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TITLE 1ll—CHILD SUPPORT

* * * *

(4) in section 6103(1)(10) (26
U.S.C. 6103(1)(10))—

(A) by striking “(c) or (d)”
each place it appears and insertsyptitte B—Locate and Case Tracking
ing “(c), (d), or (e)”; and

(B) by adding at the end of

* * * * *

pursuant to section 201(a)(1) of the
concurrent resolution on the budget for
fiscal year 1997.

House of Representatives of the United
States of America in Congress as-
sembled,

SECTION 1. SHORT TITLE.

sonal Responsibility and Work Opportu-
nity Reconciliation Act of 1996".

TITLE —BLOCK GRANTS FOR
TEMPORARY ASSISTANCE FOR

SEC. 110. CONFORMING
AMENDMENTS TO OTHER LAWS.

1986 (26 U.S.C. 1 et seq.) is amended—

subparagraph (B) the following
new sentence: “Any return infor-
mation disclosed with respect to
section 6402(e) shall only be
disclosed to officers and employ-
ees of the State agency request-
ing such information.”;

(5) in section 6103(p)(4) (26
U.S.C. 6103(p)(4)), in the matter
preceding subparagraph (A)—

(A) by striking “(5), (10)” and
inserting “(5)”; and

(B) by striking “(9), or (12)"
and inserting “(9), (10), or (12)";
(6) in section 6334(a)(11)(A) (26

U.S.C. 6334(a)(11)(A)), by striking
“(relating to aid to families with
dependent children)”;

(7) in section 6402 (26 U.S.C.
6402)—

(A) in subsection (a), by strik-
ing “(c) and (d)” and inserting
“(c), (d), and (e)";

(B) by redesignating subsec-
tions (e) through (i) as subsec-
tions (f) through (j), respectively;

() The Internal Revenue Code of and
g _ (C) by inserting after subsec-

(1) in_section 51(d)(9) (26 tion (d) the following:

U.S.C. 51(d)(9)), by striking all  “(e) COLLECTION OF OVERPAYMENTS
that follows “agency as” and insert- Unper TITLE IV-A OF THE SOCIAL SE-
ing “being eligible for financial cyrimy AcT.—The amount of any over-
assistance under part A of title IV payment to be refunded to the person
of the Social Security Act and asmaking the overpayment shall be reduced
having continually received such(after reductions pursuant to subsections
financial assistance during the 90{c) and (d), but before a credit against
day period which immediately pre-future liability for an internal revenue
cedes the date on which such inditax) in accordance with section 405(e) of
vidual is hired by the employer.”; the Social Security Act (concering recov-

(2) in section 3304(a)(16) (26 ery of overpayments to individuals under
U.S.C. 3304(a)(16)), by striking State plans approved under part A of title
“eligibility for aid or services,” and |V of such Act).”; and
all that follows through “children (8) in section 7523(b)(3)(C) (26
approved” and inserting “eligibility U.S.C. 7523(b)(3)(C)), by striking
for assistance, or the amount of  “aid to families with dependent
such assistance, under a State pro- children” and inserting “assistance
gram funded”; under a State program funded un-

(3) in section 6103(1)(7)(D)(i) der part A of title IV of the Social
(26 U.S.C. 6103(I)(7)(D)(i)), by Security Act”.
striking “aid to families with de- (m) Section 3(b) of the Wagner-
pendent children provided under aPeyser Act (29 U.S.C. 49b(b)) is
State plan approved” and insertingamended by striking “State plan ap-
“a State program funded”; proved under part A of title IV’ and

inserting “State program funded under

An Act to provide for reconciliation

Be it enacted by the Senate and

This Act may be cited as the “Per-

* * * * *

NEEDY FAMILIES

* * * * *

* * * * *

SEC. 316. EXPANSION OF THE
FEDERAL PARENT LOCATOR SERVICE.

* * * * *

(g) CONFORMING AMENDMENTS.—

* * * * *

(2) To FEDERAL UNEMPLOYMENT
TAX ACT.—Section 3304(a)(16) of
the Internal Revenue Code of 1986
is amended—

(A) by striking “Secretary of
Health, Education, and Welfare”
each place such term appears and
inserting “Secretary of Health
and Human Services”;

(B) in subparagraph (B), by
striking “such information” and
all that follows and inserting “in-
formation furnished under sub-
paragraph (A) or (B) is used
only for the purposes authorized
under such subparagraph;”;

(C) by striking “and” at the
end of subparagraph (A);

(D) by redesignating subpara-
graph (B) as subparagraph (C);
and

E) by inserting after subpara-
graph (A) the following new
subparagraph:

“(B) wage and unemployment
compensation information contained
in the records of such agency shall
be furnished to the Secretary of
Health and Human Services (in ac-
cordance with regulations promul-
gated by such Secretary) as neces-
sary for the purposes of the
National Directory of New Hires
established under section 453(i) of
the Social Security Act, and”.

* * * * *

(4) DISCLOSURE OF CERTAIN IN-
FORMATION TO AGENTS OF CHILD
SUPPORT ENFORCEMENT AGEN-
CIES—

(A) IN GENERAL.—Paragraph

(6) of section 6103(I) of the

Internal Revenue Code of 1986

(relating to disclosure of return

information to Federal, State, and

local child support enforcement
agencies) is amended by redesig-

This publication of the law is restricted to Part A of title V",

excerpts involving tax matters.

nating subparagraph (B) as sub-
paragraph (C) and by inserting

* * * * *
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after subparagraph (A) the fol-1986 (relating to collection of certainrity number issued to an individual by

lowing new subparagraph: liability) is amended— the Social Security Administration (other
“(B) DISCLOSURE TO CERTAIN (1) by striking “and” at the end than a social security number issued
AGENTS—The following infor- of paragraph (3); pursant to clause (Il) (or that portion of
mation disclosed to any child (2) by striking the period at the clause (Ill) that relates to clause (II)) of
support enforcement agency un-  end of paragraph (4) and insertingsection 205(c)(2)(B)(i) of the Social Se-
der subparagraph (A) with re- “, and”; curity Act).”.
Spect to any individual with re- (3) by addlng at the end the (C) EXTENSION OF PROCEDURES AP-
spect to whom child support  following new paragraph: PLICABLE TO MATHEMATICAL OR CLERI-
obligations are sought to be es- “(5) no additional fee may be -, = Errors—Section 6213(g)(2) of

tablished or enforced may be assessed for adjustments to ag.h Code (
disclosed by such agency to any ~ amount previously certified pursu-aihematical or clerical errors) is
agent of such agency which is  ant to such section 452(b) with;anqed by striking “and” at the end of
under contract with such agency  respect to the same obligor.”, andg,pnaragraph (D), by striking the period

relating to the definition of

to carry out the purposes de- (4) by striking “Secretary of ot the end of subparagraph (E) and

scribed in subparagraph (C): Health, Education, and Welfare”,qarting a comma, and by inserting

“(i) The address and social ~ €ach place it appears and insertingger sypparagraph (E) the following
security account number (or “Secretary of Health and Humanq,, subparagraphs:

numbers) of such individual. Services”.
“(iiy The amount of any re-  (0) EFFECTIVE DATE—The amend-

duction under section 6402(c)ments made by this section shall be-

“(F) an omission of a correct
taxpayer identification number
required under section 32 (relat-
ing to the earned income credit)

support against ov?rp?ﬁ/ments) oo to be included on a return, and
m any Overpayment BIoSe  TITLE IV—RESTRICTING “(G) an entry on a return
?gglangthng '“(ﬂ\’\//:::a;_- : WELFARE AND PUBLIC claiming the credit under section
BENEFITS FOR ALIENS 32 with respect to net earnings

MENTS.— s s s s from self-employment described

(i) Paragraph (3) of section in section 32(c)(2)(A) to the ex-
6103(a) of such Code is Subtitle F—Earned Income Credit tent the tax imposed by section
amended by striking “()(12)" Denied to Unauthorized Employees 1401 (relating to self-employ-
and inserting “paragraph (6) or ment tax) on such net earnings
(12) of subsection (I)". SEC. 451. EARNED INCOME CREDIT has not been paid.”.

(i) Subparagraph (C) of DENIED TO INDIVIDUALS NOT (d) EFFECTIVE DATE.—The amend-
section 6103([)(6) of such AUTHORIZED TO BE EMPLOYED IN THE  ments made by this section shall apply
Code, as redesignated by subUNITED STATES. with respect to returns the due date for
section (a), is amended to read |\ GeneraL—Section 32(c)(1) of the Which (without regard to extensions) is
as follows: Internal Revenue Code of 1986 (relatingnore than 30 days after the date of the

“(C) RESTRICTION ON DISCLO- o individuals eligible to claim the enactment of this Act.
SURE—Information may be dis- earned income credit) is amended by

closed under this paragraph onlyyqding at the end the following new & &k x

for purposes of, and to the extentsypparagraph:

necessary in, establishing and “(F) IDENTIFICATION NUMBER TITLE IX—MISCELLANEOUS
collecting child support obliga- REQUIREMENT—The term ‘eli-

tions from, and locating, indi- gible individual’ does not include s e
viduals owing such obligations.”. any individual who does not in-

(i) The material following clude on the return of tax for the SEc. 909. RULES RELATING TO DENIAL
subparagraph (F) of section taxable year— OF EARNED INCOME CREDIT ON BASIS
6103(p)(4) of such Code is “(i) such individual’s tax- OF DISQUALIFIED INCOME.
amended by striking “subsec- payer identification number,
tion (1)(12)(B)” and inserting and (&) REDUCTION IN DISQUALIFIED IN-
“paragraph (6)(A or (12)(B) of “(ii) if the individual is COME THRESHOLD—
subsection (I)”. married (within the meaning (1) IN GENERAL—Paragraph (1)

of section 7703), the taxpayer of section 32(i) of the Intgrnal
ox e s identification number of such Revenue Code of 1986 (relating to
individual’s spouse.”. denial of credit for individuals hav-
Subtitle G—Enforcement of Support (b) SPECIAL IDENTIFICATION NUM- ing excessive investment income) is
Orders BER—Section 32 of such Code is  amended by striking “$2,350” and
amended by adding at the end the inserting “$2,200".
EC. 361. INTERNAL REVENUE following new subsection: (2) ADJUSTMENT FOR INFLA-
SERVICE COLLECTION OF “(I) | DENTIFICATION NUMBERS.— TION.—Subsection (j) of section 32
\RREARAGES. Solely for purposes of subsections  Of such Code is amended to read as

(@) COLLECTION OF FEes—Section (c)(1)(F) and (c)(3)(D), a taxpayer iden-  follows:
305(a) of the Internal Revenue Code ofification number means a social secu- “(j) | NFLATION ADJUSTMENTS—
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“(1) IN GENERAL—INn the case
of any taxable year beginning after
1996, each of the dolar amounts in
subsections (b)(2) and (i)(1) shall
be increased by an amount equal
to—

“(A) such dollar amount, mul-
tiplied by

“(B) the cost-of-living adjust-
ment determined under section
1(f)(3) for the calendar year in
which the taxable year begins,
determined by substituting ‘cal-
endar year 1995 for ‘calendar
year 1992’ in subparagraph (B)
thereof.

“(2) ROUNDING.—

“(A) IN GENERAL—If any
dollar amount in subsection
(b)(2), after being increased un-
der paragraph (1), is not a mul-
tiple of $10, such dollar amount
shall be rounded to the nearest
multiple of $10.

“(B) DISQUALIFIED INCOME
THRESHOLD AMOUNT.—If the
dollar amount in subsection
()(1), after being increased under
paragraph (1), is not a multiple
of $50, such amount shall be
rounded to the next lowest mul-
tiple of $50.".

(3) CONFORMING AMEND-
MENT.—Paragraph (2) of section
32(b) of such Code is amended to
read as follows:

“(2) AMOUNTS.—The earned in-
come amount and the phase-out
amount shall be determined as fol-
lows:

The
earned The
In the case of an income phaseout
eligible individual amount amount
with: is: is:

1 qualifying child  $6,330 $11,610

2 or more qualify- $8,890 $11,610
ing children

No qualifying chil- $4,220 $ 5,280".
dren

(b) DEFINITION OF DISQUALIFIED
INcOME.—Paragraph (2) of section
32(i) of such Code (defining disquali-
fied income) is amended by striking
“and” at the end of subparagraph (B),
by striking the period at the end of
subparagraph (C) and inserting a
comma, and by adding at the end the
following new subparagraphs:

“(D) the capital gain net in-
come (as defined in section
1222) of the taxpayer for such
taxable year, and

termined without regard to the
amounts described in subpara-
graph (B).

“(B) CERTAIN AMOUNTS DIS-

REGARDED—AN amount is de-
scribed in this subparagraph if it
is—

“(i) the amount of losses
from sales or exchanges of
capital assets in excess of
gains from such sales or ex-
changes to the extent such
amount does not exceed the
amount under section
1211(b)(1),

“(ii) the net loss from es-
tates and trusts,

“(iii) the excess (if any) of
amounts described in subsec-
tion (i)(2)(C)(ii) over the
amounts described in subsec-
tion (i)(2)(C)(i) (relating to
nonbusiness rents and royal-
ties), and

“(iv) 50 percent of the net
loss from the carrying on of
trades or businesses, computed
separately with respect to—

“(I) trades or businesses

(other than farming) con-

ducted as sole proprietor-

ships,
“(II) trades or businesses
of farming conducted as

“(E) the excess (if any) of—
“(i) the aggregate income
from all passive activities for
the taxable year (determined
without regard to any amount
included in earned income un-
der subsection (c)(2) or de-
scribed in a preceding sub-
paragraph), over
“(ii) the aggregate losses
from all passive activities for
the taxable year (as so deter-
mined).
For purposes of subparagraph (E),
the term ‘passive activity’ has the
meaning given such term by sec-
tion 469.".
(c) EFFECTIVE DATES.—

(1) IN GENERAL.—EXxcept as
provided in paragraph (2), the
amendments made by this section
shall apply to taxable years begin-
ning after December 31, 1995.

(2) ADVANCE PAYMENT INDI-
VIDUALS.—In the case of any indi-
vidual who on or before June 26,
1996, has in effect an earned in-
come eligibility certificate for the
individual's taxable year beginning
in 1996, the amendments made by

this section shall apply to taxable soll‘?”l)p rgfhrleerto;fz(lj%ss, i?d
years beginning after December 31, businesses.

1996. For purposes of clause (iv), there

shall not be taken into account
items which are attributable to a
trade or business which consists of
the performance of services by the
taxpayer as an employee.”.

SEC. 910. MODIFICATION OF
ADJUSTED GROSS INCOME
DEFINITION FOR EARNED

INCOME CREDIT.

(a) IN  GENERAL.—Subsections
(@()(B), (A)(C), and ((2)B) of () EFFECTIVE DATES.—

: (1) IN GENERAL—Except as pro-
section 32 of the Internal Revenuevided in paragraph (2), the amendments

sctcr)ig%gof‘a%j?ugsﬁezrzrgsag?n?énnfggggcr?%ade by this section shall apply to
taxable years beginning after December

place it appears and isnerting “modi—31 1995
fied adjusted gross income”. ’ @) ADVANCE PAYMENT INDIVIDU
(b) MoDIFIED ADJUSTED GROSSIN- ALs.—In the case of any individual who

COME DEFINED—Section 32(c) of .
; S on or before June 26, 1996, has in effect
such Code (relating to definitions and n earned income eligibility certificate

special rules) is amended by adding or the individual's taxable year begin-

the ?n5d tlr\1/|e following new paragraph:ning in 1996, the amendments made by
(5) MODIFIED ADJUSTED GROSS g section shall apply to taxable years

INCOME.— beginning after December 31, 1996.
“(A) I N GENERAL—The term
‘modified adjusted gross income’ %% x o«

means adjusted gross income deApproved August 22, 1996.



Conference Report No. 104-725 [347] 11. EXPANSION OF THE who owe child support or against whom
2nd Session FEDERAL PARENT LOCATOR an obligation is sought or to whom such

[Bracketed numerals indicate official report SERVICE an obligation is owed. Information in the
page numbers] FPLS includes Social Security number,

Present law
PERSONAL RESPONSIBILITY AND The law requires that the Federa idrgssén%ag‘rﬁ ?Qdegdgéﬁzfit;’f(iig‘lﬂme“
WORK OPPORTUNITY Parent Locator Service (FPLS) be use nfogrmation abOFl),It >rl1ealth care covera e)g
RECONCILIATION ACT OF 1996 to obtain and transmit information about nd information about assets and dgbté
August 1, 1996 the location of any absent parent Whe”arhe provision also clarifies the statute so-

. that information is to be used for the . o .
Mr. KASICH, from the committee of purpose of enforcing child support. Fed_that parents with orders providing child

conference, submitted the following cONgra| |aw also requires departments opustody or visitation rights are given
ference report to accompany H.R. 3734gencies of the United States to beaclcess rt]o gformﬁtlon fr?cm q thr? ';PLS
) . . . T unless the State has notified the Secre-
ir%m&lgjggtggriﬁ?osrtriér;igl:]rr%d tlr?epg;:vﬂ%_tary thqt th_ere is reason_able evidence of
Information Comparisons and Othe domestic violence or child abuse or that

I, . L
. he information could be harmful to the
Disclosures. Upon request, the Secreta@ustodial parent or child.

must provide to an “authorized person”

; . The Secretary is authorized to set
(Le., an employee or atforney of a ChIIOIreasonable rates for reimbursing Federal

[319] 99. CONFORMING support agency, a court with jurisdiction ;"o agencies for the costs of pro-

AMENDMENTS TO OTHER LAWS  over the parties involved, the custodial . .. : .
parent, the legal guardian, or the child’s iding information to the FPLS and to

* * * * *

TITLE 1—BLOCK GRANTS FOR
TEMPORARY ASSISTANCE FOR
NEEDY FAMILIES

* * * * *

Present Law attorney) the most recent address an td rei:nbursen_went t{]atf s that ?tate tgnd
No provision. place of employment of any nonresiden rﬁme;ﬁe Egigcﬁist paay tli)Stehemng:Te?el(r);
House bill parent if the information is contained in Federal Case Registry of Child Support

rders. Establishes within the FPLS an
utomated registry known as the Federal

This section makes a series of amen

ments that conform provisions of thef ther d t t
proposal to the Unemployment Compenirom any other department or agency o

. ase Registry of Child Support Orders.
sation Amendments of 1976, the Omni_the United States or of any State. Ther

; ._The Federal Case Registry contains ab-
bus Budget Reconciliation Act of 1987,':.P|‘S also can be used in CONNECUIOL - s of child supportg ordyers and other
the Housing and Urban-Rural RecoveryVith the enforcement or determination v, iion” specified by the Secretary
Act of 1983, the Tax Equity and Fiscalo.f child .custody, visitation, and .parental(Such as names, Social Security numbers
Responsibility Act of 1982, the SocialKidnapping. Federal law requires they " 0"\ o identification numbers
Security Amendments of 1967, thedecretary of Labor and the Secretary 0(ii)nd State case identification numbers) to
Stewart B. McKinney Homeless Assis-Health and Human Services to enter mt%entify individuals who owe or are owed
tance Amendments Act of 1988, the?N agdreement to give the FPLS promp upport, or for or against whom support
Higher Education Act of 1965, the Car|@CCeSS to wage and unemployment co IS sought to be established, and the State
D. Perkins Vocational and Applied Tech-Pensation claims information useful in & S0 S o siates must begin
nology Education Act, the EIementaryg)rf]%tlg])?era noncustodial  parent ‘or hISreporting this information in accord with
and Secondary Education Act of 1965, y . i regulations issued by the Secretary b
Public Law 99-88, the Internal Revenue Fees_. Auth(_)rlzed persons” who re- Ogtober 1, 1998. g Y
Code of 1986, the Wagner-Peyser Actguest information from FPLS must be National Directory of New Hires.
the Job Training Partnership Act, the harged a fee. . This provision establishes within the
Low-Income Home Energy Assistance Restriction on Disclosure ar)d Use'FPLS a National Directory of New
Act of 1981, the Family Support Act of Federal law stipulates that no .mforma'Hires containing information supplied
1988, the Balanced Budget and Emertion shall be disclosed if _the dlscl_osureby State Directories of New Hires
gency Deficit Control Act of 1985, the Would contravene the national policy oryg o™ 1y “implemented, the Federal
Immigration and Nationality Act, the security interests of the United States o irectory of New Hires will contain

Head Start Act, and the School-to-Work® confidentiality of Census data. identifying information on virtually ev-

Opportunities Act of 1994. Quarterly Wage Reporting. The SecreEary person who is hired in the United

tary of Labor must provide promptétates. In addition, the FPLS will con-

Jhe records of the Department of Healt
and Human Services or can be obtaine

Seg;;[ﬁ eanendment Z(r:\geiiebn% tlr(‘) N rﬁ:ﬁtreéﬁg Oefng:tf)r;toc}l;?n% ain quarterly data supplied by the State
' ploy P irectory of New Hires on wages and

Conference agreement ma]:gg?aggna?trr]r?er?{ig rgg?eta(lanrﬁdl Obymtgr(fgnemployment Compensation paid. The
The conference agreement follows thééecurit apencies ploy ecretary of the Treasury must have
House bill and the Senate amendment. Y ag ' access to information in the Federal
ok x %k House bill Directory of New Hires for the purpose

The purposes of the Federal Paremf administering section 32 of the Inter-
TITLE I—CHILD SUPPORT Locator Service are expanded. For th@al Revenue Code and the Earned In-
ENFORCEMENT purposes of establishing parentage, esome Credit. The information for the

ok ox %k tablishing support orders or modifyingNational Directory of New Hires must

TThis publication of the Conference Report isthem, or enforcing support orders, thebe entered within 2 days of receipt, and
restricted to excerpts involving tax matters. Public-ederal Parent Locator Service will pro-requires the Secretary to maintain within
Law 104-193, page 4, this Bulletin. vide information to locate individuals the National Directory of New Hires a
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list of multistate employers that chooseporting must not be filed for a FederalHouse bill

to send their report to one State and ther State employee performing intelli- .

name of the State so elected. The Secrgence or counter-intelligence functions The Internal Revenue Code is

tary must establish a National Directoryif it is determined that filing such a amended so that no additional fee_s can

of New Hires by October 1, 1997. report could endanger the employee of€ assessed for adjustment to previously
Information Comparisons and Othercompromise an ongoing investigation certified amounts for the same obligor.

Disclosures. The Secretary must verify Conforming Amendments. This sectionSenate amendment

the accuracy of the name, Social Secunakes several conforming amendments

rity number, birth date, and employerto Titles Ill and IV of the Social Security Same.

identification number of individuals in Act, to the Federal Unemployment Tax

the Federal Parent Locator Service wittAct, and to the Internal Revenue CodeConference agreement

the Social Security Administration. TheAmong the more important are that:

Secretary is required to match data irBtate employment security agencies arg

the National Directory of New Hires required to report quarterly wage infor-

against the child support order abstractmation to the Secretary of HHS or suffer LA A

in the Federal Case Registry at leadfinancial penalties and that private agen-

every 2 working days and to reportcies working under contract to StateTlTLAEI\IB/;UR;LSIERQEEQSTVSVE‘OFRARE

information obtained from matches tochild support agencies can have access to

The conference agreement follows the
ouse bill and the Senate amendment.

the State child support agency resporeertain specified information from IRS ALIENS

sible for the case within 2 days. Therecords under some circumstances. [392] Subtitle F—Earned Income
information is to be used for purposes Requirement for Cooperation. The Credit Denied to Unauthorized
of locating individuals to establish pater-Secretaries of HHS and Labor must Employees

nity, and to establish, modify, or enforcework together to develop cost-effective

child support orders. The Secretary maynd efficient methods of accessing infor- 17- EARNED INCOME CREDIT DENIED
also compare information across alimation in the various directories required TO INDIVIDUALS NOT AUTHORIZED TO
components of the FPLS to the extenby this title; they must also consider the BE EMPLOYED IN THE UNITED STATES

and with thg frequgncy that the Secreneed to ensure the proper a_nd authorized [NOTE.—For further description of
tary determines will be effective. Theuse of wage record information. this and additional earned income credit

ﬁleecrgg‘[)é w:{hszg\r/eer:;f%g?::t?gl Lrgg: Senate amendment provisions, see Title IX: Miscellaneous,
Same, except under “Informationpage 9]

including State agencies administerin : . "
the Temporary Assistance for Needfltompansons and Other Disclosures” the

Families program, the Commissioner OfSenate amendment drops  the requiré?resent law

Social Security (to determine the accument that the Social Security Adminis-  cergain eligible low-income workers

tration must determine the accuracy 0ére entitled to claim a refundable credit

racy of Social Security and Supplemen- t der the Social S "
tal Security Income), and researcher %){n;?ggsra%]s er the social secunty angs yp to $3,556 in 1996 on their income

under some circumstances. tax return. The amount of the credit an

Fees. The Secretary must reimburs€onference agreement eligible individual may claim depends
the Commissioner of Social Security for The conference agreement follows thélpon whether the individual has one,
costs incurred in performing verification House bill and the Senate amendmerfhore than one, or no qualifying children
of Social Security information and with the modification that the agreemen@nd is determined by multiplying the
States for submitting information onfollows the Senate provision droppingcredit rate by the taxpayer’s earned
New Hires. States or Federal agenciethe requirement that the Social Securityncome up to an earned income amount.
that use information from FPLS mustAdministration determine the accuracyThe maximum amount of the credit is
pay fees established by the Secretargf Social Security and SSI payments.the product of the credit rate and the

Restriction on Disclosure and Use. e s x earned income amount. For taxpayers
Information from the FPLS cannot be . with earned income (or adjusted gross
used for purposes other than those prd366]  Subtitle G—Enforcement income (AGI), if greater) in excess of
vided in this section, subject to section of Support Orders the beginning of the phaseout range, the
6103 of the Internal Revenue Code maximum credit amount is reduced by

(confidentiality and disclosure of returns 31 NTERNAL REVENUE SERVICE the phaseout rate multiplied by the
and return information). COLLECTION OF ARREARAGES amount of earned income (or AGI, if
Information Integrity and Security. pocaont jaw greater) in excess of the beginning of
The Secretary must establish and use the phaseout range. For taxpayers with
safeguards to ensure the accuracy andIf the amount of overdue child sup-earned income (or AGI, if greater) in
completeness of information from theport is at least $750, the Internal Rev-excess of the end of the phaseout range,
FPLS and restrict access to confidentiatnue Service (IRS) can enforce the childho credit is allowed.
information in the FPLS to authorizedsupport obligation through its regular In order to claim the credit, an indi-
persons and purposes. collection process, which may includevidual must either have a qualifying
Federal Government Reporting. Eaclseizure of property, freezing accounts, ochild or meet other requirements. A
department of the U.S. must submit theise of other procedures if child supporgualifying child must meet a relation-
name, Social Security number, andagencies request assistance according $bip test, an age test, an identification
wages paid the employee on a quarterlprescribed rules (e.g., certifying that theest, and a residence test. In order to
basis to the FPLS. Quarterly wage redelinquency is at least $750, etc.) claim the credit without a qualifying
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child, an individual must not be ataxpayer may file a claim for refund if TITLE IX—MISCELLANEOUS

dependent and must be over age 24 artte or she believes the assessment W?z?94] 10. EARNED INCOME CREDIT

under age 65. made in error.
: . I - PROVISIONS
To satisfy the identification test, indi- _
viduals must include on their tax returntouse bill A. Deny earned income credit to indi-

- - viduals not authorized to be employed in
Individuals are not eligible for the (4o United States pioy

credit if they do not include their tax-

79, TV payer identification number (and, if mar- [NOTE—For additional discussion of
a taxpayer identification number (TIN) & 4" o spouse’s taxpayer identificatis provision, refer to Title IV: Restrict-

for all qualifying children born on or ; ing Welfare and Public Benefits for
tion number) on their tax return. Solely' s
before November 30, 1996. For return%r these pgrposes and for purposes y(ﬁhens, page 8.]

filed with respect to tax year 1997 and he present-law identification test for apresent law

all subsequent years, individuals mus&1 i . . e
. e X ualifying child, a taxpayer identifica-
provide TINs for all qualifying children, tion number is defined as a social

regardless of their age. _An 'm,j'v'du"."lssecurity number issued to an individua
TIN is generally that individual's social
security number.

The Internal Revenue Service Maion 205(c)(2)(B)(i)(Il) (or that portion A
summarily assess additional tax due as g sec. 205(c)(2)(B)(i)(Ill) relating to it) l;]poig t\é\/gr?tgﬁg tgrencl)ngalz:\(ljilfjjlr\gh?ﬁilocl)rg%
re_sult of a m_athematlcal or clencal_errorof the Social Security Act (regarding thegnd is determ'ined by multiplying the
without sending the taxpayer a notice Ofsgance of a number to an individuakredit rate by the individuals earned
deficiency and giving the taxpayer angppiying for or receiving Federally income up to an earned income amount.
opportunity to petition the Tax Court. fynded benefits). The maximum amount of the credit is

Where the IRS uses the summary as- ¢ o individual fails to provide a the product of the credit rate and the
sessment procedure for mathematical Qo rect taxpayer identification number,earned income amount. For individuals
clerical errors, the taxpayer must D& ch omission will be treated as a mathwith earned income (or adjusted gross
given an explanation of the assertedatical or clerical error. If an individual income (AGI), if greater) in excess of
error and a period of 60 days to requeSjng claims the credit with respect to nethe beginning of the phaseout range, the
that the IRS abate its assessment. Theyings from self-employment fails tomaximum credit amount is reduced by
IRS may not proceed to collect thepay the proper amount of self-the phaseout rate multiplied by the
amount of the assessment until the ta>§mployment tax on such net earningsamount of earned income (or AGI, if
payer has agreed to it or has allowed thgo" tailure will be treated as a math-greater) in excess of the beginning of
60-day period for objecting to expire. If gratical or clerical error for purposes ofthe phaseout range. For individuals with
the taxpayer files a request for abatege amount of credit allowed. earned income (or AGI, if greater) in
ment of the assessment specified in the excess of the end of the phaseout range,
notice, the IRS must abate the assesggnate amendment no credit is allowed.

ment. Any reassessment of the abate The parameters for the credit depend
amount is subject to the ordinary defi- Similar to House bill. upon the number of qualifying children
ciency procedures. The request for the individual claims. For 1996, the
abate(rjnent of the assessment is the onlyonference agreement parameters are given in the following
rocedure a taxpayer may use prior to :
Baying the assegsgd amo)ll,lnt in grder to The conference agreement follows thw

e ouse b|” and the Senate amendmen%ln the case of a married individual who files a
contest an assessment arising out of | joint return with his or her spouse, the income for

the name and age of each qualifying
child. For returns filed with respect to
tax year 1996, individuals must provide

In general. Certain eligible low-
ncome workers are entitled to claim a
efundable credit on their income tax

mathematical or clerical error. Once the purposes of these tests is the combined income of
assessment is satisfied, however, the L A the couple.
Two or No qualify-
more chil- One quali- ing chil-
dren fying child dren
Credit rate (percent). ..........oo i 40.00 34.00 7.65
Earned income amount ...t $8,890 $6,330 $4,220
Maximum credit. . ......... o $3,556 $2,152 $323
Phaseout begins . .......... ... i $11,610 $11,610 $5,280
Phaseout rate (percent). . ... 21.06 15.98 7.65
Phaseout ends. .......... ... i $28,495 $25,078 $9,500

For years after 1996, the credit ratebecause the end of the phaseout rangeln order to claim the credit, an indi-
and the phaseout rates will be the saméepends on those amounts as well as thédual must either have a qualifying
as in the preceding table. The earneghaseout rate and the credit rate, the erghild or meet other requirements. A
income amount and the beginning of thef the phaseout range will also increasgualifying child must meet a relation-
phaseout range are indexed for inflationif there is inflation. ship test, an age test, an identification
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test, and a residence test. In order tblouse bill (1) interest (taxable and tax-

claim the credit without a qualifying exempt),

child, an individual must be over age 24 oo : . ] (2) dividends, and

and under age 65 payer identiication number (and. if mav.  (3) Nt rent and royaly income (f
To satisfy the identification test, indi- ried, their spouse’s taxpayer identifica- 9"€&t€" than Zero).

viduals must include on their tax returntion number) on their tax return. Solelyyo,se bill

the name and age of each qualifyingor these purposes and for purposes of o

child. For returns filed with respect tothe present-law identification test for a NoO provision.

tax year 1996, individuals must providequalifying child, a taxpayer identifica-

a taxpayer identification number (TIN)tion number is defined as a socialSenate amendment

for all qualifying children born on or security number issued to an individual For purposes of the disqualified in-

before November 30, 1996. For returndy the Social Security Administration come test for the earned income credit,

filed with respect to tax year 1997 andother than a number issued under seghe following items are added to the

all subsequent years, individuals mustion 205(c)(2)(B)(i)(I1) (or that portion gefinition of disqualified income: capital

provide TINs for all qualifying children, ©f S€c. 205(c)(2)(B)())(lll) relating to it) gain net income and net passive income

regardless of their age. An individualsCf the Social Security Act (regarding the(if greater than zero) that is not self-

TIN is generally that individual's social 'SSUaNce of a number to an individuaemployment income.

security number. applying for or receiving Federally The threshold above which an indi-
An individual with qualifying children funded benefits). vidual is not eligible for the credit is

may elect to receive a portion of the !f an individual fails to provide a reduced from $2,350 to $2,200, and the
an advance payment certificate to his opUCh omission will be treated as L -
her employe?. yFor such an individual Mathematical or clerical error. If an Effective date. The provision gener-

individual who claims the credit with ally is effective for taxable years begin-
the employer makes an advance pa))-espect to net earnings from self-Ning after December 31, 1995. For indi-

me_(r;t ofhthe credit atfthedtlme wages aré mployment fails to pay the properViduals who, as of \]une.26, 1996, had
paid. The amount of advance paymen mount of self-employment tax on sucHmade an election to receive the current-
allowable in ? Laxable_year is limited t.cl)net earnings, the failure will be treatedvea@r credit on an advance basis, the
60 percent of the maximum credit avail-og 5 mathematical or clerical error forProvision is effective for taxable years
aﬁ_lle(:jto an individual with one qualifying purposes of the amount of credit albeginning after December 31, 1996.
child.

Individuals are not eligible for the

lowed. Conf i

Mathematical or clerical erors. The . . 0o o onterence agreemen
Internal Revenue Service may sums ot yearg beginning after_ 1€ conference agreement follows the
marily assess additional tax due as %ecember 31 1995 Senate amendment.
result of a mathematical or clerical error ' ' _ o _
without sending the taxpayer a notice okenate amendment C. Modify definition of adjusted gross
deficiency and giving the taxpayer an o income used for phasing out the earned
opportunity to petition the Tax Court. The provision in the Senate amend- income credit
Where the IRS uses the summary agnent is identical to that in the House
sessment procedure for mathematical d#ll- Present law
clerical errors, the taxpayer must be = ith i

. ’ . onference agreement or taxpayers with earned income (or
given an explanation of the asserte& 9 AGI, if greater) in excess of the begin-

error and a period of 60 days to request The conference agreement follows theying of the phaseout range, the maxi-
that the IRS abate its assessment. Thedouse bill and the Senate amendmerfyum earned income credit amount is
IRS may not proceed to collect thewith a modification to the effective date.requced by the phaseout rate multiplied
amount of the assessment until the taxthe conference agreement is effectivgy the amount of earned income (or
payer has agreed to it or has allowed thaith respect to returns the due date fopg), if greater) in excess of the begin-
60-day period for objecting to expire. If which (without regard to extensions) isping of the phaseout range. For taxpay-
the taxpayer files a request for abatemore than 30 days after the date ofrs with earned income (or AGI, if

ment of the assessment specified in thenactment of this Act. greater) in excess of the end of the
notice, the IRS must abate the assess- . — phaseout range, no credit is allowed.
ment. Any reassessment of the abate@- Change disqualified income test fo

amount is subject to the ordinary defi- earned income credit House bill

ciency procedures. The request fo -
abatement of the assessment is the only€S€Nt law No provision.
procedure a taxpayer may use prior to For taxable years beginning after De—S
paying the assessed amount in order tcember 31, 1995, an individual is not

contest an assessment arising out of @igible for the earned income credit if The provision modifies the definition

mathematical or clerical error. Once thahe aggregate amount of “disqualifiedof AGI used for phasing out the earned
assessment is satisfied, however, thecome” of the taxpayer for the taxableincome credit by including certain non-
taxpayer may file a claim for refund if year exceeds $2,350. This threshold itaxable income and by disregarding cer-
he or she believes the assessment wast indexed. Disqualified income is thetain losses. The nontaxable items in-
made in error. sum of: cluded are:
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(1) tax-exempt interest, and Conference agreement individual must either have a qualifying

(2) nontaxable distributions from e conference aareement modifie hild or meet other requirements. In
pensions, annuities, and individual reyno definition of AGI %sed for phasing%rder to claim a credit without a quali-

tirement arrangements (but only if Notyt the earned income credit by disrelYing child, an individual must not be a

rolled over into similar vehicles dur- oo rding certain losses. The losses disr&%—ependent and must be over age 24 and

ing the applicable rollover period). garded are: nder age 65. '
The losses disregarded are: (1) net capital losses (if greater The earned income amount and the

; - beginning of the phaseout range are
(1) net capital losses (if greater than zero), indexed for inflation; because the end of

tha(lg)Zr(?(ra('z)’losses from trusts and es tat(ezg net Josses from fusis and SSine phaseout range deperds on these
tates, (3) net losses from nonbusinessg:]ndoumz ac?e(\j/\ilte ”raatlz t?ﬁe pgﬁzeool;t tﬁ;e
(3) net losses from nonbusiness reNts and royalties, and haseout range will also increase if
rents and royalties, and 4) 50.percent of the net losse here is inflation.
from businesses, computed separate

(4) net losses from businesses,
computed separately with respect to
sole proprietorships (other than in
farming), sole proprietorships in farm- businesses.

ing, and other busm.esses. For purposes of item (4), above,

For purposes of item (4), above,amounts attributable to a business that In the case of individuals with no
amounts attributable to a business thaignsists of the performance of servicegualifying children there will be no
consists of the performance of servicepy the taxpayer as an employee are natdjustment for inflation after 1996 to the

with respect to sole proprietorshipsygyse bill
(other than in farming), sole o
proprietorships in farming, and other No provision.

Senate amendment

by the taxpayer as an employee are nQfken into account. earned income amount or the beginning
taken into account. Effective date. Same as the Senatef the phaseout range.

Effective date. The provision gener-amendment provision. Effective date. The provision is effec-
ally is effective for taxable years begin- tive for taxable years beginning after

ning after December 31, 1995. For indi-D. Suspend inflation adjustments forpecember 31, 1996.
viduals who, as of June 26, 1996, had €arned income credit for individuals

made an election to receive the current- With no qualifying children Conference agreement
year credit on an advance basis, thg, .\ The conference agreement follows the
provision is effective for taxable years House bill (no provision).

beginning after December 31, 1996. To claim the earned income credit, an
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