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COMMUNITY SERVICES AUTHORIZATION ACT OF 1998 AND
LOW-INCOME HOME ENERGY ASSISTANCE AMENDMENTS
OF 1998

AUGUST 7, 1998.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. GOODLING, from the Committee on Education and the
Workforce, submitted the following

R E P O R T

together with

ADDITIONAL VIEWS

[To accompany H.R. 4271]

[Including cost estimate of the Congressional Budget Office]

The Committee on Education and the Workforce, to whom was
referred the bill (H.R. 4271) to amend the Community Services
Block Grant Act to reauthorize and make improvements to that
Act, having considered the same, report favorably thereon with
amendments and recommend that the bill as amended do pass.

The amendments are as follows:
Strike out all after the enacting clause and insert in lieu thereof

the following:

TITLE I—AMENDMENTS TO THE COMMUNITY
SERVICES BLOCK GRANT ACT

SEC. 101. SHORT TITLE.

This title may be cited as the ‘‘Community Services Authorization Act of 1998’’.
SEC. 102. REAUTHORIZATION.

The heading for subtitle B, and sections 671 through 680, of the Community Serv-
ices Block Grant Act (42 U.S.C. 9901–9909) are amended to read as follows:
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‘‘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 assistance to States and local commu-
nities, working through a network of community action agencies and other neighbor-
hood-based organizations, for the reduction of poverty, the revitalization of low-in-
come communities, and the empowerment of low-income families and individuals in
rural and urban areas to become fully self-sufficient (particularly families who are
attempting to transition off a State program carried 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 capabilities 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 respond to the unique problems and needs
within their communities; and

‘‘(4) the broadening of the resource base of programs directed to the elimi-
nation of poverty so as to secure a more active role for private, faith-based,
charitable, and neighborhood organizations in the provision of services as well
as individual citizens, business, labor, and professional groups who are able to
influence the quantity and quality of opportunities and services for the poor.

‘‘SEC. 673. DEFINITIONS.

‘‘In this subtitle:
‘‘(1) ELIGIBLE ENTITY.—The term ‘eligible entity’ means an entity—

‘‘(A) that is an eligible entity described in section 673(1) (as in effect on
the day before the date of enactment of the Human Services Reauthoriza-
tion Act of 1998) as of such date of enactment or is designated by the proc-
ess described in section 676A (including an organization serving migrant or
seasonal farmworkers that is so described or designated); and

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

‘‘(2) POVERTY LINE.—The term ‘poverty line’ means the official poverty line de-
fined 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 poverty
line annually (or at any shorter interval the Secretary determines to be feasible
and desirable) which shall be used as a criterion of eligibility in the community
services block grant program established under this subtitle. The required revi-
sion shall be accomplished by multiplying the official poverty line by the per-
centage change in the Consumer Price Index for All Urban Consumers during
the annual or other interval immediately preceding the time at which the revi-
sion is made. Whenever a State determines that it serves the objectives of the
block grant program established under this subtitle, 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 organi-
zation’ includes a faith-based organization, to which the provisions 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 Vir-
gin Islands, American Samoa, and the Commonwealth of the Northern Mariana
Islands, but for fiscal years ending before October 1, 2001, includes the Fed-
erated States of Micronesia, the Republic of he Marshall Islands, and Palau.
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‘‘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 appropriated under subsection (a) for each
fiscal year, the Secretary shall reserve—

‘‘(1) 1⁄2 of 1 percent for carrying out section 675A (relating to payments for
territories);

‘‘(2) 11⁄2 percent for activities authorized in sections 678A through 678F, of
which—

‘‘(A) not less than 1⁄2 of the amount reserved by the Secretary under this
paragraph shall be distributed directly to local eligible entities or to state-
wide organizations whose membership is composed of eligible entities, as
required under section 678A(c) for the purpose of carrying out activities de-
scribed in section 678A; and

‘‘(B) 1⁄2 of the remainder of the amount reserved by the Secretary under
this paragraph shall be used to carry out monitoring, evaluation, and cor-
rective activities described in sections 678B(c) and 678A; and

‘‘(3) not more than 9 percent for carrying out section 680 (relating to discre-
tionary activities).

‘‘SEC. 675. ESTABLISHMENT OF BLOCK GRANT PROGRAM.

‘‘The Secretary is authorized to establish a community services block grant pro-
gram and 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 Mari-
ana 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 Micronesia, 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 sub-
mitting to the Secretary, and obtaining approval of, an application containing provi-
sions that describe the programs for which assistance is sought under this subtitle,
and that are consistent with the requirements of section 676.

‘‘(c) LIMITATION.—(1) Funds apportioned under subsection (a) for the Federated
States of Micronesia, the Republic of the Marshall Islands, and Palau shall be used
by the Secretary to make grants on a competitive basis, pursuant to recommenda-
tions 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
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 com-
pensate the Pacific Region Educational Laboratory of the Department of Education
for administrative costs incurred in connection with making recommendations under
paragraph (1).

‘‘(3) Notwithstanding any other provision of law, the Federated States of Microne-
sia, the Republic 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 appro-
priated under section 674(a) for each fiscal year that remains after the Secretary
makes the reservations required in section 674(b), allot to each State, subject to sec-
tion 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 1⁄4 of 1
percent of the amount appropriated under section 674(a) for such fiscal year.

‘‘(b) ALLOTMENTS IN YEARS WITH GREATER AVAILABLE FUNDS.—
‘‘(1) MINIMUM ALLOTMENTS.—Subject to paragraphs (2) and (3), if the amount

appropriated under section 674(a) for a fiscal year that remains after the Sec-
retary makes the reservations required in section 674(b) exceeds $345,000,000,
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the Secretary shall allot to each State not less than 1⁄2 of 1 percent of the
amount appropriated under section 674(a) for such fiscal year.

‘‘(2) MAINTENANCE OF FISCAL YEAR 1990 LEVELS.—Paragraph (1) shall not
apply with respect to a fiscal year if the amount allotted under subsection (a)
to any State for that year is less than the amount allotted under subsection (a)
to such State for fiscal year 1990.

‘‘(3) MAXIMUM ALLOTMENTS.—The amount allotted 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 allotted to such State under the
corresponding provisions of this subtitle for the fiscal year preceding the fiscal
year for which a determination is made under this subsection.

‘‘(c) ALLOTMENT OF ADDITIONAL FUNDS.—Notwithstanding subsections (a) and (b),
in any fiscal year in which the amount appropriated under section 674(a) exceeds
the amount appropriated 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 re-

spective 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 section, the term ‘State’ does not include
Guam, American Samoa, the United States Virgin Islands, 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 entities.

‘‘(2) OBLIGATIONAL AUTHORITY.—Funds distributed to eligible entities through
grants made in accordance with paragraph (1) for a fiscal year shall be avail-
able for obligation during that fiscal year and the succeeding fiscal year, in ac-
cordance with paragraph (3).

‘‘(3) RECAPTURE AND REDISTRIBUTION OF UNOBLIGATED 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 distributed to such
eligible entity for such fiscal year.

‘‘(B) REDISTRIBUTION.—In redistributing funds recaptured in accordance
with this paragraph, States shall redistribute such funds to an eligible en-
tity, or require the original recipient of the funds to redistribute the funds
to a private, 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 remain-
der of the allotment (subject to paragraph (2)) for—

‘‘(A) providing training and technical assistance 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 appro-
priate employees 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 sub-
title 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 supporting individual development accounts;
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‘‘(F) supporting innovative programs and activities conducted by commu-
nity action agencies or other neighborhood-based organizations to eliminate
poverty, promote self-sufficiency, and promote community revitalization;

‘‘(G) supporting other activities, consistent with the purposes of this sub-
title; 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 percent, of the State’s allotment received under section 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 re-
mains after the State makes grants to eligible entities under subsection (a).±
The cost of activities conducted under paragraph (1)(A) shall not be considered
to be administrative expenses.

‘‘(c)(1) Notwithstanding any other provision of law and 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 not expended under subsections
(a) and (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 nonrefund-

able credit against State income tax (or, in the case of a State which does not
impose an income tax, a comparable 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—

‘‘(I) which is—
‘‘(aa) described in section 501(c)(3) of the Internal 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 Op-

portunity 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));
‘‘(II) which is certified by the appropriate State authority as meeting

the requirements of clauses (iii) and (iv); and
‘‘(III) if such organization is otherwise required 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.

‘‘(ii) CERTAIN CONTRIBUTIONS TO COLLECTION ORGANIZATIONS TREATED AS
CONTRIBUTIONS TO QUALIFIED CHARITY.—

‘‘(I) IN GENERAL.—A contribution to a collection organization shall be
treated as a contribution to a qualified charity if the donor designates
in writing that the contribution is for the qualified charity.

‘‘(II) 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 agree-
ment, 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 appropriate State authority reasonably expects that
the predominant activity of such organization will be the provision of
direct services within the United States to individuals and families
whose annual incomes generally do not exceed 185 percent of the offi-
cial poverty line (as defined by the Office of Management and Budget)
in order to prevent or alleviate poverty among such individuals and
families.

‘‘(II) NO RECORDKEEPING IN CERTAIN CASES.—An organization shall
not be required to establish or maintain records with respect to the in-
comes of individuals and families for purposes of subclause (I) if such
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individuals or families are members of groups which are generally rec-
ognized as including substantially only individuals and families de-
scribed in subclause (I).

‘‘(III) FOOD AID AND HOMELESS SHELTERS.—Except as otherwise pro-
vided by the appropriate State authority, for purposes of subclause (I),
services to individuals in the form of—

‘‘(aa) donations of food or meals; or
‘‘(bb) temporary shelter to homeless individuals;

shall be treated as provided to individuals described in subclause (I) if
the location and operation of such services are such that the service
provider may reasonably conclude that the beneficiaries of such serv-
ices are predominantly individuals described in subclause (I).

‘‘(iv) MINIMUM EXPENSE REQUIREMENT.—
‘‘(I) IN GENERAL.—An organization meets the requirements of this

clause only if the appropriate 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 organiza-
tion.

‘‘(II) POVERTY PROGRAM EXPENSE.—For purposes of subclause (I)—
‘‘(aa) IN GENERAL.—The term ‘poverty program expense’ means

any expense in providing program services referred to in clause
(iii).

‘‘(bb) EXCEPTIONS.—Such term shall not include any manage-
ment or general expense, any expense for the purpose of influenc-
ing legislation (as defined in section 4911(d) of the Internal Reve-
nue 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 providing tuition assistance
relating to compulsory school attendance, and any expense which
consists of a payment to an affiliate of the organization.

‘‘(v) REPORTING REQUIREMENT.—The information 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 expenses, general expenses, fund-
raising expenses, and payments to affiliates; and

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

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

‘‘(I) maintains separate accounting for revenues and expenses; and
‘‘(II) makes available to the public its administrative 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—

‘‘(I) which has a constitutional requirement of tax uniformity; and
‘‘(II) which, as of December 31, 1997, imposed a tax on personal in-

come with—
‘‘(aa) a single flat rate applicable to all earned and unearned in-

come (except insofar as any amount is not taxed pursuant to tax
forgiveness provisions); and

‘‘(bb) no generally available exemptions or deductions to individ-
uals;

the requirement of paragraph (2) shall be treated as met if the amount of
the credit is limited to a uniform percentage (but not greater than 25 per-
cent) of State personal income tax liability (determined without regard to
credits).

‘‘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—
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‘‘(A) develop the State plan to be submitted to the Secretary under sub-
section (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 sufficient
time and statewide distribution of notice of such hearing, to provide to the
public an opportunity to comment on the proposed use and distribution of
funds to be provided through the allotment 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.—Beginning with fiscal year 2000, to be eligible

to receive an allotment under this subtitle, a State shall prepare and submit to the
Secretary an application 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
IV of the Social Security Act, homeless families and individuals, migrant or sea-
sonal farmworkers, and elderly low-income individuals and families, and a de-
scription of how such activities will enable 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 at-
tempting to transition off a State program carried out under title IV of the
Social Security Act);

‘‘(B) to secure and retain meaningful employment;
‘‘(C) to attain an adequate education with particular attention toward im-

proving literacy skills of the low-income families in the community, which
may include family literacy initiatives;

‘‘(D) to make better use of available income;
‘‘(E) to obtain and maintain adequate housing and a suitable living envi-

ronment;
‘‘(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, in-

cluding activities that strengthen and improve the relationship with local
law enforcement agencies, which may include activities such as neighbor-
hood or community policing efforts;

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

‘‘(I) to make more effective use of, and to coordinate with, other programs
related to the purposes of this subtitle (including State welfare reform ef-
forts);

‘‘(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, including a description of how the State will sup-
port innovative community and neighborhood-based initiatives related to the
purposes of this subtitle;

‘‘(3) based on information provided by eligible entities in the State, a descrip-
tion of—

‘‘(A) the service delivery system, for services provided or coordinated with
funds made available through the allotment, targeted to low-income indi-
viduals and families in communities within the State;

‘‘(B) a description of how linkages will be developed to fill identified gaps
in the services, through the provision of information, referrals, case man-
agement, and followup consultations;

‘‘(C) a description of how funds made available 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
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this subtitle which may include fatherhood and other initiatives with the
goal of strengthening families and encouraging parental 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 star-
vation and malnutrition among low-income individuals;

‘‘(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 effective 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 coordinate with State and local
workforce investment systems in the provision of employment and training
services in the State and in local communities);

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

‘‘(7) an assurance that the State will permit and cooperate with Federal inves-
tigations undertaken in accordance with section 678D;

‘‘(8) an assurance that any eligible entity that received funding in the pre-
vious fiscal year under this subtitle will not have its funding terminated 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 oppor-
tunity for a hearing on the record, the State determines that cause exists for
such termination or such reduction, 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 or-
ganizations 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;

‘‘(10) an assurance that the State will require each eligible entity to establish
procedures under which a low-income individual, community organization, or
faith-based organization, or representative of low-income individuals that con-
siders its organization, or low-income individuals, to be inadequately rep-
resented 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 receipt 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 commu-
nity-needs assessments conducted for other programs;

‘‘(12) an assurance that the State and all eligible entities in the State will,
not later than fiscal year 2001, participate in the Results Oriented Management
and Accountability System, another performance measure system established
pursuant to section 678E(b), or an alternative system for measuring perform-
ance and results that meets the requirements of that section, and a description
of outcome measures to be used to measure eligible entity performance in pro-
moting self-sufficiency, family stability, and community revitalization; and

‘‘(13) information describing how the State will carry out the assurances de-
scribed in this subsection.

‘‘(c) FUNDING TERMINATION OR REDUCTIONS.—For purposes of making a deter-
mination in accordance with subsection (b)(8) with respect to—

‘‘(1) a funding reduction, the term ‘cause’ includes—
‘‘(A) a statewide redistribution of funds provided under this subtitle to re-

spond to—
‘‘(i) the results of the most recently available census or other appro-

priate 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 agree-
ment to provide services under this subtitle; and

‘‘(2) a termination, the term ‘cause’ includes the material failure of an eligible
entity to comply 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.
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‘‘(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 subtitle.

‘‘(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 revised plan prepared under this sec-

tion 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.

‘‘(a) 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 executive officer
of the State decides to serve such area, the chief executive officer may solicit
applications from, and designate as an eligible entity—

‘‘(A) a private nonprofit eligible entity located in an area contiguous to
or within reasonable proximity of the unserved area that is already provid-
ing related services in the unserved area; or

‘‘(B) a private nonprofit organization that is geographically located in the
unserved area that is capable of providing a broad range of services de-
signed to eliminate poverty and foster self-sufficiency 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 additional members to
the board of the entity to ensure adequate representation—

‘‘(A) in each of the 3 required categories described 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 re-
side in the neighborhood served.

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

‘‘(c) NO QUALIFIED ORGANIZATION IN OR NEAR AREA.—If no private, nonprofit or-
ganization 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 development and implementation
of the program to serve low-income communities or groups.

‘‘(2) SELECTION AND COMPOSITION OF BOARD.—The members of the board re-
ferred to in paragraph (1) shall be selected by the entity and the board shall
be composed so as to assure that—

‘‘(A) 1⁄3 of the members of the board are elected public officials, holding
office on the date of selection, or their representatives, except that if the
number of elected officials reasonably available and willing to serve on the
board is less than 1⁄3 of the membership of the board, membership on the
board of appointive public officials or their representatives may be counted
in meeting such 1⁄3 requirement;

‘‘(B) not fewer than 1⁄3 of the members are persons chosen in accordance
with democratic selection procedures adequate to assure that these mem-
bers are representative of low-income individuals and families in the neigh-
borhood served;

‘‘(C) the remainder of the members are officials or members of business,
industry, labor, religious, law enforcement, education, or other major groups
and interests in the community served; and
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‘‘(D) each representative of low-income individuals and families selected
to represent a specific neighborhood within a community under subpara-
graph (B) resides in the neighborhood represented by the member.

‘‘(b) PUBLIC ORGANIZATIONS.—In order for a public organization 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—

‘‘(1) a tripartite board, which shall have members selected by the organization
and shall be composed so as to assure that not fewer than 1⁄3 of the members
are persons chosen in accordance with democratic selection procedures adequate
to assure that these members—

‘‘(A) are representative of low-income individuals 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 funded under this subtitle; or
‘‘(2) another mechanism specified by the State to assure decisionmaking and

participation by low-income individuals in the planning, administration, 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 subtitle be made di-
rectly to such tribe or organization; and

‘‘(2) determines that the members of such tribe or tribal organization would
be better served by means of grants made directly to provide benefits 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 determined under sub-
section (b).

‘‘(b) DETERMINATION OF RESERVED AMOUNT.—The Secretary shall reserve for the
purpose of subsection (a) from amounts that would otherwise 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 involved as the population of all eligible Indians for
whom a determination has been made under subsection (a) bears to the population
of all individuals eligible for assistance under this subtitle in such State.

‘‘(c) AWARDS.—The sums reserved by the Secretary 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 determination 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 Secretary 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

organization’ mean a tribe, band, or other organized group of Indians recognized
in the State in which the tribe, band, or group resides, or considered by the Sec-
retary of the Interior, to be an Indian tribe or an Indian organization for any
purpose.

‘‘(2) INDIAN.—The term ‘Indian’ means a member of an Indian tribe or of a
tribal organization.

‘‘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 established in the Department of
Health and Human Services. The Office shall be headed by a Director.

‘‘(b) GRANTS, CONTRACTS, COOPERATIVE AGREEMENTS.—The Secretary shall carry
out functions of this subtitle through grants, contracts, or cooperative agreements.
‘‘SEC. 678A. TRAINING AND TECHNICAL ASSISTANCE.

‘‘(a) ACTIVITIES.—The Secretary shall use the amounts reserved in section
674(b)(2) for training, technical assistance, planning, evaluation, performance meas-
urement, corrective action activities (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 with eligible entities or with organizations or associations
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whose membership is composed of eligible entities or agencies that administer pro-
grams for eligible entities.

‘‘(b) PROCESS.—The process for determining the training and technical assistance
to be carried out under this section shall—

‘‘(1) ensure that the needs of eligible entities and programs relating to im-
proving program quality, including financial management practices, are ad-
dressed to the maximum extent feasible; and

‘‘(2) incorporate mechanisms to ensure responsiveness to local needs, includ-
ing an ongoing procedure for obtaining input from the national and State net-
work of eligible entities.

‘‘(c) DISTRIBUTION REQUIREMENT.—Of the amounts reserved under section
674(b)(2) for activities to be carried out under this section, not less than 1⁄2 of such
amounts shall be distributed directly to local eligible entities or to statewide organi-
zations whose membership is composed of eligible entities for the purpose of improv-
ing program quality (including financial management practices), management infor-
mation and reporting systems, measurement of program results, and for the purpose
of ensuring responsiveness to local neighborhood needs.
‘‘SEC. 678B. MONITORING OF ELIGIBLE ENTITIES.

‘‘(a) IN GENERAL.—In order to determine whether eligible entities meet the per-
formance goals, administrative standards, financial management requirements, and
other requirements of a State, the State shall conduct the following reviews of eligi-
ble 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 designated 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 return visits to eligible entities, and
their programs, that fail to meet the goals, standards, and requirements estab-
lished 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 training 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 improve-
ments 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 recommendations 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 re-
port submitted by the Secretary in accordance with section 678E(b)(2).
‘‘SEC. 678C. CORRECTIVE ACTION; TERMINATION AND REDUCTION OF FUNDING.

‘‘(a) DETERMINATION.—If the State determines, on the basis of a review pursuant
to subsection 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 (in-
cluding performance objectives), the State shall—

‘‘(1) inform the entity of the deficiency to be corrected;
‘‘(2) require the entity to correct the deficiency;
‘‘(3)(A) offer training and technical assistance, if appropriate, to help correct

the deficiency, 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 rea-
sons 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 implement, within 60 days after being informed of the
deficiency, a quality improvement plan to correct such deficiency within a rea-
sonable period of time, as determined by the State; and

‘‘(B) not later than 30 days after receiving from an eligible entity a proposed
quality improvement plan pursuant to subparagraph (A), either approve such
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proposed plan or specify the reasons why the proposed plan cannot be approved;
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 eligible entity is reviewable by the Secretary. The Secretary shall, upon re-
quest, review such a determination. The review shall be completed not later than
120 days after the determination to terminate the designation or reduce the fund-
ing. 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 allotment for the State shall be reduced by an amount equal to the funds pro-
vided under this subsection to such eligible entity.
‘‘SEC. 678D. FISCAL CONTROLS, AUDITS, AND WITHHOLDING.

‘‘(a) FISCAL CONTROLS, PROCEDURES, AUDITS, AND INSPECTIONS.—
‘‘(1) IN GENERAL.—A State that receives funds under this subtitle shall—

‘‘(A) establish fiscal control and fund accounting procedures necessary to
assure the proper disbursal of and accounting for Federal funds paid to the
State under this subtitle, including procedures for monitoring the funds
provided under this subtitle;

‘‘(B) ensure that cost and accounting standards of the Office of Manage-
ment and Budget apply to a recipient of funds under this subtitle;

‘‘(C) prepare, at least every year in accordance with paragraph (2) an
audit of the expenditures of the State of amounts received under this sub-
title and amounts transferred to carry out the purposes of this subtitle; and

‘‘(D) make appropriate books, documents, papers, 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 mechani-
cal reproduction on or off the premises of the appropriate entity upon a rea-
sonable request for the items.

‘‘(2) AUDITS.—Each audit required by subsection (a)(1)(C) shall be conducted
by an entity independent of any agency administering activities or services car-
ried out under this subtitle and shall be conducted in accordance with generally
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 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 be-
come 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 accord-
ance with the provisions of this subtitle, including the assurances such State
provided under section 676.

‘‘(2) RESPONSE TO COMPLAINTS.—The Secretary shall respond in an expedi-
tious 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 pro-
vided under section 676 that constitutes disregarding that assurance shall be
considered to be a complaint of a serious nature.

‘‘(3) INVESTIGATIONS.—Whenever the Secretary determines that there is a pat-
tern of complaints of failures described in paragraph (2) from any State in any
fiscal year, the Secretary shall conduct an investigation of the use of funds re-
ceived under this subtitle by such State in order to ensure compliance with the
provisions of this subtitle.

‘‘SEC. 678E. ACCOUNTABILITY AND REPORTING REQUIREMENTS.

‘‘(a) STATE ACCOUNTABILITY AND REPORTING REQUIREMENTS.—
‘‘(1) PERFORMANCE MEASUREMENT.—
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‘‘(A) IN GENERAL.—By October 1, 2001, each State that receives funds
under this subtitle shall participate, and shall ensure that all eligible enti-
ties in the State participate, in a performance measurement system, which
may be a performance measurement system established by the Secretary
pursuant to subsection (b), or an alternative system that meets the require-
ments of subsection (b).

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

‘‘(2) ANNUAL REPORT.—Each State shall annually prepare and submit to the
Secretary a report 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 serv-
ices block grant program, 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 in-
clude 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 REPORTING REQUIREMENTS.—
‘‘(1) PERFORMANCE MEASUREMENT.—The Secretary, in collaboration with the

States and with eligible entities throughout the Nation, shall facilitate the de-
velopment of 1 or more model performance measurement systems, which may
be used by the States and by eligible entities to measure their performance in
carrying out the requirements of this subtitle and in achieving the goals of their
community action plans. The Secretary shall provide technical assistance, in-
cluding support for the enhancement of electronic data systems, to States and
to eligible 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 eligi-
ble entities in the State, under the community services block grant pro-
gram, as contained in each State plan submitted pursuant to section 676;

‘‘(B) a description of how funds were actually spent by the State and eligi-
ble 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 eligible 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 en-
tities as is determined 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 accordance
with subsection (a)(2); and

‘‘(F) any additional information that the Secretary considers to be appro-
priate 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) SUBMISSION.—The Secretary shall 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 the report described in paragraph (2), and
any comments the Secretary may have with respect to such report. The report
shall include definitions of direct, indirect, and administrative costs used by the
Department of Health and Human Services for programs funded under this sub-
title.

‘‘(4) COSTS.—Of the funds reserved under section 674(b)(3), not more than
$350,000 shall be available to carry out the reporting requirements contained
in paragraph (2) and the provision of technical assistance described in para-
graph (1).
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‘‘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 arrange-
ments to carry out the purposes of this subtitle, for the purchase or improve-
ment of land, or the purchase, construction, or permanent improvement (other
than low-cost residential 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 re-
quest 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 AGENCY.—For purposes of chapter 15

of title 5, United States Code, any entity that assumes responsibility for plan-
ning, developing, and coordinating activities under this subtitle and receives as-
sistance under this subtitle shall be deemed to be a State or local agency. For
purposes of paragraphs (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 provision of services,
or the employment or assignment of personnel, in a manner supporting or re-
sulting in the identification of such programs with—

‘‘(A) any partisan or nonpartisan political activity 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 prospective voters with transpor-
tation to the polls or similar assistance in connection with any such elec-
tion; or

‘‘(C) any voter registration activity.
‘‘(3) RULES AND REGULATIONS.—The Secretary, after consultation with the Of-

fice of Personnel Management, shall issue rules and regulations to provide for
the enforcement of this subsection, which shall include provisions for summary
suspension of assistance or other action necessary to permit enforcement on an
emergency basis.

‘‘(c) NONDISCRIMINATION.—
‘‘(1) IN GENERAL.—No person shall, on the basis of race, color, religion, na-

tional 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 Discrimination Act of
1975 (42 U.S.C. 6101 et seq.) or with respect to an otherwise qualified individ-
ual with a disability as provided in section 504 of the Rehabilitation Act of 1973
(29 U.S.C. 794) or title II 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 received a payment under this subtitle has failed to comply with para-
graph (1) or an applicable regulation, the Secretary shall notify the chief execu-
tive 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 secure 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 provided 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 provided by law.
‘‘(3) ACTION OF ATTORNEY GENERAL.—When a matter is referred to the Attor-

ney General pursuant to paragraph (2), or whenever the Attorney 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 subsection, the Attorney General
may bring a civil action in any appropriate United States district court for such
relief as may be appropriate, including injunctive relief.
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‘‘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 gov-
ernment under this subtitle, the government shall consider, on the same basis as
other nongovernmental organizations, faith-based organizations to provide the as-
sistance under the program, so long as the program is implemented in a manner
consistent with the Establishment Clause of the first amendment to the Constitu-
tion. Neither the Federal Government nor a State or local government receiving
funds under this subtitle shall discriminate against an organization that provides
assistance under, or applies to provide assistance 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 government shall require a faith-based organization to remove religious art,
icons, scripture, or other symbols in order to be eligible to provide assistance under
a program described in subsection (a).

‘‘(c) LIMITATIONS ON USE OF FUNDS FOR CERTAIN 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 proselytiza-
tion.

‘‘(d) FISCAL ACCOUNTABILITY.—
‘‘(1) IN GENERAL.—Except as provided in paragraph (2), any faith-based orga-

nization providing assistance under any program described in subsection (a)
shall be subject to the same regulations as other nongovernmental organiza-
tions to account in accord with generally accepted accounting 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.

‘‘(a) GRANTS, CONTRACTS, ARRANGEMENTS, 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 or-
ganizations (and for-profit organizations, to the extent specified in (2)(E)) for
each of the objectives described 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 development corporations to pro-
vide technical and financial assistance for economic development activities
designed to address the economic needs of low-income individuals and fami-
lies by creating employment and business development opportunities.

‘‘(B) CONSULTATION.—The Secretary shall exercise the authority provided
under subparagraph (A) after consultation with other relevant Federal offi-
cials.

‘‘(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 residents of the community and business
and civic leaders and shall have as a principal purpose planning, develop-
ing, or managing low-income housing or community development projects.

‘‘(D) GEOGRAPHIC DISTRIBUTION.—In making grants to carry out this
paragraph, the Secretary shall take into consideration the geographic dis-
tribution 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 Secretary may reserve not more than 1 percent for each fis-
cal year to make grants to private, nonprofit organizations or to enter into
contracts with private, nonprofit or for-profit organizations to provide tech-
nical assistance to aid community development corporations in developing
or implementing activities funded to carry out this paragraph and to evalu-
ate activities funded to carry out this paragraph.

‘‘(3) RURAL COMMUNITY DEVELOPMENT ACTIVITIES.—The Secretary shall pro-
vide the assistance described in paragraph (1) for rural community development
activities, which shall include—
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‘‘(A) grants to private, nonprofit corporations that provide assistance con-
cerning home repair to rural low-income families and planning and develop-
ing low-income rural rental housing units; and

‘‘(B) grants to multistate, regional, private, nonprofit organizations to pro-
vide training and technical assistance to small, rural communities in meet-
ing their community facility needs.

‘‘(4) NEIGHBORHOOD INNOVATION PROJECTS.—The Secretary shall provide the
assistance described in paragraph (1) for neighborhood innovation 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 overcoming special problems identified by communities or neighbor-
hoods or otherwise assist in furthering the purposes of this subtitle, and which
may include projects that are designed to serve low-income individuals and fam-
ilies who are not being effectively served by other programs.

‘‘(b) EVALUATION.—The Secretary shall require all activities receiving assistance
under this section to be evaluated for their effectiveness. Funding for such evalua-
tions shall be provided as a stated percentage of the assistance or through a sepa-
rate grant awarded by the Secretary 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 section. The Secretary shall annually submit the report to the
Chairperson of the Committee on Education and the Workforce of the House of Rep-
resentatives and the Chairperson of the Committee on Labor and Human Resources
of the Senate.’’.
SEC. 103. 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 inserting ‘‘$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 following:
‘‘(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 representa-
tives of local youth, family, and social service organizations, schools, en-
tities that provide park and recreation services, entities that provide
training services, and community-based organizations that serve high-
risk youth, is established; or

‘‘(ii) 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 appropriate social service entities in order to link program partici-
pants with year-round services in their home communities that support and
continue 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 may
be necessary for fiscal years 2000 through 2003’’; and

(4) by striking sections 683 and 684, and inserting the following:
‘‘SEC. 683. DRUG TESTING AND PATERNITY DETERMINATIONS.

‘‘(a) DRUG TESTING PERMITTED.—(1) Nothing in this subtitle shall be construed to
prohibit a State from testing participants in programs, activities, or services carried
out under this subtitle 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 con-
sidered to be expended for administrative expenses and shall be subject to the limi-
tation specified in section 675(b)(2).
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‘‘(b) PATERNITY DETERMINATIONS.—During each fiscal year for which an eligible
entity receives a grant under section 675C, such entity shall—

‘‘(1) inform custodial parents in single-parent families that participate in pro-
grams, activities, or services carried out under this subtitle about the availabil-
ity of child support services;

‘‘(2) refer eligible parents to the child support offices of State and local govern-
ments; 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 construed to be a reference
to the poverty line defined in section 673 of this subtitle. Any reference in any provi-
sion of law to any community action agency designated under title II of the Eco-
nomic Opportunity Act of 1964 shall be construed to be a reference to an entity eli-
gible to receive funds under the community services block grant program.’’.
SEC. 104. ASSETS FOR INDEPENDENCE.

The Community Services Block Grant Act (42 U.S.C. 9901–9912), as amended by
sections 102 and 103, is amended—

(1) by striking ‘‘this subtitle’’ each place it appears (other than in section 671)
and inserting ‘‘this part’’, and

(2) by inserting the following after section 671:
‘‘PART A—COMMUNITY SERVICES GRANTS’’,

and
(3) by adding at the end the following:

‘‘PART B—ASSETS FOR INDEPENDENCE
‘‘SEC. 685. SHORT TITLE.

‘‘This part 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 con-

sumption, but also requires savings, investment, and accumulation of assets be-
cause assets can improve economic independence and stability, connect individ-
uals with a viable and hopeful future, stimulate development of human and
other capital, and enhance the welfare of offspring.

‘‘(2) Fully 1⁄2 of all Americans have either no, negligible, or negative assets
available for investment, just as the price of entry to the economic mainstream,
the cost of a house, an adequate education, and starting a business, is increas-
ing. Further, the household savings rate of the United States lags far behind
other industrial nations presenting a barrier to economic growth.

‘‘(3) In the current tight fiscal environment, the United States should invest
existing resources in high-yield initiatives. There is reason to believe that the
financial returns, including increased income, tax revenue, and decreased wel-
fare cash assistance, resulting from individual development accounts will far ex-
ceed the cost of investment in those accounts.

‘‘(4) Traditional public assistance programs concentrating on income and con-
sumption have rarely been successful in promoting and supporting the transi-
tion 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 part are to provide for the establishment of demonstration
projects designed to determine—

‘‘(1) the social, civic, psychological, and economic effects of providing to indi-
viduals and families with limited means an incentive to accumulate assets by
saving a portion of their earned income;

‘‘(2) the extent to which an asset-based policy that promotes saving for post-
secondary education, homeownership, and microenterprise development 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 community in which they live.
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‘‘SEC. 688. DEFINITIONS.

‘‘In this part:
‘‘(1) APPLICABLE PERIOD.—The term ‘applicable period’ means, with respect to

amounts to be paid from a grant made for a project year, the calendar year im-
mediately preceding the calendar 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.

‘‘(3) 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, de-
posited by the individual in the individual development account of the indi-
vidual;

‘‘(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);

‘‘(ii) payments necessary to prevent the eviction of the individual
from the residence of the individual, or foreclosure on the mortgage for
the principal residence of the individual, as defined in paragraph (8)(B);
or

‘‘(iii) payments necessary to enable the individual to meet necessary
living expenses following loss of employment.

‘‘(4) HOUSEHOLD.—The term ‘household’ means all individuals who share use
of a dwelling unit as primary quarters for living and eating separate from other
individuals.

‘‘(5) INDIVIDUAL DEVELOPMENT ACCOUNT.—
‘‘(A) IN GENERAL.—The term ‘individual development account’ means a

trust created or organized in the United States exclusively for the purpose
of paying the qualified expenses of an eligible individual, or enabling the
eligible individual to make an emergency withdrawal, but only if the writ-
ten governing instrument creating the trust meets the following require-
ments:

‘‘(i) No contribution will be accepted unless it is in cash or by check.
‘‘(ii) The trustee is a federally insured financial institution, or a State

insured financial institution if no federally insured financial institution
is available.

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

‘‘(iv) The assets of the trust will not be commingled with other prop-
erty except in a common trust fund or common investment fund.

‘‘(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 purpose of paying the qualified
expenses of the eligible individual, or enabling the eligible individual
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 development account established for the benefit of
an eligible individual.

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

‘‘(6) PROJECT YEAR.—The term ‘project year’ means, with respect to a dem-
onstration project, any of the 5 consecutive 12-month periods beginning on the
date the project is originally authorized to be conducted.

‘‘(7) QUALIFIED ENTITY.—
‘‘(A) IN GENERAL.—The term ‘qualified entity’ means—
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‘‘(i) one or more not-for-profit organizations described in section
501(c)(3) of the Internal Revenue Code of 1986 and exempt from tax-
ation under section 501(a) of such Code; or

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

‘‘(B) RULE OF CONSTRUCTION.—Nothing in this paragraph shall be con-
strued as preventing an organization described in subparagraph (A)(i) from
collaborating with a financial institution or for-profit community develop-
ment corporation to carry out the purposes of this part.

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

‘‘(A) POSTSECONDARY EDUCATIONAL EXPENSES.—Postsecondary edu-
cational expenses paid from an individual development account directly to
an eligible educational institution. In this subparagraph:

‘‘(i) POSTSECONDARY EDUCATIONAL EXPENSES.—The term ‘postsecond-
ary educational expenses’ means the following:

‘‘(I) TUITION AND FEES.—Tuition and fees required for the enroll-
ment or attendance of a student at an eligible educational institu-
tion.

‘‘(II) FEES, BOOKS, SUPPLIES, AND EQUIPMENT.—Fees, books, sup-
plies, and equipment required for courses of instruction at an eligi-
ble educational institution.

‘‘(ii) ELIGIBLE EDUCATIONAL INSTITUTION.—The term ‘‘eligible edu-
cational institution’ means the following:

‘‘(I) INSTITUTION OF HIGHER EDUCATION.—An institution de-
scribed 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 part.

‘‘(II) POSTSECONDARY VOCATIONAL EDUCATION SCHOOL.—An area
vocational education school (as defined in subparagraph (C) or (D)
of section 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 defined in section 521(33) of such Act), as such sections
are in effect on the date of enactment of this part.

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

‘‘(i) PRINCIPAL RESIDENCE.—The term ‘principal 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
residence. The term includes any usual or reasonable settlement, fi-
nancing, or other closing costs.

‘‘(iii) QUALIFIED FIRST-TIME HOMEBUYER.—
‘‘(I) IN GENERAL.—The term ‘qualified first-time homebuyer’

means an individual participating in the project (and, if married,
the individual’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 subparagraph
applies.

‘‘(II) DATE OF ACQUISITION.—The term ‘date of acquisition’ means
the date on which a binding contract to acquire, construct, or re-
construct the principal residence to which this subparagraph ap-
plies is entered into.

‘‘(C) BUSINESS CAPITALIZATION.—Amounts paid from an individual devel-
opment account directly to a business capitalization account which is estab-
lished in a federally insured financial institution (or in a State insured fi-
nancial institution if no federally insured financial institution is available)
and is restricted to use solely for qualified business capitalization expenses.
In this subparagraph:

‘‘(i) QUALIFIED BUSINESS CAPITALIZATION EXPENSES.—The term ‘‘quali-
fied business capitalization expenses’ means qualified expenditures for
the capitalization of a qualified business pursuant to a qualified plan.
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‘‘(ii) QUALIFIED EXPENDITURES.—The term ‘qualified expenditures’
means expenditures included in a qualified plan, including capital,
plant, equipment, working capital, and inventory expenses.

‘‘(iii) QUALIFIED BUSINESS.—The term ‘qualified 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—

‘‘(I) is approved by a financial institution, a microenterprise de-
velopment organization, or a nonprofit loan fund having dem-
onstrated fiduciary integrity;

‘‘(II) includes a description of services or goods to be sold, a mar-
keting plan, and projected financial statements; and

‘‘(III) may require the eligible individual to obtain the assistance
of an experienced entrepreneurial adviser.

‘‘(D) TRANSFERS TO IDAS OF FAMILY MEMBERS.—Amounts paid from an in-
dividual development account directly into another such account established
for the benefit of an eligible individual who is—

‘‘(i) the individual’s spouse; or
‘‘(ii) any dependent of the individual with respect to whom the indi-

vidual is allowed a deduction under section 151 of the Internal Revenue
Code of 1986.

‘‘(9) QUALIFIED SAVINGS OF THE INDIVIDUAL FOR THE PERIOD.—The term ‘quali-
fied savings of the individual for the period’ means the aggregate of the
amounts contributed by the individual to the individual development account of
the individual during the period.

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

‘‘(11) TRIBAL GOVERNMENT.—The term ‘tribal government’ means a tribal or-
ganization, as defined in section 4 of the Indian Self-Determination and Edu-
cation Assistance Act (25 U.S.C. 450b) or a Native Hawaiian organization, as
defined 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 part, the Secretary shall publicly announce the
availability of funding under this part for demonstration projects and shall ensure
that applications to conduct the demonstration projects are widely available to
qualified entities.

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

‘‘(c) CRITERIA.—In considering whether to approve an application to conduct a
demonstration project under this part, 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 activities requiring qualified expenses. In making such
assessment, the Secretary shall consider the overall quality of project activities
in making any particular kind or combination of qualified expenses to be an es-
sential feature of any project.

‘‘(2) ADMINISTRATIVE ABILITY.—The experience and ability of the applicant to
responsibly administer the project.

‘‘(3) ABILITY TO ASSIST PARTICIPANTS.—The experience and ability of the appli-
cant in recruiting, educating, and assisting project participants to increase their
economic independence and general well-being through the development of as-
sets.

‘‘(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 INFORMATION FOR EVALUATION.—The
adequacy of the plan for providing information relevant to an evaluation of the
project.

‘‘(6) OTHER FACTORS.—Such other factors relevant to the purposes of this part
as the Secretary may specify.

‘‘(d) PREFERENCES.—In considering an application to conduct a demonstration
project under this part, 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 chil-
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dren) is living with the child’s biological 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 unemployment.

‘‘(e) APPROVAL.—Not later than 9 months after the date of enactment of this part,
the Secretary shall, on a competitive basis, approve such applications to conduct
demonstration projects under this part as the Secretary deems appropriate, taking
into account the assessments 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 diverse populations.

‘‘(f) CONTRACTS WITH NONPROFIT ENTITIES.—The Secretary may contract with an
entity described in section 501(c)(3) of the Internal Revenue Code of 1986 and ex-
empt 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 con-

ducted by the Secretary at a lower cost.
‘‘SEC. 690. DEMONSTRATION AUTHORITY; ANNUAL GRANTS.

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

‘‘(b) GRANT AUTHORITY.—For each project year of a demonstration project con-
ducted under this part, the Secretary may make a grant to the qualified entity au-
thorized to conduct 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 public or private sector sources; or

‘‘(2) $1,000,000.
‘‘SEC. 691. RESERVE FUND.

‘‘(a) ESTABLISHMENT.—A qualified entity under this part, 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)—
‘‘(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 regu-
lations with respect to accounting for amounts in the Reserve Fund established
under subsection (a).

‘‘(c) 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 economic literacy, budgeting, credit, and counseling) and
information necessary to achieve economic self-sufficiency through activities
requiring qualified expenses;

‘‘(B) provide deposits in accordance with section 694 for individuals se-
lected by the qualified entity to participate in the demonstration project;

‘‘(C) administer the demonstration project; and
‘‘(D) provide the research organization evaluating the demonstration

project under section 698 with such information with respect to the dem-
onstration project as may be required for the evaluation.

‘‘(2) AUTHORITY TO INVEST FUNDS.—
‘‘(A) GUIDELINES.—The Secretary shall establish guidelines for investing

amounts in the Reserve Fund established under subsection (a) in a manner
that provides an appropriate balance between return, liquidity, and risk.

‘‘(B) INVESTMENT.—A qualified entity shall invest the amounts in its Re-
serve Fund that are not immediately needed to carry out the provisions of
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paragraph (1), in accordance with the guidelines established under subpara-
graph (A).

‘‘(3) LIMITATION ON USES.—Not more than 9.5 percent of the amounts pro-
vided to a qualified entity under section 698(b) shall be used by the qualified
entity for the purposes described in subparagraphs (A), (C), and (D) of para-
graph (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 administering a project, no qualified entity shall
use more than its proportional share for the purposes described in subpara-
graphs (A), (C), and (D) of paragraph (1).

‘‘(d) UNUSED FEDERAL GRANT FUNDS TRANSFERRED TO THE SECRETARY WHEN
PROJECT TERMINATES.—Notwithstanding subsection (c), upon the termination of any
demonstration project authorized under this section, the qualified entity 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 provided to the qualified entity by

all sources to conduct the project.
‘‘SEC. 692. ELIGIBILITY FOR PARTICIPATION.

‘‘(a) IN GENERAL.—Any individual who is a member of a household that is eligible
for assistance under the State temporary assistance for needy families program es-
tablished 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 part:

‘‘(1) INCOME TEST.—The adjusted gross income of the household does not ex-
ceed the earned income amount described in section 32 of the Internal Revenue
Code of 1986 (taking into account 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 member of the household; minus

‘‘(ii) the obligations or debts of any member of the household.
‘‘(C) EXCLUSIONS.—For purposes of determining the net worth of a house-

hold, a household’s assets shall not be considered to include the primary
dwelling unit and 1 motor vehicle owned by the household.

‘‘(b) INDIVIDUALS UNABLE TO COMPLETE THE PROJECT.—The Secretary shall estab-
lish such regulations as are necessary, including prohibiting future eligibility to par-
ticipate in any other demonstration project conducted under this part, to ensure
compliance with this part if an individual participating in the demonstration 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 PARTICIPATE.

‘‘From among the individuals eligible to participate in a demonstration project
conducted under this part, 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 sec-

tion 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 individual development ac-
count of each individual participating in the project, or into a parallel account main-
tained by the qualified entity—

‘‘(1) from the non-Federal funds described in section 689(c)(4), a matching con-
tribution 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 participant during that period;

‘‘(2) from the grant made under section 690(b), an amount equal to the match-
ing contribution made under paragraph (1); and
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‘‘(3) any interest that has accrued on amounts deposited under paragraph (1)
or (2) on behalf of that individual into the individual development account of
the individual or into a parallel account maintained by the qualified entity.

‘‘(b) LIMITATION ON DEPOSITS FOR AN INDIVIDUAL.—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 HOUSEHOLD.—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 necessary to ensure that funds held in an individual development account
are not withdrawn, except for 1 or more qualified expenses, or for an emergency
withdrawal. Such guidelines shall include a requirement that a responsible official
of the qualified entity conducting a project approve such withdrawal in writing. The
guidelines shall provide that no individual may withdraw funds from an individual
development account earlier than 6 months after the date on which the individual
first deposits funds in the account.

‘‘(e) REIMBURSEMENT.—An individual shall reimburse 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 individual fails
to make the reimbursement, the qualified entity administering the account shall
transfer the funds deposited into the account or a parallel account under section 694
to the Reserve Fund of the qualified entity, and use the funds to benefit other indi-
viduals participating in the demonstration project involved.
‘‘SEC. 695. LOCAL CONTROL OVER DEMONSTRATION PROJECTS.

‘‘A qualified entity under this part, other than a State or local government agency
or a tribal government, shall, subject to the provisions of section 697, have sole au-
thority over the administration of the project. The Secretary may prescribe only
such regulations or guidelines with respect to demonstration projects conducted
under this part as are necessary to ensure compliance with the approved applica-
tions and the requirements of this part.
‘‘SEC. 696. ANNUAL PROGRESS REPORTS.

‘‘(a) IN GENERAL.—Each qualified entity under this part shall prepare an annual
report on the progress of the demonstration project. Each report shall include both
program and participant information and shall specify for the period covered by the
report the following information:

‘‘(1) The number and characteristics of individuals making a deposit into an
individual development account.

‘‘(2) The amounts in the Reserve Fund established with respect to the project.
‘‘(3) The amounts deposited in the individual development accounts.
‘‘(4) The amounts withdrawn from the individual 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 qualified entity (such as peer support,
structured planning exercises, mentoring, and case management) 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 dem-
onstration project.

‘‘(b) SUBMISSION OF REPORTS.—The qualified entity shall submit each report re-
quired 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 government committed
funds to the demonstration project.

‘‘(c) TIMING.—The first report required by subsection (a) shall be submitted not
later than 60 days after the end of the calendar year in which the Secretary author-
ized the qualified entity to conduct the demonstration project, and subsequent re-
ports shall be submitted every 12 months thereafter, until the conclusion of the
project.
‘‘SEC. 697. SANCTIONS.

‘‘(a) AUTHORITY TO TERMINATE DEMONSTRATION PROJECT.—If the Secretary deter-
mines that a qualified entity under this part is not operating the demonstration
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project in accordance with the entity’s application or the requirements of this part
(and has not implemented any corrective recommendations directed by the Sec-
retary), the Secretary shall terminate such entity’s authority to conduct the dem-
onstration project.

‘‘(b) ACTIONS REQUIRED UPON TERMINATION.—If the Secretary terminates the au-
thority to conduct a demonstration project, the Secretary—

‘‘(1) shall suspend the demonstration project;
‘‘(2) shall take control of the Reserve Fund established pursuant to section

691;
‘‘(3) shall make every effort to identify another qualified entity (or entities)

willing and able to conduct the project in accordance with the approved applica-
tion (or, as modified, if necessary to incorporate the recommendations) and the
requirements of this part;

‘‘(4) shall, if the Secretary identifies an entity (or entities) described in para-
graph (3)—

‘‘(A) authorize the entity (or entities) to conduct the project in accordance
with the approved application (or, as modified, if necessary, to incorporate
the recommendations) and the requirements of this part;

‘‘(B) transfer to the entity (or entities) control over the Reserve Fund es-
tablished pursuant to section 691; and

‘‘(C) consider, for purposes of this part—
‘‘(i) such other entity (or entities) to be the qualified entity (or enti-

ties) originally authorized to conduct the demonstration project; and
‘‘(ii) the date of such authorization to be the date of the original au-

thorization; and
‘‘(5) if, by the end of the 1-year period beginning on the date of the termi-

nation, the Secretary has not found a qualified entity (or entities) described in
paragraph (3), shall—

‘‘(A) terminate the project; and
‘‘(B) from the amount remaining in the Reserve Fund established as part

of the project, remit to each source that provided funds under section
689(c)(4) to the entity originally authorized to conduct the project, an
amount that bears the same ratio to the amount so remaining as the
amount provided by the source under section 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
part, the Secretary shall enter into a contract with an independent research organi-
zation to evaluate, individually and as a group, all qualified entities and sources
participating in the demonstration projects conducted under this part.

‘‘(b) FACTORS TO EVALUATE.—In evaluating any demonstration project conducted
under this part, the research organization shall address the following factors:

‘‘(1) The effects of incentives and organizational or institutional support on
savings behavior 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 accumula-
tion, and how such effects vary among different populations or communities.

‘‘(4) The effects of individual development accounts on homeownership, level
of postsecondary education attained, and self-employment, and how such effects
vary among different populations or communities.

‘‘(5) The potential financial returns to the Federal Government and to other
public sector and private sector investors in individual development accounts
over a 5-year and 10-year period of time.

‘‘(6) The lessons to be learned from the demonstration projects conducted
under this part 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 part, the research organization shall—
‘‘(1) for at least 1 site, use control groups to compare participants with non-

participants;
‘‘(2) before, during, and after the project, obtain 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.
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‘‘(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 dem-
onstration project under this part, and every 12 months thereafter until all
demonstration projects conducted under this part are completed, the Secretary
shall submit to Congress an interim report setting forth the results of the re-
ports submitted pursuant to section 696(b).

‘‘(2) FINAL REPORTS.—Not later than 12 months after the conclusion of all
demonstration projects conducted under this part, the Secretary shall submit to
Congress a final report setting forth the results and findings of all reports and
evaluations conducted pursuant to this part.

‘‘(e) EVALUATION EXPENSES.—The Secretary shall expend such sums as may be
necessary, but not less than 2 percent of the amount appropriated under section
699A for a fiscal year, to carry out the purposes of this section.
‘‘SEC. 699. TREATMENT OF FUNDS.

‘‘Of the funds deposited in individual development accounts for eligible individ-
uals, only the funds deposited by the individuals (including interest accruing on
those funds) may be considered to be income, assets, or resources of the individuals
for purposes of determining eligibility for, or the amount of assistance furnished
under, any Federal or federally assisted program based on need.
‘‘SEC. 699A. AUTHORIZATION OF APPROPRIATIONS.

‘‘There is authorized to be appropriated to carry out this part, $25,000,000 for
each of fiscal years 1999, 2000, 2001, and 2002, to remain available until ex-
pended.’’.
SEC. 105. 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 October 1, 1998.

TITLE II—AMENDMENTS TO THE LOW-INCOME
HOME ENERGY ASSISTANCE ACT OF 1981

SEC. 201. SHORT TITLE.

This title may be cited as the ‘‘Low-Income Home Energy Assistance Amendments
of 1998’’.
SEC. 202. 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 such Act (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 obligation 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 inserting ‘‘for each of the fiscal years 1999, 2000,
and 2001.’’.

(d) TECHNICAL AMENDMENT.—Section 2602(e) of such Act (42 U.S.C. 8621(e)) is
amended by striking ‘‘subsection (g)’’ and inserting ‘‘subsection (e) of such section’’.
SEC. 203. DEFINITIONS.

Section 2603(4) of the Low-Income Home Energy 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. 204. NATURAL DISASTERS AND OTHER EMERGENCIES.

(a) DEFINITIONS.—Section 2603 of the Low-Income Home Energy Assistance Act
of 1981 (42 U.S.C. 8622) is amended—
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(1) by redesignating paragraphs (6) through (9) as paragraphs (8) through
(11), respectively;

(2) by inserting before paragraph (8) (as redesignated 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 discre-
tion of the Secretary, may determine to be appropriate.’’;

(3) by redesignating paragraphs (1) through (5) as paragraphs (2) through (6),
respectively; and

(4) by inserting before paragraph (2) (as redesignated in paragraph (3)) the
following:

‘‘(1) EMERGENCY.—The term ‘emergency’ means—
‘‘(A) a natural disaster;
‘‘(B) a significant home energy supply shortage 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 util-

ity, a State regulatory agency, or another agency with necessary 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 program to provide supplemental security in-
come carried out under title XVI of the Social Security Act (42 U.S.C. 1381 et
seq.), or the State temporary 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
determined by the head of the appropriate Federal agency;

‘‘(F) a significant increase in unemployment, layoffs, or the number of house-
holds with an individual 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 such Act (42 U.S.C. 8623(g)) is amended
by striking the last 2 sentences and inserting the following: ‘‘In determining wheth-
er 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 Congress has re-
quested that the State receive the allotment, and such other factors as the Secretary
may find to be relevant. Not later than 30 days after making the determination, but
prior to releasing an allotted amount to a State, the Secretary shall notify Congress
of the allotments made pursuant to this subsection.’’.
SEC. 205. STATE ALLOTMENTS.

Section 2604 of the Low-Income Home Energy Assistance Act of 1981 (42 U.S.C.
8623) is amended—

(1) in subsection (b)(1), by striking ‘‘the Northern Mariana Islands, and the
Trust Territory of the Pacific Islands.’’ and inserting ‘‘and the Commonwealth
of the Northern Mariana Islands.’’;

(2) in subsection (c)(3)(B)(ii), by striking ‘‘application’’ and inserting ‘‘applica-
tions’’;

(3) by striking subsection (f);
(4) in the first sentence of subsection (g), by striking ‘‘(a) through (f)’’ and in-

serting ‘‘(a) through (d)’’; and
(5) by redesignating subsection (g) as subsection (e).

SEC. 206. ADMINISTRATION.

Section 2605 of the Low-Income Home Energy Assistance Act of 1981 (42 U.S.C.
8624) is amended—

(1) in subsection (b)—
(A) in paragraph (9)(A), by striking ‘‘and not transferred pursuant to sec-

tion 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 pro-
visions of this subsection.’’; and

(D) in the matter following paragraph (16), by inserting before ‘‘The Sec-
retary shall issue’’ the following: ‘‘The Secretary may not prescribe the man-
ner in which the States will comply with the provisions of this subsection.’’;
and
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(2) in subsection (c)(1)—
(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 propor-
tion of household income for home energy’’ before the period.

SEC. 207. 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. 208. 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 Energy 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 paragraphs (1) and (2) of subsection (b)

of such section 2607B.
(c) INCENTIVE GRANTS.—Section 2607B(b)(1) of the Low-Income Home Energy As-

sistance Act of 1981 (42 U.S.C. 8626b(b)(1)) is amended by striking ‘‘For each of the
fiscal years 1996 through 1999’’ and inserting ‘‘For each fiscal year’’.

(d) TECHNICAL AMENDMENTS.—Section 2607B of such Act (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 (I) (as redesignated in subparagraph

(A)), by striking ‘‘on’’ and inserting ‘‘of’’; and
(2) by redesignating subsection (g) as subsection (f).

Amend the title so as to read:
A bill to amend the Community Services Block Grant Act to reauthorize and make

improvements to that Act; and to amend the Low-Income Home Energy Assistance
Act of 1981 to reauthorize and make improvements to that Act.

PURPOSE

The purpose of this Act is to extend the authorization of the
Community Services Block Grant (CSBG) through the year 2003,
and make changes in the program that will better enable States
and local communities to eradicate poverty, revitalize high poverty
neighborhoods, and empower low-income individuals and commu-
nities to become self-sufficient. The bill also extends the authoriza-
tion of the Low-Income Home Energy Assistance Program
(LIHEAP) through the year 2001 and makes needed technical
changes.

COMMITTEE ACTION

The Committee on Education and the Workforce held one hear-
ing on the Low-Income Home Energy Assistance Program
(LIHEAP) on April 8, and one hearing on the Community Services
Block Grant (CSBG) on June 5, 1998.

The April 8, 1997 hearing was held by the Early Childhood,
Youth and Families Subcommittee in Washington, D.C. The Sub-
committee received testimony from the Honorable John Porter (R–
IL); the Honorable Joe Moakley (D–MA); the Honorable Jack Quinn
(R–NY); the Honorable Bernie Sanders (I–VT); the Honorable Dan
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Miller (R–FL); the Honorable Joe Kennedy (D–MA); Steve Asher,
Managing Director, Washington State Department of Community,
Trade and Economic Development, Olympia, Washington; Ruth
Lampi, Executive Director, National Fuel Fund Network, Silver
Spring, Maryland; Tom Schatz, President, Citizens Against Govern-
ment Waste, Washington, DC; Sara Ellison, Director of Community
Relations, Northeast Utilities, Hartford, Connecticut; Joel
Eisenberg, Oak Ridge National Laboratory, Washington, DC; Val
Martinez, Energy Services Director, Redwood Community Action
Agency, Eureka, California; and Connie Tolbert, Former LIHEAP
Beneficiary, Baltimore, Maryland.

The June 5, 1998 hearing on CSBG was also held by the Early
Childhood, Youth and Families Subcommittee in Washington, D.C.
The Subcommittee received testimony from Michael Micciche, Di-
rector, State of California Department of Community Services and
Development, Sacramento, California; the Honorable Carlton
Mitchell, Deputy Commissioner for Community Development, De-
partment of Youth and Community Development, City of New
York, New York; Lloyd Throne, Executive Director, Redwood Com-
munity Action Agency, Eureka, California; Melissa Glatz, Former
Program Participant, Carlisle, Pennsylvania; and Steven
Musselwhite, President, Musselwhite and Associates, and Chair-
man, Total Action Against Poverty Community Action Program,
Roanoke, Virginia. The Subcommittee also received testimony from
Mary Nelson, Director, Bethel New Life Community Development
Corporation, Chicago, Illinois; Mary Dupont, Director, Working
Capital Program, YWCA of New Castle County, Wilmington, Dela-
ware; Wilmington, Delaware; Janice McCree, Carver Tenants Asso-
ciation, Washington, D.C.; and Jerry Rickett, President, Kentucky
Highlands Investment Corporation, London, Kentucky.

LEGISLATIVE ACTION

On July 17, 1998, Representative Frank Riggs (R–CA) introduced
H.R. 4271, the Community Services Block Grant Act.

On July 29, 1998, the Committee on Education and the Work-
force assembled to consider H.R. 4271, the Community Services
Block Grant Act. H.R. 4271, as amended, was favorably reported by
the Education and the Workforce Committee by a voice vote.

SUMMARY

The Community Services Authorization Act of 1998 extends the
authorization for, and makes improvements to the Community
Services Block Grant Act and the Low-Income Home Energy Assist-
ance Act of 1981.

Title I of the bill extends the authorization of the Community
Services Block Grant at $535 million for fiscal year 1999, and such
sums as may be necessary for fiscal years 2000 through 2003.

The bill requires each recipient of CSBG funds to participate in
a performance measurement system that is developed through a
collaboration between the States and local eligible entities, facili-
tated by the Secretary of Health and Human Services, by October
1, 2001. This system will measure how CSBG funds are used to
promote self-sufficiency, family stability, and community revitaliza-
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tion. Program quality will be improved by requiring on-site compli-
ance reviews, enhancing opportunities for training and technical
assistance where deficiencies are noted, and providing opportuni-
ties for quality improvement plans and corrective action where
warranted.

The legislation protects local control by strengthening the role of
local tripartite boards in the design and implementation of both
privately and publicly-administered local programs to ensure low
income citizen participation in decision-making, planning and ad-
ministration of CSBG programs.

The bill clarifies that faith-based organizations and other neigh-
borhood-based organizations are eligible providers of services under
CSBG funded programs. The bill also adds several new initiatives
to the list of allowable State and local activities that can be carried
out under CSBG including programs that focus on literacy, commu-
nity policing, fatherhood initiatives, and after-school programs.

Title I of the bill also extends the authorization of the Commu-
nity Economic Development and Rural Community Facilities pro-
grams. It creates a new Neighborhood Innovation Project to provide
grants to neighborhood-based private nonprofit organizations for
the development of new approaches to overcoming problems that
are contributing to community breakdown. Additionally, the bill ex-
tends authorizations for the National Youth Sports Program and
the Community Food and Nutrition Program, with authorization
levels reflecting current funding levels.

The Committee-reported bill authorizes a four-year, $100 million
demonstration program of Individual Development Accounts (IDAs)
for low income working families and individuals. Individual Devel-
opment Accounts are dedicated, matched savings accounts that can
be used for purchasing a first home, meeting the costs of post-
secondary education, capitalizing a business, or addressing certain
defined hardship cases. Under the IDA program, nonprofit organi-
zations or State and local governments enter into partnerships
with low income individuals who deposit a self-determined portion
of their earned income in the account. The sponsoring organization
will match the individual’s deposit with funds provided through
this demonstration authority and other non-federal sources.

Title II authorizes the Low Income Home Energy Assistance Pro-
gram for 2 years at $1.1 billion for fiscal year 2000, and such sums
as may be necessary for fiscal year 2001. In addition, the bill main-
tains the authority for the issuance of LIHEAP emergency fund for
such fiscal years and includes new language defining the cir-
cumstances under which natural disasters and other emergencies
warrant the release of additional funding.

Title II also maintains the leveraging incentive program under
LIHEAP for fiscal years 2000 and 2001, and adds language requir-
ing States to target home weatherization services to households
with the lowest incomes and the highest energy burdens. Finally,
Title II requires the GAO to conduct a study of the Residential En-
ergy Assistance Challenge (REACH) program.
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COMMITTEE VIEWS

TITLE I—COMMUNITY SERVICES BLOCK GRANT

Statistics show that poverty touches a large proportion of Ameri-
cans over their lifetime. Sometimes it is a chronic condition that
lasts over years or even generations. More often, poverty comes as
a consequence of unexpected events or tragedies such as loss of a
job, illness, disability, or other reasons that can destroy a family’s
ability to support itself. Over the years, the Community Services
Block Grant (CSBG) has provided States and local communities
with a flexible stream of funding for activities that have a ‘‘measur-
able and potentially major impact on causes of poverty.’’

The Committee has found that the Community Services Block
Grant, and in particular the Community Action Agencies (CAAs)
and other eligible entities that deliver its programs, remain effec-
tive and essential elements of the nation’s efforts to fight poverty
and increase self sufficiency among low income individuals and
families. The CSBG program stands out as a unique example of ef-
fective partnerships between federal, State and local governments,
as well as the private and public sectors in our nation’s commu-
nities. However, more must be done to enhance coordination and
decrease duplication between CSBG and other social services pro-
grams designed to fight poverty and foster self-sufficiency. More
must be done to improve services to the nation’s poor across all so-
cial services programs. To this end, the Community Services Au-
thorization Act of 1998 was developed.

Purpose
The Committee-reported bill adds a new statement of purpose in

the Community Services Block Grant Act that stresses: the eradi-
cation of poverty, the revitalization of high poverty neighborhoods,
and the empowerment of low-income families and individuals to be-
come fully self-sufficient. In addition, the bill borrows from the pur-
pose contained in the original Economic Opportunity Act stressing
the importance of broadening the resource base for programs di-
rected to eliminate poverty, including a more active role for private,
religious, charitable, and neighborhood-based organizations in the
provision of services.

Designation of eligible entities and local tripartite boards
The Community Services Block Grant currently provides funds to

nearly 1,200 ‘‘eligible entities’’—mostly local nonprofit community
action agencies in 98 percent of all counties across the country.
These programs serve over 11.6 million low-income individuals,
and over 3.4 million low-income families each year. The community
action network has done a very effective job over the years at ad-
dressing the needs of high-poverty communities throughout the na-
tion. Recognizing the important and historical work of community
action agencies, the Committee has included language in the bill
grandfathering current eligible entities for the purpose of continu-
ing to administer programs under CSBG.

For areas that are not currently served by an existing eligible en-
tity, the bill amends Section 676A of the Act. The bill provides that
for any geographic area in a State is not, or ceases to be served
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by an eligible entity, the chief executive officer of the State may so-
licit applications and designate as the eligible agency for that area:
a private nonprofit eligible entity that already provides related
services in the unserved area; or another private nonprofit organi-
zation geographically located in the unserved area. In any such
designation, the organization must be of demonstrated effectiveness
in meeting the goals and purposes of the Act. The organization
must also be capable of providing a broad range of services de-
signed to eliminate poverty and foster self-sufficiency.

Because of the need to strengthen and maintain the stability and
effectiveness of the CSBG network and avoid disruptions of serv-
ices to low income neighborhoods, the Committee has clarified that
States may give first priority in granting such designation to exist-
ing eligible entities already providing services within such
unserved communities.

The Committee-reported bill also ensures that local tripartite
boards represent the areas they are serving. The Committee has
therefore included a requirement that if an entity in a contiguous
area is designated to serve an unserved area, such entity must
agree to add additional members to its tripartite board to ensure
adequate representation from the new community served, in each
of the three required categories. This is of particular importance
with respect to low-income representation. Those who represent
low-income individuals on the board must actually reside in the
neighborhood to be served.

Where no private, nonprofit organization is determined to be
qualified to serve as the eligible entity in a local area, the bill au-
thorizes the chief executive officer of the State to designate an ap-
propriate political subdivision of the State to serve as an eligible
entity for the area. However, in order to be qualified, political sub-
divisions must agree to administer CSBG funded programs through
a tripartite board or another mechanism specified by the state in
which low-income individuals are able to actively participate in de-
cision-making, planning and implementation of programs funded
by the block grant. This requirement is included in the bill to ad-
dress concerns over an apparent trend toward public entities or
local governments serving as the eligible entities. The number of
public agencies serving as eligible entities for CSBG has increased
from 129 in 1985 to 230 in 1995.

While many public agencies that administer CSBG programs do
an excellent job, the Committee is concerned that some public
agencies have not fully involved the public in the design and imple-
mentation of local programs. The current CSBG statute contains no
specific requirements concerning the role of local boards with re-
gard to the administration of programs run by public agencies.
Low-income representatives are currently required to serve only in
an advisory capacity rather than a policy-making capacity. How-
ever, as heard in testimony provided to the Committee by the City
of New York, public agencies can benefit a great deal from the full
participation of local community-based boards and councils. In New
York City for example, the local community is fully involved in the
design and delivery of programs under CSBG, ensuring that local
programs meet the specific needs of the community.
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The Committee-reported bill therefore strengthens the role of
local tripartite boards in the design and implementation of all local
CSBG programs whether administered by public or private, non-
profit entities. The local tripartite board structure that incorporates
local public officials, the private sector of the broader community,
and elected representation from the low-income neighborhoods
served, is at the heart of CSBG—making certain that federal funds
are channeled to real local needs and priorities. The Committee
finds that this proven structure should be fully utilized in all areas
of the nation served and for all local agencies receiving CSBG
funds.

Role of faith-based providers
The Committee bill recognizes the important role that private,

neighborhood-based organizations, including faith-based organiza-
tions, play in the comprehensive delivery of services to individuals
and families in poverty. Under the bill, we clarify that faith-based
providers are eligible providers of services. We also encourage these
organizations, as we do with all relevant organizations, to have sig-
nificant input into the design and implementation of the system.

The Committee has also attempted to reduce reasons for States
to under-utilize faith-based organizations because of their religious
character by specifically including them in the definition of private
nonprofit organizations, making it clear that they are eligible to
provide services under CSBG. Section 679 of the Act also prescribes
the circumstances under which such an entity may receive grants
and contracts under this program. Specifically, language has been
included which provides that faith-based organizations may partici-
pate in the CSBG program as long as the program is implemented
in a manner consistent with the Establishment Clause of the Con-
stitution. The language further provides that faith-based organiza-
tions shall not be required to remove religious art, icons, scripture
or other symbols as a condition of participating in a program fund-
ed with CSBG. Faith-based organizations receiving funds under
this Act may not use Federal funds for sectarian worship, instruc-
tion, or proselytization and must agree to submit to the fiscal ac-
countability requirements of the State, including requirements that
CSBG funds be segregated from other funds.

The Committee notes the historical importance of such entities
in serving the poor and believes that they should not be precluded
from participating in this program. The Committee feels it is im-
portant to clarify the eligibility of such organizations in order to
prevent future barriers (or in limited circumstances to correct exist-
ing barriers) to such participation. However, the Committee also
notes that faith-based organizations already appear to be well-uti-
lized in the delivery of services under CSBG programs throughout
the country.

Statewide activities and transfer authority
The Community Services Block Grant permits a State to spend

up to 10 percent of its CSBG allotment for Statewide activities,
with no more than 5 percent (or $55,000, whichever is greater) al-
lowed for State administrative costs. Through an amendment of-
fered in Committee by Mr. Souder of Indiana and Mr. Scott of Vir-
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ginia, a State may use all or a portion of its State-held funds (up
to 10 percent of its total State allotment) to offset revenue losses
attributable to a credit provided to individuals against State in-
come taxes, or a comparable benefit, for contributions to charitable
organizations working to prevent or reduce poverty.

Under this provision, States would only be allowed to utilize
CSBG funds to offset revenue loss from such tax credits which are
given for contributions to organizations which predominantly serve
those with incomes below 185 percent of poverty. Further, during
Committee consideration of this provision, Members of the Commit-
tee made it clear that States shall use funds for this purpose only
to supplement, not supplant the amount of funds that would, in the
absence of such federal funds, be made available for such purposes.
Federal funds accessed for these purposes are not intended to be
used for tuition assistance related to compulsory education require-
ments (not including tutoring, camps, skill development, and other
supplemental services and training); nor are these funds intended
to be used for providing legal services. This provision is intended
to encourage States to experiment with charity tax credits for do-
nations to charities working to alleviate poverty. A variety of eligi-
ble State charity tax credits already exist such as an individual tax
credit for additional giving in Arizona, and a tax credit for business
donations in Virginia authored by Rep. Scott when he was a State
legislator.

This State tax credit is intended to leverage more resources for
programs designed to fight poverty and foster self-sufficiency, mir-
roring the purpose of the Community Services Block Grant.

Unobligated funds
Under the Committee-reported bill, funds distributed to local eli-

gible entities are available for obligation for two years. However
section 675(c)(A)(3) of the Act provides that beginning on October
1, 2000, a State may recapture and redistribute funds distributed
to an eligible entity that are unobligated at the end of a fiscal year
if such unobligated funds exceed 20 percent of the amount distrib-
uted to the eligible entity. If the State elects to recapture funds in
accordance with this provision they shall redistribute such funds to
other eligible entities within the State or require the original recip-
ient of the funds to redistribute the funds to a private, nonprofit
organization located within the community served by the original
recipient of the funds. In either event, the Committee expects
States to keep an accurate account of funds recaptured and how
they are redistributed within the State and that they report on
these actions as part of their annual report to the Secretary.

Additional uses of funds
The activities of local CSBG programs vary widely depending on

the needs and circumstances of each local community. Common
uses of CSBG funds include the coordination of programs and serv-
ices for the poor, and the provision of emergency assistance in local
communities. CSBG funds are also spent on education (including
Head Start), employment, housing, nutrition, health, income man-
agement, and emergency services—filling gaps in programs that
are specifically designed to provide these services.
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Because CSBG is a very flexible block grant, the Committee did
not prescribe how funds in each local community must be spent.
The bill does however, include several new initiatives for which
States and local areas may use CSBG funds. These new initiatives
include: fatherhood and other community-based initiatives designed
to strengthen the family and encourage parental responsibility; ini-
tiatives to strengthen and improve the relationship between local
communities and law enforcement (which may include neighbor-
hood and community policing initiatives); literacy initiatives (in-
cluding family literacy initiatives); and youth development pro-
grams in high poverty communities that are designed to prevent
youth problems and crime (which may include after-school child
care and other youth development activities). The bill also
prioritizes programs that are tied to welfare reform and that en-
courage self-sufficiency.

Federal-to-State formula
Because the formula in the Community Services Block Grant has

remained constant since 1981, changes in poverty have not been re-
flected in the distribution of funds to States under the block grant
program over the past 17 years. To address this concern, the Com-
mittee-reported bill includes a change in the federal-to-State for-
mula, however this change only affects funds that are appropriated
in future years that exceed levels appropriated for CSBG in fiscal
year 1999. In other words, if and when funding exceeds the level
appropriated for CSBG in FY 1999, these additional funds would
be distributed to States in a manner similar to the formula that
was contained in the original Economic Opportunity Act (EOA)
with 1⁄3 based on the number of families living in poverty; 1⁄3 on
unemployment; and 1⁄3 on welfare participation.

Accountability, monitoring, evaluation, and technical assistance
The Committee-reported bill includes a number of provisions to

ensure both fiscal and performance accountability within the Com-
munity Services Block Grant program. While we do not want to tell
States and local communities what to do with funds provided under
this Act, we must have a better understanding of how federal funds
are spent and what types of services are provided.

The Committee bill includes a requirement that the Department
of Health and Human Services work with States and local eligible
entities to facilitate the development of a performance measure-
ment system to be used by States and local entities to measure
their performance in programs funded through CSBG. This builds
on a voluntary performance measurement system begun by States
and local entities with the help of the Department of Health and
Human Services several years ago called the Results-Oriented
Management and Accountability System (ROMA).

The Committee understands that developing a performance-
based measurement system for a program where local grantees
have enormous flexibility to pursue a diverse range of programs is
a complex undertaking. The Committee believes that ROMA is a
useful tool to assist local agencies in monitoring their success in
promoting self-sufficiency, family stability and community revital-
ization. States would also be able to use such a tool to ensure a
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results-oriented system. Therefore the bill provides for universal
participation in this or a similar performance measurement system.

Such a performance measurement system is intended to allow
local communities to determine their own priorities and establish
performance objectives accordingly. Each State and local eligible
entity that receives CSBG funds would be required to participate
in such a performance measurement system by October 1, 2001.
States would be required to annually prepare and submit a report
to the Secretary on the performance and the expenditure of funds
of the State and of the local eligible entities.

In addition to the performance measurement system established
under the bill, the Committee has required the chief executive offi-
cer of each State to designate a lead agency in the State to develop
the State plan to be submitted to the Secretary (which may cover
a two year period). The bill also requires States to hold at least one
public hearing on the proposed use and distribution of funds and
one legislative hearing every 3 years in conjunction with the devel-
opment of the State plan. States are also required to conduct re-
views of eligible entities funded under this Act, and where nec-
essary, to terminate eligibility or reduce funding for poor perform-
ing agencies.

The Committee is concerned about the number of States that
have historically filed CSBG plans after the beginning of the fiscal
year. The bill addresses this concern in two ways. First, Governors
are given the discretion of sending 2-year plans to HHS for ap-
proval, allowing for a longer planning period for CSBG programs.
Second, the bill requires that all plans be submitted to HHS at
least 30 days before the beginning of the first fiscal year covered
by the plan.

Monitoring is a critically important piece of the quality assurance
process. The Committee believes that the best way to ensure high
quality programs is for States, working with local eligible entities,
to develop performance and financial management standards and
to hold local entities accountable for those standards. Where appro-
priate, States should demand improved performance. The legisla-
tion therefore requires States to conduct an in-depth review of each
entity receiving funds under CSBG and to provide training and
technical assistance where the need is indicated.

The Committee recognizes the need for an equitable process
which allows CSBG recipients an opportunity to address quality
deficiencies. However, after completion of this process, programs
which cannot meet minimum requirements or their own outcome
measures should be sanctioned, which may include termination. If
a program falls short of minimum program standards, the State is
required to notify the program of the identified deficiencies. The
State may require immediate correction, or may allow the program
to develop a quality improvement plan. This plan shall be devel-
oped in a timely manner and approved by the State. The State
must provide training and technical assistance to the program if
requested, and determined to be in need of such assistance.

Grantees which feel that their funding has been terminated, sus-
pended or reduced unfairly may appeal the decision to the Sec-
retary. The Committee intends this process to ensure quality serv-
ices. However, the goal is not to deny services to a community
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served by a poor performing grantee. In such cases where funding
is reduced or terminated, States are expected to work to identify
a more capable grantee and provide, to the greatest extent possible,
a smooth transition of services from one grantee to the next.

In addition, the Secretary of Health and Human Services is au-
thorized to provide technical assistance to States and to local eligi-
ble entities to improve program performance and to correct pro-
gram deficiencies.

Under current law, the Department has funded a wide variety of
management support and improvement activities nationwide to
meet the challenges posed to the network of nearly 1200 CSBG
local agencies. This funding has supported start-up of the ROMA
performance measurement system, and other reporting, staff, and
institutional development systems. The Committee has determined
that these initiatives have been generally effective in maintaining
or raising the quality of CSBG management and should be contin-
ued.

The Committee finds however, that funding is inadequate for
technical assistance provided by State associations of local eligible
entities, which are the primary providers of training, technical as-
sistance, management support and electronic systems developed for
State and local systems. Therefore, the Committee has required
that of the funds reserved by the Secretary for technical assistance,
not less than half must be distributed directly to local eligible enti-
ties or to State associations of such entities for the provision of
such technical assistance.

Further, the Secretary is encouraged to establish a permanent
group experienced in the management of State and local CSBG pro-
grams and activities to assist the Department with the activities
described in Sections 678A through 678C related to the correction
of deficiencies identified by a State.

Data collection
The Committee applauds the work of the National Association of

Community Services Programs in preparing an annual CSBG sta-
tistical report. However, the Committee is concerned that the Office
of Community Services (OCS) does not collect any additional infor-
mation from States or local agencies on the use of CSBG funds,
other than the annual statistical report. The Committee is encour-
aged that this will soon change as part of the application of ROMA
to CSBG across the nation.

Reports
Section 679(b) of current law requires the Secretary of HHS to

conduct evaluations of the use of CSBG funds in several States
each fiscal year. Among other things, these evaluations are re-
quired to assess the program’s impact on children, pregnant adoles-
cents, homeless families, and the elderly poor. The Committee is
very concerned that the Department has ignored this requirement
and has not submitted an annual report to Congress since 1991.
The Office of Community Services anticipates a consolidated report
for years 1992–1997 by the end of this summer. The Committee
looks forward to receiving this report.
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Discretionary programs and related activities
The Committee has included a new Neighborhood Innovation

Project under the 9% discretionary account provided for the Sec-
retary. The Committee intends that these funds be made available
to entities that are not currently eligible entities under CSBG. The
purpose of these grants is to support local, neighborhood-based, pri-
vate nonprofit organizations in the development of new approaches
or methods that will aid in overcoming special problems identified
by communities or neighborhoods.

The Committee also wishes to point out that while it has added
a new program as an allowable activity which may be funded
under the 9% discretionary set-aside, it does not anticipate a short-
fall in funds for the Community Economic Development (CED) and
Rural Community Facilities (RCF) programs. The Appropriations
Committee has traditionally provided funds for four separate pro-
grams out of the 9% set-aside—the CED and RCF programs, which
are allowable activities under this section, and the National Youth
Sports Program (NYSP) and the Community Food and Nutrition
Program (CFNP) which are separate discretionary programs.

The Committee bill clearly provides the CFNP and the NYSP
with their own separately appropriated accounts. The Committee
intends for these two programs to be provided with their own ap-
propriations, rather than including them under the 9% set-aside
where they compete with funds for programs specifically authorized
under the block grant.

Drug testing and paternity determinations
The Committee-reported bill includes a provision clarifying that

nothing in the Subtitle shall be construed to prohibit a State from
testing participants in programs, activities or services carried out
under CSBG for controlled substances, or from sanctioning such
participants who test positive for any such substances. The bill fur-
ther specifies that any funds provided under this subtitle that are
expended for such testing, must come from the State’s administra-
tive account, which is limited to 5 percent of the State’s total allot-
ment.

The Committee-reported bill also includes provisions directing el-
igible entities to inform custodial parents in single-parent families
that participate in programs, activities, or services carried out
under CSBG about the availability of child support services. The
bill further directs eligible entities to establish referral arrange-
ments with State and local government child support offices, and
to refer participants to such offices as appropriate.

Individual development accounts
In an amendment offered by Mr. Souder of Indiana, Ms. Woolsey

of California, Mr. Talent of Missouri, and Mr. Fattah of Pennsyl-
vania, during Committee consideration of H.R. 4271, a new dem-
onstration program was added to the Community Services Block
Grant Act authorizing $100 million over 4 years for establishment
of Individual Development Accounts (IDAs). IDAs are dedicated,
matched savings accounts that can be used for purchasing a first
home, meeting the costs of postsecondary education, capitalizing a
business, or addressing certain defined hardship cases. Under the
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IDA program, nonprofit organizations or state and local govern-
ments enter into partnerships with low-income individuals who de-
posit a self-determined amount from their earned income in the ac-
count. The sponsoring organizations match the individual’s deposit
with funds provided through this demonstration authority and
other non-federal sources.

This legislation supports the work that States and community
based organizations are doing in support of IDAs and other asset
based development strategies. The Committee believes that IDAs
hold great promise as a strategy to enable low-income people and
communities to move forward economically, participate in the
mainstream economy, and realize their dreams of good jobs, open-
ing their own small businesses, going to college, owning a home,
and bequeathing a better future for their children.

TITLE II—LOW INCOME HOME ENERGY ASSISTANCE PROGRAM

The Low Income Home Energy Assistance Program (LIHEAP)
provides a critical safety net for approximately 4.3 million low-in-
come families (in all 50 States) who cannot afford to heat their
homes in the winter and cool them in the summer. Almost 70 per-
cent of recipient families have annual incomes of less than $8,000,
33 percent have at least one member who is elderly, and 25 percent
have one member who is disabled. In addition, approximately one-
third of participating households have children under the age of
six.

The Committee has authorized LIHEAP at the FY 1998 funding
level of $1.1 billion in fiscal year 2000, and such sums as deter-
mined necessary in fiscal year 2001.

The Committee continues to recognize the need in times of crisis
for emergency/contingency funds to be released by the President
and has extended the authorization for this program through fiscal
year 2001.

The Committee also extended the authorization of the leveraging
program through fiscal year 2001. Under this program, funds are
used to reward States for initiatives that raise matching and pri-
vate sector funds for LIHEAP-related activities.

Since 1996, 25 percent of leveraging funds have been set aside
for the Residential Energy Assistance Challenge (REACH) pro-
gram. This program allows grantees to apply for funds to help eligi-
ble clients reduce their energy vulnerability. The Committee has
asked the Comptroller General to conduct an evaluation of the
REACH program and report its findings within two years of the
date of enactment of this Act. The Committee believes this study
should examine the uses of REACH funding and the amount of
funds that have been leveraged under the program.

The Committee has been concerned about problems related to the
release of emergency LIHEAP funds. A new provision has been
added in the Committee-reported bill to clarify the criteria by
which the President can release LIHEAP funds during a natural
disaster or emergency. The Committee is very concerned that the
President and the Secretary have felt constrained by the LIHEAP
statute when called upon by Members of Congress and Governors
to release emergency funds during crises that may not be exclu-
sively temperature driven, such as the spike in heating oil prices
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during the winter of 1996-97 and the severe ice storms in the
Northeast during the winter of 1997-98.

The Committee-reported bill specifically authorizes the President
to release LIHEAP emergency funds during natural disasters that
include, but are not limited to, cold or hot weather events, floods,
earthquakes, tornadoes, hurricanes, or ice storms. The Committee
has also clarified that the term ‘‘emergency’’ means a natural disas-
ter: a significant home energy supply shortage or disruption; a sig-
nificant increase in the cost of home energy, as determined by the
Secretary; a significant increase in home energy disconnections re-
ported by a utility, a State regulatory agency, or another agency
with necessary data; a significant increase in participation in a
public benefit program such as the Food Stamp program; a signifi-
cant increase in unemployment or layoffs; or any other event meet-
ing criteria as the Secretary may determine to be appropriate.

In determining whether a release of emergency funds should be
made to a State, the Secretary shall take into account the extent
to which the State was affected by the emergency or disaster; the
availability of other resources and other relevant criteria. It is ex-
pected that the Secretary will notify Congress within 30 days of
making a decision on the release of emergency funds, and shall no-
tify individual Members of Congress of the status of their request
for release of emergency funds within 30 days of receipt of such re-
quest.

SECTION-BY-SECTION ANALYSIS

TITLE I—AMENDMENTS TO THE COMMUNITY SERVICES BLOCK GRANT
ACT

Section 101 sets forth the short title of the Act as the ‘‘Commu-
nity Services Authorization Act of 1998’’.

Section 102 amends sections 671 through 680 of the Community
Services Block Grant Act as follows:

SUBTITLE B—COMMUNITY SERVICES BLOCK GRANT PROGRAM

‘‘Section 671 sets forth the short title of this subtitle as the ‘Com-
munity Services Block Grant Act’.

‘‘Section 672 sets forth the purposes and goals of Part A (as re-
designated) of the subtitle.

‘‘Section 673 contains definitions of ‘eligible entity’; ‘poverty line’;
‘private nonprofit organization’; ‘Secretary’; and ‘State’.

‘‘Section 674 authorizes appropriations of $535,000,000 for FY
1999 and such sums as may be necessary for each of FY 2000
through 2003 to carry out the provisions of Part A (as redesig-
nated) of this subtitle (other than section 681 and 682). Of annual
appropriations, the Secretary must reserve half of 1 percent for
payments to territories; 1 and one-half percent for activities of the
Secretary including technical assistance and monitoring activities
under sections 678 through 678F; and not more than 9 percent for
discretionary activities under section 680.

‘‘Section 675 authorizes the Secretary to establish a community
services block grant program and to make grants through the pro-
gram to States to ameliorate the causes of poverty in communities
within the States.
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‘‘Section 675A authorizes the Secretary to apportion reserved
funds among the territories and Freely Associated States on the
basis of need, and requires each territory and Freely Associated
State wishing to receive a grant to submit to the Secretary, and ob-
tain approval of, an application that describes the program for
which assistance is sought.

‘‘Section 675B sets forth the provisions for allotment and pay-
ment of funds to States.

‘‘Section 675C sets forth the provisions for the use of funds by
States, including a requirement that not less than 90 percent of
funds be used by the State to make grants to eligible entities; a
listing of the allowable uses of funds for statewide activities; and
establishes a process within States through which unobligated
funds may be redistributed.

‘‘Section 676 requires each State wishing to receive an allotment
of funds to designate a lead agency to carry out State activities
under the Act, and to submit an application and plan to the Sec-
retary, containing specified assurances and information.

‘‘Section 676A sets forth the provisions regarding the designation
and redesignation by States of eligible entities in unserved areas
of the State.

‘‘Section 676B sets forth provisions regarding tripartite boards
for eligible entities.

‘‘Section 677 sets forth provisions regarding direct payment of
funds by the Secretary to Indian tribes and tribal organizations.

‘‘Section 678 requires the Secretary to carry out functions under
this subtitle through an Office of Community Services, through
grants, contracts, or cooperative agreements.

‘‘Section 678A sets forth provisions regarding the use of funds,
for training and technical assistance by the Secretary; and requires
that at least one-half of the funds used by the Secretary be distrib-
uted to States and local eligible entities. Such activities shall assist
States and localities in meeting the evaluation, performance meas-
urement, corrective action, reporting, and data collection require-
ments of the Act.

‘‘Section 678B sets forth the provisions for state monitoring of eli-
gible entities to determine whether such entities meet performance
goals, administrative standards, financial management require-
ments, and other requirements of the State.

‘‘Section 678C sets forth the provisions for corrective action, ter-
mination and reduction of funding, in cases where a State deter-
mines that an eligible entity materially fails to comply with the
terms of an agreement or the State plan, or to meet appropriate
standards, goals, and other requirements established by the State.

‘‘Section 678D sets forth provisions for fiscal controls, audits, and
withholding of federal funds.

‘‘Section 678E sets forth State and federal accountability and re-
porting provisions, requiring States and eligible entities to partici-
pate in a performance measurement system facilitated by the Sec-
retary, or an alternative system; requiring States to submit an an-
nual report to the Secretary on the performance of eligible entities
within the State; and requiring the Secretary to submit to Con-
gress an annual report containing specified information.
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‘‘Section 678F sets forth limitations on the use of funds for con-
struction of facilities and political activities and establishes non-
discrimination provisions.

‘‘Section 679 sets forth provisions regarding the participation of
faith-based organizations in programs under this subtitle.

‘‘Section 680 sets forth provisions regarding the use of funds, re-
served under section 674, by the Secretary for specified discre-
tionary activities including community economic development,
rural community development, and neighborhood innovation
projects.

Section 103 amends the Community Services Block Grant Act by
striking section 681 and redesignating section 681A as section 681;
by extending the authorization of the Community Food and Nutri-
tion Program through FY 2003 and authorizes appropriations of
$5,000,000 for such program; by extending the authority for the
National Youth Sports Program through FY 2003; and by striking
section 683 and section 684 and inserting new sections as follows:

‘‘Section 683 sets forth provisions that States shall not be prohib-
ited from testing participants of programs, activities, or services
carried out under this subtitle for controlled substances, or from
imposing sanctions on such participants who test positive for any
such substances; and allows States to use State Administrative
funds to pay for such testing. Section 683 also requires eligible en-
tities receiving a grant under section 675C to inform custodial par-
ents in single-parent families participating in programs, activities
or services carried out under this subtitle about the availability of
child support services, and refer eligible parents to such child sup-
port services.

‘‘Section 684 provides that any reference in law to the poverty
line set forth in section 624 or 625 of the Economic Opportunity Act
shall be construed as a reference to the poverty line defined in sec-
tion 673 of this title. Any reference in law to a community action
agency designated under title II of the Economic Opportunity Act
shall be construed to be a reference to an eligible entity under the
Community Services Block Grant program.

Section 104 adds a new part to the Community Services Block
Grant which authorizes a four year demonstration program for in-
dividual development accounts (IDAs) which are matched savings
accounts for low-income individuals which can be used for post-
secondary education, purchase of a first home, and business cap-
italization. The program is authorized at $25 million for each of the
fiscal years 1999, 2000, 2001, and 2002.

Section 105 sets forth the effective date of this title as the date
of enactment, and specifies that the application of amendments
shall not apply with respect to fiscal years ending before October
1, 1998.

TITLE II—AMENDMENTS TO THE LOW-INCOME HOME ENERGY
ASSISTANCE ACT OF 1981

Section 201 sets forth the short title of title II as the ‘‘Low-In-
come Home Energy Assistance Amendments of 1998’’.

Section 202 amends section 2602(b) of the Low Income Home En-
ergy Assistance Act of 1981 to extend the authorization of the pro-
gram at $1,100,000 for FY 2000 and such sums as may be nec-
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essary for FY 2001. This section also amends section 2602(d) of the
Act to extend the authorization for the Incentive Program for
Leveraging Non-Federal Resources at $50,000,000 through FY
2001.

Section 203 makes technical amendments to section 2603 con-
taining the Act’s definitions.

Section 204 amends section 2603 of the Act by adding a new sec-
tion pertaining to natural disasters and other emergencies. This
section clarifies the criteria by which LIHEAP funds can be re-
leased in an emergency or natural disaster. The standards under
which such funds may be released include: (1) a natural disaster;
(2) a significant home energy supply shortage or disruption; (3) a
significant increase in the cost of home energy, as determined by
the Secretary; (4) a significant increase in home energy disconnec-
tions reported by a utility, a State regulatory agency, or another
agency with necessary data; (5) a significant increase in participa-
tion in a public benefit program such as the food stamp program;
(6) a significant increase in unemployment or layoffs; or (7) any
other event meeting criteria as the Secretary may determine to be
appropriate.

Section 205 amends section 2604 of the Act to clarify the partici-
pation of the Freely Associated States in the LIHEAP program.

Section 206 amends section 2605 of the Act, regarding adminis-
tration, making certain technical and conforming amendments, and
specifying that weatherization services be provided to households
with the lowest incomes that pay a high percentage of their income
on home energy.

Section 207 amends section 2607(b)(2)(B) of the Act to disallow
certain transfers out of the program.

Section 208 amends the title to require the Comptroller General
to conduct an evaluation of the Residential Energy Assistance
Challenge program and to report on its finding within 2 years of
the date of enactment of this Act.

EXPLANATION OF AMENDMENTS

The Amendment in the Nature of a Substitute is explained in the
body of this report.

APPLICATION OF LAW TO THE LEGISLATIVE BRANCH

Section 102(b)(3) of Public Law 104–1 requires a description of
the application of this bill to the legislative branch. This bill ex-
tends the authorization of the Community Services Block Grant
Act through the year 2003, and makes changes to Act that will bet-
ter enable States and local communities to eradicate poverty, revi-
talize high poverty neighborhoods, and empower low-income indi-
viduals and communities to become self-sufficient; and extends the
authorization of the Low Income Home Energy Assistance Program
through the year 2001. The bill does not prevent legislative branch
employees from receiving the benefits of this legislation.

CONSTITUTIONAL AUTHORITY STATEMENT

The Community Services Block Grant Act and the Low Income
Home Energy Assistance Program and the amendments thereto
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made by this bill are within Congress’s authority under Article I,
section 8, clause 1 of the Constitution.

UNFUNDED MANDATE STATEMENT

Section 423 of the Congressional Budget and Impoundment Con-
trol Act requires a statement of whether the provisions of the re-
ported bill include unfunded mandates. This bill extends the au-
thorization of the Community Services Block Grant Act through
the year 2003, and makes changes to Act that will better enable
States and local communities to eradicate poverty, revitalize high
poverty neighborhoods, and empower low-income individuals and
communities to become self-sufficient; and extends the authoriza-
tion of the Low Income Home Energy Assistance Program through
the year 2001. As such, the bill does not contain any unfunded
mandates.

STATEMENT OF OVERSIGHT FINDINGS AND RECOMMENDATIONS OF
THE COMMITTEE

In compliance with clause 2(l)(3)(A) of Rule XI and clause 2(b)(1)
of Rule X of the Rules of the House of Representatives, the Com-
mittee’s oversight findings and recommendations are reflected in
the body of this report.

STATEMENT OF OVERSIGHT FINDINGS OF THE COMMITTEE ON
GOVERNMENT REFORM AND OVERSIGHT

With respect to the requirement of clause 2(l)(3)(D) of Rule XI of
the Rules of the House of Representatives, the Committee has re-
ceived no report of oversight findings and recommendations from
the Committee on Government Reform and Oversight on the sub-
ject of H.R. 4271.

COMMITTEE ESTIMATE

Clause 7 of Rule XIII of the Rules of the House of Representa-
tives requires an estimate and a comparison by the Committee of
the costs that would be incurred in carrying out H.R. 4271. How-
ever, clause 7(d) of that rule provides that this requirement does
not apply when the Committee has included in its report a timely
submitted cost estimate of the bill prepared by the Director of the
Congressional Budget Office under section 403 of the Congressional
Budget Act.

BUDGET AUTHORITY AND CONGRESSIONAL BUDGET OFFICE COST
ESTIMATE

With respect to the requirements of clause 2(l)(3)(B) of Rule XI
of the House of Representatives and section 308(a) of the Congres-
sional Budget Act of 1974 and with respect to requirements of
2(l)(3)(C) of Rule XI of the House of Representatives and section
403 of the Congressional Budget Act of 1974, the Committee has
received the following cost estimate for H.R. 4271 from the Director
of the Congressional Budget Office:
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U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, July 31, 1998.
Hon. WILLIAM F. GOODLING,
Chairman, Committee on Education and the Workforce,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 4271, the Community
Services Authorization Act of 1998.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Sheila Dacey (for fed-
eral costs), Marc Nicole (for the state and local impact), and Bruce
Vavrichek (for the private-sector impact).

Sincerely,
JUNE E.O’NEILL, Director.

Enclosure.

H.R. 4271—Community Services Authorization Act of 1998
Summary: H.R. 4271 would reauthorize the Low-Income Home

Energy Assistance and Community Service Block Grant programs.
It would also authorize a new demonstration program designed to
encourage savings by individuals with low income and assets. As-
suming appropriation of the authorized amounts, outlays for these
programs would total $10 billion over the 1999–2003 period. Be-
cause enactment of H.R. 4271 would not affect direct spending or
receipts, pay-as-you-go procedures would not apply.

H.R. 4271 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates and Reform Act
(UMRA). The bill would, however, impose new data collection, mon-
itoring, and referral requirements on state, local, and tribal govern-
ments that administer community service programs. CBO esti-
mates that the costs of meeting these requirements would total
about $1 million annually. Under UMRA, such conditions of federal
assistance are not mandates.

Estimated cost to the Federal Government: The estimated budg-
etary effect of H.R. 4271 is summarized in Table 1. The costs of
this legislation fall within budget function 500 (education, training,
employment, and social services) and function 600 (income secu-
rity).

TABLE 1. SUMMARY OF ESTIMATED BUDGETARY EFFECTS OF H.R. 4271
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

SPENDING SUBJECT TO APPROPRIATION

Without Adjustments for Inflation
Authorizations under current law:

Estimated authorization level 1 ............................................. 1,842 2,650 600 600 600 600
Estimated outlays ................................................................. 1,700 2,239 812 341 300 300

Proposed changes:
Estimated authorization level ............................................... ............ 580 1,730 1,730 580 555
Estimated outlays ................................................................. ............ 403 1,559 1,867 1,026 736

Authorizations under H.R. 4271:
Estimated authorization level 1 ............................................. 1,842 3,230 2,330 2,330 1,180 1,155
Estimated outlays ................................................................. 1,700 2,642 2,371 2,208 1,326 1,036



45

TABLE 1. SUMMARY OF ESTIMATED BUDGETARY EFFECTS OF H.R. 4271—Continued
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

With Adjustments for Inflation

Authorizations under current law:
Estimated authorization level 1 ............................................. 1,842 2,650 600 600 600 600
Estimated outlays ................................................................. 1,700 2,239 812 341 300 300

Proposed changes:
Estimated authorization level ............................................... ............ 580 1,743 1,786 611 611
Estimated outlays ................................................................. ............ 403 1,567 1,910 1,068 786

Authorization under H.R. 4271:
Estimated authorization level 1 ............................................. 1,842 3,230 2,343 2,386 1,221 1,211
Estimated outlays ................................................................. 1,700 2,642 2,379 2,251 1,368 1,086

1 The 1998 level is the amount appropriated for that year.

Note.—Components may not sum to totals because of rounding.

Basis of estimate: Tables 2 and 3 detail the estimated impact of
H.R. 4271 on spending subject to appropriation by title, with and
without adjustments for inflation. In general, CBO assumes cur-
rent spending patterns in estimates of outlays.

TABLE 2. ESTIMATED EFFECTS OF H.R. 4271 ON AUTHORIZATIONS OF APPROPRIATIONS, WITHOUT
ADJUSTMENTS FOR INFLATION
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

Authorizations Under Current Law

Community Service Block Grant Program:
Budget authority ................................................................... 542 0 0 0 0 0
Estimated outlays ................................................................. 542 232 23 0 0 0

Low-Income Home Energy Assistance:
Estimated authorization level 1 ............................................. 1,300 2,650 600 600 600 600
Estimated outlays ................................................................. 1,158 2,008 789 341 300 300

Total authorizations:
Estimated authorization level 1 ............................................. 1,842 2,650 600 600 600 600
Estimated outlays ................................................................. 1,700 2,239 812 341 300 300

Changes Under H.R. 4271

Community Service Block Grant Program:
Estimated authorization level ............................................... ............ 555 555 555 555 555
Estimated outlays ................................................................. ............ 325 531 555 555 555

Assets for Independence:
Estimated authorization level ............................................... ............ 25 25 25 25 0
Estimated outlays ................................................................. ............ 3 19 35 34 8

Low-Income Home Energy Assistance:
Estimated authorization level ............................................... ............ 0 1,150 1,150 0 0
Estimated outlays ................................................................. ............ 75 1,010 1,277 438 173

Total changes:
Estimated authorization level ............................................... ............ 580 1,730 1,730 580 555
Estimated outlays ................................................................. ............ 403 1,559 1,867 1,026 736

Total Authorizations Under H.R. 4271

Total authorizations:
Estimated authorization level 1 ............................................. 1,842 3,230 2,330 2,330 1,180 1,155
Estimated outlays ................................................................. 1,700 2,642 2,371 2,208 1,326 1,036

1 The 1998 level is the amount appropriated for that year.

Note.—Components may not sum to totals because of rounding.
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TABLE 3. ESTIMATED EFFECTS OF H.R. 4271 ON AUTHORIZATIONS OF APPROPRIATIONS, WITH
ADJUSTMENTS FOR INFLATION
[By fiscal year, in millions of dollars]

1998 1999 2000 2001 2002 2003

Authorizations Under Current Law
Community Service Block Grant Program:

Budget authority ................................................................... 542 0 0 0 0 0
Estimated outlays ................................................................. 542 232 23 0 0 0

Low-Income Home Energy Assistance:
Estimated authorization level 1 ............................................. 1,300 2,650 600 600 600 600
Estimated outlays ................................................................. 1,158 2,008 789 341 300 300

Total authorizations:
Estimated authorization level 1 ............................................. 1,842 2,650 600 600 600 600
Estimated outlays ................................................................. 1,700 2,239 812 341 300 300

Changes Under H.R. 4271
Community Service Block Grant Program:

Estimated authorization level ............................................... ............ 555 568 582 596 611
Estimated outlays ................................................................. ............ 325 539 576 590 604

Assets for Independence:
Estimated authorization level ............................................... ............ 25 25 25 25 0
Estimated outlays ................................................................. ............ 3 19 35 34 8

Low-Income Home Energy Assistance:
Estimated authorization level ............................................... ............ 0 1,150 1,179 0 0
Estimated outlays ................................................................. ............ 75 1,010 1,299 444 174

Total changes:
Estimated authorization level ............................................... ............ 580 1,743 1,786 621 611
Estimated outlays ................................................................. ............ 403 1,567 1,910 1,068 786

Total Authorizations Under H.R. 4271
Total authorizations:

Estimated authorization level 1 ............................................. 1,842 3,230 2,343 2,386 1,221 1,211
Estimated outlays ................................................................. 1,700 2,642 2,379 2,251 1,368 1,086

1 The 1998 level is the amount appropriated for that year.
Note.—Components may not sum to totals because of rounding.

Title I, Part A: Community Services Block Grant. H.R. 4271
would reauthorize the Community Services Block Grant (CSBG)
and related programs. CSBG is a grant to states to provide a wide
variety of anti-poverty activities. Authorizations for CSBG and re-
lated programs would total $555 million in 1999 and $2.8 billion
over the 1999–2003 period, not including adjustments for inflation.

The bill would authorize CSBG at $535 million in 1999 and such
sums as necessary for the following four years. It would make sev-
eral changes to the program that CBO estimates would have no
budgetary effect, including allowing states to recapture and reobli-
gate funds that had been passed through to local agencies and re-
main unspent for a given period of time, clarifying that nonprofit
organizations include faith-based organizations, requiring states to
participate in a performance measurement system, allowing states
with charity tax credits more flexibility in how they spend grant
funds, and establishing a new program of grants to neighborhood-
based nonprofit organizations.

The bill would also reauthorize the Community Food and Nutri-
tion programs at $5 million in 1999 and such sums as necessary
for the following four years and the National Youth Sports pro-
grams at $15 million in 1999 and such sums as necessary for the
following four years.

Title II, Part B: Assets for Independence. H.R. 4271 would estab-
lish a new demonstration program designed to encourage saving by
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individuals with low income and assets. The program would be au-
thorized at $25 million annually for 1999 through 2002. Dem-
onstration grants would be awarded to nonprofit organizations up
to the lesser of $1 million or the aggregate amount of funds com-
mitted as matching funds by nonfederal sources. Grantees would
deposit federal and nonfederal funds received for the demonstration
project in a reserve fund pending disbursement to program partici-
pants. Grantees would use the interest earned on the reserve fund
for program purposes.

Individuals with low incomes and assets would be eligible to par-
ticipate in the program. Grantees would match participants’ depos-
its into savings accounts, called individual development accounts
(IDAs). The matching contributions would be between $0.50 and $4
for every $1 of earned income deposited in the IDA by a partici-
pant. Participants could withdraw funds from the IDA only for
specified purposes such as paying for postsecondary education,
first-time home purchase, or business capitalization.

Because it would take several months for the Secretary to award
grants and for the grantees to accumulate matching funds, CBO es-
timates that only 10 percent of the grant would be spent in 1999.
The rate of spending would accelerate in each of the following three
years.

Title III: Low-Income Home Energy Assistance. H.R. 4271 would
reauthorize the Low-Income Home Energy Assistance program
(LIHEAP) at $1.15 billion in each of fiscal years 2000 and 2001.
The bill would also change how a separate grant for emergency en-
ergy assistance would operate, increasing federal spending on those
grants.

The bill would reauthorize the basic LIHEAP grant, a formula
grant to states to provide energy assistance to low-income house-
holds, at $1.1 billion a year in 2000 and 2001. It would also reau-
thorize, at $50 million each of those years, the incentive program
to encourage states to develop nonfederal energy assistance re-
sources and the Residential Energy Assistance Challenge (REACH)
program that gives grants to states to operate energy-efficiency
educational programs. These programs are currently authorized
through the end of 1999.

The bill would change the operation of the grant for additional
energy assistance to states after a natural disaster or other emer-
gency. That grant is permanently authorized at $600 million annu-
ally. Funds are made available only after a formal determination
by the President that includes a designation of the amount re-
quested as an emergency requirement under the Balanced Budget
and Emergency Deficit Control Act of 1985. H.R. 4271 would create
a new definition of emergency that would result in a greater share
of available emergency funds being spent than in the past. Under
current law, in an average year, 50 percent of the emergency funds
made available are distributed by the Administration. The bill
would define emergency to include: a natural disaster; a significant
shortage of home energy supply; or a significant increase in the
cost of home energy, the number of home energy disconnections,
participation in public benefit programs, or the number of unem-
ployed. That definition of emergency is much broader than the one
the Administration currently uses to determine whether to declare
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an emergency and release additional LIHEAP funds. CBO esti-
mates that, under the new definition, 75 percent of the available
emergency funds would be spent. The provision would affect out-
lays starting in 1999.

Estimated Impact on State, local, and tribal governments: H.R.
4271 contains no intergovernmental mandates as defined in
UMRA. The bill would reauthorize the Community Services Block
Grant and Low-Income Home Energy Assistance program that pro-
vide grants to state, local, and tribal governments and nonprofit
agencies. H.R. 4271 would impose new data collection, monitoring,
and referral requirements on state, local, and tribal governments
that operate these programs. CBO estimates that the cost of meet-
ing these requirements would total about $1 million annually.
Under UMRA, such conditions of federal assistance are not man-
dates. For fiscal year 1998, CBO estimates that state, local, and
tribal governments will receive approximately $1.8 billion in grants
from the programs being reauthorized under the bill. Some of these
funds will be distributed to individuals and nonprofit organizations.

Estimated impact on the private sector: H.R. 3874 contains no
private-sector mandates as defined in UMRA.

Previous CBO estimate: On July 20, 1998, CBO provided an esti-
mate of S. 2206, the Human Services Reauthorization Act of 1998.
Where the provisions of S. 2206 and H.R. 4271 are the same, the
estimates are identical. This estimate corrects one error in the esti-
mate of S. 2206. The emergency appropriation for LIHEAP of $600
million should have been shown as permanently authorized.

Estimate prepared by: Federal costs—Sheila Dacey; impact on
state, local, and tribal governments—Marc Nicole; impact on the
private sector: Bruce Varichek.

Estimate approved by: Paul N. Van de Water, Assistant Director
for Budget Analysis.
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CORRESPONDENCE

COMMITTEE ON WAYS AND MEANS,
Washington, DC, July 21, 1998.

Hon. WILLIAM F. GOODLING,
Chairman, Committee on Education and the Workforce,
Washington, DC.

DEAR BILL: I am writing concerning H.R. 4271, the ‘‘Community
Services Block Grant Amendments of 1998,’’ which is scheduled to
be considered by the Committee on Education and the Workforce
on Wednesday, July 22, 1998. I understand that an amendment
may be offered by Mr. Souder, Mr. Talent, and Ms. Woolsey con-
sisting of the text of H.R. 4254, the ‘‘Assets for Independence Act,’’
which would authorize $25 million per year for five years to con-
duct demonstration projects on individual development accounts.
H.R. 4254, as introduced, was referred to the Committee on Ways
and Means, and in addition to the Committee on Education and the
Workforce.

I do not object to consideration of this amendment by your Com-
mittee. Accordingly, in order to expedite consideration of this legis-
lation, I do not believe that a markup by the Committee on Ways
and Means will be necessary on H.R. 4271, should the amendment
be adopted. This is being done with the understanding that it does
not in any way prejudice the Committee’s jurisdictional preroga-
tives on this necessary or any other similar legislation, and it
should not be considered as precedent for consideration of matters
of jurisdictional interest to the Committee in the future.

I would appreciate your response to this letter, confirming this
understanding with respect to H.R. 4271 and the proposed amend-
ment, and would ask that a copy of our exchange of letters on this
matter be included in your committee report. With best personal
regards,

Sincerely,
BILL ARCHER, Chairman.

COMMITTEE ON EDUCATION AND THE WORKFORCE
Washington, DC, July 27, 1998.

Hon. BILL ARCHER,
Chairman, Committee on Ways and Means,
House of Representatives, Washington, DC.

DEAR CHAIRMAN ARCHER. Thank you for your letter of July 21,
1998 regarding H.R. 4271, the Community Services Block Grant
Amendments of 1998, which is now scheduled for consideration by
the Committee on Education and the Workforce on Wednesday,
July 29, 1998. As you have correctly noted, it is my understanding
that Mr. Souder intends to offer an amendment consisting of the
text of H.R. 4254, the ‘‘Assets for Independent Act,’’ which was re-
ferred to the Committee on Ways and Means and in addition to the
Committee on Education and the Workforce.

I thank you for your willingness to facilitate expediting consider-
ation of H.R. 4271, should the Souder amendment be adopted by
the Committee, and to forego a markup by the Committee on Ways
and Means on this amendment. I agree that this procedural route
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should not be construed to prejudice the Committee on Ways and
Means’ jurisdictional interest and prerogatives on this amendment
or any other similar legislation and will not be considered as prece-
dent for consideration of matters of jurisdictional interest to your
Committee in the future.

I thank your for working with me regarding this matter. Your
letter and this response will be included in the Committee report
to accompany H.R. 4271. If you have questions regarding this mat-
ter, please do not hesitate to call me.

Sincerely,
BILL GOODLING, Chairman.

COMMITTEE ON COMMERCE,
Washington, DC, August 6, 1998.

Hon. WILLIAM F. GOODLING,
Chairman, Committee on Education and the Workforce,
House of Representatives, Washington, DC.

DEAR CHAIRMAN GOODLING: I understand that on Wednesday,
July 29, 1998, the Committee on Education and the Workforce or-
dered reported H.R. 4271, the Community Services Block Grant
Amendments of 1998. It is further my understanding that during
its full Committee consideration, the Education Committee adopted
an amendment to H.R. 4271 consisting of a reauthorization of the
Low Home Energy Assistance Act. As you know, the Low Income
Home Energy Assistance Act is within the jurisdiction of both the
Committee on Education and the Workforce and the Committee on
Commerce.

Recognizing your Committee’s desire to bring this legislation be-
fore the House before the end of the session, I will not seek a se-
quential referral of the bill. By agreeing not to seek a sequential
referral, the Commerce Committee does not waive its jurisdictional
interest in H.R. 4271 or any related legislation; my decision not to
seek a sequential referral of H.R. 4271 should not be construed in
any other way to prejudice the jurisdiction of the Commerce Com-
mittee. Furthermore, I would appreciate your support of my efforts
to seek appropriate representation for the Commerce Committee on
any House-Senate conference that may be convened on this legisla-
tion.

Thank you again for your attention to our jurisdictional interests
in H.R. 4271. I would appreciate your acknowledgment of this let-
ter and request that our exchange of letters be included in the Edu-
cation Committee’s report on H.R. 4271.

Sincerely,
TOM BLILEY, Chairman.

COMMITTEE ON EDUCATION AND THE WORKFORCE,
Washington, DC, August 6, 1998.

Hon. TOM BLILEY,
Chairman, Committee on Commerce,
House of Representatives, Washington, DC.

DEAR CHAIRMAN BLILEY: Thank you for your letter of today re-
garding H.R. 4271, the Community Services Block Grant Amend-
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ments of 1998, which was ordered favorably reported by the Com-
mittee on Education and the Workforce on Wednesday, July 29,
1998. As you have correctly noted, I offered an amendment consist-
ing of a reauthoriztion of the Low Income Home Energy Assistance
Act, which is within the jurisdiction of the Committee on Com-
merce and the Committee on Education and the Workforce.

I thank you for your willingness to facilitate expediting consider-
ation of H.R. 4271 and to forego a markup by the Committee on
Commerce on this amendment as added to this bill. I agree that
this procedural route should not be construed to prejudice the Com-
mittee on Commerce’s jurisdictional interest and prerogatives on
this amendment or any other similar legislation and will not be
considered as precedent for consideration of matters of jurisdic-
tional interest to your Committee in the future.

I very sincerely appreciate and thank you for working with me
regarding this matter. Your letter and this response will be in-
cluded in the Committee report to accompany H.R. 4271. If you
have questions regarding this matter, please do not hesitate to call
me.

Sincerely,
BILL GOODLING, Chairman.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, exist-
ing law in which no change is proposed is shown in roman):

COMMUNITY SERVICES BLOCK GRANT ACT

øSubtitle B—Community Services Block Grant Program

øSHORT TITLE

øSEC. 671. This subtitle may be cited as the ‘‘Community Serv-
ices Block Grant Act’’.

øCOMMUNITY SERVICES GRANTS AUTHORIZED

øSEC. 672. (a) The Secretary is authorized to make grants in ac-
cordance with the provisions of this subtitle, to States to ameliorate
the causes of poverty in communities within the State.

ø(b) There are authorized to be appropriated $525,000,000 for fis-
cal year 1995, and such sums as may be necessary for each of fiscal
years 1996 through 1998, to carry out the provisions of this sub-
title.

øDEFINITIONS

øSEC. 673. For purposes of this subtitle:
ø(1) The term ‘‘eligible entity’’ means any organization which

was officially designated as a community action agency or a
community action program under the provisions of section 210
of the Economic Opportunity Act of 1964 for fiscal year 1981,
or which came into existence during fiscal year 1982 as a di-
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rect successor in interest to such a community action agency
or community action program and meets all the requirements
under section 675(c)(3) of this Act with respect to the composi-
tion of the board, unless such community action agency or a
community action program lost its designation under section
210 of such Act as a result of a failure to comply with the pro-
visions of such Act. The term ‘‘eligible entity’’ also includes any
limited purpose agency designated under title II of the Eco-
nomic Opportunity Act of 1964 for fiscal year 1981 which
served the general purposes of a community action agency
under title II of such Act, unless such designated agency lost
its designation under title II of such Act as a result of a failure
to comply with the provisions of such Act, any grantee which
received financial assistance under section 222(a)(4) of the Eco-
nomic Opportunity Act of 1964 in fiscal year 1981, and any or-
ganization to which a State which applied for and received a
waiver from the Secretary under Public Law 98–139 made a
grant under this Act in fiscal year 1984. If any geographic area
of a State is not, or ceases to be, served by an eligible entity,
the chief executive officer of the State may decide to serve such
a new area by—

ø(A) requesting an existing eligible entity which is lo-
cated and provides services in an area contiguous to the
new area to serve the new area;

ø(B) if no existing eligible entity is located and provides
services in an area contiguous to the new area, requesting
the eligible entity located closest to the area to be served
or an existing eligible entity serving an area within rea-
sonable proximity of the new area to provide services in
the new area; or

ø(C) where no existing eligible entity requested to serve
the new area decides to do so, designating any existing eli-
gible entity, any organization which has a board meeting
the requirements of section 675(c)(3) or any political sub-
division of the State to serve the new area. In making a
designation under this subparagraph, such chief executive
officer shall give priority to such organization. Such offi-
cer’s designation of an organization which has a board
meeting the requirements of section 675(c)(3) or a political
subdivision of the State to serve the new area shall qualify
such organization as an eligible entity under this Act.

ø(2) The term ‘‘poverty line’’ means the official poverty line
defined by the Office of Management and Budget based on Bu-
reau of the Census data. The Secretary shall revise the poverty
line annually (or at any shorter interval the Secretary deems
feasible and desirable) which shall be used as a criterion of eli-
gibility in community service block grant programs. The re-
quired revision shall be accomplished by multiplying the offi-
cial poverty line by the percentage change in the Consumer
Price Index For All Urban Consumers during the annual or
other interval immediately preceding the time at which the re-
vision is made. Whenever the State determines that it serves
the objectives of the block grant established by this subtitle the
State may revise the poverty line to not to exceed 125 percent
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of the official poverty line otherwise applicable under this
paragraph.

ø(3) The term ‘‘Secretary’’ means the Secretary of Health and
Human Services.

ø(4) The term ‘‘State’’ means each of the several States, the
District of Columbia, the Commonwealth of Puerto Rico,
Guam, the Virgin Islands of the United States, American
Samoa, the Commonwealth of the Northern Mariana Islands,
and the Trust Territory of the Pacific Islands.

øSTATE ALLOCATIONS

øSEC. 674. (a)(1) Of the amounts appropriated for a fiscal year
pursuant to section 672(b), the Secretary may reserve not less than
one-half of 1 percent and not more than 1 percent for training,
technical assistance, planning, evaluation, and data collection ac-
tivities related to programs or projects carried out under this sub-
title. Such activities may be carried out by the Secretary through
grants, contracts, or cooperative agreements with eligible entities
or with organizations or associations whose membership is com-
posed of eligible entities or agencies that administer programs for
eligible entities.

ø(2) The process for determining the technical assistance and
training activities to be carried out under this section shall—

ø(A) ensure the needs of community action agencies and pro-
grams relating to improving program quality, including finan-
cial management practices, are addressed to the maximum ex-
tent feasible; and

ø(B) incorporate mechanisms to ensure responsiveness to
local needs, including an ongoing procedure for obtaining input
from the community action State and national network.

ø(b)(1) The Secretary shall from the amount appropriated under
section 672 for each fiscal year which remains after—

ø(A) the Secretary makes the apportionment required in sub-
section (b)(1); and

ø(B) the Secretary determines the amount necessary for the
purposes of section 681(d);

allot to each State an amount which 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 part, except that no State shall receive less than
one-quarter of 1 percent of the amount appropriated under section
672 for such fiscal year.

ø(2)(A) Subject to subparagraphs (B) and (C), if the amount ap-
propriated under section 672 for each fiscal year which remains
after—

ø(i) the Secretary makes the apportionment required in sub-
section (b)(1); and

ø(ii) the Secretary determines the amount necessary for the
purposes of section 681(d);

exceeds $345,000,000, the Secretary shall allot to each State not
less than one-half of 1 percent of the amount appropriated under
section 672 for such fiscal year.
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ø(B) Subparagraph (A) shall not apply with respect to a fiscal
year if the amount allotted under paragraph (1) to any State is less
than the amount allotted under such paragraph to such State for
fiscal year 1990.

ø(C) The amount allotted under subparagraph (A) to a State
shall be reduced, if necessary, so that the aggregate amount allot-
ted to such State under such subparagraph and paragraph (1) does
not exceed 140 percent of the aggregate amount so allotted to such
State for the fiscal year preceding the fiscal year for which a deter-
mination is made under this paragraph.

ø(3) For purposes of this subsection, the term ‘‘State’’ does not in-
clude Guam, American Samoa, the Virgin Islands of the United
States, the Commonwealth of the Northern Mariana Islands, and
the Trust Territory of the Pacific Islands.

ø(c)(1) The Secretary shall apportion one-half of 1 percent of the
amount appropriated under section 672 for each fiscal year on the
basis of need among Guam, American Samoa, the Virgin Islands,
the Northern Mariana Islands, and the Trust Territory of the Pa-
cific Islands.

ø(2) Each jurisdiction to which paragraph (1) applies may receive
grants under this subtitle upon an application submitted to the
Secretary containing provisions which describe the programs for
which assistance is sought under this subtitle, and which are con-
sistent with the requirements of section 675.

ø(d)(1) If, with respect to any State, the Secretary—
ø(A) receives a request from the governing body of an Indian

tribe or tribal organization within the State that assistance
under this subtitle be made directly to such tribe or organiza-
tion; and

ø(B) determines that the members of such tribe or tribal or-
ganization would be better served by means of grants made di-
rectly to provide benefits under this subtitle;

the Secretary shall reserve from amounts which would otherwise
be allotted to such State under this subtitle for the fiscal year the
amount determined under paragraph (2).

ø(2) The Secretary shall reserve for the purpose of paragraph (1)
from sums that would otherwise be allotted to such State not less
than 100 percent of an amount which bears the same ratio to the
State’s allotment for the fiscal year involved as the population of
all eligible Indians for whom a determination under this paragraph
has been made bears to the population of all individuals eligible for
assistance under this subtitle in such State.

ø(3) The sums reserved by the Secretary on the basis of a deter-
mination under this subsection shall be granted to the Indian tribe
or tribal organization serving the individuals for whom such a de-
termination has been made.

ø(4) In order for an Indian tribe or tribal organization to be eligi-
ble for an award for a fiscal year under this subsection, it shall
submit to the Secretary a plan for such fiscal year which meets
such criteria as the Secretary may prescribe by regulation.

ø(5) The terms ‘‘Indian tribe’’ and ‘‘tribal organization’’ means
those tribes, bands, or other organized groups of Indians recognized
in the State in which they reside or considered by the Secretary of
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the Interior to be an Indian tribe or an Indian organization for any
purpose.

øAPPLICATIONS AND REQUIREMENTS

øSEC. 675. (a) Each State desiring to receive an allotment for a
fiscal year under this subtitle shall submit an application to the
Secretary. Each such application shall be in such form as the Sec-
retary shall require. Each such application or significant amend-
ments thereof shall contain assurances by the chief executive offi-
cer of the State that the State will comply with subsection (b) and
will meet the conditions enumerated in subsection (c).

ø(b) After the expiration of the first fiscal year in which a State
received funds under this subtitle, no funds shall be allotted to
such State for any fiscal year under this subtitle unless the legisla-
ture of the State conducts public hearings on the proposed use and
distribution of funds to be provided under this subtitle for such fis-
cal year.

ø(c) As part of the annual application required by subsection (a),
the chief executive officer of each State shall certify that the State
agrees to—

ø(1) ensure that, at its discretion and consistent with agree-
ments with the State, each recipient of funds available under
this subtitle will use such funds—

ø(A) to provide a range of services and activities having
a measurable and potentially major impact on causes of
poverty in the community or those areas of the community
where poverty is a particularly acute problem;

ø(B) to provide activities designed to assist low-income
participants including homeless individuals and families,
migrants, and the elderly poor—

ø(i) to secure and retain meaningful employment;
ø(ii) to attain an adequate education;
ø(iii) to make better use of available income;
ø(iv) to obtain and maintain adequate housing and

a suitable living environment;
ø(v) to obtain emergency assistance through loans or

grants to meet immediate and urgent individual and
family needs, including the need for health services,
nutritious food, housing, and employment-related as-
sistance;

ø(vi) to remove obstacles and solve problems which
block the achievement of self-sufficiency;

ø(vii) to achieve greater participation in the affairs
of the community; and

ø(viii) to make more effective use of other programs
related to the purposes of this subtitle;

ø(C) to provide on an emergency basis for the provision
of such supplies and services, nutritious foodstuffs, and re-
lated services, as may be necessary to counteract condi-
tions of starvation and malnutrition among the poor;

ø(D) to coordinate and establish linkages between gov-
ernmental and other social services programs to assure the
effective delivery of such services to low-income individ-
uals; and 1
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ø(E) to encourage the use of entities in the private sector
of the community in efforts to ameliorate poverty in the
community;

ø(2)(A) use, for fiscal year 1985 and for each subsequent fis-
cal year, not less than 90 percent of the funds allotted to the
State under section 674 to make grants to use for the purposes
described in clause (1) to eligible entities (as defined in section
673(1)) or to organizations serving seasonal or migrant farm-
workers, except that no more than 7 percent of the funds avail-
able for this subclause shall be granted to organizations which
were not eligible entities during the previous fiscal year; and

ø(B) if less than 100 percent of the allotment is expended
under subparagraph (A), provide assurances that with respect
to the remainder of the allotment a reasonable amount shall
be used for—

ø(i) providing training and technical assistance to those
entities in need of such assistance and such activities will
not be considered administrative expenses;

ø(ii) coordinating State-operated programs and services
targeted to low-income children and families with services
provided by eligible entities funded under this subtitle, in-
cluding outposting appropriate State or local public em-
ployees into entities funded under this subtitle to ensure
increased access to services provided by such State or local
agencies;

ø(iii) supporting statewide coordination and communica-
tion among eligible entities;

ø(iv) administrative expenses at the State level, includ-
ing monitoring activities, but not more than $55,000 or 5
percent of its allotment under section 674; and

ø(v) considering the distribution of funds under this sub-
title within the State to determine if such funds have been
targeted to the areas of greatest need.

ø(3) provide assurances that (A) in the case of a community
action agency or nonprofit private organization, each board will
be selected by the community action agency or nonprofit pri-
vate organization and constituted so as to assure that (i) one-
third of the members of the board are elected public officials,
currently holding office, or their representatives, except that if
the number of elected officials reasonably available and willing
to serve is less than one-third of the membership of the board,
membership on the board of appointive public officials may be
counted in meeting such one-third requirement; (ii) at least
one-third of the members are persons chosen in accordance
with democratic selection procedures adequate to assure that
they are representative of the poor in the area served; and (iii)
the remainder of the members are officials or members of busi-
ness, industry, labor, religious, welfare, education, or other
major groups and interests in the community, and (B) in the
case of a public organization receiving funds under this sub-
title, such organization either establish—

ø(i) a board of which at least one-third of the mem-
bers are persons chosen in accordance with democratic
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selection procedures adequate to assure that they are
representative of the poor in the area served; or

ø(ii) another mechanism specified by the State to as-
sure low-income citizen participation in the planning,
administration, and evaluation of projects for which
such organization has been funded;

ø(4) give special consideration in the designation of local
community action agencies under this subtitle to any commu-
nity action agency which is receiving funds under any Federal
antipoverty program on the date of the enactment of this Act,
except that (A) the State shall, before giving such special con-
sideration, determine that the agency involved meets program
and fiscal requirements established by the State; and (B) if
there is no such agency because of any change in the assist-
ance furnished to programs for economically disadvantaged
persons, the State shall give special consideration in the des-
ignation of community action agencies to any successor agency
which is operated in substantially the same manner as the
predecessor agency which did receive funds in the fiscal year
preceding the fiscal year for which the determination is made;

ø(5) provide assurances that the State may transfer funds,
but not to exceed 5 percent of its allotment under section 674,
for the provisions set forth in this subtitle to services under the
Older Americans Act of 1965, the Head Start program under
subchapter B of chapter 8 of subtitle A of this title, the energy
crisis intervention program under title XXVI of this Act (relat-
ing to low-income home energy assistance), or the Emergency
Food Assistance Act of 1983;

ø(6) prohibit any political activities in accordance with sub-
section (e);

ø(7) prohibit any activities to provide voters and prospective
voters with transportation to the polls or provide similar as-
sistance in connection with an election or any voter registra-
tion activity;

ø(8) provide for coordination between antipoverty programs
in each community, where appropriate, with emergency energy
crisis intervention programs under title XXVI of this Act (relat-
ing to low-income home energy assistance) conducted in such
community;

ø(9) provide that fiscal control and fund accounting proce-
dures will be established as may be necessary to assure the
proper disbursal of and accounting for Federal funds paid to
the State under this subtitle, including procedures for monitor-
ing the assistance provided under this subtitle, and provide
that at least every year each State shall prepare, in accordance
with subsection (f), an audit of its expenditures of amounts re-
ceived under this subtitle and amount transferred to carry out
the purposes of this subtitle;

ø(10) permit and cooperate with Federal investigations un-
dertaken in accordance with section 679;

ø(11) provide assurances that any community action agency
or migrant and seasonal farmworker organization which re-
ceived funding in the previous fiscal year under this Act will
not have its present or future funding terminated under this
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Act, or reduced below the proportional share of funding it re-
ceived in the previous fiscal year, unless after notice, and op-
portunity for hearing on the record, the State determines that
cause existed for such termination or such reduction subject to
the procedures and review by the Secretary as provided in sec-
tion 676A.

ø(A) For purposes of making a determination with re-
spect to a funding reduction, the term ‘‘cause’’ includes—

ø(i) a statewide redistribution of funds under this sub-
title to respond to—

ø(aa) the results of the most recently available cen-
sus or other appropriate data;

ø(bb) the establishment of a new eligible entity;
ø(cc) severe economic dislocation; and

ø(ii) the failure of an eligible entity to comply with the
terms of its agreement to provide services under this sub-
title; and

ø(B) for purposes of making a determination with re-
spect to a termination, the term ‘‘cause’’ includes the mate-
rial failure of an eligible entity to comply with the terms
of its agreement and community action plan to provide
services under this subtitle;

ø(12) in the case of a State which applied for and received
a waiver from the Secretary under Public Law 98–139, provide
assurances that funds will not be provided under this subtitle
by such State to an organization to which such State made a
grant under this subtitle in fiscal year 1984 unless such orga-
nization allows, before expending such funds, low-income indi-
viduals to comment on the uses for which such organization
proposes to expend such funds;

ø(13) secure from each eligible entity as a condition to its re-
ceipt of funding under this Act a community action plan (which
shall be available to the Secretary for inspection) that in-
cludes—

ø(A) a community needs assessment (including food
needs);

ø(B) a description of the service delivery system targeted
to low-income individuals and families in the service area;

ø(C) a description of how linkages will be developed to
fill identified gaps in services through information, refer-
ral, case management, and followup consultations;

ø(D) a description of how funding under this Act will be
coordinated with other public and private resources; and

ø(E) a description of outcome measures to be used to
monitor success in promoting self-sufficiency, family stabil-
ity, and community revitalization; and

ø(14) provide assurances that cost and accounting standards
of the Office of Management and Budget shall apply to a recip-
ient of funds under this subtitle.

The Secretary may prescribe procedures only for the purpose of as-
sessing the effectiveness of eligible entities in carrying out the pur-
poses of this subtitle. The Secretary shall provide to the chief exec-
utive officer of each State appropriate information regarding des-
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ignated limited purpose agencies and grantees which meet the re-
quirements of the second sentence of section 673(1).

ø(d)(1) In addition to the requirements of subsection (c), the chief
executive officer of each State shall prepare and furnish to the Sec-
retary a plan which contains provisions describing how the State
will carry out the assurances contained in subsection (c). The chief
executive officer of each State may revise any plan prepared under
this paragraph and shall furnish the revised plan to the Secretary.

ø(2) Each plan or revision prepared under paragraph (1) shall be
made available for public inspection within the State in such a
manner as will facilitate review of, and comment on, the plan.

øSubsection (e) was repealed by section 6 of the Hatch Act Re-
form Amendments of 1993 (P.L. 103–94). Section 12(a) of such Act
provides the amendments made by this Act, shall take effect 120
days after the date of the enactment [October 6, 1993] of this Act.

ø(f) Each audit required by subsection (c)(9) shall be conducted
by an entity independent of any agency administering activities or
services carried out under this subtitle and shall be conducted in
accordance with generally accepted accounting principles. Within
30 days after the completion of each audit, the chief executive offi-
cer of the State shall submit a copy of such audit to the eligible
entity at no charge, to the legislature of the State and to the Sec-
retary.

ø(g) 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.

ø(h) The Comptroller General of the United States shall, from
time to time, evaluate the expenditures by States (including any
State that received a waiver under Public Law 98–139) of grants
under this subtitle in order to assure that expenditures are consist-
ent with the provisions of this subtitle and to determine the effec-
tiveness of the State in accomplishing the purposes of this subtitle.

øADMINISTRATION

øSEC. 676. (a) There is established in the Department of Health
and Human Services an Office of Community Services. The Office
shall be headed by a Director.

ø(b) The Secretary shall carry out his functions under this sub-
title through the Office of Community Services established in sub-
section (a).

øPROCEDURES FOR A REVIEW OF TERMINATION OR REDUCTION OF
FUNDING

øSEC. 676A. (a) Whenever a State violates the assurances con-
tained in section 675(c)(11) and terminates or reduces the funding
of a community action agency or migrant and seasonal farmworker
organization prior to the completion of the State’s hearing and the
Secretary’s review as required in section 679 of this Act, the Sec-
retary shall assume responsibility for providing financial assistance
to the community action agency or migrant and seasonal farm-
worker organization affected. The allotment for the State shall be
reduced by an amount equal to the funds provided under this sec-
tion by the Secretary to such agency or organization.
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ø(b) The Secretary shall upon request review any termination or
reduction of funding to a community action agency or migrant and
seasonal farmworker organization protected by a State’s assurance
under section 675(c)(11). Such review shall be conducted promptly
and shall be based upon the record and no determination shall be-
come effective until a finding by the Secretary confirming the
State’s finding of cause.

ø(c) The Secretary shall conduct the review under subsection (b)
through the Office of Community Services, which shall promptly
conduct such review and issue a written determination together
with the reasons of the Secretary therefor.

øNONDISCRIMINATION PROVISIONS

øSEC. 677. (a) No person shall on the ground of race, color, na-
tional origin, or sex be excluded from participation in, be denied
the benefits of, or be subjected to discrimination under, any pro-
gram or activity funded in whole or in part with funds made avail-
able under this subtitle. Any prohibition against discrimination on
the basis of age under the Age Discrimination Act of 1975 or with
respect to an otherwise qualified handicapped individual as pro-
vided in section 504 of the Rehabilitation Act of 1973 shall also
apply to any such program or activity.

ø(b) Whenever the Secretary determines that a State that has re-
ceived a payment under this subtitle has failed to comply with sub-
section (a) or an applicable regulation, he shall notify the chief ex-
ecutive officer of the State and shall request him to secure compli-
ance. If within a reasonable period of time, not to exceed 60 days,
the chief executive officer fails or refuses to secure compliance, the
Secretary is authorized to (1) refer the matter to the Attorney Gen-
eral with a recommendation that an appropriate civil action be in-
stituted; (2) exercise the powers and functions provided by title VI
of the Civil Rights Act of 1964, the Age Discrimination Act of 1975,
or section 504 of the Rehabilitation Act of 1973, as may be applica-
ble; or (3) take such other action as may be provided by law.

ø(c) When a matter is referred to the Attorney General pursuant
to subsection (b), or whenever he has reason to believe that the
State is engaged in a pattern or practice in violation of the provi-
sions of this section, the Attorney General may bring a civil action
in any appropriate United States district court for such relief as
may be appropriate, including injunctive relief.

øPAYMENTS TO STATES

øSEC. 678. (a) From its allotment under section 674, the Sec-
retary shall make payments to each State in accordance with sec-
tion 203 of the Intergovernmental Cooperation Act of 1968 (42
U.S.C. 4213), for use under this subtitle.

ø(b) Payments to a State from its allotment for any fiscal year
shall be expended by the State in such fiscal year or in the succeed-
ing fiscal year.

øWITHHOLDING

øSEC. 679. (a)(1) The Secretary shall, after adequate notice and
an opportunity for a hearing conducted within the affected State,
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withhold funds from any State which does not utilize its allotment
substantially in accordance with the provisions of this subtitle and
the assurances such State provided under section 675.

ø(2) The Secretary 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 or the assurances provided by the State under section
675. For purposes of this paragraph, a violation of any one of the
assurances contained in section 675(c) that constitutes a disregard
of that assurance shall be considered a serious complaint.

ø(b)(1) The Secretary shall conduct in several States in each fis-
cal 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 subsections (a) and (b) of section 675, and clauses
(1) through (11) of subsection (c) of such section. Each such evalua-
tion shall include identifying the impact that assistance furnished
under this subtitle has on children, pregnant adolescents, homeless
families, and the elderly poor. A report of the evaluation, together
with recommendations of improvements designed to enhance the
benefit and impact to people in need, will be sent to each State
evaluated. Upon receiving the report the State will then submit a
plan of action in response to the recommendation contained in the
report. The results of the evaluation shall be submitted annually
to the Chairman of the Committee on Education and Labor of the
House of Representatives and the Chairman of the Committee on
Labor and Human Resources of the Senate.

ø(2) Whenever the Secretary determines that there is a pattern
of complaints 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.

ø(3) The Comptroller General of the United States shall conduct
an investigation of the use of funds received under this subtitle by
a State in order to ensure compliance with the provisions of this
subtitle.

ø(c) Pursuant to an investigation conducted under subsection (b),
a State shall make appropriate books, documents, papers, and
records available to the Secretary or the Comptroller General of the
United States, or any of their duly authorized representatives, for
examination, copying, or mechanical reproduction on or off the
premises of the appropriate entity upon a reasonable request there-
for.

øLIMITATION ON USE OF GRANTS FOR CONSTRUCTION

øSEC. 680. (a) Except as provided in subsection (b), grants made
under this subtitle (other than amounts made available under sec-
tion 681(d)) may not be used by the State, or by any other person
with which the State makes arrangements to carry out the pur-
poses of this subtitle, for the purchase or improvement of land, or
the purchase, construction, or permanent improvement (other than
low-cost residential weatherization or other energy-related home
repairs) of any building or other facility.
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ø(b) The Secretary may waive the limitation contained in sub-
section (a) upon the State’s request for such a waiver if he 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 State’s ability to carry out the purposes of this
subtitle.

øDISCRETIONARY AUTHORITY OF SECRETARY

øSEC. 681. (a) The Secretary is authorized to make grants, loans,
or guarantees to States and public agencies and private nonprofit
organizations, or to enter into contracts or jointly financed coopera-
tive arrangements with States and public agencies and private
nonprofit organizations, to provide for ongoing activities of national
or regional significance related to the purposes of this subtitle, with
special emphasis on—

ø(1) a Community Initiative Program, awarded on a competi-
tive basis, to fund private, nonprofit community development
corporations for purposes of planning and carrying out commu-
nity and economic development activities in economically dis-
tressed areas and in rural areas, as described in subsection (c);

ø(2) grants to support the design, development, and wide-
spread availability of interactive information technology among
the nationwide network of Community Service Block Grant eli-
gible entities, State administrators, national associations and
organizations, and program recipients to promote electronic
communication and access to program information that would
enhance the effective delivery of social services; and

ø(3) grants to nonprofit private organizations that provide
assistance for migrants and seasonal farmworkers.

ø(b) COMMUNITY INITIATIVE PROGRAM.—
ø(1) IN GENERAL.—

ø(A) ECONOMIC DEVELOPMENT ACTIVITIES.—Economic de-
velopment activities under this section shall be designed to
address the economic needs of low-income individuals and
families by creating employment and business develop-
ment opportunities.

ø(B) CONSULTATION.—The Secretary shall exercise the
authority provided under subparagraph (A) in consultation
with other relevant Federal officials.

ø(C) GOVERNING BOARDS.—Each community develop-
ment corporation receiving funds under this section shall
be governed by a board that shall consist of residents of
the community and business and civic leaders and shall
have as a principal purpose planning, developing, or man-
aging low-income housing or community development
projects.

ø(D) GEOGRAPHIC DISTRIBUTION.—In providing assist-
ance or entering into other arrangements under this sec-
tion, the Secretary shall take into consideration the geo-
graphic distribution of funds among States and the rel-
ative proportion of funding among rural and urban areas.

ø(E) RESERVATION.—Of the amounts made available to
carry out this section, the Secretary may reserve not to ex-
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ceed 1 percent for each fiscal year to make grants to pri-
vate nonprofit organizations or to enter into contracts with
private nonprofit or for profit organizations to provide
technical assistance to aid community development cor-
porations in developing or implementing projects funded
under this section and to evaluate projects funded under
this section.

ø(2) RURAL COMMUNITY DEVELOPMENT ACTIVITIES.—Rural
community development activities under this section shall in-
clude—

ø(A) grants to private, nonprofit corporations that pro-
vide assistance to rural low-income families in home repair
and in planning and developing low-income rural rental
housing units; and

ø(B) grants to multistate, regional private, nonprofit or-
ganizations that provide training and technical assistance
to small, rural communities in meeting their community
facility needs.

ø(c)(1) The final reports submitted by recipients of assistance
under this section on projects completed with such assistance shall
be summarized and reported by the Secretary annually to the
Chairman of the Committee on Education and Labor of the House
of Representatives and the Chairman of the Committee on Labor
and Human Resources of the Senate. The report shall contain a list
of recipients who have received assistance under this section out-
side of the competitive process.

ø(2) The Secretary shall, at the end of each fiscal year, prepare
and distribute a catalog listing all the projects assisted under
clause (A) of subsection (a)(2) in such fiscal year. The catalog shall
include—

ø(A) a description of each project;
ø(B) an identification of the agency receiving the award, in-

cluding the name and address of the principal investigator;
ø(C) a description of the project objectives; and
ø(D) a statement of the accomplishments of the project.

ø(d) Of the amounts appropriated under section 672(b) for any
fiscal year, not more than 9 percent of such amounts shall be avail-
able to the Secretary for purposes of carrying out this section, sec-
tion 682, and subchapter A of chapter 8 of subtitle A of this title.¿

Subtitle B—Community Services Block
Grant Program

SEC. 671. SHORT TITLE.
This subtitle may be cited as the ‘‘Community Services Block

Grant Act’’.

PART A—COMMUNITY SERVICES GRANTS

SEC. 672. PURPOSES AND GOALS.
The purpose of this part is to provide assistance to States and

local communities, working through a network of community action
agencies and other neighborhood-based organizations, for the reduc-
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tion of poverty, the revitalization of low-income communities, and
the empowerment of low-income families and individuals in rural
and urban areas to become fully self-sufficient (particularly families
who are attempting to transition off a State program carried 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 capabilities 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 as-
sisted through the block grant to empower such individuals to
respond to the unique problems and needs within their commu-
nities; 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 organiza-
tions in the provision of services as well as individual citizens,
business, labor, and professional groups who are able to influ-
ence the quantity and quality of opportunities and services for
the poor.

SEC. 673. DEFINITIONS.
In this part:

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

(A) that is an eligible entity described in section 673(1)
(as in effect on the day before the date of enactment of the
Human Services Reauthorization Act of 1998) as of such
date of enactment or is designated by the process described
in section 676A (including an organization serving migrant
or seasonal farmworkers that is so described or des-
ignated); and

(B) that has a tripartite board or other mechanism de-
scribed 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 poverty line annually (or
at any shorter interval the Secretary determines to be feasible
and desirable) which shall be used as a criterion of eligibility
in the community services block grant program established
under this part. The required revision shall be accomplished by
multiplying the official poverty line by the percentage 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 part, the State may revise the poverty line to not to
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exceed 125 percent of the official poverty line otherwise applica-
ble under this paragraph.

(3) PRIVATE, NONPROFIT ORGANIZATION.—The term ‘‘private,
nonprofit organization’’ includes a faith-based organization, to
which the provisions 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 Mariana Is-
lands, but for fiscal years ending before October 1, 2001, in-
cludes the Federated States of Micronesia, the Republic of the
Marshall Islands, 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 nec-
essary for each of fiscal years 2000 through 2003 to carry out the
provisions of this part (other than sections 681 and 682).

(b) RESERVATIONS.—Of the amounts appropriated under sub-
section (a) for each fiscal year, the Secretary shall reserve—

(1) 1⁄2 of 1 percent for carrying out section 675A (relating to
payments for territories);

(2) 11⁄2 percent for activities authorized in sections 678A
through 678F, of which—

(A) not less than 1⁄2 of the amount reserved by the Sec-
retary 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 activi-
ties described in section 678A; and

(B) 1⁄2 of the remainder of the amount reserved by the
Secretary under this paragraph shall be used to carry out
monitoring, evaluation, and corrective activities described
in sections 678B(c) and 678A; and

(3) not more than 9 percent for carrying out section 680 (re-
lating to discretionary activities).

SEC. 675. ESTABLISHMENT OF BLOCK GRANT PROGRAM.
The Secretary is authorized to establish a community services

block grant program and 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 Micronesia, the Republic of the Marshall Islands, and
Palau.
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(b) APPLICATION.—Each jurisdiction to which subsection (a) ap-
plies may receive a grant under this part for the amount appor-
tioned under subsection (a) on submitting to the Secretary, and ob-
taining approval of, an application containing provisions that de-
scribe the programs for which assistance is sought under this part,
and that are consistent with the requirements 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 De-
partment of Education, to the Federated 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 part.

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

(3) Notwithstanding any other provision of law, the Federated
States of Micronesia, the Republic of the Marshall Islands, and
Palau shall not receive any funds under this part 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 section 674(a) for each fiscal year that
remains after the Secretary makes the reservations required in sec-
tion 674(b), allot to each State, subject 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 1⁄4 of 1 percent of the amount appro-
priated under section 674(a) for such fiscal year.

(b) ALLOTMENTS IN YEARS WITH GREATER AVAILABLE FUNDS.—
(1) MINIMUM ALLOTMENTS.—Subject to paragraphs (2) and

(3), if the amount appropriated under section 674(a) for a fiscal
year that remains after the Secretary makes the reservations re-
quired in section 674(b) exceeds $345,000,000, the Secretary
shall allot to each State not less than 1⁄2 of 1 percent of the
amount appropriated under section 674(a) for such fiscal year.

(2) MAINTENANCE OF FISCAL YEAR 1990 LEVELS.—Paragraph
(1) shall not apply with respect to a fiscal year if the amount
allotted under subsection (a) to any State for that year is less
than the amount allotted under subsection (a) to such State for
fiscal year 1990.

(3) MAXIMUM ALLOTMENTS.—The amount allotted 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 allotted to such State under
the corresponding provisions of this part for the fiscal year pre-
ceding the fiscal year for which a determination is made under
this subsection.
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(c) ALLOTMENT OF ADDITIONAL FUNDS.—Notwithstanding sub-
sections (a) and (b), in any fiscal year in which the amount appro-
priated under section 674(a) exceeds the amount appropriated 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 section, the term ‘‘State’’
does not include Guam, American Samoa, the United States Virgin
Islands, and the Commonwealth of the Northern Mariana Islands.
SEC. 675C. USES OF FUNDS.

(a) GRANTS TO LOCAL ELIGIBLE ENTITIES AND OTHER ORGANIZA-
TIONS.—

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

(2) OBLIGATIONAL AUTHORITY.—Funds distributed 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 UNOBLIGATED
FUNDS.—

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

(B) REDISTRIBUTION.—In redistributing funds recaptured
in accordance with this paragraph, States shall redistrib-
ute such funds to an eligible entity, or require the original
recipient of the funds to redistribute the funds to a private,
nonprofit organization, located within the community
served by the original recipient of the funds, for activities
consistent with the purposes of this part.

(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—

(A) providing training and technical assistance 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
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provided by eligible entities and other organizations funded
under this part, including detailing appropriate employees
of State or local agencies to entities funded under this part,
to ensure increased access to services provided by such
State or local agencies;

(C) supporting statewide coordination and communica-
tion among eligible entities;

(D) analyzing the distribution of funds made available
under this part 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 supporting individual devel-
opment accounts;

(F) supporting innovative programs and activities con-
ducted by community action agencies or other neighbor
hood-based organizations to eliminate poverty, promote self-
sufficiency, and promote community revitalization;

(G) supporting other activities, consistent with the pur-
poses of this part; 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 percent, of the State’s allotment received
under section 675B for administrative expenses, including mon-
itoring 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 subsection (a).
The cost of activities conducted under paragraph (1)(A) shall
not be considered to be administrative expenses.

(c)(1) Notwithstanding any other provision of law and 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 not expended under subsections (a) and (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 contributions, in cash or
in kind, to qualified charities.

(B) QUALIFIED CHARITY.—
(i) IN GENERAL.—The term ‘‘qualified charity’’ means any

organization—
(I) which is—

(aa) described in section 501(c)(3) of the Internal
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
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(cc) a public housing agency as defined in sec-
tion 3(b)(6) of the United States Housing Act of
1937 (42 U.S.C. 1437A(b)(6));

(II) which is certified by the appropriate State au-
thority as meeting the requirements of clauses (iii) and
(iv); and

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

(ii) CERTAIN CONTRIBUTIONS TO COLLECTION ORGANIZA-
TIONS TREATED AS CONTRIBUTIONS TO QUALIFIED CHAR-
ITY.—

(I) IN GENERAL.—A contribution to a collection orga-
nization shall be treated as a contribution to a quali-
fied charity if the donor designates in writing that the
contribution is for the qualified charity.

(II) COLLECTION ORGANIZATION.—The term ‘‘collec-
tion 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 de-
scribed 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 INDIVID-

UALS.—
(I) IN GENERAL.—An organization meets the require-

ments of this clause only if the appropriate State au-
thority reasonably expects that the predominant activ-
ity of such organization will be the provision of direct
services within the United States to individuals and
families whose annual incomes generally do not exceed
185 percent of the official poverty line (as defined by
the Office of Management and Budget) in order to pre-
vent or alleviate poverty among such individuals and
families.

(II) NO RECORDKEEPING IN CERTAIN CASES.—An or-
ganization shall not be required to establish or main-
tain records with respect to the incomes of individuals
and families for purposes of subclause (I) if such indi-
viduals or families are members of groups which are
generally recognized as including substantially only in-
dividuals and families described in subclause (I).

(III) FOOD AID AND HOMELESS SHELTERS.—Except as
otherwise provided by the appropriate State authority,
for purposes of subclause (I), services to individuals in
the form of—

(aa) donations of food or meals; or
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(bb) temporary shelter to homeless individuals;
shall be treated as provided to individuals described in
subclause (I) if the location and operation of such serv-
ices are such that the service provider may reasonably
conclude that the beneficiaries of such services are pre-
dominantly individuals described in subclause (I).

(iv) MINIMUM EXPENSE REQUIREMENT.—
(I) IN GENERAL.—An organization meets the require-

ments of this clause only if the appropriate State au-
thority reasonably expects that the annual poverty pro-
gram expenses of such organization will not be less
than 75 percent of the annual aggregate expenses of
such organization.

(II) POVERTY PROGRAM EXPENSE.—For purposes of
subclause (I)—

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

(bb) EXCEPTIONS.—Such term shall not include
any management or general expense, any expense
for the purpose of influencing legislation (as de-
fined in section 4911(d) of the Internal Revenue
Code of 1986), any expense for the purpose of fund-
raising, any expense for a legal service provided on
behalf of any individual referred to in clause (iii),
any expense for providing tuition assistance relat-
ing to compulsory school attendance, and any ex-
pense which consists of a payment to an affiliate
of the organization.

(v) REPORTING REQUIREMENT.—The information required
to be furnished under this clause is—

(i) the percentages determined by dividing the follow-
ing categories of the organization’s expenses for the
year by its total expenses for the year: program serv-
ices, management expenses, general expenses, fundrais-
ing expenses, and payments to affiliates; and

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

(vi) ADDITIONAL REQUIREMENTS FOR COLLECTION ORGANI-
ZATIONS.—The requirements of this clause are met if the or-
ganization—

(I) maintains separate accounting for revenues and
expenses; and

(II) makes available to the public its administrative
and fundraising costs and information as to the orga-
nizations receiving funds from it and the amount of
such funds.

(vii) SPECIAL RULE FOR STATES REQUIRING TAX UNIFORM-
ITY.—In the case of a State—

(I) which has a constitutional requirement of tax uni-
formity; and

(II) which, as of December 31, 1997, imposed a tax
on personal income with—
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(aa) a single flat rate applicable to all earned
and unearned income (except insofar as any
amount is not taxed pursuant to tax forgiveness
provisions); and

(bb) no generally available exemptions or deduc-
tions to individuals;

the requirement of paragraph (2) shall be treated 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).

SEC. 676. APPLICATION AND PLAN.
(a) DESIGNATION OF LEAD AGENCY.—

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

(2) DUTIES.—The lead agency shall—
(A) develop the State plan to be submitted to the Sec-

retary 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 sufficient time and statewide distribution of
notice of such hearing, to provide to the public an oppor-
tunity to comment on the proposed use and distribution of
funds to be provided through the allotment 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 devel-
opment of the State plan.

(b) STATE APPLICATION AND PLAN.—Beginning with fiscal year
2000, to be eligible to receive an allotment under this part, a State
shall prepare and submit to the Secretary an application 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 re-
quire, including—

(1) an assurance that funds made available through the allot-
ment will be used to support activities that are designed to as-
sist low-income families and individuals, including families
and individuals receiving assistance under title IV 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 enable
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);
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(B) to secure and retain meaningful employment;
(C) to attain an adequate education with particular at-

tention toward improving literacy skills of the low-income
families in the community, which may include family lit-
eracy initiatives;

(D) to make better use of available income;
(E) to obtain and maintain adequate housing and a suit-

able 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 im-
prove 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-income commu-
nities through youth development programs that support
the primary role of the family, give priority to prevention
of youth problems and crime, promote increased community
coordination and collaboration in meeting the needs of
youth, and support development and expansion of innova-
tive community-based youth development programs, which
may include after-school child care programs; and

(I) to make more effective use of, and to coordinate with,
other programs related to the purposes of this part (includ-
ing State welfare reform efforts);

(2) a description of how the State intends to use discretionary
funds made available from the remainder of the allotment de-
scribed in section 675C(b) in accordance with this part, includ-
ing a description of how the State will support innovative com-
munity and neighborhood-based initiatives related to the pur-
poses of this part;

(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 available through the allot-
ment, targeted to low-income individuals and families in
communities within the State;

(B) a description of how linkages will be developed to fill
identified gaps in the services, through the provision of in-
formation, referrals, case management, and followup con-
sultations;

(C) a description of how funds made available through
the allotment will be coordinated with other public and pri-
vate 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 part which may include fa-
therhood and other initiatives with the goal of strengthen-
ing families and encouraging parental responsibility;

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

(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
effective 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 coordinate with
State and local workforce investment systems in the provision
of employment and training services in the State and in local
communities);

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

(7) an assurance that the State will permit and cooperate
with Federal investigations undertaken in accordance with sec-
tion 678D;

(8) an assurance that any eligible entity that received funding
in the previous fiscal year under this part will not have its
funding terminated under this part, or reduced below the pro-
portional share of funding the entity received in the previous
fiscal year unless, after providing notice and an opportunity for
a hearing on the record, the State determines that cause exists
for such termination or such reduction, subject to review by the
Secretary as provided 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;

(10) an assurance that the State will require each eligible en-
tity to establish procedures under which a low-income individ-
ual, community organization, or faith-based organization, or
representative of low-income individuals that considers its orga-
nization, or low-income individuals, to be inadequately rep-
resented 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 receipt of funding by the entity under
this part for a program, a community action plan (which shall
be submitted to the Secretary, at the request of the Secretary,
with the State plan) that includes a community-needs assess-
ment for the community served, which may be coordinated with
community-needs assessments conducted for other programs;

(12) an assurance that the State and all eligible entities in
the State will, not later than fiscal year 2001, participate in the
Results Oriented Management and Accountability System, an-
other performance measure system established pursuant to sec-
tion 678E(b), or an alternative system for measuring perform-
ance and results that meets the requirements of that section,
and a description of outcome measures to be used to measure
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eligible entity performance in promoting self-sufficiency, family
stability, and community revitalization; and

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

(c) FUNDING TERMINATION OR REDUCTIONS.—For purposes of
making a determination in accordance with subsection (b)(8) with
respect to—

(1) a funding reduction, the term ‘‘cause’’ includes—
(A) a statewide redistribution of funds provided under

this part 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 services under this part;
and

(2) a termination, the term ‘‘cause’’ includes the material fail-
ure of an eligible entity to comply with the terms of such an
agreement and the State plan to provide services under this
part or the consistent failure of the entity to achieve perform-
ance measures as determined by the State.

(d) PROCEDURES AND INFORMATION.—The Secretary may prescribe
procedures only for the purpose of assessing the effectiveness of eligi-
ble entities in carrying out the purposes of this part.

(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 revised 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.

(a) 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 part, and
if the chief executive officer of the State decides to serve such
area, the chief executive officer may solicit applications from,
and designate as an eligible entity—

(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

(B) a private nonprofit organization that is geographi-
cally located in the unserved area that is capable of provid-
ing a broad range of services designed to eliminate poverty
and foster self-sufficiency and that meets the requirements
of this part.

(2) REQUIREMENT.—In order to serve as the eligible entity for
the area, an entity described in paragraph (1)(B) shall agree to
add additional members to the board of the entity to ensure
adequate representation—
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(A) in each of the 3 required categories described in sub-
paragraphs (A), (B), and (C) of section 676B(a)(2), by mem-
bers 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 neighborhood served.

(b) SPECIAL CONSIDERATION.—In designating an eligible entity
under subsection (a), the chief executive officer shall grant the des-
ignation to an organization of demonstrated effectiveness in meeting
the goals and purposes of this part and may give priority, in grant-
ing the designation, to local eligible entities that are already provid-
ing related services in the unserved area, consistent with the needs
identified by a community-needs assessment.

(c) NO QUALIFIED ORGANIZATION IN OR NEAR AREA.—If no pri-
vate, nonprofit organization is identified or determined to be quali-
fied under subsection (a) to serve the unserved area as an eligible
entity the chief executive officer may designate an appropriate politi-
cal 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 politi-
cal 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 con-

sidered to be an eligible entity for purposes of section 673(1), the
entity shall administer the community services block grant pro-
gram through a tripartite board described in paragraph (2)
that fully participates in the development 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 paragraph (1) shall be selected by the
entity and the board shall be composed so as to assure that—

(A) 1⁄3 of the members of the board are elected public offi-
cials, holding office on the date of selection, or their rep-
resentatives, except that if the number of elected officials
reasonably available and willing to serve on the board is
less than 1⁄3 of the membership of the board, membership
on the board of appointive public officials or their rep-
resentatives may be counted in meeting such 1⁄3 require-
ment;

(B) not fewer than 1⁄3 of the members are persons chosen
in accordance with democratic selection procedures ade-
quate to assure that these members are representative of
low-income individuals and families in the neighborhood
served;

(C) the remainder of the members are officials or mem-
bers of business, industry, labor, religious, law enforcement,
education, or other major groups and interests in the com-
munity served; and

(D) each representative of low-income individuals and
families selected to represent a specific neighborhood within
a community under subparagraph (B) resides in the neigh-
borhood represented by the member.
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(b) PUBLIC ORGANIZATIONS.—In order for a public organization to
be considered to be an eligible entity for purposes of section 673(1),
the entity shall administer the community services block grant pro-
gram through—

(1) a tripartite board, which shall have members selected by
the organization and shall be composed so as to assure that not
fewer than 1⁄3 of the members are persons chosen in accordance
with democratic selection procedures adequate to assure that
these members—

(A) are representative of low-income individuals and fam-
ilies in the neighborhood served;

(B) reside in the neighborhood served; and
(C) are able to participate actively in the planning and

implementation of programs funded under this part; or
(2) another mechanism specified by the State to assure deci-

sionmaking and participation by low-income individuals in the
planning, administration, and evaluation of programs funded
under this part.

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 part be made directly to such tribe or organization;
and

(2) determines that the members of such tribe or tribal orga-
nization would be better served by means of grants made di-
rectly to provide benefits under this part,

the Secretary shall reserve from amounts that would otherwise be
allotted to such State under section 675B for the fiscal year the
amount determined under subsection (b).

(b) DETERMINATION OF RESERVED AMOUNT.—The Secretary shall
reserve for the purpose of subsection (a) from amounts that would
otherwise be allotted to such State, not less than 100 percent of an
amount that bears the same ratio to the State allotment for the fis-
cal year involved as the population of all eligible Indians for whom
a determination has been made under subsection (a) bears to the
population of all individuals eligible for assistance under this part
in such State.

(c) AWARDS.—The sums reserved by the Secretary 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 indi-
viduals for whom such a determination 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 Secretary 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 organization’’ mean a tribe, band, or other or-
ganized group of Indians recognized in the State in which the
tribe, band, or group resides, or considered by the Secretary of
the Interior, to be an Indian tribe or an Indian organization for
any purpose.
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(2) INDIAN.—The term ‘‘Indian’’ means a member of an In-
dian tribe or of a tribal organization.

SEC. 678. OFFICE OF COMMUNITY SERVICES.
(a) OFFICE.—The Secretary shall carry out the functions of this

part 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 Director.

(b) GRANTS, CONTRACTS, COOPERATIVE AGREEMENTS.—The Sec-
retary shall carry out functions of this part through grants, con-
tracts, or cooperative agreements.
SEC. 678A. TRAINING AND TECHNICAL ASSISTANCE.

(a) ACTIVITIES.—The Secretary shall use the amounts reserved in
section 674(b)(2) for training, technical assistance, planning, eval-
uation, performance measurement, corrective action activities (to
correct programmatic deficiencies of eligible entities), reporting, and
data collection activities related to programs carried out under this
part, and in accordance with subsection (c). Training and technical
assistance activities may be carried out by the Secretary through
grants, contracts, or cooperative agreements with eligible entities or
with organizations or associations whose membership is composed
of eligible entities or agencies that administer programs for eligible
entities.

(b) PROCESS.—The process for determining the training and tech-
nical assistance to be carried out under this section shall—

(1) ensure that the needs of eligible entities and programs re-
lating to improving program quality, including financial man-
agement practices, are addressed to the maximum extent fea-
sible; and

(2) incorporate mechanisms to ensure responsiveness 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 activities to be carried out under this section,
not less than 1⁄2 of such amounts shall be distributed directly to
local eligible entities or to statewide organizations whose member-
ship is composed of eligible entities for the purpose of improving
program quality (including financial management practices), man-
agement information and reporting systems, measurement of pro-
gram results, and for the purpose of ensuring responsiveness to local
neighborhood needs.
SEC. 678B. MONITORING OF ELIGIBLE ENTITIES.

(a) IN GENERAL.—In order to determine whether eligible entities
meet the performance goals, administrative standards, financial
management 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 dur-
ing each 3-year period.

(2) An onsite review of each newly designated entity imme-
diately after the completion of the first year in which such en-
tity receives funds through the community services block grant
program.
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(3) Followup reviews including prompt return visits to eligi-
ble entities, and their programs, 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 training and technical as-
sistance from the Secretary as needed to comply with the require-
ments of this section.

(c) EVALUATIONS BY THE SECRETARY.—The Secretary shall con-
duct in several States in each fiscal year evaluations and investiga-
tions of the use of funds received by the States under this part in
order to evaluate compliance with the provisions of this part, and
especially with respect to compliance with subsection (b) of section
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 rec-
ommendations contained in the report. The results of the evalua-
tions 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 Re-
sources of the Senate as part of the report submitted by the Sec-
retary in accordance with section 678E(b)(2).
SEC. 678C. CORRECTIVE ACTION; TERMINATION AND REDUCTION OF

FUNDING.
(a) DETERMINATION.—If the State determines, on the basis of a re-

view pursuant to subsection 678B, that an eligible entity materially
fails to comply with the terms of an agreement, or the State plan,
to provide services under this part 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;
(2) require the entity to correct the deficiency;
(3)(A) offer training and technical assistance, if appropriate,

to help correct the deficiency, and prepare and submit to the
Secretary a report describing the training and technical assist-
ance offered; or

(B) if the State determines that such training and technical
assistance are not appropriate, prepare and submit to the Sec-
retary 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 imple-
ment, within 60 days after being informed of the deficiency, a
quality improvement plan to correct such deficiency within a
reasonable period of time, as determined by the State; and

(B) not later than 30 days after receiving from an eligible en-
tity a proposed quality improvement plan pursuant to subpara-
graph (A), either approve such proposed plan or specify the rea-
sons why the proposed plan cannot be approved; and

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

(b) REVIEW.—A determination to terminate the designation or re-
duce the funding of an eligible entity is reviewable by the Secretary.
The Secretary shall, upon request, review such a determination. The
review shall be completed not later than 120 days after the deter-
mination 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 assur-
ances 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 assist-
ance to the eligible entity affected until the violation is corrected. In
such case, the allotment 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) FISCAL CONTROLS, PROCEDURES, AUDITS, AND INSPECTIONS.—
(1) IN GENERAL.—A State that receives funds under this part

shall—
(A) establish fiscal control and fund accounting proce-

dures necessary to assure the proper disbursal of and ac-
counting for Federal funds paid to the State under this
part, including procedures for monitoring the funds pro-
vided under this part;

(B) ensure that cost and accounting standards of the Of-
fice of Management and Budget apply to a recipient of
funds under this part;

(C) prepare, at least every year in accordance with para-
graph (2) an audit of the expenditures of the State of
amounts received under this part and amounts transferred
to carry out the purposes of this part; and

(D) make appropriate books, documents, papers, and
records available to the Secretary and the Comptroller Gen-
eral of the United States, or any of their duly authorized
representatives, for examination, copying, or mechanical re-
production on or off the premises of the appropriate entity
upon a reasonable request for the items.

(2) AUDITS.—Each audit required by subsection (a)(1)(C)
shall be conducted by an entity independent of any agency ad-
ministering activities or services carried out under this part
and shall be conducted in accordance with generally 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 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 part or the Secretary may offset such amounts against any
other amount to which the State is or may become entitled
under this part.
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(b) WITHHOLDING.—
(1) IN GENERAL.—The Secretary shall, after providing ade-

quate 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 part, including the assurances such State pro-
vided under section 676.

(2) RESPONSE TO COMPLAINTS.—The Secretary shall respond
in an expeditious and speedy manner to complaints of a sub-
stantial or serious nature that a State has failed to use funds
in accordance with the provisions of this part, including the as-
surances 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 dis-
regarding that assurance shall be considered to be a complaint
of a serious nature.

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

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 re-

ceives funds under this part shall participate, and shall en-
sure that all eligible entities in the State participate, in a
performance measurement system, which may be a perform-
ance measurement system established by the Secretary pur-
suant 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 part participate in the performance measure-
ment 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 annually prepare and
submit to the Secretary a report 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 program, including an accounting of funds spent on
indirect services or administrative costs by the State and the el-
igible 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 part
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 REPORTING REQUIRE-
MENTS.—
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(1) PERFORMANCE MEASUREMENT.—The Secretary, in collabo-
ration with the States and with eligible entities throughout the
Nation, shall facilitate the development of 1 or more model per-
formance measurement systems, which may be used by the
States and by eligible entities to measure their performance in
carrying out the requirements of this part and in achieving the
goals of their community action plans. The Secretary shall pro-
vide technical assistance, including support for the enhance-
ment of electronic data systems, to States and to eligible 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 submitted pursuant to section 676;

(B) a description of how funds were actually spent by the
State and eligible entities in the State, including a break-
down 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 eligible for
funds under this part, the number of low-income persons
served under this part, 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 submit-
ted by the States in accordance with subsection (a)(2); and

(F) any additional information that the Secretary consid-
ers to be appropriate to carry out this part, if the Secretary
informs the States of the need for such additional informa-
tion 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) SUBMISSION.—The Secretary shall submit to the Commit-
tee on Education and the Workforce of the House of Representa-
tives and the Committee on Labor and Human Resources of the
Senate the report described in paragraph (2), and any com-
ments the Secretary may have with respect to such report. The
report shall include definitions of direct, indirect, and adminis-
trative costs used by the Department of Health and Human
Services for programs funded under this part.

(4) COSTS.—Of the funds reserved under section 674(b)(3), not
more than $350,000 shall be available to carry out the reporting
requirements contained in paragraph (2) and the provision of
technical assistance described in paragraph (1).

SEC. 678F. LIMITATIONS ON USE OF FUNDS.
(a) CONSTRUCTION OF FACILITIES.—
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(1) LIMITATIONS.—Except as provided in paragraph (2),
grants made under this part (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 part, for the purchase or improvement
of land, or the purchase, construction, or permanent improve-
ment (other than low-cost residential weatherization or other
energy-related home repairs) of any building or other facility.

(2) WAIVER.—The Secretary may waive the limitation con-
tained 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 part.

(b) POLITICAL ACTIVITIES.—
(1) TREATMENT AS A STATE OR LOCAL AGENCY.—For purposes

of chapter 15 of title 5, United States Code, any entity that as-
sumes responsibility for planning, developing, and coordinating
activities under this part and receives assistance under this
part shall be deemed to be a State or local agency. For purposes
of paragraphs (1) and (2) of section 1502(a) of such title, any
entity receiving assistance under this part shall be deemed to
be a State or local agency.

(2) PROHIBITIONS.—Programs assisted under this part shall
not be carried on in a manner involving the use of program
funds, the provision 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 activity 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 prospective 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 consulta-

tion 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 summary suspension
of assistance or other action necessary to permit enforcement on
an emergency 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 part. 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 Rehabilitation Act of 1973 (29 U.S.C. 794) or
title II of the Americans with Disabilities Act of 1990 (42 U.S.C.
12131 et seq.) shall also apply to any such program or activity.
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(2) ACTION OF SECRETARY.—Whenever the Secretary deter-
mines that a State that has received a payment under this part
has failed to comply with paragraph (1) or an applicable regu-
lation, 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 secure compliance, the
Secretary is authorized to—

(A) refer the matter to the Attorney General with a rec-
ommendation that an appropriate civil action be instituted;

(B) exercise the powers and functions provided 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 provided by law.
(3) ACTION OF ATTORNEY GENERAL.—When a matter is re-

ferred to the Attorney General pursuant to paragraph (2), or
whenever the Attorney General has reason to believe that the
State is engaged in a pattern or practice of discrimination in
violation of the provisions of this subsection, the Attorney Gen-
eral may bring a civil action in any appropriate United States
district court for such relief as may be appropriate, including
injunctive relief.

SEC. 679. OPERATIONAL RULE.
(a) FAITH-BASED ORGANIZATIONS INCLUDED AS NONGOVERN-

MENTAL PROVIDERS.—For any program carried out by the Federal
Government, or by a State or local government under this part, the
government shall consider, on the same basis as other nongovern-
mental organizations, faith-based organizations to provide the as-
sistance under the program, so long as the program is implemented
in a manner consistent with the Establishment Clause of the first
amendment to the Constitution. Neither the Federal Government
nor a State or local government receiving funds under this part
shall discriminate against an organization that provides assistance
under, or applies to provide assistance under, this part, on the basis
that the organization has a faith-based character.

(b) ADDITIONAL SAFEGUARDS.—Neither the Federal Government
nor a State or local government shall require a faith-based organi-
zation to remove religious art, icons, scripture, or other symbols in
order to be eligible to provide assistance under a program described
in subsection (a).

(c) LIMITATIONS ON USE OF FUNDS FOR CERTAIN 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 paragraph (2), any

faith-based organization providing assistance under any pro-
gram described in subsection (a) shall be subject to the same
regulations as other nongovernmental organizations to account
in accord with generally accepted accounting principles for the
use of such funds provided under such program.
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(2) LIMITED AUDIT.—Such organization shall segregate gov-
ernment funds provided under such program into a separate ac-
count. Only the government funds shall be subject to audit by
the government.

SEC. 680. DISCRETIONARY AUTHORITY OF THE SECRETARY.
(a) GRANTS, CONTRACTS, ARRANGEMENTS, LOANS, AND GUARAN-

TEES.—
(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 cooperative arrange-
ments with States and public agencies and private, nonprofit
organizations (and for-profit organizations, to the extent speci-
fied in (2)(E)) for each of the objectives described in paragraphs
(2) through (4).

(2) COMMUNITY ECONOMIC DEVELOPMENT.—
(A) ECONOMIC DEVELOPMENT ACTIVITIES.—The Secretary

shall make grants described in paragraph (1) on a competi-
tive basis to private, non-profit organizations that are com-
munity development corporations to provide technical and
financial assistance for economic development activities de-
signed to address the economic needs of low-income indi-
viduals and families by creating employment and business
development opportunities.

(B) CONSULTATION.—The Secretary shall exercise the au-
thority provided under subparagraph (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 con-
sist of residents of the community and business and civic
leaders and shall have as a principal purpose planning, de-
veloping, or managing low-income housing or community
development projects.

(D) GEOGRAPHIC DISTRIBUTION.—In making grants to
carry out this paragraph, the Secretary shall take into con-
sideration the geographic 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 Secretary may reserve not
more than 1 percent for each fiscal year to make grants to
private, nonprofit organizations or to enter into contracts
with private, nonprofit or for-profit organizations to pro-
vide technical assistance to aid community development
corporations in developing or implementing activities fund-
ed to carry out this paragraph and to evaluate activities
funded to carry out this paragraph.

(3) RURAL COMMUNITY DEVELOPMENT ACTIVITIES.—The Sec-
retary shall provide the assistance described in paragraph (1)
for rural community development activities, which shall in-
clude—

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

(B) grants to multistate, regional, private, nonprofit orga-
nizations to provide training and technical assistance to
small, rural communities in meeting their community facil-
ity needs.

(4) NEIGHBORHOOD INNOVATION PROJECTS.—The Secretary
shall provide the assistance described in paragraph (1) for
neighborhood innovation projects, which shall include grants to
neighborhood-based private, nonprofit organizations to test or
assist in the development of new approaches or methods that
will aid in overcoming special problems identified by commu-
nities or neighborhoods or otherwise assist in furthering the
purposes of this part, and which may include projects that are
designed to serve low-income individuals and families who are
not being effectively served by other programs.

(b) EVALUATION.—The Secretary shall require all activities receiv-
ing assistance under this section to be evaluated for their effective-
ness. Funding for such evaluations shall be provided as a stated
percentage of the assistance or through a separate grant awarded
by the Secretary specifically for the purpose of evaluation of a par-
ticular activity or group of activities.

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

COMMUNITY FOOD AND NUTRITION

SEC. ø681A¿ 681. (a) The Secretary may through grants to public
and private nonprofit agencies, provide for community-based, local,
statewide, and national programs—

(1) * * *

* * * * * * *
(c) For each fiscal year, the Secretary shall prepare and submit,

to the Committee on Education and øLabor¿ the Workforce of the
House of Representatives and the Committee on Labor and Human
Resources of the Senate, a report concerning the grants awarded
under this section. Such report shall include—

(1) * * *

* * * * * * *
(d) There are authorized to be appropriated ø$25,000,000 for fis-

cal year 1995, and such sums as may be necessary for each of fiscal
years 1996 through 1998¿ $5,000,000 for fiscal year 1999, and such
sums as may be necessary for fiscal years 2000 through 2003, to
carry out this section.
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SEC. 682. NATIONAL OR REGIONAL PROGRAMS DESIGNED TO PRO-
VIDE INSTRUCTIONAL ACTIVITIES FOR LOW-INCOME
YOUTH.

(a) * * *

* * * * * * *
(c) ELIGIBLE PROVIDERS.—A national private nonprofit organiza-

tion, a coalition of such organizations, or a private nonprofit organi-
zation applying jointly with a business concern shall be eligible for
a grant under this subsection if—

(1) the applicant has demonstrated experience in operating
a program providing instruction to low-income youth;

(2) the applicant shall contribute amounts in cash or fairly
evaluated in kind of no less than 25 percent of the amount re-
quested;

(3) the applicant shall, in each community in which a pro-
gram is funded under this section—

(A) ensure that—
(i) a community-based advisory committee, composed

of representatives of local youth, family, and social
service organizations, schools, entities that provide
park and recreation services, entities that provide
training services, and community-based organizations
that serve high-risk youth, is established; or

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

(B) enter into formal partnerships with youth-serving or-
ganizations or other appropriate social service entities in
order to link program participants with year-round services
in their home communities that support and continue the
objectives of this part;

ø(3)¿ (4) the applicant shall use no funds from a grant au-
thorized under this section for administrative expenses; and

ø(4)¿ (5) the applicant agrees to comply with the regulations
or program guidelines promulgated by the Secretary of Health
and Human Services for use of funds made available by this
grant.

* * * * * * *
(f) AUTHORIZATION OF APPROPRIATIONS.—There is authorized to

be appropriated $15,000,000 øfor each fiscal year 1995, 1996, 1997,
and 1998¿ for fiscal year 1999, and such sums as may be necessary
for fiscal years 2000 through 2003 for grants to carry out this sec-
tion.

øANNUAL REPORT

øSEC. 683. (a)(1) For each fiscal year beginning after September
30, 1991, the Secretary shall, by awarding a grant or contract to
an entity that is knowledgeable about programs and projects as-
sisted under section 674, prepare a report containing the following
information:

ø(A) The uses of the Community Services Block Grant to the
States that are related to the purposes of the subtitle.
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ø(B) The number of entities eligible for funds under this sub-
title, the number of low-income persons served under this sub-
title, and that amount of information concerning the demo-
graphics of the low-income populations served by such eligible
entities as is determined to be feasible.

ø(C) Any information in addition to that described in sub-
paragraph (B) that the Secretary considers to be appropriate to
carry out this subtitle, except that the Secretary may not re-
quire a State to provide such additional information until the
expiration of the 1-year period beginning on the date on which
the Secretary notifies such State that such additional informa-
tion will be required to be provided.

ø(2) In selecting an entity to prepare a report under this sub-
section, the Secretary shall give a preference to any nonprofit en-
tity that has demonstrated the ability to secure the voluntary co-
operation of grantees under this subtitle in designing and imple-
menting national Community Services Block Grant information
systems.

ø(b) The Secretary shall transmit to the Committee on Education
and Labor of the House of Representatives and the Committee on
Labor and Human Resources of the Senate—

ø(1) such report in the form in which it was received by the
Secretary; and

ø(2) any comments the Secretary may have with respect to
such report.

ø(c) Of the funds made available under section 681(d), not more
than $250,000 shall be available to carry out this section.

øREPEALER; REAUTHORIZATION PROVISIONS; TECHNICAL AND
CONFORMING PROVISIONS

øSEC. 684. (a) Effective October 1, 1981, the Economic Oppor-
tunity Act of 1964, other than titles VIII and X of such Act, is re-
pealed.

ø(b) There is authorized to be appropriated such sums as may be
necessary for each of the fiscal years 1982, 1983, and 1984, to carry
out title VIII of the Economic Opportunity Act of 1964.

ø(c)(1) 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 construed to be a reference to the poverty line de-
fined in section 673(2) of this Act.

ø(2) Any reference in any provision of law to any community ac-
tion agency designated under title II of the Economic Opportunity
Act of 1964 shall be construed to be a reference to private nonprofit
community organizations eligible to receive funds under this sub-
title.

ø(3) No action or other proceeding commenced by or against any
officer in the official capacity of such individual as an officer of any
agency administering the Act repealed by subsection (a) of this sec-
tion shall abate by reason of the enactment of this Act.¿
SEC. 683. DRUG TESTING AND PATERNITY DETERMINATIONS.

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

(2) Any funds provided under this part expended for such testing
shall be considered to be expended for administrative expenses and
shall be subject to the limitation specified in section 675(b)(2).

(b) PATERNITY DETERMINATIONS.—During each fiscal year for
which an eligible entity receives 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 part 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 construed to be a reference to the poverty line defined in section
673 of this part. Any reference in any provision of law to any com-
munity action agency designated under title II of the Economic Op-
portunity Act of 1964 shall be construed to be a reference to an en-
tity eligible to receive funds under the community services block
grant program.

PART B—ASSETS FOR INDEPENDENCE

SEC. 685. SHORT TITLE.
This part 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, invest-
ment, and accumulation of assets because assets can improve
economic independence and stability, connect individuals with
a viable and hopeful future, stimulate development of human
and other capital, and enhance the welfare of offspring.

(2) Fully 1⁄2 of all Americans have either no, negligible, or
negative assets available for investment, just as the price of
entry to the economic mainstream, the cost of a house, an ade-
quate education, and starting a business, is increasing. Further,
the household savings rate of the United States lags far behind
other industrial nations presenting a barrier to economic
growth.

(3) In the current tight fiscal environment, the United States
should invest existing resources in high-yield initiatives. There
is reason to believe that the financial returns, including in-
creased income, tax revenue, and decreased welfare cash assist-
ance, resulting from individual development accounts will far
exceed the cost of investment in those accounts.

(4) Traditional public assistance programs concentrating on
income and consumption have rarely been successful in promot-
ing and supporting the transition to increased economic self-
sufficiency. Income-based domestic policy should be com-
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plemented 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 poli-
cies provide the means to achieve greater independence and eco-
nomic well-being.

SEC. 687. PURPOSES.
The purposes of this part are to provide for the establishment of

demonstration projects designed to determine—
(1) the social, civic, psychological, and economic effects of pro-

viding to individuals and families with limited means an in-
centive to accumulate assets by saving a portion of their earned
income;

(2) the extent to which an asset-based policy that promotes
saving for postsecondary education, homeownership, and micro-
enterprise development may be used to enable individuals and
families with limited means to increase their economic self-suf-
ficiency; and

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

SEC. 688. DEFINITIONS.
In this part:

(1) APPLICABLE PERIOD.—The term ‘‘applicable 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 quali-
fied entity under section 693.

(3) EMERGENCY WITHDRAWAL.—The term ‘‘emergency with-
drawal’’ 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 individual 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 depend-
ent of the individual described in paragraph (8)(D);

(ii) payments necessary to prevent the eviction of the
individual from the residence of the individual, or fore-
closure on the mortgage for the principal residence of
the individual, as defined in paragraph (8)(B); or

(iii) payments necessary to enable the individual to
meet necessary living expenses following loss of employ-
ment.

(4) HOUSEHOLD.—The term ‘‘household’’ means all individ-
uals who share use of a dwelling unit as primary quarters for
living and eating separate from other individuals.

(5) INDIVIDUAL DEVELOPMENT ACCOUNT.—
(A) IN GENERAL.—The term ‘‘individual development ac-

count’’ means a trust created or organized in the United
States exclusively for the purpose of paying the qualified ex-
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penses of an eligible individual, or enabling the eligible in-
dividual to make an emergency withdrawal, but only if the
written governing instrument creating 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 financial insti-
tution, or a State insured financial institution if no
federally insured financial institution is available.

(iii) The assets of the trust will be invested in accord-
ance with the direction of the eligible individual after
consultation with the qualified entity providing depos-
its for the individual under section 694.

(iv) The assets of the trust will not be commingled
with other property except in a common trust fund or
common investment fund.

(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 purpose of paying the qualified ex-
penses of the eligible individual, or enabling the eligi-
ble individual 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 distributed within 30 days of
that date as directed by that individual to another in-
dividual development account established for the bene-
fit of an eligible individual.

(B) CUSTODIAL ACCOUNTS.—For purposes of subpara-
graph (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 section 408(n) of the Internal Revenue Code of
1986) or another person who demonstrates, to the satisfac-
tion of the Secretary, that the manner in which such person
will administer the custodial account will be consistent
with the requirements of this part, and if the custodial ac-
count would, except for the fact that it is not a trust, con-
stitute an individual development account described in sub-
paragraph (A). For purposes of this part, in the case of a
custodial account treated as a trust by reason of the preced-
ing sentence, the custodian of that custodial account shall
be treated as the trustee thereof.

(6) PROJECT YEAR.—The term ‘‘project year’’ means, with re-
spect to a demonstration project, any of the 5 consecutive 12-
month periods beginning on the date the project is originally
authorized 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
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(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 corporation
to carry out the purposes of this part.

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

(A) POSTSECONDARY EDUCATIONAL EXPENSES.—Post-
secondary educational expenses paid from an individual
development account directly to an eligible educational in-
stitution. In this subparagraph:

(i) POSTSECONDARY EDUCATIONAL EXPENSES.—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.

(II) FEES, BOOKS, SUPPLIES, AND EQUIPMENT.—
Fees, books, supplies, and equipment required for
courses of instruction at an eligible educational in-
stitution.

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

(I) INSTITUTION OF HIGHER EDUCATION.—An in-
stitution 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 part.

(II) POSTSECONDARY VOCATIONAL EDUCATION
SCHOOL.—An area vocational education school (as
defined in subparagraph (C) or (D) of section
521(4) of the Carl D. Perkins Vocational and Ap-
plied Technology Education Act (20 U.S.C.
2471(4))) which is in any State (as defined in sec-
tion 521(33) of such Act), as such sections are in
effect on the date of enactment of this part.

(B) FIRST-HOME PURCHASE.—Qualified acquisition 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 ‘‘principal resi-
dence’’ means a principal residence, the qualified ac-
quisition costs of which do not exceed 100 percent of
the average area purchase price applicable to such resi-
dence.

(ii) QUALIFIED ACQUISITION COSTS.—The term ‘‘quali-
fied acquisition costs’’ means the costs of acquiring,
constructing, or reconstructing a residence. The term
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includes any usual or reasonable settlement, financing,
or other closing costs.

(iii) QUALIFIED FIRST-TIME HOMEBUYER.—
(I) IN GENERAL.—The term ‘‘qualified first-time

homebuyer’’ means an individual participating in
the project (and, if married, the individual’s
spouse) who has no present ownership interest in
a principal residence during the 3-year period end-
ing on the date of acquisition of the principal resi-
dence to which this subparagraph applies.

(II) 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 ap-
plies is entered into.

(C) BUSINESS CAPITALIZATION.—Amounts paid from an
individual development account directly to a business cap-
italization account which is established in a federally in-
sured financial institution (or in a State insured financial
institution if no federally insured financial institution is
available) and is restricted to use solely for qualified busi-
ness capitalization expenses. In this subparagraph:

(i) QUALIFIED BUSINESS CAPITALIZATION EXPENSES.—
The term ‘‘qualified business capitalization expenses’’
means qualified expenditures for the capitalization of a
qualified business pursuant to a qualified plan.

(ii) QUALIFIED EXPENDITURES.—The term ‘‘qualified
expenditures’’ means expenditures included in a quali-
fied plan, including capital, plant, equipment, working
capital, and inventory expenses.

(iii) QUALIFIED BUSINESS.—The term ‘‘qualified busi-
ness’’ means any business that does not contravene any
law or public policy (as determined by the Secretary).

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

(I) is approved by a financial institution, a
microenterprise development organization, or a
nonprofit loan fund having demonstrated fiduciary
integrity;

(II) includes a description of services or goods to
be sold, a marketing plan, and projected financial
statements; and

(III) may require the eligible individual to obtain
the assistance of an experienced entrepreneurial
adviser.

(D) TRANSFERS TO IDAS OF FAMILY MEMBERS.—Amounts
paid from an individual development account directly into
another such account established for the benefit of an eligi-
ble individual who is—

(i) the individual’s spouse; or
(ii) any dependent of the individual with respect to

whom the individual is allowed a deduction under sec-
tion 151 of the Internal Revenue Code of 1986.
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(9) QUALIFIED SAVINGS OF THE INDIVIDUAL FOR THE PERIOD.—
The term ‘‘qualified savings of the individual for the period’’
means the aggregate 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.

(11) TRIBAL GOVERNMENT.—The term ‘‘tribal government’’
means a tribal organization, as defined in section 4 of the In-
dian Self-Determination and Education Assistance Act (25
U.S.C. 450b) or a Native Hawaiian organization, as defined 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 part, the Secretary
shall publicly announce the availability of funding under this part
for demonstration projects and shall ensure that applications to con-
duct the demonstration projects are widely available to qualified en-
tities.

(b) SUBMISSION.—Not later than 6 months after the date of enact-
ment of this part, a qualified entity may submit to the Secretary an
application to conduct a demonstration project under this part.

(c) CRITERIA.—In considering whether to approve an application
to conduct a demonstration project under this part, 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 assess-
ment, the Secretary shall consider the overall quality of project
activities in making any particular kind or combination of
qualified expenses to be an essential feature of any project.

(2) ADMINISTRATIVE ABILITY.—The experience and ability of
the applicant to responsibly administer the project.

(3) ABILITY TO ASSIST PARTICIPANTS.—The experience and
ability of the applicant in recruiting, educating, and assisting
project participants to increase their economic independence
and general well-being through the development 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 INFORMATION FOR
EVALUATION.—The adequacy of the plan for providing informa-
tion relevant to an evaluation of the project.

(6) OTHER FACTORS.—Such other factors relevant to the pur-
poses of this part as the Secretary may specify.

(d) PREFERENCES.—In considering an application to conduct a
demonstration project under this part, the Secretary shall give pref-
erence to an application that—

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

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

(3) targets such individuals residing within 1 or more rel-
atively well-defined neighborhoods or communities (including
rural communities) that experience high rates of poverty or un-
employment.

(e) APPROVAL.—Not later than 9 months after the date of enact-
ment of this part, the Secretary shall, on a competitive basis, ap-
prove such applications to conduct demonstration projects under
this part as the Secretary deems appropriate, taking into account
the assessments required by subsections (c) and (d). The Secretary
is encouraged to ensure that the applications that are approved in-
volve a range of communities (both rural and urban) and diverse
populations.

(f) CONTRACTS WITH NONPROFIT ENTITIES.—The Secretary may
contract with an entity described in section 501(c)(3) of the Internal
Revenue 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 re-
sponsibility; 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 Secretary approves an

application to conduct a demonstration project under this part, the
Secretary shall, not later than 10 months after the date of enact-
ment of this part, authorize the applicant to conduct the project for
5 project years in accordance with the approved application and the
requirements of this part.

(b) GRANT AUTHORITY.—For each project year of a demonstration
project conducted under this part, the Secretary may make a grant
to the qualified entity authorized to conduct 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 public or private sector sources; or

(2) $1,000,000.
SEC. 691. RESERVE FUND.

(a) ESTABLISHMENT.—A qualified entity under this part, other
than a State or local government agency, or a tribal government,
shall establish a Reserve Fund which shall be maintained in ac-
cordance 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)—

(A) all funds provided to the qualified entity by any pub-
lic or private source in connection with the demonstration
project; and
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(B) the proceeds from any investment made under sub-
section (c)(2).

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

(c) 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 ob-

taining the skills (including economic literacy, budgeting,
credit, and counseling) and information necessary to
achieve economic self-sufficiency through activities requir-
ing qualified expenses;

(B) provide deposits in accordance with section 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 evaluating the

demonstration project under section 698 with such informa-
tion with respect to the demonstration project as may be re-
quired for the evaluation.

(2) AUTHORITY TO INVEST FUNDS.—
(A) GUIDELINES.—The Secretary shall establish guide-

lines for investing amounts in the Reserve Fund established
under subsection (a) in a manner that provides an appro-
priate balance between return, liquidity, and risk.

(B) INVESTMENT.—A qualified entity shall invest the
amounts in its Reserve Fund that are not immediately
needed to carry out the provisions of paragraph (1), in ac-
cordance with the guidelines established under subpara-
graph (A).

(3) LIMITATION ON USES.—Not more than 9.5 percent of the
amounts provided to a qualified 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 administering a
project, no qualified entity shall use more than its proportional
share for the purposes described in subparagraphs (A), (C), and
(D) of paragraph (1).

(d) UNUSED FEDERAL GRANT FUNDS TRANSFERRED TO THE SEC-
RETARY WHEN PROJECT TERMINATES.—Notwithstanding subsection
(c), upon the termination of any demonstration project authorized
under this section, the qualified entity conducting the project shall
transfer to the Secretary an amount equal to—

(1) the amounts in its Reserve Fund at time of the termi-
nation; 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 provided to the

qualified entity by all sources to conduct the project.
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SEC. 692. ELIGIBILITY FOR PARTICIPATION.
(a) IN GENERAL.—Any individual who is a member of a house-

hold that is eligible for assistance under the State temporary assist-
ance 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 part:

(1) INCOME TEST.—The adjusted gross income of the house-
hold does not exceed the earned income amount described in
section 32 of the Internal 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 member of the house-
hold; minus

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

(C) EXCLUSIONS.—For purposes of determining the net
worth of a household, a household’s assets shall not be con-
sidered to include the primary dwelling unit and 1 motor
vehicle owned by the household.

(b) INDIVIDUALS UNABLE TO COMPLETE THE PROJECT.—The Sec-
retary shall establish such regulations as are necessary, including
prohibiting future eligibility to participate in any other demonstra-
tion project conducted under this part, to ensure compliance with
this part if an individual participating in the demonstration 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 PARTICIPATE.

From among the individuals eligible to participate in a dem-
onstration project conducted under this part, each qualified entity
shall select the individuals—

(1) that the qualified entity deems to be best suited to partici-
pate; and

(2) to whom the qualified entity will provide deposits in ac-
cordance 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
individual development account of each individual participating in
the project, or into a parallel account maintained by the qualified
entity—

(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 participant during that period;
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(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 indi-
vidual development account of the individual or into a parallel
account maintained by the qualified entity.

(b) LIMITATION ON DEPOSITS FOR AN INDIVIDUAL.—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 HOUSEHOLD.—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 necessary to ensure that funds held in an indi-
vidual development account are not withdrawn, except for 1 or more
qualified expenses, or for an emergency withdrawal. Such guide-
lines shall include a requirement that a responsible official of the
qualified entity conducting a project approve such withdrawal in
writing. The guidelines shall provide that no individual may with-
draw funds from an individual development account earlier than 6
months after the date on which the individual first deposits funds
in the account.

(e) REIMBURSEMENT.—An individual shall reimburse an individ-
ual 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 individual fails to make the reim-
bursement, the qualified entity administering the account shall
transfer the funds deposited into the account or a parallel account
under section 694 to the Reserve Fund of the qualified entity, and
use the funds to benefit other individuals participating in the dem-
onstration project involved.
SEC. 695. LOCAL CONTROL OVER DEMONSTRATION PROJECTS.

A qualified entity under this part, other than a State or local gov-
ernment 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
guidelines with respect to demonstration projects conducted under
this part as are necessary to ensure compliance with the approved
applications and the requirements of this part.
SEC. 696. ANNUAL PROGRESS REPORTS.

(a) IN GENERAL.—Each qualified entity under this part shall pre-
pare an annual report on the progress of the demonstration project.
Each report shall include both program and participant informa-
tion and shall specify for the period covered by the report the follow-
ing information:

(1) The number and characteristics of individuals making a
deposit into an individual development account.

(2) The amounts in the Reserve Fund established with respect
to the project.

(3) The amounts deposited in the individual development ac-
counts.
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(4) The amounts withdrawn from the individual development
accounts and the purposes for which such amounts were with-
drawn.

(5) The balances remaining in the individual development ac-
counts.

(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 qualified entity (such as
peer support, structured planning exercises, mentoring, and
case management) increased the rate and consistency of partici-
pation in the demonstration project and how such configura-
tions 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 government committed funds to the demonstration
project.

(c) TIMING.—The first report required by subsection (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 subsequent reports shall be submitted
every 12 months thereafter, until the conclusion of the project.
SEC. 697. SANCTIONS.

(a) AUTHORITY TO TERMINATE DEMONSTRATION PROJECT.—If the
Secretary determines that a qualified entity under this part is not
operating the demonstration project in accordance with the entity’s
application or the requirements of this part (and has not imple-
mented any corrective recommendations directed by the Secretary),
the Secretary shall terminate such entity’s authority to conduct the
demonstration project.

(b) ACTIONS REQUIRED UPON TERMINATION.—If the Secretary ter-
minates the authority to conduct a demonstration project, the Sec-
retary—

(1) shall suspend the demonstration project;
(2) shall take control of the Reserve Fund established pursu-

ant to section 691;
(3) shall make every effort to identify another qualified entity

(or entities) willing and able to conduct the project in accord-
ance with the approved application (or, as modified, if nec-
essary to incorporate the recommendations) and the require-
ments of this part;

(4) shall, if the Secretary identifies an entity (or entities) de-
scribed in paragraph (3)—

(A) authorize the entity (or entities) to conduct the project
in accordance with the approved application (or, as modi-
fied, if necessary, to incorporate the recommendations) and
the requirements of this part;
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(B) transfer to the entity (or entities) control over the Re-
serve Fund established pursuant to section 691; and

(C) consider, for purposes of this part—
(i) such other entity (or entities) to be the qualified

entity (or entities) originally authorized 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 beginning on the date
of the termination, the Secretary has not found a qualified en-
tity (or entities) described in paragraph (3), shall—

(A) terminate the project; and
(B) from the amount remaining in the Reserve Fund es-

tablished as part of the project, remit to each source that
provided funds under section 689(c)(4) to the entity origi-
nally authorized to conduct the project, an amount that
bears the same ratio to the amount so remaining as the
amount provided by the source under section 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 en-

actment of this part, the Secretary shall enter into a contract with
an independent research organization to evaluate, individually and
as a group, all qualified entities and sources participating in the
demonstration projects conducted under this part.

(b) FACTORS TO EVALUATE.—In evaluating any demonstration
project conducted under this part, the research organization shall
address the following factors:

(1) The effects of incentives and organizational or institu-
tional support on savings behavior 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 accounts on home-
ownership, level of postsecondary education attained, and self-
employment, and how such effects vary among different popu-
lations or communities.

(5) The potential financial returns to the Federal Government
and to other public sector and private sector investors in indi-
vidual development accounts over a 5-year and 10-year period
of time.

(6) The lessons to be learned from the demonstration projects
conducted under this part and if a permanent program of indi-
vidual development accounts should be established.

(7) Such other factors as may be prescribed by the Secretary.
(c) METHODOLOGICAL REQUIREMENTS.—In evaluating any dem-

onstration project conducted under this part, the research organiza-
tion shall—

(1) for at least 1 site, use control groups to compare partici-
pants with nonparticipants;
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(2) before, during, and after the project, obtain such quan-
titative 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
part, and every 12 months thereafter until all demonstration
projects conducted under this part are completed, the Secretary
shall submit to Congress an interim report setting forth the re-
sults of the reports submitted pursuant to section 696(b).

(2) FINAL REPORTS.—Not later than 12 months after the con-
clusion of all demonstration projects conducted under this part,
the Secretary shall submit to Congress a final report setting
forth the results and findings of all reports and evaluations
conducted pursuant to this part.

(e) EVALUATION EXPENSES.—The Secretary shall expend such
sums as may be necessary, but not less than 2 percent of the amount
appropriated under section 699A for a fiscal year, to carry out the
purposes of this section.
SEC. 699. TREATMENT OF FUNDS.

Of the funds deposited in individual development accounts for eli-
gible individuals, only the funds deposited by the individuals (in-
cluding interest accruing on those funds) may be considered to be
income, assets, or resources of the individuals for purposes of deter-
mining eligibility for, or the amount of assistance furnished under,
any Federal or federally assisted program based on need.
SEC. 699A. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to carry out this part,
$25,000,000 for each of fiscal years 1999, 2000, 2001, and 2002, to
remain available until expended.

LOW-INCOME HOME ENERGY ASSISTANCE ACT OF 1981

TITLE XXVI—LOW-INCOME HOME ENERGY ASSISTANCE

SHORT TITLE

SEC. 2601. This title may be cited as the ‘‘Low-Income Home En-
ergy Assistance Act of 1981’’.

HOME ENERGY GRANTS AUTHORIZED

SEC. 2602. (a) * * *
(b) There are authorized to be appropriated to carry out the pro-

visions of this title (other than section 2607A), $2,000,000,000 for
each of fiscal years 1995 through 1999, $1,100,000,000 for fiscal
year 2000, and such sums as may be necessary for fiscal year 2001.
The authorizations of appropriations contained in this subsection
are subject to the program year provisions of subsection (c).
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ø(c)(1) In fiscal year 1993 and each fiscal year thereafter,
amounts appropriated under this section for any fiscal year for pro-
grams and activities under this title shall be made available for ob-
ligation only on the basis of a program year. The program year
shall begin on July 1 of the fiscal year for which the appropriation
is made.

ø(2) Amounts appropriated for fiscal year 1993 shall be available
both to fund activities for the period between October 1, 1992, and
July 1, 1993, and for the program year beginning July 1, 1993.

ø(3) There are authorized to be appropriated such additional
sums as may be necessary for the transition to carry out this sub-
section.¿

(c) Amounts appropriated under this section in any fiscal year for
programs and activities under this title shall be made available for
obligation in the succeeding fiscal year.

(d) There are authorized to be appropriated to carry out section
2607A, $50,000,000 øfor each of the fiscal years 1996 and 1997,
and such sums as may be necessary for each of the fiscal years
1998 and 1999.¿ for each of the fiscal years 1999, 2000, and 2001.

(e) There are authorized to be appropriated in each fiscal year for
payments under this title, in addition to amounts appropriated for
distribution to all the States in accordance with section 2604 (other
than øsubsection (g)¿ subsection (e) of such section), $600,000,000
to meet the additional home energy assistance needs of one or more
States arising from a natural disaster or other emergency. Funds
appropriated pursuant to this subsection are hereby designated to
be emergency requirements pursuant to section 251(b)(2)(D) of the
Balanced Budget and Emergency Deficit Control Act of 1985, ex-
cept that such funds shall be made available only after the submis-
sion to Congress of a formal budget request by the President (for
all or a part of the appropriation pursuant to this subsection) that
includes a designation of the amount requested as an emergency
requirement as defined in such Act.

DEFINITIONS

SEC. 2603. As used in this title:
(1) EMERGENCY.—The term ‘‘emergency’’ means—

(A) a natural disaster;
(B) a significant home energy supply shortage or disruption;
(C) a significant increase in the cost of home energy, as deter-

mined by the Secretary;
(D) a significant increase in home energy disconnections re-

ported by a utility, a State regulatory agency, or another agency
with necessary 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
program to provide supplemental security income carried out
under title XVI of the Social Security Act (42 U.S.C. 1381 et
seq.), or the State temporary assistance for needy families pro-
gram carried out under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.), as determined by the head of the
appropriate Federal agency;
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(F) a significant increase in unemployment, layoffs, or the
number of households with an individual applying for unem-
ployment benefits, as determined by the Secretary of Labor; or

(G) an event meeting such criteria as the Secretary, in the dis-
cretion of the Secretary, may determine to be appropriate.

ø(1)¿ (2) The term ‘‘energy burden’’ means the expenditures
of the household for home energy divided by the income of the
household.

ø(2)¿ (3) The term ‘‘energy crisis’’ means weather-related and
supply shortage emergencies and other household energy-relat-
ed emergencies.

ø(3)¿ (4) The term ‘‘highest home energy needs’’ means the
home energy requirements of a household determined by tak-
ing into account both the energy burden of such household and
the unique situation of such household that results from hav-
ing members of vulnerable populations, including very young
children, individuals with disabilities, and frail older individ-
uals.

ø(4) the¿ (5) The term ‘‘household’’ means any individual or
group of individuals who are living together as one economic
unit for whom residential energy is customarily purchased in
common or who make undesignated payments for energy in the
form of rentø;¿.

ø(5)¿ (6) The term ‘‘home energy’’ means a source of heating
or cooling in residential dwellings.

(7) NATURAL DISASTER.—The term ‘‘natural disaster’’ means
a weather event (relating to cold or hot weather), flood, earth-
quake, tornado, hurricane, or ice storm, or an event meeting
such other criteria as the Secretary, in the discretion of the Sec-
retary, may determine to be appropriate.

ø(6)¿ (8) The term ‘‘poverty level’’ means, with respect to a
household in any State, the income poverty line as prescribed
and revised at least annually pursuant to section 673(2) of the
Community Services Block Grant Act, as applicable to such
State.

ø(7)¿ (9) The term ‘‘Secretary’’ means the Secretary of Health
and Human Services.

ø(8)¿ (10) The term ‘‘State’’ means each of the several States
and the District of Columbia.

ø(9)¿ (11) The term ‘‘State median income’’ means the State
median income promulgated by the Secretary in accordance
with procedures established under section 2002(a)(6) of the So-
cial Security Act (as such procedures were in effect on the day
before the date of the enactment of this Act) and adjusted, in
accordance with regulations prescribed by the Secretary, to
take into account the number of individuals in the household.

STATE ALLOTMENTS

SEC. 2604. (a) * * *
(b)(1) The Secretary shall apportion not less than one-tenth of 1

percent, and not more than one-half of 1 percent, of the amounts
appropriated for each fiscal year to carry out this title on the basis
of need among the Commonwealth of Puerto Rico, Guam, American
Samoa, the Virgin Islands of the United States, øthe Northern
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Mariana Islands, and the Trust Territory of the Pacific Islands.¿
and the Commonwealth of the Northern Mariana Islands. The Sec-
retary shall determine the total amount to be apportioned under
this paragraph for any fiscal year (which shall not exceed one-half
of 1 percent) after evaluating the extent to which each jurisdiction
specified in the preceding sentence requires assistance under this
paragraph for the fiscal year involved.

(2) Each jurisdiction to which paragraph (1) applies may receive
grants under this title upon an application submitted to the Sec-
retary containing provisions which describe the programs for which
assistance is sought under this title, and which are consistent with
the requirements of section 2605.

(c) Of the funds available to each State under subsection (a), a
reasonable amount based on data from prior years shall be re-
served until March 15 of each program year by each State for en-
ergy crisis intervention. The program for which funds are reserved
by this subsection shall be administered by public or nonprofit enti-
ties which have experience in administering energy crisis programs
under the Low-Income Energy Assistance Act of 1980, or under this
Act, experience in assisting low-income individuals in the area to
be served, the capacity to undertake a timely and effective energy
crisis intervention program, and the ability to carry out the pro-
gram in local communities. The program for which funds are re-
served under this subsection shall—

(1) * * *

* * * * * * *
(3) require each entity that administers such program—

(A) to accept applications for energy crisis benefits at
sites that are geographically accessible to all households in
the area to be served by such entity; and

(B) to provide to low-income individuals who are phys-
ically infirm the means—

(i) to submit applications for energy crisis benefits
without leaving their residences; or

(ii) to travel to the sites at which such øapplication¿
applications are accepted by such entity.

The preceding sentence shall not apply to a program in a geo-
graphical area affected by a natural disaster in the United States
designated by the Secretary, or by a major disaster or emergency
designated by the President under the Disaster Relief Act of 1974,
for so long as such designation remains in effect, if the Secretary
determines that such disaster or such emergency makes compliance
with such sentence impracticable.

* * * * * * *
ø(f)(1) A State may transfer in accordance with paragraph (2) a

percentage of the funds payable to it under this section for any fis-
cal year for its use for such fiscal year under other provisions of
Federal law providing block grants for—

ø(A) support of activities under subtitle B of title VI (relating
to community services block grant program);

ø(B) support of activities under title XX of the Social Secu-
rity Act; or
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ø(C) support of preventive health services, alcohol, drug, and
mental health services, and primary care under title XIX of the
Public Health Service Act, and maternal and child health serv-
ices under title V of the Social Security Act;

or a combination of the activities described in subparagraphs (A),
(B), and (C). Amounts allotted to a State under any provisions of
Federal law referred to in the preceding sentence and transferred
by a State for use in carrying out the purposes of this title shall
be treated as if they were paid to the State under this title but
shall not affect the computation of the State’s allotment under this
title. The State shall inform the Secretary of any such transfer of
funds.

ø(2)(A) Not to exceed 10 percent of the funds payable to a State
under this section for each of the fiscal years 1991 through 1993
may be transferred under paragraph (1).

ø(B) Beginning in fiscal year 1994, no funds payable to a State
under this section shall be transferred under paragraph (1).¿

ø(g)¿ (e) Notwithstanding subsections (a) through ø(f)¿ (d), the
Secretary may allot amounts appropriated pursuant to section
2602(e) to one or more than one State. øIn determining to which
State or States additional funds may be allotted, the Secretary
shall take into account the extent to which a State was affected by
the emergency or disaster, the availability to an affected State of
other resources under this or any other program, and such other
factors as the Secretary determines relevant. The Secretary shall
notify Congress of the allotment pursuant to this subsection prior
to releasing the allotted funds.¿ In determining 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 re-
sources under the program carried out under this title or any other
program, whether a Member of Congress has requested that the
State receive the allotment, and such other factors as the Secretary
may find to be relevant. Not later than 30 days after making the
determination, but prior to releasing an allotted amount to a State,
the Secretary shall notify Congress of the allotments made pursuant
to this subsection.

APPLICATIONS AND REQUIREMENTS

SEC. 2605. (a) * * *
(b) As part of the annual application required by subsection (a),

the chief executive officer of each State shall certify that the State
agrees to—

(1) * * *

* * * * * * *
(9) provide that—

(A) the State may use for planning and administering
the use of funds under this title an amount not to exceed
10 percent of the funds payable to such State under this
title for a fiscal year øand not transferred pursuant to sec-
tion 2604(f) for use under another block grant¿; and

* * * * * * *
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(14) cooperate with the Secretary with respect to data collect-
ing and reporting under section 2610; øand¿

øThe Secretary may not prescribe the manner in which the States
will comply with the provisions of this subsection.¿

(15) beginning in fiscal year 1992, provide, in addition to
such services as may be offered by State Departments of Public
Welfare at the local level, outreach and intake functions for cri-
sis situations and heating and cooling assistance that is ad-
ministered by additional State and local governmental entities
or community-based organizations (such as community action
agencies, area agencies on aging, and not-for-profit neighbor-
hood-based organizations), and in States where such organiza-
tions do not administer intake functions as of September 30,
1991, preference in awarding grants or contracts for intake
services shall be provided to those agencies that administer the
low-income weatherization or energy crisis intervention pro-
grams; and

(16) use up to 5 percent of such funds, at its option, to pro-
vide services that encourage and enable households to reduce
their home energy needs and thereby the need for energy as-
sistance, including needs assessments, counseling, and assist-
ance with energy vendors, and report to the Secretary concern-
ing the impact of such activities on the number of households
served, the level of direct benefits provided to those house-
holds, and the number of households that remain unserved.

The Secretary may not prescribe the manner in which the States
will comply with the provisions of this subsection. The Secretary
shall issue regulations to prevent waste, fraud, and abuse in the
programs assisted by this title. Not later than 18 months after the
date of the enactment of the Low-Income Home Energy Assistance
Amendments of 1994, the Secretary shall develop model perform-
ance goals and measurements in consultation with State, terri-
torial, tribal, and local grantees, that the States may use to assess
the success of the States in achieving the purposes of this title. The
model performance goals and measurements shall be made avail-
able to States to be incorporated, at the option of the States, into
the plans for fiscal year 1997. The Secretary may request data rel-
evant to the development of model performance goals and measure-
ments.

(c)(1) As part of the annual application required in subsection (a),
the chief executive officer of each State shall prepare and furnish
to the Secretary, in such format as the Secretary may require, a
plan which—

(A) describes the eligibility requirements to be used by the
State for each type of assistance to be provided under this title,
including criteria for designating an emergency under section
2604(c);

(B) describes the benefit levels to be used by the øStates¿
State for each type of assistance including assistance to be pro-
vided for emergency crisis intervention and for weatherization
and other energy-related home repair;

* * * * * * *
(G) states, with respect to the 12-month period specified by

the Secretary, the number and income levels of households
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which apply and the number which are assisted with funds
provided under this title, and the number of households so as-
sisted with—

(i) one or more members who øhas¿ had attained 60
years of age;

* * * * * * *
(k)(1) Except as provided in paragraph (2), not more than 15 per-

cent of the greater of—
(A) the funds allotted to a State under this title for any fiscal

year; or
(B) the funds available to such State under this title for such

fiscal year;
may be used by the State for low-cost residential weatherization or
other energy-related home repair for low-income households, par-
ticularly those low-income households with the lowest incomes that
pay a high proportion of household income for home energy.

(2)(A) If a State receives a waiver granted under subparagraph
(B) for a fiscal year, the State may use not more than the greater
of 25 percent of—

(i) the funds allotted to a State under this title for such fiscal
year; or

(ii) the funds available to such State under this title for such
fiscal year;

for residential weatherization or other energy-related home repair
for low-income households, particularly those low-income house-
holds with the lowest incomes that pay a high proportion of house-
hold income for home energy.

* * * * * * *

PAYMENTS TO STATES

SEC. 2607. (a) * * *
(b)(1) * * *
(2)(A) * * *
(B) No amount may be held available under this paragraph for

a State from a prior fiscal year to the extent such amount exceeds
10 percent of the amount payable to such State for such prior fiscal
year øand not transferred pursuant to section 2604(f)¿. For pur-
poses of the preceding sentence, the amount payable to a State
øbut not transferred by the State¿ for a fiscal year shall be deter-
mined without regard to any amount held available under this
paragraph for such State for such fiscal year from the prior fiscal
year.

* * * * * * *
SEC. 2607B. RESIDENTIAL ENERGY ASSISTANCE CHALLENGE OPTION

(R.E.A.CH.).
(a) * * *
(b) FUNDING.—

(1) ALLOCATION.—øFor each of the fiscal years 1996 through
1999¿ For each fiscal year, the Secretary may allocate not more
than 25 percent of the amount made available pursuant to sec-
tion 2602(d) for such fiscal year to a R.E.A.Ch. fund for the
purpose of making incentive grants to States that submit
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qualifying plans that are approved by the Secretary as
R.E.A.Ch. initiatives. States may use such grants for the costs
of planning, implementing, and evaluating the initiative.

* * * * * * *
(e) STATE PLANS.—

(1) IN GENERAL.—Each State plan shall include each of the
elements described in paragraph (2), to be met by State and
local agencies.

(2) ELEMENTS OF STATE PLANS.—Each State plan shall in-
clude—

(A) * * *

* * * * * * *
ø(F)¿ (E) a method for targeting nonmonetary benefits;
ø(G)¿ (F) a description of the crisis and emergency as-

sistance activities the State will undertake that are de-
signed to—

(i) * * *

* * * * * * *
ø(H)¿ (G) a description of the activities the State will

undertake to—
(i) * * *

* * * * * * *
ø(I)¿ (H) an assurance that the State will require each

entity that receives a grant or enters into a contract under
this section to solicit and be responsive to the views of in-
dividuals who are financially eligible for benefits and serv-
ices under this section in establishing its local program;

ø(J)¿ (I) a description of performance goals for the State
R.E.A.Ch. initiative including—

(i) a reduction in the energy costs øon¿ of participat-
ing households over one or more fiscal years;

* * * * * * *
ø(K)¿ (J) a description of the indicators that will be used

by the State to measure whether the performance goals
have been achieved;

ø(L)¿ (K) a demonstration that the plan is consistent
with section 2603, paragraphs (2), (3), (4), (5), (7), (9), (10),
(11), (12), (13), and (14) of section 2605(b), subsections (d),
(e), (f), (g), (h), (i), and (j) of section 2605, and section 2606
of this title;

ø(M)¿ (L) an assurance that benefits and services will be
provided in addition to other benefit payments and serv-
ices provided under this title and in coordination with such
benefit payments and services; and

ø(N)¿ (M) an assurance that no regulated utility covered
by the plan will be required to act in a manner that is in-
consistent with applicable regulatory requirements.

ø(g)¿ (f) COST OR FUNCTION.—None of the costs of providing serv-
ices or benefits under this section shall be considered to be an ad-
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ministrative cost or function for purposes of any limitation on ad-
ministrative costs or functions contained in this title.

* * * * * * *
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ADDITIONAL VIEWS

While having voiced our overall support for this legislation, we
are disappointed that the substitute amendment which was added
at full committee markup only reauthorized the Low-Income Home
Energy Assistance Program (LIHEAP) for 2 years, rather than 5
years as with other Human Services programs. LIHEAP funding is
essential to ensuring that our elderly, our sick, and our poor have
access to appropriate cooling and heating services. Without
LIHEAP hundreds of thousands of vulnerable people would be
thrown into financial ruin in their attempts to pay for their cooling
and heating needs. In the worst cases, the absence of a strong
LIHEAP program could leave many vulnerable to utility shut-offs
due to lack of financial resources.

Traditionally, Head Start, LIHEAP and the Community Services
Block Grant (CSBG) have moved together as one reauthorization
package, often referred to as the Human Services Amendments.
This legislation and another Committee approved bill reauthorizes
both the Head Start and CSBG programs for 5 years. Singling out
LIHEAP with a short reauthorization period, does little to assure
us that this extremely valuable program is continued. We strongly
believe that LIHEAP should continue to be reauthorized on the
same period as both Head Start and CSBG. At the full committee
markup on this bill, Chairman Goodling indicated his preference
for a 5 year reauthorization of this program and we intend to sup-
port this position through our deliberations in conference.

WILLIAM L. CLAY.
DALE E. KILDEE.
MAJOR R. OWENS.
PATSY T. MINK.
TIM ROEMER.
LYNN WOOLSEY.
CHAKA FATTAH.
CAROLYN MCCARTHY.
RON KIND.
HAROLD E. FORD, Jr.
GEORGE MILLER.
MATTHEW G. MARTINEZ.
DONALD M. PAYNE.
ROBERT E. ANDREWS.
BOBBY SCOTT.
CARLOS ROMERO-BARCELÓ.
RUBÉN HINOJOSA.
JOHN F. TIERNEY.
LORETTA SANCHEZ.
DENNIS J. KUCINICH.
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ADDITIONAL VIEWS

While I support H.R. 4271, I would like to make the legislative
record clear with respect to Section 679 of the bill, specifically
paragraph (b), as it relates to the removal of religious icons. The
intent of the Committee is to establish that faith-based organiza-
tions, providing services under the Community Service Block Grant
(CSBG), must operate within the context of the Establishment
Clause of the First Amendment. This requirement is explicitly stat-
ed in paragraph (a) of this section. Furthermore, paragraph (b)
must be read within that limitation also.

While paragraph (b) of the section states: ‘‘Neither the Federal
Government nor a State or local government shall require a faith-
based organization to remove religious art, icons, scripture, or
other symbols in order to be eligible, to provide assistance under
a program described in subsection (a),’’ this must be read pursuant
to the limitation set forth in paragraph (a). Further, current law
permits ‘‘religiously affiliated’’ organizations, such as Catholic
Charities, to provide services with government funds, so long as
the program is not ‘‘pervasively sectarian’’.

In various cases, the Supreme Court listed several criteria to be
used to determine if an institution is ‘‘pervasively sectarian’’: (1) lo-
cation near a house of worship; (2) an abundance of religious sym-
bols on the premises; (3) religious discrimination in the institu-
tion’s hiring practices; (4) the presence of religious activities; and
(5) the purposeful articulation of a religious mission.

While Section 679 of this bill is meant to clarify and to affirm
that appropriate faith-based organizations may participate in
CSBG activities, as they do now, this section may cause confusion
regarding how faith-based organizations may operate with CSBG
funds. Specifically, paragraph (b) seems to suggest that faith-based
organizations that receive funds under this program may operate
without regard to providing a religiously neutral atmosphere. Their
constitutional requirement to provide services in a non ‘‘pervasively
sectarian’’ environment is not lessened by paragraph (b). It is un-
fortunate that this paragraph may lead some faith-based organiza-
tions, reading the plain language of the bill, to operate in a manner
that violates the constitution and subject them to unwanted law-
suits. Let the record be clear that it will remain appropriate for
faith-based organizations to remove ‘‘religious art, icons, scripture
or other symbols’’ in order to avoid constitutional challenge when
such displays are inconsistent with Establishment Clause jurispru-
dence.

Paragraph (b) is not serious attempt at setting public policy for
faith-based organizations’ participation in CSBG, but mere political
window dressing for those who have continually sought in this Con-
gress to intrude upon the religious liberties and protections af-
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forded by the First Amendment of our Constitution. This politically
expedient form shall have no substance.

BOBBY SCOTT.

Æ
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