OF FUNDS.

‘‘(a) CONSTRUCTION OF FACILITIES.—

“(1) LIMITATIONS.—Except as provided in
paragraph (2), grants made under this subtitle
(other than amounts reserved under section
674(b)(3)) may not be used by the State, or by
any other person with which the State makes
arrangements to carry out the purposes of this
subtitle, for the purchase or improvement of
land, or the purchase, construction, or perma-
nent improvement (other than low-cost residen-
tial weatherization or other energy-related home
repairs) of any building or other facility.

““(2) WAIVER.—The Secretary may waive the
limitation contained in paragraph (1) upon a
State request for such a waiver, if the Secretary
finds that the request describes extraordinary
circumstances to justify the purchase of land or
the construction of facilities (or the making of
permanent improvements) and that permitting
the waiver will contribute to the ability of the
State to carry out the purposes of this subtitle.

““(b) POLITICAL ACTIVITIES.—

““(1) TREATMENT AS A STATE OR LOCAL AGEN-
cy.—For purposes of chapter 15 of title 5, United
States Code, any entity that assumes respon-
sibility for planning, developing, and coordinat-
ing activities under this subtitle and receives as-
sistance under this subtitle shall be deemed to be
a State or local agency. For purposes of para-
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graphs (1) and (2) of section 1502(a) of such
title, any entity receiving assistance under this
subtitle shall be deemed to be a State or local
agency.

““(2) PROHIBITIONS.—Programs assisted under
this subtitle shall not be carried on in a manner
involving the use of program funds, the provi-
sion of services, or the employment or assign-
ment of personnel, in a manner supporting or
resulting in the identification of such programs
with—

““(A) any partisan or nonpartisan political ac-
tivity or any political activity associated with a
candidate, or contending faction or group, in an
election for public or party office;

““(B) any activity to provide voters or prospec-
tive voters with transportation to the polls or
similar assistance in connection with any such
election; or

““(C) any voter registration activity.

““(3) RULES AND REGULATIONS.—The Secretary,
after consultation with the Office of Personnel
Management, shall issue rules and regulations
to provide for the enforcement of this sub-
section, which shall include provisions for sum-
mary suspension of assistance or other action
necessary to permit enforcement on an emer-
gency basis.

““(c) NONDISCRIMINATION.—

““(1) IN GENERAL.—No person shall, on the
basis of race, color, religion, national origin, or
sex be excluded from participation in, be denied
the benefits of, or be subjected to discrimination
under, any program or activity funded in whole
or in part with funds made available under this
subtitle. Any prohibition against discrimination
on the basis of age under the Age Discrimina-
tion Act of 1975 (42 U.S.C. 6101 et seq.) or with
respect to an otherwise qualified individual with
a disability as provided in section 504 of the Re-
habilitation Act of 1973 (29 U.S.C. 794) or title 11
of the Americans with Disabilities Act of 1990 (42
U.S.C. 12131 et seq.) shall also apply to any
such program or activity.

““(2) ACTION OF SECRETARY.—Whenever the
Secretary determines that a State that has re-
ceived a payment under this subtitle has failed
to comply with paragraph (1) or an applicable
regulation, the Secretary shall notify the chief
executive officer of the State and shall request
that the officer secure compliance. If within a
reasonable period of time, not to exceed 60 days,
the chief executive officer fails or refuses to se-
cure compliance, the Secretary is authorized
to

“(A) refer the matter to the Attorney General
with a recommendation that an appropriate
civil action be instituted;

“(B) exercise the powers and functions pro-
vided by title VI of the Civil Rights Act of 1964
(42 U.S.C. 2000d et seq.), the Age Discrimination
Act of 1975 (42 U.S.C. 6101 et seq.), or section 504
of the Rehabilitation Act of 1973 (29 U.S.C. 794),
as may be applicable; or

““(C) take such other action as may be pro-
vided by law.

““(3) ACTION OF ATTORNEY GENERAL.—When a
matter is referred to the Attorney General pur-
suant to paragraph (2), or whenever the Attor-
ney General has reason to believe that the State
is engaged in a pattern or practice of discrimi-
nation in violation of the provisions of this sub-
section, the Attorney General may bring a civil
action in any appropriate United States district
court for such relief as may be appropriate, in-
cluding injunctive relief.

“SEC. 679. OPERATIONAL RULE.

““(a) FAITH-BASED ORGANIZATIONS INCLUDED
As NONGOVERNMENTAL PROVIDERS.—For any
program carried out by the Federal Government,
or by a State or local government under this
subtitle, the government shall consider, on the
same basis as other nongovernmental organiza-
tions, faith-based organizations to provide the
assistance under the program, so long as the
program is implemented in a manner consistent
with the Establishment Clause of the first
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amendment to the Constitution. Neither the
Federal Government nor a State or local govern-
ment receiving funds under this subtitle shall
discriminate against an organization that pro-
vides assistance under, or applies to provide as-
sistance under, this subtitle, on the basis that
the organization has a faith-based character.

““(b) ADDITIONAL SAFEGUARDS.—Neither the
Federal Government nor a State or local govern-
ment shall require a faith-based organization to
remove religious art, icons, scripture, or other
symbols in order to be eligible to provide assist-
ance under a program described in subsection
(a).
““(c) LIMITATIONS ON USE OF FUNDS FOR CER-
TAIN PURPOSES.—No funds provided to a faith-
based organization to provide assistance under
any program described in subsection (a) shall be
expended for sectarian worship, instruction, or
proselytization.

*‘(d) FISCAL ACCOUNTABILITY.—

““(1) IN GENERAL.—Except as provided in para-
graph (2), any faith-based organization provid-
ing assistance under any program described in
subsection (a) shall be subject to the same regu-
lations as other nongovernmental organizations
to account in accord with generally accepted ac-
counting principles for the use of such funds
provided under such program.

“(2) LIMITED AUDIT.—Such organization shall
segregate government funds provided under
such program into a separate account. Only the
government funds shall be subject to audit by
the government.

“SEC. 680. DISCRETIONARY AUTHORITY OF THE
SECRETARY.

““(@) GRANTS, CONTRACTS,
LOANS, AND GUARANTEES.—

““(1) IN GENERAL.—The Secretary shall, from
funds reserved under section 674(b)(3), make
grants, loans, or guarantees to States and public
agencies and private, nonprofit organizations,
or enter into contracts or jointly financed coop-
erative arrangements with States and public
agencies and private, nonprofit organizations
(and for-profit organizations, to the extent spec-
ified in (2)(E)) for each of the objectives de-
scribed in paragraphs (2) through (4).

*“(2) COMMUNITY ECONOMIC DEVELOPMENT.—

““(A) ECONOMIC DEVELOPMENT ACTIVITIES.—
The Secretary shall make grants described in
paragraph (1) on a competitive basis to private,
non-profit organizations that are community de-
velopment corporations to provide technical and
financial assistance for economic development
activities designed to address the economic
needs of low-income individuals and families by
creating employment and business development
opportunities.

““(B) CONSULTATION.—The Secretary shall ex-
ercise the authority provided under subpara-
graph (A) after consultation with other relevant
Federal officials.

““(C) GOVERNING BOARDS.—For a community
development corporation to receive funds to
carry out this paragraph, the corporation shall
be governed by a board that shall consist of resi-
dents of the community and business and civic
leaders and shall have as a principal purpose
planning, developing, or managing low-income
housing or community development projects.

““(D) GEOGRAPHIC DISTRIBUTION.—In making
grants to carry out this paragraph, the Sec-
retary shall take into consideration the geo-
graphic distribution of funding among States
and the relative proportion of funding among
rural and urban areas.

““(E) RESERVATION.—Of the amounts made
available to carry out this paragraph, the Sec-
retary may reserve not more than 1 percent for
each fiscal year to make grants to private, non-
profit organizations or to enter into contracts
with private, nonprofit or for-profit organiza-
tions to provide technical assistance to aid com-
munity development corporations in developing
or implementing activities funded to carry out
this paragraph and to evaluate activities funded
to carry out this paragraph.

ARRANGEMENTS,
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““(3) RURAL COMMUNITY DEVELOPMENT ACTIVI-
TIES.—The Secretary shall provide the assist-
ance described in paragraph (1) for rural com-
munity development activities, which shall in-
clude—

““(A) grants to private, nonprofit corporations
that provide assistance concerning home repair
to rural low-income families and planning and
developing low-income rural rental housing
units; and

‘“(B) grants to multistate, regional, private,
nonprofit organizations to provide training and
technical assistance to small, rural communities
in meeting their community facility needs.

““(4) NEIGHBORHOOD INNOVATION PROJECTS.—
The Secretary shall provide the assistance de-
scribed in paragraph (1) for neighborhood inno-
vation projects, which shall include grants to
neighborhood-based private, nonprofit organiza-
tions to test or assist in the development of new
approaches or methods that will aid in over-
coming special problems identified by commu-
nities or neighborhoods or otherwise assist in
furthering the purposes of this subtitle, and
which may include projects that are designed to
serve low-income individuals and families who
are not being effectively served by other pro-
grams.

““(b) EVALUATION.—The Secretary shall re-
quire all activities receiving assistance under
this section to be evaluated for their effective-
ness. Funding for such evaluations shall be pro-
vided as a stated percentage of the assistance or
through a separate grant awarded by the Sec-
retary specifically for the purpose of evaluation
of a particular activity or group of activities.

““(c) ANNUAL REPORT.—The Secretary shall
compile an annual report containing a summary
of the evaluations required in subsection (b) and
a listing of all activities assisted under this sec-
tion. The Secretary shall annually submit the
report to the Chairperson of the Committee on
Education and the Workforce of the House of
Representatives and the Chairperson of the
Committee on Labor and Human Resources of
the Senate.”.

SEC. 203. RELATED AMENDMENTS.

The Community Services Block Grant Act (42
U.S.C. 9901 et seq.) is amended—

(1) by striking section 681;

(2) in section 681A—

(A) by striking ‘“681A’ and inserting ‘‘681"";

(B) in subsection (c) by striking ‘‘Labor’’ and
inserting ‘‘the Workforce’’; and

(C) in subsection (d) by striking “‘$25,000,000"
and all that follows through ‘1998, and insert-
ing ‘“$5,000,000 for fiscal year 1999, and such
sums as may be necessary for fiscal years 2000
through 2003"’;

(3) in section 682—

(A) in subsection (c)—

(i) by redesignating paragraphs (3) and (4) as
paragraphs (4) and (5), respectively; and

(ii) by inserting after paragraph (2) the fol-
lowing:

“(3) the applicant shall, in each community in
which a program is funded under this section—

““(A) ensure that—

‘(i) a community-based advisory committee,
composed of representatives of local youth, fam-
ily, and social service organizations, schools,
entities that provide park and recreation serv-
ices, entities that provide training services, and
community-based organizations that serve high-
risk youth, is established; or

“(if) an existing community-based advisory
board, commission, or committee with similar
membership is used; and

“(B) enter into formal partnerships with
youth-serving organizations or other appro-
priate social service entities in order to link pro-
gram participants with year-round services in
their home communities that support and con-
tinue the objectives of this subtitle;”’; and

(B) in subsection (f) by striking ‘‘each fiscal
year’” and all that follows through ‘“1998’, and
inserting ‘“for fiscal year 1999, and such sums as
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may be necessary for fiscal years 2000 through
2003"’; and

(4) by striking sections 683 and 684, and in-
serting the following:

“SEC. 683. DRUG TESTING AND PATERNITY DE-
TERMINATIONS.

““(a) DRUG TESTING PERMITTED.—(1) Nothing
in this subtitle shall be construed to prohibit a
State from testing participants in programs, ac-
tivities, or services carried out under this sub-
title for controlled substances or from imposing
sanctions on such participants who test positive
for any of such substances.

“(2) Any funds provided under this subtitle
expended for such testing shall be considered to
be expended for administrative expenses and
shall be subject to the limitation specified in sec-
tion 675C(b)(2).

“(b) PATERNITY DETERMINATIONS.—During
each fiscal year for which an eligible entity re-
ceives a grant under section 675C, such entity
shall—

““(1) inform custodial parents in single-parent
families that participate in programs, activities,
or services carried out under this subtitle about
the availability of child support services;

““(2) refer eligible parents to the child support
offices of State and local governments; and

““(3) establish referral arrangements with such
offices.

“SEC. 684. REFERENCES.

“Any reference in any provision of law to the
poverty line set forth in section 624 or 625 of the
Economic Opportunity Act of 1964 shall be con-
strued to be a reference to the poverty line de-
fined in section 673 of this subtitle. Any ref-
erence in any provision of law to any commu-
nity action agency designated under title Il of
the Economic Opportunity Act of 1964 shall be
construed to be a reference to an entity eligible
to receive funds under the community services
block grant program.”.

SEC. 204. ASSETS FOR INDEPENDENCE.

The Community Services Block Grant Act (42
U.S.C. 9901-9912), as amended by sections 202
and 203, is amended—

(1) by striking “‘this subtitle’ each place it ap-
pears (other than in section 671) and inserting
“‘this part’’;

(2) by inserting the following after section 671:
“CHAPTER 1—COMMUNITY SERVICES

GRANTS”;

and

(3) by adding at the end the following:
“CHAPTER 2—ASSETS FOR INDEPEND-

ENCE
“SEC. 685. SHORT TITLE.

“This chapter may be cited as the ‘Assets for
Independence Act’.

“SEC. 686. FINDINGS.

““Congress makes the following findings:

““(1) Economic well-being does not come solely
from income, spending, and consumption, but
also requires savings, investment, and accumu-
lation of assets because assets can improve eco-
nomic independence and stability, connect indi-
viduals with a viable and hopeful future, stimu-
late development of human and other capital,
and enhance the welfare of offspring.

“(2) Fully ¥z of all Americans have either no,
negligible, or negative assets available for in-
vestment, just as the price of entry to the eco-
nomic mainstream, the cost of a house, an ade-
gquate education, and starting a business, is in-
creasing. Further, the household savings rate of
the United States lags far behind other indus-
trial nations presenting a barrier to economic
growth.

“(3) In the current tight fiscal environment,
the United States should invest existing re-
sources in high-yield initiatives. There is reason
to believe that the financial returns, including
increased income, tax revenue, and decreased
welfare cash assistance, resulting from individ-
ual development accounts will far exceed the
cost of investment in those accounts.
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““(4) Traditional public assistance programs
concentrating on income and consumption have
rarely been successful in promoting and sup-
porting the transition to increased economic
self-sufficiency. Income-based domestic policy
should be complemented with asset-based policy
because, while income-based policies ensure that
consumption needs (including food, child care,
rent, clothing, and health care) are met, asset-
based policies provide the means to achieve
greater independence and economic well-being.
“SEC. 687. PURPOSES.

““The purposes of this chapter are to provide
for the establishment of demonstration projects
designed to determine—

““(1) the social, civic, psychological, and eco-
nomic effects of providing to individuals and
families with limited means an incentive to ac-
cumulate assets by saving a portion of their
earned income;

““(2) the extent to which an asset-based policy
that promotes saving for postsecondary edu-
cation, homeownership, and microenterprise de-
velopment may be used to enable individuals
and families with limited means to increase their
economic self-sufficiency; and

““(3) the extent to which an asset-based policy
stabilizes and improves families and the commu-
nity in which they live.

“SEC. 688. DEFINITIONS.

“In this chapter:

““(1) APPLICABLE PERIOD.—The term ‘applica-
ble period’ means, with respect to amounts to be
paid from a grant made for a project year, the
calendar year immediately preceding the cal-
endar year in which the grant is made.

““(2) ELIGIBLE INDIVIDUAL.—The term ‘eligible
individual’ means an individual who is selected
to participate by a qualified entity under section
693.

““(83) EMERGENCY WITHDRAWAL.—The term
‘emergency withdrawal’ means a withdrawal by
an eligible individual that—

“(A) is a withdrawal of only those funds, or
a portion of those funds, deposited by the indi-
vidual in the individual development account of
the individual;

“(B) is permitted by a qualified entity on a
case-by-case basis; and

““(C) is made for—

‘(i) expenses for medical care or necessary to
obtain medical care, for the individual or a
spouse or dependent of the individual described
in paragraph (8)(D);

““(if) payments necessary to prevent the evic-
tion of the individual from the residence of the
individual, or foreclosure on the mortgage for
the principal residence of the individual, as de-
fined in paragraph (8)(B); or

“(iii) payments necessary to enable the indi-
vidual to meet necessary living expenses follow-
ing loss of employment.

“(4) HoOuseEHOLD.—The term ‘household’
means all individuals who share use of a dwell-
ing unit as primary quarters for living and eat-
ing separate from other individuals.

**(5) INDIVIDUAL DEVELOPMENT ACCOUNT.—

““(A) IN GENERAL.—The term ‘individual devel-
opment account’ means a trust created or orga-
nized in the United States exclusively for the
purpose of paying the qualified expenses of an
eligible individual, or enabling the eligible indi-
vidual to make an emergency withdrawal, but
only if the written governing instrument creat-
ing the trust meets the following requirements:

““(i) No contribution will be accepted unless it
is in cash or by check.

““(ii) The trustee is a federally insured finan-
cial institution, or a State insured financial in-
stitution if no federally insured financial insti-
tution is available.

““(iii) The assets of the trust will be invested in
accordance with the direction of the eligible in-
dividual after consultation with the qualified
entity providing deposits for the individual
under section 694.

““(iv) The assets of the trust will not be com-
mingled with other property except in a common
trust fund or common investment fund.
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““(v) Except as provided in clause (vi), any
amount in the trust which is attributable to a
deposit provided under section 694 may be paid
or distributed out of the trust only for the pur-
pose of paying the qualified expenses of the eli-
gible individual, or enabling the eligible individ-
ual to make an emergency withdrawal.

“(vi) Any balance in the trust on the day
after the date on which the individual for whose
benefit the trust is established dies shall be dis-
tributed within 30 days of that date as directed
by that individual to another individual devel-
opment account established for the benefit of an
eligible individual.

‘“(B) CUSTODIAL ACCOUNTS.—For purposes of
subparagraph (A), a custodial account shall be
treated as a trust if the assets of the custodial
account are held by a bank (as defined in sec-
tion 408(n) of the Internal Revenue Code of
1986) or another person who demonstrates, to
the satisfaction of the Secretary, that the man-
ner in which such person will administer the
custodial account will be consistent with the re-
quirements of this chapter, and if the custodial
account would, except for the fact that it is not
a trust, constitute an individual development
account described in subparagraph (A). For
purposes of this chapter, in the case of a custo-
dial account treated as a trust by reason of the
preceding sentence, the custodian of that custo-
dial account shall be treated as the trustee
thereof.

‘“(6) PROJECT YEAR.—The term ‘project year’
means, with respect to a demonstration project,
any of the 5 consecutive 12-month periods begin-
ning on the date the project is originally au-
thorized to be conducted.

““(7) QUALIFIED ENTITY.—

““(A) IN GENERAL.—The term ‘qualified entity’
means—

““(i) one or more not-for-profit organizations
described in section 501(c)(3) of the Internal
Revenue Code of 1986 and exempt from taxation
under section 501(a) of such Code; or

““(ii) a State or local government agency, or a
tribal government, submitting an application
under section 689 jointly with an organization
described in clause (i).

““(B) RULE OF CONSTRUCTION.—Nothing in this
paragraph shall be construed as preventing an
organization described in subparagraph (A)(i)
from collaborating with a financial institution
or for-profit community development corpora-
tion to carry out the purposes of this chapter.

““(8) QUALIFIED EXPENSES.—The term ‘quali-
fied expenses’ means 1 or more of the following,
as provided by the qualified entity:

““(A) POSTSECONDARY  EDUCATIONAL  EX-
PENSES.—Postsecondary educational expenses
paid from an individual development account
directly to an eligible educational institution. In
this subparagraph:

““(i) POSTSECONDARY  EDUCATIONAL  EX-
PENSES.—The term ‘postsecondary educational
expenses’ means the following:

“(I) TUITION AND FEES.—Tuition and fees re-
quired for the enrollment or attendance of a stu-
dent at an eligible educational institution.

“(Il) FEES, BOOKS, SUPPLIES, AND EQUIP-
MENT.—Fees, books, supplies, and equipment re-
quired for courses of instruction at an eligible
educational institution.

““(if) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term “‘eligible educational institution’
means the following:

““(1) INSTITUTION OF HIGHER EDUCATION.—AN
institution described in section 481(a)(1) or
1201(a) of the Higher Education Act of 1965 (20
U.S.C. 1088(a)(1) or 1141(a)), as such sections
are in effect on the date of enactment of this
chapter.

“(I1) POSTSECONDARY VOCATIONAL EDUCATION
SCHOOL.—AnN area vocational education school
(as defined in subparagraph (C) or (D) of sec-
tion 521(4) of the Carl D. Perkins Vocational
and Applied Technology Education Act (20
U.S.C. 2471(4))) which is in any State (as de-
fined in section 521(33) of such Act), as such sec-
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tions are in effect on the date of enactment of
this chapter.

““(B) FIRST-HOME PURCHASE.—Qualified acqui-
sition costs with respect to a principal residence
for a qualified first-time homebuyer, if paid from
an individual development account directly to
the persons to whom the amounts are due. In
this subparagraph:

“(i) PRINCIPAL RESIDENCE.—The term ‘prin-
cipal residence’ means a principal residence, the
qualified acquisition costs of which do not ex-
ceed 100 percent of the average area purchase
price applicable to such residence.

““(ii) QUALIFIED ACQUISITION COSTS.—The term
‘qualified acquisition costs’ means the costs of
acquiring, constructing, or reconstructing a resi-
dence. The term includes any usual or reason-
able settlement, financing, or other closing
costs.

*“(iii) QUALIFIED FIRST-TIME HOMEBUYER.—

“(1) IN GENERAL.—The term ‘qualified first-
time homebuyer’ means an individual partici-
pating in the project (and, if married, the indi-
vidual’s spouse) who has no present ownership
interest in a principal residence during the 3-
year period ending on the date of acquisition of
the principal residence to which this subpara-
graph applies.

“(11) DATE OF ACQUISITION.—The term ‘date of
acquisition” means the date on which a binding
contract to acquire, construct, or reconstruct the
principal residence to which this subparagraph
applies is entered into.

““(C) BUSINESS CAPITALIZATION.—Amounts
paid from an individual development account
directly to a business capitalization account
which is established in a federally insured fi-
nancial institution (or in a State insured finan-
cial institution if no federally insured financial
institution is available) and is restricted to use
solely for qualified business capitalization ex-
penses. In this subparagraph:

““(i) QUALIFIED BUSINESS CAPITALIZATION EX-
PENSES.—The term ‘‘qualified business capital-
ization expenses’ means qualified expenditures
for the capitalization of a qualified business
pursuant to a qualified plan.

““(iif) QUALIFIED EXPENDITURES.—The term
‘qualified expenditures’ means expenditures in-
cluded in a qualified plan, including capital,
plant, equipment, working capital, and inven-
tory expenses.

““(iii) QUALIFIED BUSINESS.—The term ‘quali-
fied business’ means any business that does not
contravene any law or public policy (as deter-
mined by the Secretary).

““(iv) QUALIFIED PLAN.—The term ‘qualified
plan’ means a business plan, or a plan to use a
business asset purchased, which—

“(1) is approved by a financial institution, a
microenterprise development organization, or a
nonprofit loan fund having demonstrated fidu-
ciary integrity;

“(I1) includes a description of services or
goods to be sold, a marketing plan, and pro-
jected financial statements; and

“(111) may require the eligible individual to
obtain the assistance of an experienced entre-
preneurial adviser.

‘(D) TRANSFERS TO IDAS OF FAMILY MEM-
BERS.—Amounts paid from an individual devel-
opment account directly into another such ac-
count established for the benefit of an eligible
individual who is—

‘(i) the individual’s spouse; or

‘(i) any dependent of the individual with re-
spect to whom the individual is allowed a de-
duction under section 151 of the Internal Reve-
nue Code of 1986.

““(9) QUALIFIED SAVINGS OF THE INDIVIDUAL
FOR THE PERIOD.—The term ‘qualified savings of
the individual for the period’ means the aggre-
gate of the amounts contributed by the individ-
ual to the individual development account of
the individual during the period.

““(10) SECRETARY.—The term ‘Secretary’ means
the Secretary of Health and Human Services.
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““(11) TRIBAL GOVERNMENT.—The term ‘tribal
government’ means a tribal organization, as de-
fined in section 4 of the Indian Self-Determina-
tion and Education Assistance Act (25 U.S.C.
450b) or a Native Hawaiian organization, as de-
fined in section 9212 of the Native Hawaiian
Education Act (20 U.S.C. 7912).

“SEC. 689. APPLICATIONS.

‘““(a@) ANNOUNCEMENT OF DEMONSTRATION
PROJECTS.—Not later than 3 months after the
date of enactment of this chapter, the Secretary
shall publicly announce the availability of
funding under this chapter for demonstration
projects and shall ensure that applications to
conduct the demonstration projects are widely
available to qualified entities.

““(b) SuBMiIssION.—Not later than 6 months
after the date of enactment of this chapter, a
qualified entity may submit to the Secretary an
application to conduct a demonstration project
under this chapter.

““(c) CRITERIA.—In considering whether to ap-
prove an application to conduct a demonstra-
tion project under this chapter, the Secretary
shall assess the following:

““(1) SUFFICIENCY OF PROJECT.—The degree to
which the project described in the application
appears likely to aid project participants in
achieving economic self-sufficiency through ac-
tivities requiring qualified expenses. In making
such assessment, the Secretary shall consider
the overall quality of project activities in mak-
ing any particular kind or combination of quali-
fied expenses to be an essential feature of any
project.

““(2) ADMINISTRATIVE ABILITY.—The experi-
ence and ability of the applicant to responsibly
administer the project.

““(8) ABILITY TO ASSIST PARTICIPANTS.—The
experience and ability of the applicant in re-
cruiting, educating, and assisting project par-
ticipants to increase their economic independ-
ence and general well-being through the devel-
opment of assets.

‘“(4) COMMITMENT OF NON-FEDERAL FUNDS.—
The aggregate amount of direct funds from non-
Federal public sector and from private sources
that are formally committed to the project as
matching contributions.

““(5) ADEQUACY OF PLAN FOR PROVIDING IN-
FORMATION FOR EVALUATION.—The adequacy of
the plan for providing information relevant to
an evaluation of the project.

““(6) OTHER FACTORS.—Such other factors rel-
evant to the purposes of this chapter as the Sec-
retary may specify.

““(d) PREFERENCES.—In considering an appli-
cation to conduct a demonstration project under
this chapter, the Secretary shall give preference
to an application that—

““(1) demonstrates the willingness and ability
to select individuals described in section 692 who
are predominantly from households in which a
child (or children) is living with the child’s bio-
logical or adoptive mother or father, or with the
child’s legal guardian;

“(2) provides a commitment of non-Federal
funds with a proportionately greater amount of
such funds committed by private sector sources;
and

““(3) targets such individuals residing within 1
or more relatively well-defined neighborhoods or
communities (including rural communities) that
experience high rates of poverty or unemploy-
ment.

““(e) APPROVAL.—Not later than 9 months
after the date of enactment of this chapter, the
Secretary shall, on a competitive basis, approve
such applications to conduct demonstration
projects under this chapter as the Secretary
deems appropriate, taking into account the as-
sessments required by subsections (c) and (d).
The Secretary is encouraged to ensure that the
applications that are approved involve a range
of communities (both rural and urban) and di-
verse populations.

““(f) CONTRACTS WITH NONPROFIT ENTITIES.—
The Secretary may contract with an entity de-
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scribed in section 501(c)(3) of the Internal Reve-
nue Code of 1986 and exempt from taxation
under section 501(a) of such Code to conduct
any responsibility of the Secretary under this
section or section 696 if—

““(1) such entity demonstrates the ability to
conduct such responsibility; and

““(2) the Secretary can demonstrate that such
responsibility would not be conducted by the
Secretary at a lower cost.

“SEC. 690. DEMONSTRATION AUTHORITY; ANNUAL
GRANTS.

‘‘(a) DEMONSTRATION AUTHORITY.—If the Sec-
retary approves an application to conduct a
demonstration project under this chapter, the
Secretary shall, not later than 10 months after
the date of enactment of this chapter, authorize
the applicant to conduct the project for 5 project
years in accordance with the approved applica-
tion and the requirements of this chapter.

“(b) GRANT AUTHORITY.—For each project
year of a demonstration project conducted
under this chapter, the Secretary may make a
grant to the qualified entity authorized to con-
duct the project. In making such a grant, the
Secretary shall make the grant on the first day
of the project year in an amount not to exceed
the lesser of—

‘(1) the aggregate amount of funds committed
as matching contributions by non-Federal pub-
lic or private sector sources; or

(2) $1,000,000.

“SEC. 691. RESERVE FUND.

‘““(a) ESTABLISHMENT.—A qualified entity
under this chapter, other than a State or local
government agency, or a tribal government,
shall establish a Reserve Fund which shall be
maintained in accordance with this section.

““(b) AMOUNTS IN RESERVE FUND.—

““(1) IN GENERAL.—As soon after receipt as is
practicable, a qualified entity shall deposit in
the Reserve Fund established under subsection
(@—

““(A) all funds provided to the qualified entity
by any public or private source in connection
with the demonstration project; and

‘“(B) the proceeds from any investment made
under subsection (c)(2).

““(2) UNIFORM ACCOUNTING REGULATIONS.—
The Secretary shall prescribe regulations with
respect to accounting for amounts in the Re-
serve Fund established under subsection (a).

‘() USE OF AMOUNTS IN THE RESERVE
FUND.—

““(1) IN GENERAL.—A qualified entity shall use
the amounts in the Reserve Fund established
under subsection (a) to—

““(A) assist participants in the demonstration
project in obtaining the skills (including eco-
nomic literacy, budgeting, credit, and counsel-
ing) and information necessary to achieve eco-
nomic self-sufficiency through activities requir-
ing qualified expenses;

““(B) provide deposits in accordance with sec-
tion 694 for individuals selected by the qualified
entity to participate in the demonstration
project;

““(C) administer the demonstration project;
and

‘(D) provide the research organization evalu-
ating the demonstration project under section
698 with such information with respect to the
demonstration project as may be required for the
evaluation.

““(2) AUTHORITY TO INVEST FUNDS.—

““(A) GUIDELINES.—The Secretary shall estab-
lish guidelines for investing amounts in the Re-
serve Fund established under subsection (a) in a
manner that provides an appropriate balance
between return, liquidity, and risk.

““(B) INVESTMENT.—A qualified entity shall in-
vest the amounts in its Reserve Fund that are
not immediately needed to carry out the provi-
sions of paragraph (1), in accordance with the
guidelines established under subparagraph (A).

““(3) LIMITATION ON USES.—Not more than 9.5
percent of the amounts provided to a qualified
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entity under section 698(b) shall be used by the
qualified entity for the purposes described in
subparagraphs (A), (C), and (D) of paragraph
(1), of which not less than 2 percent of the
amounts shall be used by the qualified entity for
the purposes described in paragraph (1)(D). If 2
or more qualified entities are jointly administer-
ing a project, no qualified entity shall use more
than its proportional share for the purposes de-
scribed in subparagraphs (A), (C), and (D) of
paragraph (1).

““(d) UNUSED FEDERAL GRANT FUNDS TRANS-
FERRED TO THE SECRETARY WHEN PROJECT TER-
MINATES.—Notwithstanding subsection (c), upon
the termination of any demonstration project
authorized under this section, the qualified en-
tity conducting the project shall transfer to the
Secretary an amount equal to—

““(1) the amounts in its Reserve Fund at time
of the termination; multiplied by

““(2) a percentage equal to—

““(A) the aggregate amount of grants made to
the qualified entity under section 698(b); divided
by

“(B) the aggregate amount of all funds pro-
vided to the qualified entity by all sources to
conduct the project.

“SEC. 692. ELIGIBILITY FOR PARTICIPATION.

“(a) IN GENERAL.—AnNy individual who is a
member of a household that is eligible for assist-
ance under the State temporary assistance for
needy families program established under part A
of title IV of the Social Security Act (42 U.S.C.
601 et seq.), or that meets each of the following
requirements shall be eligible to participate in a
demonstration project conducted under this
chapter:

““(1) INCOME TEST.—The adjusted gross income
of the household does not exceed the earned in-
come amount described in section 32 of the In-
ternal Revenue Code of 1986 (taking into ac-
count the size of the household).

““(2) NET WORTH TEST.—

“(A) IN GENERAL.—The net worth of the
household, as of the end of the calendar year
preceding the determination of eligibility, does
not exceed $10,000.

‘“(B) DETERMINATION OF NET WORTH.—For
purposes of subparagraph (A), the net worth of
a household is the amount equal to—

“(i) the aggregate market value of all assets
that are owned in whole or in part by any mem-
ber of the household; minus

““(ii) the obligations or debts of any member of
the household.

““(C) ExcLUSIONS.—For purposes of determin-
ing the net worth of a household, a household’s
assets shall not be considered to include the pri-
mary dwelling unit and 1 motor vehicle owned
by the household.

““(b) INDIVIDUALS UNABLE TO COMPLETE THE
PROJECT.—The Secretary shall establish such
regulations as are necessary, including prohibit-
ing future eligibility to participate in any other
demonstration project conducted under this
chapter, to ensure compliance with this chapter
if an individual participating in the demonstra-
tion project moves from the community in which
the project is conducted or is otherwise unable
to continue participating in that project.

“SEC. 693. SELECTION OF INDIVIDUALS TO PAR-
TICIPATE.

“From among the individuals eligible to par-
ticipate in a demonstration project conducted
under this chapter, each qualified entity shall
select the individuals—

““(1) that the qualified entity deems to be best
suited to participate; and

““(2) to whom the qualified entity will provide
deposits in accordance with section 694.

“SEC. 694. DEPOSITS BY QUALIFIED ENTITIES.

““(a) IN GENERAL.—Not less than once every 3
months during each project year, each qualified
entity under this Act shall deposit in the indi-
vidual development account of each individual
participating in the project, or into a parallel
account maintained by the qualified entity—
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““(1) from the non-Federal funds described in
section 689(c)(4), a matching contribution of not
less than $0.50 and not more than $4 for every
$1 of earned income (as defined in section
911(d)(2) of the Internal Revenue Code of 1986)
deposited in the account by a project partici-
pant during that period;

““(2) from the grant made under section 690(b),
an amount equal to the matching contribution
made under paragraph (1); and

““(3) any interest that has accrued on amounts
deposited under paragraph (1) or (2) on behalf
of that individual into the individual develop-
ment account of the individual or into a parallel
account maintained by the qualified entity.

““(b) LIMITATION ON DEPOSITS FOR AN INDIVID-
UAL.—Not more than $2,000 from a grant made
under section 690(b) shall be provided to any 1
individual over the course of the demonstration
project.

““(c) LIMITATION ON DEPOSITS FOR A HOUSE-
HOLD.—Not more than $4,000 from a grant made
under section 690(b) shall be provided to any 1
household over the course of the demonstration
project.

““(d) WITHDRAWAL OF FUNDS.—The Secretary
shall establish such guidelines as may be nec-
essary to ensure that funds held in an individ-
ual development account are not withdrawn, ex-
cept for 1 or more qualified expenses, or for an
emergency withdrawal. Such guidelines shall in-
clude a requirement that a responsible official of
the qualified entity conducting a project ap-
prove such withdrawal in writing. The guide-
lines shall provide that no individual may with-
draw funds from an individual development ac-
count earlier than 6 months after the date on
which the individual first deposits funds in the
account.

““(e) REIMBURSEMENT.—An individual shall re-
imburse an individual development account for
any funds withdrawn from the account for an
emergency withdrawal, not later than 12 months
after the date of the withdrawal. If the individ-
ual fails to make the reimbursement, the quali-
fied entity administering the account shall
transfer the funds deposited into the account or
a parallel account under section 694 to the Re-
serve Fund of the qualified entity, and use the
funds to benefit other individuals participating
in the demonstration project involved.

“SEC. 695. LOCAL CONTROL OVER DEMONSTRA-
TION PROJECTS.

“A qualified entity under this chapter, other
than a State or local government agency or a
tribal government, shall, subject to the provi-
sions of section 697, have sole authority over the
administration of the project. The Secretary
may prescribe only such regulations or guide-
lines with respect to demonstration projects con-
ducted under this chapter as are necessary to
ensure compliance with the approved applica-
tions and the requirements of this chapter.

“SEC. 695A. GRANDFATHERING OF EXISTING
STATEWIDE PROGRAMS.

“Any statewide asset-building program con-
sistent with the purposes of this chapter that is
established in State law as of the date of enact-
ment of this Act, and that as of such date is op-
erating with an annual State appropriation of
not less than $1,000,000 in non-Federal funds,
shall be deemed to have met the requirements of
section 688 and to be eligible for consideration
by the Secretary as a demonstration program de-
scribed in this chapter. Applications submitted
by such statewide program shall be considered
for funding by the Secretary notwithstanding
the preferences listed in section 689(d). Any pro-
gram requirements under sections 691 through
695 that are inconsistent with State statutory re-
quirements in effect on such date governing
such statewide program are hereby waived.
“SEC. 696. ANNUAL PROGRESS REPORTS.

“(@) IN GENERAL.—Each qualified entity
under this chapter shall prepare an annual re-
port on the progress of the demonstration
project. Each report shall include both program
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and participant information and shall specify
for the period covered by the report the follow-
ing information:

““(1) The number and characteristics of indi-
viduals making a deposit into an individual de-
velopment account.

““(2) The amounts in the Reserve Fund estab-
lished with respect to the project.

““(3) The amounts deposited in the individual
development accounts.

““(4) The amounts withdrawn from the indi-
vidual development accounts and the purposes
for which such amounts were withdrawn.

*“(5) The balances remaining in the individual
development accounts.

““(6) The savings account characteristics (such
as threshold amounts and match rates) required
to stimulate participation in the demonstration
project, and how such characteristics vary
among different populations or communities.

““(7) What service configurations of the quali-
fied entity (such as peer support, structured
planning exercises, mentoring, and case man-
agement) increased the rate and consistency of
participation in the demonstration project and
how such configurations varied among different
populations or communities.

““(8) Such other information as the Secretary
may require to evaluate the demonstration
project.

““(b) SuBMISSION OF REPORTS.—The qualified
entity shall submit each report required to be
prepared under subsection (a) to—

““(1) the Secretary; and

““(2) the Treasurer (or equivalent official) of
the State in which the project is conducted, if
the State or a local government or a tribal gov-
ernment committed funds to the demonstration
project.

““(c) TIMING.—The first report required by sub-
section (a) shall be submitted not later than 60
days after the end of the calendar year in which
the Secretary authorized the qualified entity to
conduct the demonstration project, and subse-
quent reports shall be submitted every 12 months
thereafter, until the conclusion of the project.
“SEC. 697. SANCTIONS.

““(2) AUTHORITY TO TERMINATE DEMONSTRA-
TION PROJECT.—If the Secretary determines that
a qualified entity under this chapter is not oper-
ating the demonstration project in accordance
with the entity’s application or the requirements
of this chapter (and has not implemented any
corrective recommendations directed by the Sec-
retary), the Secretary shall terminate such enti-
ty’s authority to conduct the demonstration
project.

““(b) ACTIONS REQUIRED UPON TERMINATION.—
If the Secretary terminates the authority to con-
duct a demonstration project, the Secretary—

‘(1) shall suspend the demonstration project;

*“(2) shall take control of the Reserve Fund es-
tablished pursuant to section 691;

““(3) shall make every effort to identify an-
other qualified entity (or entities) willing and
able to conduct the project in accordance with
the approved application (or, as modified, if
necessary to incorporate the recommendations)
and the requirements of this chapter;

““(4) shall, if the Secretary identifies an entity
(or entities) described in paragraph (3)—

““(A) authorize the entity (or entities) to con-
duct the project in accordance with the ap-
proved application (or, as modified, if necessary,
to incorporate the recommendations) and the re-
quirements of this chapter;

““(B) transfer to the entity (or entities) control
over the Reserve Fund established pursuant to
section 691; and

*“(C) consider, for purposes of this chapter—

‘(i) such other entity (or entities) to be the
qualified entity (or entities) originally author-
ized to conduct the demonstration project; and

““(ii) the date of such authorization to be the
date of the original authorization; and

*“(5) if, by the end of the 1-year period begin-
ning on the date of the termination, the Sec-
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retary has not found a qualified entity (or enti-
ties) described in paragraph (3), shall—

““(A) terminate the project; and

“(B) from the amount remaining in the Re-
serve Fund established as part of the project,
remit to each source that provided funds under
section 689(c)(4) to the entity originally author-
ized to conduct the project, an amount that
bears the same ratio to the amount so remaining
as the amount provided by the source under sec-
tion 689(c)(4) bears to the amount provided by
all such sources under that section.

“SEC. 698. EVALUATIONS.

““(a) IN GENERAL.—Not later than 10 months
after the date of enactment of this chapter, the
Secretary shall enter into a contract with an
independent research organization to evaluate,
individually and as a group, all qualified enti-
ties and sources participating in the demonstra-
tion projects conducted under this chapter.

““(b) FACTORS TO EVALUATE.—In evaluating
any demonstration project conducted under this
chapter, the research organization shall address
the following factors:

‘(1) The effects of incentives and organiza-
tional or institutional support on savings behav-
ior in the demonstration project.

““(2) The savings rates of individuals in the
demonstration project based on demographic
characteristics including gender, age, family
size, race or ethnic background, and income.

““(3) The economic, civic, psychological, and
social effects of asset accumulation, and how
such effects vary among different populations or
communities.

““(4) The effects of individual development ac-
counts on homeownership, level of postsecond-
ary education attained, and self-employment,
and how such effects vary among different pop-
ulations or communities.

“(5) The potential financial returns to the
Federal Government and to other public sector
and private sector investors in individual devel-
opment accounts over a 5-year and 10-year pe-
riod of time.

““(6) The lessons to be learned from the dem-
onstration projects conducted under this chap-
ter and if a permanent program of individual
development accounts should be established.

““(7) Such other factors as may be prescribed
by the Secretary.

““(c) METHODOLOGICAL REQUIREMENTS.—In
evaluating any demonstration project conducted
under this chapter, the research organization
shall—

““(1) for at least 1 site, use control groups to
compare participants with nonparticipants;

““(2) before, during, and after the project, ob-
tain such quantitative data as are necessary to
evaluate the project thoroughly; and

““(3) develop a qualitative assessment, derived
from sources such as in-depth interviews, of
how asset accumulation affects individuals and
families.

*‘(d) REPORTS BY THE SECRETARY.—

“(1) INTERIM REPORTS.—Not later than 90
days after the end of the calendar year in which
the Secretary first authorizes a qualified entity
to conduct a demonstration project under this
chapter, and every 12 months thereafter until
all demonstration projects conducted under this
chapter are completed, the Secretary shall sub-
mit to Congress an interim report setting forth
the results of the reports submitted pursuant to
section 696(b).

“(2) FINAL REPORTS.—Not later than 12
months after the conclusion of all demonstration
projects conducted under this chapter, the Sec-
retary shall submit to Congress a final report
setting forth the results and findings of all re-
ports and evaluations conducted pursuant to
this chapter.

““(e) EVALUATION EXPENSES.—The Secretary
shall expend such sums as may be necessary,
but not less than 2 percent of the amount appro-
priated under section 699A for a fiscal year, to
carry out the purposes of this section.
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“SEC. 699. TREATMENT OF FUNDS.

““Of the funds deposited in individual develop-
ment accounts for eligible individuals, only the
funds deposited by the individuals (including
interest accruing on those funds) may be consid-
ered to be income, assets, or resources of the in-
dividuals for purposes of determining eligibility
for, or the amount of assistance furnished
under, any Federal or federally assisted pro-
gram based on need.

“SEC. 699A. AUTHORIZATION OF APPROPRIA-

TIONS.

“There is authorized to be appropriated to
carry out this chapter, $25,000,000 for each of
fiscal years 1999, 2000, 2001, and 2002, to remain
available until expended.”.

SEC. 205. EFFECTIVE DATE; APPLICATION OF

AMENDMENTS.

(a) EFFECTIVE DATE.—Except as provided in
subsection (b), this title and the amendments
made by this title shall take effect on the date
of the enactment of this Act.

(b) APPLICATION OF AMENDMENTS.—The
amendments made by this title shall not apply
with respect to fiscal years ending before Octo-
ber 1, 1998.

TITLE IHI—AMENDMENTS TO THE LOW-IN-
COME HOME ENERGY ASSISTANCE ACT
OF 1981

SEC. 301. SHORT TITLE.

This title may be cited as the ‘“‘Low-Income
Home Energy Assistance Amendments of 19987".
SEC. 302. AUTHORIZATION.

(a) IN GENERAL.—Section 2602(b) of the Low-
Income Home Energy Assistance Act of 1981 (42
U.S.C. 8621(b)) is amended by inserting *‘,
$1,100,000,000 for fiscal year 2000, and such sums
as may be necessary for fiscal year 2001 after
1995 through 1999,

(b) PROGRAM YEAR.—Section 2602(c) of Low-
Income Home Energy Assistance Act of 1981 (42
U.S.C. 8621(c)) is amended to read as follows:

““(c) Amounts appropriated under this section
in any fiscal year for programs and activities
under this title shall be made available for obli-
gation in the succeeding fiscal year.”.

(c) INCENTIVE PROGRAM FOR LEVERAGING NON-
FEDERAL RESOURCES.—Section 2602(d) of the
Low-Income Home Energy Assistance Act of
1981 (42 U.S.C. 8621(d)) is amended by striking
““for each of the fiscal years 1996’ and all that
follows through the period at the end, and in-
serting ‘“‘for each of the fiscal years 1999, 2000,
and 2001.”".

(d) TECHNICAL AMENDMENT.—Section 2602(e)
of Low-Income Home Energy Assistance Act of
1981 (42 U.S.C. 8621(e)) is amended by striking
“‘subsection (g)’’ and inserting ‘‘subsection (e) of
such section”.

SEC. 303. DEFINITIONS.

Section 2603(4) of the Low-Income Home En-
ergy Assistance Act of 1981 (42 U.S.C. 8622(4)) is
amended—

(1) by striking ‘““the term’” and inserting “The
term’’; and

(2) by striking the semicolon and inserting a
period.

SEC. 304. NATURAL DISASTERS AND OTHER

EMERGENCIES.

(a) DEFINITIONS.—Section 2603 of the Low-In-
come Home Energy Assistance Act of 1981 (42
U.S.C. 8622) is amended—

(1) by redesignating paragraphs (6) through
(9) as paragraphs (8) through (11), respectively;

(2) by inserting before paragraph (8) (as redes-
ignated in paragraph (1)) the following:

“(7) NATURAL DISASTER.—The term ‘natural
disaster’ means a weather event (relating to cold
or hot weather), flood, earthquake, tornado,
hurricane, or ice storm, or an event meeting
such other criteria as the Secretary, in the dis-
cretion of the Secretary, may determine to be
appropriate.”;

(3) by redesignating paragraphs (1) through
(5) as paragraphs (2) through (6), respectively;
and
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(4) by inserting before paragraph (2) (as redes-
ignated in paragraph (3)) the following:

““(1) EMERGENCY.—The term ‘emergency’
means—

““(A) a natural disaster;

““(B) a significant home energy supply short-
age or disruption;

*“(C) a significant increase in the cost of home
energy, as determined by the Secretary;

‘(D) a significant increase in home energy
disconnections reported by a utility, a State reg-
ulatory agency, or another agency with nec-
essary data;

“(E) a significant increase in participation in
a public benefit program such as the food stamp
program carried out under the Food Stamp Act
of 1977 (7 U.S.C. 2011 et seq.), the national pro-
gram to provide supplemental security income
carried out under title XVI of the Social Secu-
rity Act (42 U.S.C. 1381 et seq.), or the State tem-
porary assistance for needy families program
carried out under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.), as deter-
mined by the head of the appropriate Federal
agency;

““(F) a significant increase in unemployment,
layoffs, or the number of households with an in-
dividual applying for unemployment benefits, as
determined by the Secretary of Labor; or

“(G) an event meeting such criteria as the
Secretary, in the discretion of the Secretary,
may determine to be appropriate.”.

(b) CONSIDERATIONS.—Section 2604(g) of Low-
Income Home Energy Assistance Act of 1981 (42
U.S.C. 8623(g)) is amended by striking the last 2
sentences and inserting the following: ‘“‘In deter-
mining whether to make such an allotment to a
State, the Secretary shall take into account the
extent to which the State was affected by the
natural disaster or other emergency involved,
the availability to the State of other resources
under the program carried out under this title or
any other program, whether a Member of Con-
gress has requested that the State receive the al-
lotment, and such other factors as the Secretary
may find to be relevant. Not later than 30 days
after making the determination, but prior to re-
leasing an allotted amount to a State, the Sec-
retary shall notify Congress of the allotments
made pursuant to this subsection.”’.

SEC. 305. STATE ALLOTMENTS.

Section 2604 of the Low-Income Home Energy
Assistance Act of 1981 (42 U.S.C. 8623) is amend-
ed—

(1) in subsection (b)(1), by striking ‘‘the
Northern Mariana Islands, and the Trust Terri-
tory of the Pacific Islands.”” and inserting “‘and
the Commonwealth of the Northern Mariana Is-
lands.””;

(2) in subsection (c)(3)(B)(ii), by striking ‘“‘ap-
plication’” and inserting ‘‘applications’’;

(3) by striking subsection (f);

(4) in the first sentence of subsection (g), by
striking ‘“(a) through (f)”” and inserting ““(a)
through (d)’; and

(5) by redesignating subsection (g) as sub-
section (e).

SEC. 306. ADMINISTRATION.

Section 2605 of the Low-Income Home Energy
Assistance Act of 1981 (42 U.S.C. 8624) is amend-
ed—

(1) in subsection (b)—

(A) in paragraph (9)(A), by striking ““and not
transferred pursuant to section 2604(f) for use
under another block grant’’;

(B) in paragraph (14), by striking ‘‘; and’” and
inserting a semicolon;

(C) in the matter following paragraph (14), by
striking ““The Secretary may not prescribe the
manner in which the States will comply with the
provisions of this subsection.’’; and

(D) in the matter following paragraph (16), by
inserting before ‘“The Secretary shall issue’” the
following: ““The Secretary may not prescribe the
manner in which the States will comply with the
provisions of this subsection.’’; and

(2) in subsection (c)(1)—

S10633

(A) in subparagraph (B), by striking ‘‘States™
and inserting ‘‘State’’; and

(B) in subparagraph (G)(i), by striking “has”
and inserting ‘*had’’; and

(3) in paragraphs (1) and (2)(A) of subsection
(k) by inserting ‘*, particularly those low-income
households with the lowest incomes that pay a
high proportion of household income for home
energy’’ before the period.

SEC. 307. PAYMENTS TO STATES.

Section 2607(b)(2)(B) of the Low-Income Home
Energy Assistance Act of 1981 (42 U.S.C.
8626(b)(2)(B)) is amended—

(1) in the first sentence, by striking ‘““and not
transferred pursuant to section 2604(f)’; and

(2) in the second sentence, by striking “‘but
not transferred by the State”.

SEC. 308. RESIDENTIAL ENERGY ASSISTANCE
CHALLENGE OPTION.

(a) EVALUATION.—The Comptroller General
shall conduct an evaluation of the Residential
Energy Assistance Challenge program described
in section 2607B of the Low-Income Home En-
ergy Assistance Act of 1981 (42 U.S.C. 8626b).

(b) REPORT.—Not later than 2 years after the
date of enactment of this Act, the Comptroller
General shall prepare and submit to Congress a
report containing—

(1) the findings resulting from the evaluation
described in subsection (a); and

(2) the State evaluations described in para-
graphs (1) and (2) of subsection (b) of such sec-
tion 2607B.

(c) INCENTIVE GRANTS.—Section 2607B(b)(1) of
the Low-Income Home Energy Assistance Act of
1981 (42 U.S.C. 8626b(b)(1)) is amended by strik-
ing ‘““For each of the fiscal years 1996 through
1999 and inserting ‘‘For each fiscal year”’.

(d) TECHNICAL AMENDMENTS.—Section 2607B
of Low-Income Home Energy Assistance Act of
1981 (42 U.S.C. 8626b) is amended—

(1) in subsection (e)(2)—

(A) by redesignating subparagraphs (F)
through (N) as subparagraphs (E) through (M),
respectively; and

(B) in clause (i) of subparagraph (1) (as redes-
ignated in subparagraph (A)), by striking ‘“‘on”’
and inserting ‘‘of”’; and

(2) by redesignating subsection (g) as sub-
section (f).

Mr. SESSIONS. Mr. President, | ask
unanimous consent that the Senate
disagree to the amendment of the
House, request a conference with the
House, and the Chair be authorized to
appoint conferees on behalf of the Sen-
ate.

There being no objection, the Presid-
ing Officer (Mr. ENzI) appointed Mr.
JEFFORDS, Mr. COATS, Mr. GREGG, Mr.
KENNEDY, and Mr. DobD conferees on
the part of the Senate.

REREFERRAL OF S. 2402

Mr. SESSIONS. Mr. President, | ask
unanimous consent that S. 2402 be dis-
charged from the Committee on Agri-
culture, Nutrition, and Forestry and be
referred to the Committee on Energy
and Natural Resources.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDERS FOR MONDAY,
SEPTEMBER 21, 1998

Mr. SESSIONS. On behalf of the ma-
jority leader, Mr. President, | ask
unanimous consent that when the Sen-
ate completes its business today, it
stand in adjournment until 12 noon on
Monday, September 21. | further ask
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