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TO THE HOUSE OF REPRESENTATIVES:

I am returning without my approval, H.R. 9803, a
bill which would perpetuate rigid Federal child day care
standards for all the States and localities in the Nation,
with the cost to be paid by the Federal taxpayer.

I cannot approve legislation which runs directly
counter to a basic principle of government in which I
strongly believe —-- the vesting of responsibility in State
and local government and the removing of burdensome
Federal restrictions.

I am firmly committed to providing Federal aésistance
to States for social services programs, including child
day care. But I am opposed to unwarranted Federal inter-

ference in States' administration of these programs.

The States should have the responsibility ~~‘and the
right -- to establish and enforce their own quality day | €f€533>\
care standards. My recently proposed Federal Assistance ggy ’%i
for Community Services Act would adopt this principle, Xé} (/f;

and with it greater State flexibility in other aspects of
_éhe use of social services funds available under Title XX’
of the Social Security Act.

H.R. 9803 is the antithesis of my proposal. It would
make permanent highly controversial and costly day care
staff-to-children ratios. And it would deny the States
the flexibility to establish and enforce their own staff-
ing standards for federally assisted day care.

| This bill would not make day care‘services more widely
available. It would only make them more costly to the
American taxpayer. It would demand the expen&iture of $125
million over the next six months, and could lead to $250
million more each year thereafter.

H.R. 9803 would alsoc specify that a portion of Federal
social services funds be available under Title XX of the

Social Security Act for a narrow, categorical purpose. In
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the deliberations leading to enactment of Title XX, a
little over a year ago, the States and the voluntary
service organizations fought hard to win the right to
determine both the form and the content of services to
be provided accordiﬁg to their own priorities. This
bill would undermine the Title XX commitment to State
;nitiative by dictating not only how day care services
are to be provided, but also how they are to be financed
under Title XX.

It would introduce two additional Federal matching
rates for some day care costs that are higher than the
rates for other Title XX~-supported services, thereby
further complicating the States' administration of social
services programs. My proposal would, on the other hand,
eliminate State matching requirements altogether.

Moreover, H.R. 9803 would create an unfair situation
in which some child day care centers would operate under a
different set of standards than other centers within the
same State. Those'day care‘centers‘in which fewer than 20
percent of those served are eligible under Title XX could
be éxempt from Federal day care standards. This provision
would have the probable effect in some instances of reducing

the availability of day care services by encouraging day

care centers to reduce the proportion of children in their /°

care who are eligible under Title XX in order to meet the
"quota" set by H.R; 9803. In those centers not choosing to
take advantage of this loophole, the effect could well be
to increase day care costs to families who use these centers
on a fee—paying bésis. In effect, they would be‘helping to
subsidize the high costs imposed on day care providers
serving Title XX-eligible children.

There is considerable debate as to the appropriateness
or efficacy of the Federal day care standards imposed by
H.R. 9803. 1In fact, the bill recognizes many of these

questions by postponing their enforcement for the third time,
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in'this case to July 1 of this year. Fewer than one in
four of the States have chosen to follow these standards
closely in the administration of their day care programs.
The Congress itself has required by law that the
Department of Health, Education, and Welfare conduct an
18-month study ending in 1977, to evaluate their
appropriateness.

Rather than pursue the unwise course charted in this
bill, I urge that the Congress extend, until October 1,
1976, the moratorium on imposition of Federal day care
staffing standards that it voted last October. This would
give the Congress ample time to enact my proposed Federal
Assistance for Community Services Act, under which States
would establish and enforce their own day care staffing
standards and fashion their social servicés programs in

ways they believe will best meet the needs of their

citizens.

TN

) ‘% o i -&’(;;\\
THE WHITE HOUSE, \'”“:m,,wf’“ '

April 6, 1976,



TO THE HOUSE OF REPRESENTATIVES

I am returning without my approval, H.R. 9803, a bill
which would perpetuate rigid Federal child day care standards
for all the States and localities in the Nation, with the
cost to be paid by the Federal taxpayer.

I cannot approve legislation that runs directly counter
tq a basic principle of government I strongly believe in
and the American people support--restoring responsibility to
State and local government and removing burdensome Federal
restrictions.

I am firmly committed to providing Federal assistance
to States for social services programs, including child
day care. But I am opposed to unwarranted Federal inter-
ference in States' administration of these programs, and
I am also opposed to trying to solve a problem by throwing
more Federal dollars at it.

The States should have the responsibility--and the
right--to establish and enforce their own day care standards.

My recently proposed Federal Assistance for Community Services

Act would assure this principle, along with greater State R

flexibility in all other aspects of the use of the $2.5 o %3
Tz P X
;{;' Zx f

billion in Federal social services funds available annually, ;ﬁ

-, «

under Title XX of the Social Security Act.

H.R. 9803 is the direct antithesis of my proposal. It
would lock into Federal law highly controversial and costly
day care staff-to-children ratios, thereby denying States
the flexibility to establish and enforce their own staffing
standards for federally assisted déy care, just as they now
do with respect to teacher-pupil ratios in federally supported
elementary and secondary schools.

This bill would not make day care services more widely

available--only more costly to the American taxpaver. It
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would demand the expenditure of $125 million over the next
six months--and lead to $250 million more each year therdfter.

H.R. 9803 would also earmark a specific portion of
Federal social services funds available under Title XX of
the Social Security Act for a narrow, categorical purpose.
The States and the voluntary service sector fought long and
hard in the deliberations leading to enactment of Title XX
a little over a year ago to win the right to fashion both
the form and the content of services they themselves choose
to provide to meet their own priorities. This bill would
undermine the Title XX commitment to State initiative by
dictating not only how day care services are to be provided,
but also how certain of these services are to be financed
under Title XX.

It would introduce two additional Federal matching
rates for certain day care costs that are higher than the
rates for other Title XX-supported services, thereby further
complicating the States' administration of social services
programs. My proposal would, on the other hand, eliminate
State matching requirements altogether.

Moreover, H.R. 9803 would create an unfair situatioﬁif
in which some child day care centers would operate under ;i:
different set of standards than othef centers within the
same State. Those day care centers in which fewer than 20
percent of those served are eligible under Title XX could be
exempt from Federal day care standards. This provision would
have the inevitable effect of reducing the availability of
day care services in some instances by encouraging day care
centers to reduce the proportion of children eligible under
Title XX in their care to meet the "guota" set by H.R. 9803
as the threshold for imposition of the onerous Federal staffing

standards. In those centers not choosing to take advantage
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of this loophole, the effect could well be to increase day
care costs to families who use these centers on a fee-paying
basis. They would be, in effect, helping subsidize the
high costs imposed on day care providers serving Title XX~
eligible children.

There is by no means unanimity as to the appropriateness
or efficacy of the Federal day care standards H.R. 9803
would perpetuate. In fact, the bill recognizes the many
guestions that have been raised about the standards by
postponing their enforcement for the third time, in this
case to July 1 of this yvear. Fewer than one in four of the
States have chosen to follow the standards closely in the
administration of their day care programs. And the Congress
itself apparently has doubts about these standards because
it has required by law that the Department of Health, Education,
and Welfare conduct an l18-month study ending in 1977, to evaluate
their appropriateness.

Rather than pursue the unwise course charted in this
bill, I urge that the Congress extend, until October 1, 1976,
the moratorium on imposition of Federal day care staffing
standards that it voted last October. This would give the
Congress ample time to enact my proposed Federal Assistance
for Community Services Act, under which States would establish
and enforce their own day care staffing standards and fashion
their social services programs in ways they believe will best

meet the needs of their citizens.

THE WHITE HOUSE

April , 1976



I regret that the House of Representatives has
failed to sustain my veto of H.R. 9803, the Child Day Care
Services Under Title XX of the Social Security Act.

This legislation runs counter to a basic principle of
government important to all Americans =-- the vesting of
'responsibility in State and local government and the re-
moval of burdensome Federal regulations.

I am firmly committed to providing Federal assistance
to States for social services programs, including child day
care., But I am opposed to unwarranted Federal interference
in States' administration of these programs.

H.R. 9803 would make permanent highly controversial
and costly day care staff-to-children ratios. And it would
deny the States the necessary flexibility to establish and
enforce their own staffing standards for federally assisted
day care.

This bill would not make day care services more widely
available. It would only make them more costly to the
American taxpayer. The expenditure of at least $125 million
over the next six months, and possibly as much as $250 million
more each year thereafter, would be required under this bill.

H.R. 9803 would also require that a portion of Federal
social services funds be available under Title XX of the
Social Security Act for a narrow, categorical purpose. In
the deliberations leading to enactment of Title XX, a little
over a year ago, the States and voluntary service organizations
fought hard to win the right to determine both the form and
the content of such services according to their own priorities.
This bill would undermine the Title XX commitment to allow
the various States their own initiative by dictating not only
how day care services are to be provided, but also how they

are to be financed under Title XX.
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The Federal day care standards imposed by H.R. 9803
have been subject to considerable debate. In fact, the
bill recognizes the questionable appropriateness of these
standards by postponing their enforcement for the third
time, in this case to July 1 of this year. Fewer than
"one in four of the States have chosen to follow these
standards closely in the administration of their day care
programs. The Congress itself has required by law that
the Department of Health, Education, and Welfare conduct
an 18-month study ending in 1977, to evaluate their
appropriateness.

For these reasons, I urge the Senate to join me in
opposing the enactment of this measure. And I urge that
the Congress extend, until October 1, 1976, the moratorium
on imposition of Federal day care staffing standards that
it voted last October 2. This would give the Congress
ample time to enact my proposed Federal Assistance for
Community Services Act, under which States would establish
and enforce their own day care staffing standards and
fashion their social services programs in ways they

believe will best meet the needs of their citizens.

THE WHITE HOUSE,









941H CONGRESS HOUSE OF REPRESENTATIVES { RerporT
© 1st Session No. 94-511

TEMPORARY POSTPONEMENT OF CERTAIN STAFFING
REQUIREMENTS FOR CHILD DAY CARE CENTERS
UNDER SOCIAL SERVICES PROGRAM

SEPTEMBER 24, 1975.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. ULLmaN, from the Committee on Ways and Means,
' submitted the following

REPORT

[To accompany H.R. 9803]

The Committee on Ways and Means to whom was referred the bill
(H.R. 9803) to postpone for six months the effective date of the re-
quirement that a child day care center meet specified staffing stand-
ards (for children between 6 weeks and 6 years old) in order to qualify
for Federal payments for the services involved under title XX of the
Social Security Act, so long as the standards actually being applied
comply with State law and are no lower than those in effect in Sep-
tember 1975, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.

Purrose

" The purpose of H.R. 9803 is to provide a six-month delay in the
enforcement of certain provisions of Public Law 93-647 and regula-
tions issued pursuant to it regarding standards for child day care
centers and group day care homes. The Committee is convinced that
the issues involved are ones on which there are many divergent views
and it will require this long to develop sound and appropriate legisla-
tive action.

Public Law 93-647 establishes a new Title XX of the Social Security
Act relating to social services. A major social service is the provision
of child care in day care centers and one of the important considera-
tions in a satisfactory day care center is that the number of adults
available to provide care to children is sufficient to provide good care.
It has come to the attention of your Committee that child day care
centers in some States fall far short of the staff to child ratios

quired in Title XX of the Social Security Act. It has been claimed that ¥ 2

enforcement of these standards immediately on October 1 could result

57-008
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in denial of federal funding for child care services under Title- XX
for a number of day care centers and group day care homes. The Com-
Imittee believes that additional time is needed to deal with this issue.

The staffing standards for care of children in day care centers and
group day eare homes from the ages of 36 months up to six years of
age scheduled to go into effect on October 1 are the same standards
that States had been required to enforce since July 1,1968. The staffing
standards are the same as those required under the Federal Inter-
agency Day Care Requirements of 1968. A one-year grace period
was provided from July 1, 1968, provided that there was evidence
of progress and good intent to comply. The Federal Interagency Day
Care Requirements of 1968, did not specify Federal standards_for
care of children under the age of 3 in day care centers, but required
States to have adequate standards. Federal law has required that
States enforce such standards for day care programs funded under
the public assistance titles of the Social Security Act. A finding by
the Department of Health, Education and Welfare of failure to sub-
stantiaﬁy comply with this requirement by a State is to result, prior
to October 1, 1975, in denial of federal matching for cash assistance
and services or, at the discretion of the Secretary of Health, Kduca-
tion and Welfare, just day care services funded under Part A of
Title IV of the Social Security Act.

Gexrran DiscussioN

Public Law 93-647 provides that the Federal Interagency Day Care
Standards shall apply to children between the ages of three and six.
{(These standards were established in 1968). It also provides that the
Secretary of Health, Education and Welfare can by regulation set
standards for children under age three. The Secretary of Health,
Education and Welfare has established a ratio of one adult for each
child up to six weeks of age and one adult for each 4 children between
six weeks and three years of age. o

It also set certain stafing ratios for day care for children 6 and
over, The Subeommittee on Public Assistance held a brief hearin
with the Department of Health, Education and Welfare and invite
representatives of other agencies interested in child care invited to
be present. The Subcommittee was convinced that the issue could
not be given the consideration that was needed in the time available
before Qctober 1 when Public Law 93-647 goes into effect. The Sub-
‘committee accordingly recommended H.R. 9803 which would post-
pone the imposition of a penalty for six months (until April 1, 1976)
regarding day care center and group day care homes standards as
to staffing ratios for children between the ages of six weeks and six
years. Certain safeguards would also be provided. A day care center
or day care home group could not have a less strict ratio of adnlts
to children than it actually had on September 15, 1975. It would also
have to meet all requirements of State law that were in effect on
September 15, 1975 and if, during the six-month period the State
made modification to impose higher standards these would have to be
met. The penalty for failure to fulfill the requirements would be
(as it is under Public Law 93-647) ineligibility for federal participa-
tion in the day care services expenditures involved.

HR. 511
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This legislation would not affect provisions of law other than staff-
ing standards such as standards relating to the health and safety of
children in day care centers and grou%j day care homes. Failure to meet
these other requirements would result in the imposition of a penalty
immediately. . .

This legislation would not repeal or in any way change the child
day care standards imposed or authorized in Public Law 93-647. It
would merely suspend certain provisions of those standards and of
Public Law 93-647 for a period of six months if certain safeguards
are met.

Your Clommittee does not wish to give any impression that it has
made a decision to permanently lower or modify the proposed stand-
ards. Rather, it believes a period of time is necessary in order to give
thorough and orderly consideration to the problems involved and to
attempt to arrive at the best solutions that can be found. It will also
consider the situation which has prevailed to date of failure by HEW
and the States to obey Federal law regarding enforcement of day
care standards.

Under Public Law 93-647, the Sccretary of Health, Education and
Welfare is responsible for making a study of day care standards and
regulations for making a full report to the Congress during the first
six months of 1977 based on the data he obtains. Much more definitive
judgments may then be available for the formulation of permanent
standards. In the next six months your Committee will also be examin-
ing this issue closely to determine appropriate future action.

Oraer Matrees Requinen To Be Discussep Uxper House Rores

In compliance with Rule XIII, clause 7(a), the Committee makes
the following estimates regarding the Federal costs of H.R. 9803.
ILR. 9803 would not increase the costs in the current fiscal year and
would have no effect on the costs in each of the following five fiscal
vears. The legislation contains no new authorizations or modifica-
tions of existing authorizations.

In compliance with Rule XI, clause 2(1)(2) (B) the Committee
states that the bill was ordered reported by a unanimons voice vote.

In compliance with Rule X1, clause 2(1) (4) the Committee states
that it is not expected that the legislation would have any inflationary
impact since it involves no additional expenditures.

In compliance with Rule XT clause 2(1)(3) (A) the Committee
states that the legislation relates to a new program to be established
on October 1. The Committee has considered the problems relating
to this effective date for certain staffing standards for day care, an
the purpose of this legislation is to provide the Committee more
time for adequate review and consideration of the problems.

Tn accordance with Rule XI, clause 2(1) (3) (B), the Committee
states that the bill provides no new budget authority or tax expendi-
tures.

In accordance with Rule X1, clause 1(3) (C) the Committee states
that no estimate has been received from the Director of the Con-
gressional Budget Office. :

In compliance with Rule XTI, clanse 2(1) (D) the Committee states
that no oversight or findings or recommendations have been received

H.R. 511
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by the Committee on Ways and Means from the Committee on Gov-
ernment Operations, :

SroTIoN-BY-sECcTIoN AxNanysis or H.R. 9808

The bill consists of a single section which adds a new paragraph to
section 7(a) of Public Law 93-647. This new p‘arz}gmph provides
that payments under section 2002(a) (1) of the Social Security Act
with respect. to the provision of child day care services in day care
centers, in the case of children between the ages of six weeks and
six years, may be made during the period ending March 31, 1976
without regard to the requirements for staffing standards which were
imposed by section 2002(a) (9) (A) (ii) if the staffing standards actu-
ally being applied meet certain conditions. These are:

i. Standards in effect must comply with applicable State law at
the time the services are provided.

2. The standards must be no lower than the corresponding standards
which were required by applicable State law in September 15, 1975.

3. The stafiing standards must be no lower in the case of any day
care center than the corresponding standards which were actually
heing applied on September 15, 1975.

Cuances vy Existing Law Mape sy THE Biir, a8 Repror1ED

In compliance with clause 3 of Rule XIIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (new matter is printed i italic, existing
law in which no change is proposed is shown in roman) :

PUBLIC LAW 93-647

AN ACT To amend the Social Security Aet to establish a consolidated program
of Federal financial assistance to encourage provision of services by the States

Be it enacted by the Senate and House of Representatives of the
United States of Amerieain Congress assembled. That this Act may be
cited as the “Social Services Amendments of 1974”.

PART A—SocIaL SERVICES AMENDMENTS

Skc 2. The Social Security Act is amended by inserting at the end
thereof the following new title: '

“TITLE XX—GRANTS TO STATES FOR SERVICES

* ® 5 ® & ¢ *
EFFECTIVE DATES .

Skc. 7. (a) (1) The amendments made by sections 2 and 5 of this
Act shall be effective with respect to payments for quarters com-
mencing after September 30, 1975,

(2) Notwithstanding the provisions of section 2004 of the Social Se-
curity Act, as amended by this Act, the first services program year of

5

each State shall begin on October 1, 1975, and end with the close of,
at the option of the State—
(A) the day in the twelve-month period beginning October 1,
1975, or
; B) the day in the twelve-month period beginning October 1,
1976, :
which is_the last day of the twelve-month period established by the
State as its services program year under that section. Notwithstanding
the provisions of subsection (b) of section 2003 of the Social Security
Act, as amended by this Act, the aggregate expenditures required by
that subsection with respect to the first services program year of each
State shall be the amount which bears the same ratio to the amount
that would otherwise be required under that subsection as the number
of months in the State’s first services program year bears to twelve.
(8) Notwithstanding paragraph (1) of this subsection, payments
under section 2002(a) (1) of the Social Security Act with respect to
expenditures in connection with the provision of child day care serv-
ices tn day care centers and group day carve homes, in the case of
children between the ages of 6 weeks and 6 years, may be made, for
quarters during the period ending March 31, 1976, without regard to
the requirements relating to stoffing standards which. are imposed by
or ynder section 2002(a) (9) (4) (é) of such Act, so long as the staffing
standards actually being applied in the provision of the services in-
volved (A) comply with applicable Stote law (as in effect at the time
the services are provided), (B) are no lower than the corresponding
staffing standards which were imposed or required by applicable State
law on September 15, 1975, and (O) are no lower, in the case of any
day care center or group day care home, than the corresponding stand-
ards actually being applied in such center or home on September 15,
1975.
* * * * * * *

O
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941tH CONGRESS SENATE REPORT
2d Session No. 94-592

ASSISTANCE IN MEETING FEDERAL CHILD CARE
STANDARDS

JANUARY 26, 1976.—Ordered to be printed

-Mr. Loxg, from the Committee on Finance,
submitted the following

REPORT
together with
MINORITY AND ADDITIONAL VIEWS

[To accompany H.R. 9803}

The Committee on Finance, to which was referred the bill (H.R.
9803) to postpone for 6 months the effective date of the requirement
that a child day care center meet specified staffing standards (for
children between 6 weeks and 6 years old) in order to qualify for
Federal payments for the services involved under title XX of the
Social Security Act, so long as the standards actually being applied
comply with State law and are no lower than those in effect in Sep-
tember 1975, having considered the same, reports favorably thereon
with an amendment, and an amendment to the title, and recommends
that the bill as amended do pass.

I. SUMMARY OF THE BILL

The bill as passed by the House of Representatives on September 29,
1975, would have temporarily suspended (through March 381, 1976)
certain Federal child care staffing requirements. The substance of the
House bill was subsequently enacted in other legislation but with a
January 31, 1976, termination date. The committee amendment extends
that suspension, provides additional Federal funding to meet the re-
quirements, provides incentives for hiring welfare recipients as child

care staff, and makes certain other modifications in the social services
statute. -

Temporary deferral of standards—Public Law 94-120, ool N

October 21, 1975, postpones until February 1, 1976, certain Féderal <
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child care staffing requirements applicable to children between the ages
of 6 weeks and 6 years who have their care funded under the social
services title of the Social Security Aect. Under the committee amend-
ment this temporary postponement of these standards would continue
for an additional 5 months (through June 30, 1976). )

Additional Federal funding of child care~The Social Services
Amendments of 1974 require that child care services funded under the
social services program meet certain minimnm Federal standards with
respect to stafling and other matters. Though compliance with these
standards will increase the cost of providing child care services in
many States, the 1974 legislation did not increase the $2.5 billion
limitation on Federal social services funding which was imposed in
1972. In order to help States meet the costs of complying with these
standards, the committee amendment would provide for increasing
the maximum allowable funding under the program by $250 million
per year, starting with $125 million in the current fiscal year. The new
funding is available only for child care and will be available to match
State expenditures on an 80 percent matching basis (as compared with
75 percent for most other social services programs). Until fiscal year
1978, 20 percent of the additional Federal funding provided by the
bill will be reserved for allocation by the Department of Health, Edu-
cation, and Welfare to those States determined to have particular
funding problems related to complying with Federal child care
standards.

Tawx credit for employing welfare recipients in child care~The com-
mittee amendment is designed to encourage States to meet the Federal
child care staffing requirements by employing welfare recipients. This
amendment broadens in several respects the present tax credit of 20
percent of the wages paid to a welfare recipient or former welfare
recipient (with a maximum annual credit of $1,000 per employee). For
child care providers, the amendment makes the tax credit available
through 1980 and provides that it will be available on a refundable
basis so that it will benefit all providers, including public and non-
profit providers and those with little or no tax liability. The committee
amendment also authorizes States to use some of the additional social
services funding provided by the bill to match the tax credit in such
a way as to provide full Federal funding of the costs of hiring welfare
recipients as child care employees up to a maximum salary of $5,000
per year. . i .

Waiver of standards én certain cases—The committee modified the
child care standards to permit State welfare agencies to waive the
Federal staffing requirements in the case of child care centers and group
day care homes which meet State standards if the children receiving
federally funded care represent no more than 20 percent of the total
number of children served (or, in the case of a center, there are no
more than 5 such children), provided that it is infeasible to place the
children in a facility which does meet the Federal requirements,

Modification of family day care home requirements—The 1974 law
incorporates a requirement that a family day care home serve no more
than 6 children including the family day care mother’s own children
under age 14. The committee amendment modifies this requirement so
that the family day care mother’s own children wonld be counted only
if they are under age 6. SN e o
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Social services provisions related to addicts and alcoholics—Public
Law 94-120 included certain modifications of the social services stat-
ute governing funding of services for addicts and alcoholics. These
changes were made effective only through January 31, 1976. The com-
mittee amendment would malke these changes permanent.

One of these changes makes explicit certain confidentiality require-
ments in the case of services provided to addicts and aleoholics. An-
other change clarifies that the entire rehabilitative process must be
considered in determining whether medical services provided to ad-
diets and aleoholics can be funded as being an integral part of a social
services program. A third change allows funding of a 7-day detoxifica-
tion period even though social services funding is generally not avail-
able to institutionalized persons.

II. GENERAL EXPLANATION OF THE BILIL

Neep ror LiEeeistatioN

The Social Services Amendments of 1974 (Public Law 93-647) re-
quire that certain Federal standards be met by child care provided
outside the child’s home in order to qualify for Federal funds under
the social services program (title XX of the Social Security Act).
Generally, title XX sets as these standards the Federal Interagency
Day Care Requirements promulgated by the Department of Health,
Education, and Welfare. The Federal Interagency Day Care Require-
ments limit the number of children per staff member, impose safety
and sanitation standards, set general requirements for the suitability
of physical facilities, and have provisions relating to a nuraber of other
matters. While the greatest attention has been given thus far to the
stafling standards, the other standards in the Federal Interagency Day
Care q?irements will also involve additional costs in many States.

The 1974 amendments originally required that the Federal stand-
ards be met by October 1, 1975. However, as that date drew near it be-
came clear that a significant number of providers in many States would
not be able to meet the requirements. Responding to the concern that en-
forcement of the requirements would result in a decrease in the avail-
ablhgy of care for the low-income children served under title XX and
would also have an adverse effect on many child care providers, the
Congress enacted P.L. 94-120, which provides that no penalties for
noncompliance can be imposed prior to February 1, 1976, The post-
ponement applies only to staffing requirements for care provided for
children between the ages of 6 weeks and 6 years in day care centers
and group day care homes. During the period of postponement staffing
levels in centers and group homes can be no lower than is required by
current State law, any subsequent modifications of State law, or the
stafling levels actually in effect in each child care program ag of
September 15, 1975,

The staffing requirements which are in law and which must be met
beginning February 1, 1976 (unless further legislation is enacted) are
shown in table 1.

Table 2 shows the staffing requirements imposed by State law in the
various States for child care centers generally as of October 1975.



BLE 1.—CHILD CARE CENTER STAFFING REQUIREMENTS
T " UNDER LAW AND HEW REGULATION

Maximum

number of

children

‘ per staff

Age of child member

1 Required by regulation.

Under 6 weeks . ... 4 Required by regulation.

6 weeksto 3 years......

ST 5 Required by law.
i%gg};ggg’ ............. 7 Required by law.
........... 151 Maximum number allowed by
%% years. 20} law (though Secretary of

HEW may lower the maxi-
‘mum number of children
per staff member, thus in-
creasing the staff required).

B R A
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TABLE 2.—CHILD CARE CENTERS: MINIMUM STAFFING
. REQUIREMENTS, BY AGE OF CHILDREN, UNDER STATE
LICENSING REGULATIONS

Maximum number of children per staff member ! if age of

children is—
School
Under2 2163 2to4 4tob 5to6 age
Alabama........... 5 15 10 20 20 222
Alaska............. 5 5 10 10 10 10
Arizona............ 38 10 15 20 25 25
Arkansas.......... t6 6 12 15 18 NS
California.......... 4 12 12 12 12 12
Colorado........... 5 87 10 12 15 15
Connecticut........ 4 4 5 7 87 1010
Delaware ... ..... ) 128 15 20 20 25
District of
Columbia........ w4 154 8 10 15 15
Florida . ... ....... 1% 6 12 15 20 25 25
Georgia............ 187 10 15 18 20 1825
Hawaii............. 20 X 10 15 20 25 25
ldaho.............. ng 2g 10 10 10 NS
Hinois............. 6 8 10 =10 25 25
Indiana............ u4 5 10 12 15 20
lowa............... 4 6 8 12 15 15
Kansas............. %3 2 5 10 210 =10 16
Kentucky.......... 6 8 10 12 15 =15
Louisiana3®........ %6 12 14 16 20 25
Maine 3. ... ... .. 20 X ng 10 15 i5 15
Maryland.......... 3B NS 6 10 10 13 NS
Massachusetts.... 210 %10 310 210 15 815
Michigan.......... 20X 3910 10 12 20 NS
Minnesota......... o a7 10 10 10 15
Mississippi........ NS NS NS NS NS 20 X

See footnotes at end of table.
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TABLE 2.—CHILD CARE CENTERS: MINIMUM STAFFING
- REQUIREMENTS, BY AGE OF CHILDREN, UNDER STATE
LICENSING REGULATIONS—Continued

Maximum number of children per staff member ! if age of

children is—

School
Under2 2t03 3to4 405 5ioé6 age
Missouri........... 2o X 5 10 10 = 15 15
M:)Snstana ........... NS NS NS NS NS NS
Nebraska.......... 4 5 7 7 7 . 12
Nevada............ 24 g8 #10 #10 #10 %3
New Hampshire. .. 4 %4 10 15 18 20
New Jersey........ X NS “NS NS NS 20 X
New Mex;go 10 10 15 615 «1]15 15
New York.......... 94 5 5 7 7 10
North Caralina. .... g 012 15 020 025 025
North Dakota. ..... 4 4 10 10 12 512
1+ T 528 10 15 15 20 20
8E:§homa B 4 8 12 i5 15 20
Oregon............ 55 4 10 10 10 10 10
Pennsylvania...... - X 20 X 8 10 10 13
Rhode Island. ..... 20 X 20 X 10 15 25 NS
South Carolina. e 6 8 10 14 i5 15
South Dakota...... 571 4 5 7 7 ®15
Tennessee........ %5 8 10 15 25 80 30
€XaS....v.iuun. . 614 8 12 15 18 920
Uah.............. 20 X 10 15 15 20 820
Vermont........... 4 5 10 10 12 12
Virginia............ 3 10 10 10 10 10
Washington....... 64 5 857 10 10 10 10
West Virginia...... 4 8 10 12 15 16
Wisconsin......... 86 3 76 10 12 16 5016

Wyoming.......... 5 8

Footnotes on following pages.
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FOOTNOTES

15 2t024; 10 2% to 3.

322 if 6 to 8; 25 if 8 and over.

$8if0to 15mo; 10if 15 moto 2 yr.

t In infant-toddler centers.

% 6 in infant-toddler centers; 12 if 214 to 3 in other centers,

¢ In infant centers,

7 If 6 weeks to 8 mo in infant center; or if 12 moto 3 yr in toddler center.
87 ifall 2.yr-olds in toddler center; 8 if 215 to 3 in large or small center.
Y Recommended FIDCR child/staff ratios.

101f under title XX funding; 15, if 6 to 10 yr of age; 20if 10 to 14 yr of age (FIDCR
ratios).

15if0to1;8if1to2.

28it2t02; 15if 215 to 3.

3 In Delaware, centers receiving Federal funds have the following mandated

ratios: Under 2:5;2103:5;31t04:5; 410 5:7; 510 6: 7; school age: 10,

" Pending issue of new infant center regulations.

1B4if2t02'4; 8if 2 to 3.

¥gifunderiyr; 8iflto2.

" Mandated ratio for handicapped children: Under 2: 4;,2103:6;3t04:8;

4105:10; 510 6: 14; school age: 14.

187if0to 18 mo; 10if 18 moto 2 yr.

19 25 if 7 and over; 6 to 7 not specified.

% Children in this age group generally not accepted,

#6if0Oto18mo; Bif 18 moto 2 yr.

28if2t02%; 10if2% 10 3,

2 10 if full-day; 20 if haif-day.

* 4 if 6 weeks-walking; 5 if walking—2,

2 3if2 weeks—nonwalkingunder 24 moonly; 5if walking—2 yr.

25 if walking—214; 7 if 214 to 3.

2710 if full.day; 12 if part-day.

2815 if 6 to 8; 20 if 8 and over.

* 6 if nonwalking; 8 if toddlers. N
3t Centers serving 10 children with no more than 2 children under 2 yrofage have

mandated child/staff ratio of 10to 1 inall age categories,

28if 214 to 3 yr. ‘ I
32 |n Maine, separate before and after school programs have 10to 1 ratioin school

age category.
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The committee held hearings on October 8, 1975 on the child care
staffing requirements and on proposals to deal with the situation which
would arise when the requirements would be enforced. Although
testimony at the hearings was generally in support of the require-
ments, there was extensive testimony on the need for additional fund-
ing if the requirements imposed by title XX were to be met.

A committee staff survey of Governors on the funding needs of the
States showed that nearly all the States envisaged increased expendi-
tures as a result of the title XX staffing and other requirements. The
total estimate for all the States was $206.3 million for fiscal year 1976.
Table 3 shows each State’s estimate of its increased child care costs
and increased staffing requirements in fiscal year 1976 as compared
with fiscal year 1975 assuming full compliance in 1976 with all title
XX requirements.

FOOTNOTES—Continued

33 Admitted only upon approval of local health officer.
34 Admitted only upon prior approval.
3510 in care over 3 hr; 12 in care 3 hr or less.
3610 in care over 3 hr; 13 in care 3 hr or less.
37 15 in care over 3 hr; 25 in care 3 hr or less.
38 15if6to7incareover3hr;25if6to7incare3 hrorless.
¥ 10if 25 to 3.
10 4 if 6 weeks to 16 mo; 7 if 16 moto 2 yr.
47if2yrto31 mo; 10if31 moto3yr.
12 4if6weeksto9mo; 6if9to 18mo; 8if 18 moto2yr.
“ 8ininfant-toddler center; 10 for 1st 20 children; 15 for excess over 20,
44 10 for 1st 20 children; 15 for excess over 20.
s5 3 or 10 percent over licensed capacity, whichever is greater, if before or after
school care. ' ,
16 4.8 it maximum of 24 children under 3 yr of age in care.
47 2 adults for any total group.
4820 ifin care 3 hr or less.
4 4 if under 18 mo; 5 if over 18 mo.
.85 1f 30 or more in care; 10 if less than 30.
stif4to 7 yr.
528if0to 18 mo; 10if 18 moto 2yr.
. 5 Recommended ratios. .
544 if O to 10 moin cribs; 6if 10 moto 2 yr.
85 |f 6 weeks to 30 mo.
56 {f 6 yr; 15 if over 6 yr.
521if0to6mo;3if6to 18 mo; 4if 18 moto2yr.
815if6to 10yr; 20if 10 to 14.
»5if6weekstolyr; 6iflto2.
s [f6to 7.
614if0to 18 mo; 6if 18 moto2yr.
62 20 if 6 to 8; 25 if 8 or over.
#20if6;25if 7 to 15.
#5iflmotolyr;7iflto2.
& 7if21t02%; 10if 2% to 3.
“3if0Otol;4iflto3.
76if 210 24; Bif 2% to 3.
Source: Department of Health, Education, and Welfare, Currentas of October 21,

Note: NS indicates *'not specified.”
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TABLE 3.—STATE ESTIMATES OF INCREASE IN COST AND STAFF.
ING FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976

Potential

employment

Increased staffing of welfare

Increased recipients
title XX For For non- as percent
_costs title XX title XX of added
(millions) children children staffing

Total.......... $206.3 ...
Alabama.......... 0.6 122 1 2
Alaska............. 1.4 150 ! ég
Arizona............ 2.6 548 2 20-25
Arkansas.......... 0 0 0 ®)
California......... 20.7 0 0 A
Colorado......... 2.4 400 200 2
Connecticut....... ® 0 23
Delaware.......... 9 99 O (¢
Dig{crict of Colum-

... 4 56 81 20
Florida............ 12.1 766 1,036 ®
Georgia........... 3.8 600 1 80
Hawaii............ 4 60 1,577 20
Idaho.............. 1.1 (2 (2 ©)]
Hlinois............ 23.5 70 10 7,008 71
indiana........... 1.4 215 * Q)
lowa............... 2.0 167 1 2
Kansas............ 1.5 202 3(()3 fg
Kentucky.......... 1.2 400 800 ¢
Louisiana......... 2.6 509 437 108
Maine............. 1 0 0 @)
Maryland......... 0 0 0 G
Massachusetts. . .. 53 600 0 108
Michigan.......... 7.0 959 0 20
Minnesota......... 11.0 1,760 1,580 20
Mississippi........ 1.0 0 0 *)
Missouri.......... 2.5 1,246 2 5
Montana.......... 9 1,000 ! 7-10
Nebraska.......... 3 155 2 100
Nevada............ 1 5160 51 *
New Hampshire. .. 2 40 50 20
New Jersey........ 3.7 92 10 100
New Mexico....... 2.2 96 0 50
New York®. ....... 12.0 300 0 67
North Carolina. ... 9.8 1,800 400 60-70
North Dakota...... Y] 0 0 )

See footnotes at end of table.
S. Rept. 94-592 2
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TABLE 3.—STATE ESTIMATES OF INCREASE IN COST AND STAFF-
ING FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976—Cont.

Potential

employment

Increased staffing of welfare

Increased recipients

title XX For For non- as percent

costs titte XX titie XX of added

(millions) children children staffing

Ohio............... ® 0 0 (®)

Oklahoma......... 21.5 1,022 2,366 93
Oregon............ 2 0 0 @
Pennsylvania...... 8.2 235 171 9

Rhode Island...... 9 46 138 ®

South Carolina. ... 2.4 308 0 25-50

South Dakota...... .6 650 150 23

Tennessee. ....... 1.7 200 ( 5-8

Texas.......ccou... 16.2 1,720 1,51 '20-30

Utah.............. 1.4 199 739 70

Vermont........... .8 428 (*3 75

Virginia........... 7.8 436 1,00 50

Washington....... 4,7 1,300 @) (3
West Virginia...... 2.0 216 84 80-10

Wisconsin......... 2.6 234 750 50-100

Wyoming.......... .6 0 0 75

1 Included in estimates for columns 1 and 2. Unable to show separately.

2 Unable to estimate.

3 Not applicable since State estimates no additional staffing needs.

4 Additional employees already hired.

5 Unable to estimate on a man-year basis; represents number of staff.

¢ Estimates cover urban counties only.

7 Less than $50,000.

8 Unable to estimate. No increased staffing but some increased cost to meet other
standards and/or monitoring and reporting requirements of title XX.

9 Unable to estimate numbers; cost estimated at $1,900,000.

10 Includes a need for 6,000 new family day care homes.

Source: Committee staff survey of Governors.

The committee believes that if the States are to be required to meet
the staffing standards and other requirements imposed by the new law,
additional Federal funding must be provided. The funds made avail-
able by this bill are designed to meet the needs of the States. Without
additional funding, the higher cost of providing child care meeting
Federal requirements would result in States providing care for fewer
children.

The provisions in the bill designed to encourage the hiring of wel-
fare recipients in child care centers and homes also reflect the view
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of the committee that this is a useful and potentially large source of
employment for recipients. The estimates of the States as to the po-
tential employment of recipients in child care facilities, shown in
table 3, support this view. ,

Social services funds availgble to the States under present law and
the additional amounts which would be made available by the com-
mittee bill are shown in table 4.

TABLE 4.—FEDERAL FUNDING ALLOCATIONS FOR SOCIAL
SERVICES

[In thousands]

Full year

) additional
Social services child care
allocation for allocation

fiscal year 1977 under H.R. 9803 !

Total...................... $2,500,000 $250,000
Alabama........................ 42,300 4,230
Alaska........................... 3,975 - 398
Arizona.......................... 25,450 2,545
Arkansas........................ 24,375 2,438
California....................... 247,250 .... 24,725
Colorado........................ 29,525 2,952
Connecticut..................... 36,525 3,652
Delaware. . ...................... 6,775 '678
District of Columbia............. 8,550 855
Florida.......................... : 95,675 9,568
Georgia......................... 57,725 5,772
Hawaii.......................... 10,025 1,002
Idaho........................... - 9,450 945
lflinois....................... .. 131,650 13,165
Indiana.......................... 63,025 6,302
lowa.. ...l 33,775 3,378
Kansas.......................... 26,850 2,685
Kentucky........................ . .. 39,700. . 3,970
Louisiana....................... 44,525 4,452
Maine........................... 12,375 1,238
Maryland........................ 48,425 4,842
Massachusetts............... .. 68,600 6,860
Michigan........................ 107,575 10,758
Minnesota....................... 46,325 4,632
Mississippt................iL. 27,475 2,748

See footnote at end of table.
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TABLE 4--FEDERAL FUNDING ALLOCATIONS FOR SOCIAL
SERVICES—Continued

[in thousands)

Full year

additional

Social services child care
allocation for allocation

fiscal year 1977  under H.R. 9803 !

Mi i L $56,500 $5,650
‘&”«Eﬁ%ﬁ’;‘_ R 8,700 870
Nebraska.......cocveeineirinone. 18,250 1,825
Nevada. ... ciiniaiainenes 6,775 Ggg
New Hampshire.m. ... 9,550 9
......... 86,700 8,670
ﬁi& %'féi?gdilll RO 13,275 1,328
New YOrK. ..o eriiaeaeaeannns 2%%,%8% Zé,gig
North Carolina. ..............-.. , ,
NorthDakota. ................ .. 7,525 752
10 e 126,975 12,698
O e 25050 2508
161 ¢=s 11 JNSUP PR 26,800 2,83(8)
Pennsylvania.................... 139,975 1%108
Rhode Island. .................o. 11,075 . ,
South Carolina. .................. 32,925 3,292
South Dakota..................ot 8,075 4 ggg
TennesSee. ..o ovovveenenaneen 48,825 4882
TEXAS .+ oo eeeiiine e 142,500 14,
Utah. e 13,875 1,388
....... 5,550 555
yermont.... e 53,030 =82
Washington. ...t 41,100 %’%:118
West Virginia..........ooioen e 21,175 58
WiISCONSIN. ... vieeieneiinenns 54,000 5,
WYOMING. ..oovvvnienennnneecnnes 4,250 425

' i i d for
1 Yntil fiscal year 1978, 20 percent of each State’s allocation will be reserved 1
allolcj:gtilon to t)t,zose States having particular funding problems associated with
meeting child care standards.
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Finpine AND Purrose

(Section 1 of the bill)

'The bill provides that the Congress finds and declares—

(1) That the Social Services Amendments of 1974 set
standards for child care under the Social Security Act which
will require many child care providers to substantially in-
crease their staff over existing levels;

(2) That in such cases compliance with these standards
will require a substantial increase in the present level of
expenditures for child care; and ‘

(8) That adequate funding to meet these additional child
care expenditures required by the Social Services Amend-
ments of 1974 is not presently available. '

Based on these findings the committee states as its purpose the
provision of additional funding to make possible the implementation
of the child care standards required under title XX without severely
curtailing the availability of child care services.

PosTPONEMENT OF PENALTIES ¥FOR NONCOMPLIANCE

(Section 2 of the bill)

Under present law, no penalties will be imposed for failure to
comply with the Federal child care staffing standards before Febru-
ary 1, 1976. The committee bill would make available immediately addi-
tional funding to enable States to meet the requirements; to allow.
for an orderly transitional period and to give States time to hire and
train the necessary new child care staff, the bill would provide that no
penalties for noncompliance with the staffing standards for preschool
children could be imposed before July 1,1976. o

Avpprtionar Fowns To Exasre Trrre XX Stannarns To Be Mer.

(Section 3 of the bill)

The committee bill would increase the $2.5 billion limit on Federal
funding for social services programs by $250 million annually begin-
ning with fiscal year 1977 (with $125 million in fiscal year 1976 and
$62.5 million for the transition quarter). These amounts are antici-
pated to be sufficient to enable the States to meet the title XX require-
ments. The additional funds would be available only for matching
State child care expenditures and would be allocated among the States
on the basis of State population. This is the same formula which is
used for allocating the $2.5 billion available for social services under
current law. (Table 4 shows the distribution of the additional $250
million by State.) .

The committee bill requires that the new funds be used in such a
way as to increase the employment of welfare recipients and other
low-income persons in child care related jobs to the maximum extent
feasible as determined by the States. The committee believes that most
States have both the desire and the ability to promote the employ-
ment of welfare recipients as employees in child care facilities. Testi-
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mony presented to the committee reinforced the committee’s belief
that States are ready to undertake this effort, and that there are large
numbers of welfare recipients who are able and willing to be employed
to care for children. '

The committee bill permits States to use a part of their share of the
additional $250 million to make grants to providers of child care to
assist them with the costs of employing welfare recipients in order
to meet the higher stafling requirements mandated by title XX. Such
grants could be made only to child care providers where at least 30
percent of the children cared for have all or part of their care funded
through the State’s title XX social services program. The grants
would be payable for employees with respect to whom the child care
provider is eligible for the welfare recipient employment tax credit
under section 50A. of the Internal Revenue Code. The amount of the
grant could be 80 percent of the employees’ wages which in com-
bination with the 20 percent tax eredit would fully meet the cost of
wages except that both the tax credit and State grant would apply
only to the first $5,000 of wages. The cost of the State grant would
be met fully with Federal funds (within the State’s share of the addi-
tional $250 million) since the 20 percent covered by the tax credit
would be considered to meet the matching requirement,

Child care centers often serve both welfare and nonwelfare children.
The law requires them fo maintain standards which would be appli-
cable to both. Thus the committee believes it is necessary to give the
States authority to use some of their additional social services money
to help child care providers keep down the fees charged privately
placed children. These fees would otherwise have to be raiseg because
of the new standards. The bill would do this by letting States help
meet the cost of hiring welfare recipients to meet the new staffing
requirements in facilities where at least 30 perecnt of the children have
their care funded under the social services program.

The committee bill would increase the Federal social services match-
ing as it applies to child care costs from 75 percent to 80 percent. How-
ever, this matching percentage would be available only for those ex-
penditures funded out of the State’s share of the additional $250
million made available under the bill.

TEMPORARY ALLOCATION FOR STATES WrTH Speciar NEEps

(Section 4 of the bill)

A number of States have indicated that at least in the first years of
the implementation of the requirements their needs for funding can-
not be met by the amount which would be available to them as the
result of the regular allocation formula, Recognizing that some States
will have special difficulty in meeting the new standards, the commit-
tee bill provides for a limit in the amount available to the States under
the regular allocation formula .through the end of fiscal year 1977
(until September 30, 1977). For fiscal year 1976, $100 million would
be allocated on the basis of State population, with the remaining $25
million to be allotted by the Secretary of Health, Education, and Wel-
fare to States which he determined to be in need of additional funds.
During the transition quarter, $50 million would be allotted to the
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States on the basis of population, with the remaining $12.5 million al-
lotted according to the Secretary’s determination of State needs. In
fiseal year 1977, these figures would be $200 million and $50 million re-
spectively. However, in order to insure that the full amount author-
ized under the bill will be avajlable to the States, any part of the money
which is set aside for States with special needs and which is not used
will be reallotted among the States on the basis of population. Begin-
ning with fiscal 1978, the full amount will be allocated according to
the normal allocation formula used under title XX, on the basis of
population.

Tax Crepit ror Evrrovyine WeLrare Recierents 1v Crmp CAre

(Section 5 of the bill)

The staffing standards imposed under the social services program
will require the hiring of additional child care staff, The committee
wishes to encourage both profitmaking and nonprofit child care pro-
viders to hire welfare recipients in meeting the additional staff needs.
For this reason, the committee bill provides a refundable tax credit to
child care providers hiring welfare recipients; a payment equivalent
to the tax credit is permitted if the provider is a tax-exempt
organization.

The tax credit would equal 20 percent of up to the first $5,000 in
wages per year paid each welfare recipient employed in the provision
of child care (an annual limit of $1,000 per employee); the credit
would be effective through 1980.

This 20 percent credit on the wages of welfare recipients could be
used by centers to match Federal funds for child care under title XX
of the Social Security Act.

A tax credit for hiring welfare recipients was first authorized under
the 1971 Revenue Act; this credit applies only to wages paid recipi-
ents of aid to families with dependent children (AFDC) who are
placed in employment through the Work Incentive (WIN) program.
In order to be eligible for this credit (generally equal to 20 percent
of the gross wages of the employee during the first 12 months of
employment), the employee must be retained by the employer for an
additional 12-month period following the first 12 months.

In the Tax Reduction Act of 1975, the Congress authorized for a
temporary period a new Federal Welfare Recipient Employment In-
centive Tax Credit broader in application than the WIN tax credit.
The tax credit in the committee bill for hiring welfare recipients in
the provision of child care is modeled after the Federal Welfare
Recipient Employment Incentive Tax Credit in that it applies solely
to the employment of a welfare recipient who:

(A) has been certified by the State or local welfare department
as being eligible for financial assistance for aid to families with
dependent children and as having continuously received such
financial assistance during the 90-day period which immediately
precedes the date on which such individual is hired by the tax-
payer, :

(B) has been employed by the taxpayer for a period in excess
of 30 consecutive days on a substantially full-time basis (thus
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after the eligible employee had worked the first 30 days, the
taxpayer would receive the credit for the wages paid or incurred
by the taxpayer for the first 30 days of employment plus the
wages for all days the employee continued to work after the
original 80-day period), '

(C) has not displaced any other individual from employment
by the taxpayer,

(D) is not a migrant worker (for purposes of this tax credit, a
migrant worker means an individual who is employed for services
for which the customary period of employment by one employer
is less than 30 days if the nature of such services requires the
employee to travel from place to place for a short period of
time), and

(E) is not a close relative of the taxpayer (bearing any of
the relationships to the taxpayer described in paragraphs (1)
through (8) of section 152(a) of the Internal Revenue code of
1954 as amended).

The tax credit for child care providers in the committee bill differs
from the Federal Welfare Recipient Employment Incentive Tax
Credit in that:

(1) Itisrefundable;

(2) It is applicable also to tax-exempt organizations (through
a payment equivalent to the credit) ;

(8) Ttisapplicable through December 31,1980; and

(4) Tt applies in all cases only to the first $5,000 of wages (The
Federal Welfare Recipient Employment Incentive Tax Credit
is limited to the first $5,000 of wages only in the case of services not
performed in connection with a trade or business).

LimiteED WAIVER OF STAFFING STANDARDS
(Section 6 of the bill)

Waiver of Federal standards in certain circumstances.—In some
areas, the only child care available may be in facilities primarily serv-
ing children whose care is not funded under title XX of the Social
Security Act. The committee recognizes that in some cases these fa-
cilities might simply refuse to provide care paid for under title XX
rather than meet the required standards, The committee bill deals
with this problem by authorizing the States to waive staffing standards
otherwise applicable in the case of a day care center or group day care
home in which no more than 20 percent of the children (or, 1n the case
of a center, no more than 5 children) are children whose care is paid
for from title XX social services funds. However, the State agency
must find that it is not feasible to furnish day care for the children in
a day care facility which complies with the required standards, and
the facility must comply with applicable State standards.

Family day care homes.—Although the impact of staffing require-
ments in title XX will be greatest for child care centers, there are
indications from a number of States that family day care homes will
also be affected. Under the requirements imposed by title XX the
number of children who may be cared for by a family day care mother
is limited as follows:
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(1) Infancy through 6 years. No more than two children under
two and no more than five in total, including the family day care
mother’s own children under 14 years old.

(2) Three through 14 years. No more than six children, in-
cluding the family-day-care mother’s children under 14 years old.

It is the requirement that the day care mother’s own children up fo
age 14 must be counted in meeting the staffing requirement which
poses a problem. The children must be counted whether they are at
home or attending school. A number of States have indicated that,
althongh there may be no objection to including the mother’s own
children wnder age 6 in meeting the staffing requirement, family day
care home providers have raised strong objections to counting the
older children who are normally attending school. Many mothers be-
gin to provide care for other children in their homes after their own
children have started school. The requirement that their school age
children must be counted means in some cases that the number of
children they may care for is unreasonably small, and this makes their
work unprofitable.

The committee bill allows the family-day-care mother’s own chil-
dren aged 6 and over to be disregarded in determining if the title XX
standards are met. This provision is made retroactive to October 1,
1975, the date the present law provision would otherwise first apply.

Arvcomorism Axp Druc ABusk
(Section 7 of the bill)

Public Law 94-120 included temporary modifications of the social
services statute as it relates to funding of services for drug addicts
and alcoholics. These temporary modifications are scheduled to expire
January 31, 1976 ; the committee amendment would make these modi-
fications permanent.

Confidentiality.—Title XX of the Social Security Act requires that
individuals served by the program have incomes within specified
limits related to State median income levels. Regulations of the De-
partment of Health, Eduneation, and Welfare require the States to
verify an applicant’s statement that his income is within the per-
mitted liinits, and verification may someétimes require an employer
contact. This raises the possibility that an employer could be informed
in this process that the individual is undergoing treatment for addic-
tion or alcoholism which in turn could result in the loss of his job,
defeating the purpose of the rehabilitation effort. To prevent such
situations, a provision already enacted into law in the Comprehensive
Alcohol Abuse and Alcoholism Prevention, Treatment, and Rehabili-
tation Act Amendments of 1974 requires a special degree of confi-
dentiality in dealing with the treatment of such individuals. The
modification made permanent in the committee amendment does not
in any way prohibit the verification of an applicant’s eligibility for
social services, but it does require that in the case of drug addicts
and alcoholics the special confidentiality requirements of the Compre-
hensive Alcohol Abuse Act be observed.

8. Rept. 94-592——3
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Rehabilitation process—Another problem is related to the fact
that under the new law social services funding generally is not appli-
cable to medical or residential types of care, which is more appro-
priately funded under other programs. Funding is available only
when the care involved is a subordinate and integral part of a social
service program. In itself this provision creates no difficulty for drug
addiction and alcoholism programs, provided that the whole rehabili-
tation process is considered. However, there is a possibility under the
law and regulations that certain elements of the process could be
looked at in -isolation and found to be ineligible for funding. The
committee amendment would make permanent two temporary changes
in the law designed to correct this problem.

The first change in the law makes clear that in evaluating services
of a medieal nature provided to an addict or alecholie, the vehabilita-
tive process for an individual is to be looked at in its entirety and
not in segments. Thus initial detoxification, short-term residential
treatment, usually about a month in duration, and subsequent counsel-
ing and other services are all to be considered together.

The second change specifically authorizes social service funding
for initial detoxification programs up to a duration of 7 days, with-
out regard to the usual ban on funding of services to institutionalized
individuals. The detoxification must be integral to the further pro-
vision of services for which the individual is eligible.

1II. BUDGETARY IMPACT OF THE BILL

In compliance with section 252(a) of the Legislative Reorganiza-
tion Act of 1970 and section 308 of the Congressional Budget Act of
1974, the following statements are made with respect to the budgetary
impact of the bill. The committee estimates that the enactment of
H.R. 9803 with the amendments proposed by the committee will result
in net increased budget authority and outlays and decreased revenues
(equivalent to “tax expenditures”) as shown in the following table.
The net figures reflect both the increased grants to States for child
care and the offsetting reductions in welfare costs resulting from the
hiring of welfare recipients as child care staff.

Increase in
budget authority Decrease
and outlays in revenues
Fiscal period ) (millions)’ (millions)
Fiscal year 1976. . ................... "~ $99 0
July-September 1976......... ... ... 55 0
Fiscal year 1977........... e 217 $13
Fiscalyear 1978. . ................. ... 219 18
Fiscal year 1979. . ............... L ; 212 23
Fiscal year 1980. ... ... .. ... ... ... 204 28
Fiscal year 1981...... T U - 200 28
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In compliance with sections 308(a) (1) (A) and 308(a)(2) (A) of
the Congressional Budget Act of 1974, the committee estimates that the
enactment of this legislation is consistent with the budgetary totals
provided for in H. Con. Res. 466 and with the functional totals in the
conference report on that resolution.

In compliance with section 308(a)(1)(C) of the Congressional
Budget Act of 1974, the committee states that the entire amount
estimated as increased budget authoriy and outlays under this legisla-
tion as shown in the table above constitutes financial assistance to State
and local governments,

IV. VOTE OF THE COMMITTEE IN REPORTING THE BILL

In compliance with section 183 of the Legislative Reorganization
Act of 1946, the following statement is made relative to the vote by
the committee on the motion to report the bill. The bill was ordered
reported by voice vote.

. A motion to delete the Federal child care staffing requirements now
in title XX of the Social Security Act was defeated by the following
rolleall vote: .

In favor of retaining the staffing requirements (9) : Senators Long,
garikff Ribicoff, Nelson, Mondale, Gravel, Bentsen, Hathaway, and

askell.

In favor of deleting the staffing requirements (9): Senators Tal-
madge, Byrd of Virginia, Curtis, Fannin, Hansen, Dole, Packwood,
Roth, and Brock.

V. CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, 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, existing law
in which no change is proposed is shown in roman) :

Excerpt From Public Law 93-647, as Amended

* oo * * * * *

Sec. 7. (a) (1) ***

(2) Notwithstanding the provisions of section 2004 of the Social
Security Act, as amended by this Act, the first services program year
of each State shall begin on October 1, 1975, and end with the close of,
at the option of the State— : : :

197?) the day in the twelve-month period beginning October 1,
, Or :
" é@B) the day in the twelve-month period beginning October 1,
b
which is the last day of the twelve-month period established by the
State as its services program year under that section. Notwithstand-
ing the Erowsions of subsection (b) of section 2008 of the Social Se-
curity Act, as amended by this Act, the aggregate expenditures
required by-that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
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the amount that would otherwise be required under that subsection as
the number of months in the State’s first services program year bears
to twelve. ) )

(3) Notwithstanding paragraph (1) of this subsection or section
3(f), payments under title IV or section 2002(a)(1) of the Social
Security Act with respect to expenditures made prior to [February 1,]
July 1,1976, in connection with the provision of child day care services
in day care centers and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
regard to the requirements relating to staffing standards which are
imposed by or under section 2002(:5 (9) (A) (ii) of such Act, so long
as the staffing standards actually being applied in the provision of
the services involved (A) comply with applicable State law (as in
effect at the time the services are provided), (B) are no lower than
the corresponding staffing standards which were imposed or required
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center or group day care home, than the
corresponding standards actually being applied in such center or home
on September 15, 1975.

* * * * * * *

Excerpt From Public Law 94-120
* * * * * * *

Skc. 4. (a) Section 2003 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

“(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alccholism Prevention, Treatment, and Rehabilitation Act
of 1970 shall be applicable to services provided by any State pursuant
to this title with respect to individuals suffering from drug addiction
or alcobolism.”. . .

(b) (1) Section 2002(a) (7) of such Act is amended by adding at
the end thereof the following new sentence: “With regard to ending
the dependency of individuals who are alcoholics or drug addicts, the
entire rehabilitative process for such individuals, including but not
limited to initial detoxification, short term residential treatment, and
subsequent outpatient counseling and rehabilitative services, whether
or not such a process involves more than one provider of services, shall
be_the basis for determining whether standards imposed by or under
subparagraph (A) or (E) of this paragraph have been met.”.

(2) Section 2002(a) (11) of such Act is amended by—

(A) striking out “and” at. the end of clause (B) thereof,

(B) striking out the period at the end of clause (C) thereof
and inserting in lieu of such period *; and”, and

(C) adding after clause (C) thereof the following new clause:

“(D) any expenditure for the initial detoxification of an alco-
holic or drug dependent individual, for a period not to exceed 7
days, if such detoxification is integral to the further provision of
services for which such individual would otherwise be eligible
under this title.”. '

(3) Section 2002(a) (7) (A) of such Act is amended by inserting
“(except as provided in paragraph (11)(D))” immediately after
“other remedial care”.
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(4) Section 2002(a) (7) (E) of such Act is amended by inserting
“and paragraph (11)(D)” immediately after “paragraph (11)(C)”.

(¢) The amendments made by this section shall be etfective [only
for the period beginning October 1, 1975, and ending January 31,1976;
and, on and after February 1, 1976, sections 2002 (a) (7), 2002(a) (11),
and 2003 of the Social Security Act shall read as they would if such
amendments had not been made.] on and after October 1, 1975.

* * * & * L3 *

Excerpt from the Social Security Act, as amended

* £ * * ES * ES
TITLE XX—GRANTS TO STATES FOR SERVICES
* * L3 #* *# * *

PAYMENTS TO STATES
Sec. 2002(a) * * *

* #* # * * * #

(9) (A) No payment may be made under this section with respect
to any expenditure in connection with the provision of any child day
care service, unless—

(1) in the case of care provided in the child’s home, the care
meets standards established by the State which are reasonably in
accord with recommended standards of national standard-setting
organizations concerned with the home care of children, or

(11) in the case of care provided outside the child’s home, the
care meets the Federal interagency day care requirements as
approved by the Department of Health, Education, and Welfare
and the Oftice of Economic Opportunity on September 23, 1968;
except that (I) subdivision ITI of such requirements with respect
to educational services shall be recommended to the States and
not required, and staffing standards for school-age children in day
care centers may be revised by the Secretary, (II) the staffing
standards imposed with respect to such care in'the case of children
under age 3 shall conform to regulations prescribed by the Secre-
tary, [and] (III) the staffing standards imposed with respect to
such care in the case of children aged 10 to 14 shall require at
least one adult for each 20 children, and in the case of school-aged
children under age 10 shall require at least one adult for each
15 children, (V) the State agency may waive the staffing stand-
ards otherwise applicable in the case of o day care center or group
day care home in which not more than 20 per centum of the chil-
dren in the facility (or,in the case of a day care center, not more
than 5 children in the center) are children whose care is being paid
for (wholly or in part) from funds made available to the State
under this title, if such agency finds that it is not feasible to furnish
day care for the children, whose care is so paid for, in a day care
facility which complies with such staffing standards, and if the

day care facility providing care for such children complies with
applicable State standards, and (V) in determining whether appli-
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cable staffing standards are met in the case of day care provided
in a famely doy care home, the number of children being cared
for in such home shall include a child of the mother who is operat-
ing the home only if such child is under age 6,

except as provided in subparagraph (B). '

(B) The Secretary shall submit to the President of the Senate and
the Speaker of the House of Representatives, after December 31, 1976,
and prior to July 1, 1977, an evaluation of the appropriateness of the :
requirements imposed by subparagraph (A), together with any recom-
mendations he may have for modification of those requirements. No
earlier than ninety days after the submission of the report, the Sec-
retary may, by regulation, make such modifications in the require-
ments imposed by subparagraph (A) as he determines are appropriate.

(C) The requirements imposed by this paragraph are in lieu of
any requirements that would otherwise be applicable under section
522(d) of the Economic Opportunity Act of 1964 to child day care
services with respect to which payment is made under this section.

* * * * %* % *
Internal Revenue Code of 1954
% * * * * * %
| PART IV. CREDITS AGAINST TAX
* * , Ed * * % *

Svuspart C—Rures ror ComrpuTing CrREDIT FOR EXPENSES OF
Worx InceENTIVE Programs
See.
50A. Amount of credit.
50B. Definitions; special rules.

Seec. 50A. Amount of credit.

(2) DerERMINATION OF AMOUNT.—

(1) GeneraL RULE—The amount of the credit allowed by section
40 for the taxable year shall be equal to 20 percent of the work in-
centive program expenses {as defined in section 50B(a)).

(2) LiMITATION BASED ON AMOUNT OF TaXx.—Notwithstanding
paragraph (1), the credit allowed by section 40 for the taxable
year shall not exceed—

(A) so much of the liability for tax for the taxable year
as does not exceed $25,000, plus

(B) 50 percent of so much of the liability for tax for the
taxable year as exceeds $25,000.
T'he preceding sentence shall not apply to so much of the
credit allowed by section 40 as it is attributable to Federal
welfare recipient employment incentive expenses described in
subsection (a) (6) (B).

.{3) Liasrurry vor Tax.—For purposes of paragraph (2), the lia-
bility for tax for the taxable year shall be the tax imposed by
this chapter for such year, reduced by the sum of the credit
allowable under—

(A) section 33 (relating to foreign tax credit),
(B) section 35 (relating to partially tax exempt interest),
(C) section 37 (relating to retirement income),
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(D) section 38 (relating to investment in certain depreci-
able property), and o )

(E) section 41 (relating to contributions to candidates for
public office). )

For purposes of this paragraph, any tax imposed for the tax-
able year by section 56 (relating to minimum tax for tax pref-
erences), section 72(m) (5) (B) (relating to 10 percent tax on
premature distributions to owner-employees), section 408 (e) (re-
Iating to additional tax on income from certain retirement ac-
counts), section 402(e) (relating to tax on lump sum distribu-
tions), section 531 (relating to accumulated earnings tax), section
541 (relating to personal holding company tax}, or section 1378
(relating to tax on certain capital gains of subchapter S corpora-
tions), and any additional tax imposed for the taxable year by
section 1351(d) (1) (relating to recoveries of foreign expropria-
tion losses), shall not be considered tax imposed by this chapter
for such year. )

(4) Magrrriep inpIvIDUALS,—In the case of a husband or wife who
files a separate reburn, the amount specified under subparagraphs
(A) and (B) of paragraph (2) shall be $12,500 in lieu of $25,000.
This paragraph shall not apply if the spouse of the taxpayer has
no work incentive program expenses for, and no unused credit
carryback or carryover to, the taxable year of such spouse which
ends within or with the taxpayer’s taxable year.

(5) ContrOLLED GrOUPS.—In the case of a econtrolled group, the
$25,000 amount specified under paragraph (2) shall be reduced
for each component member of such group by apportioning
$25.000 among the component members of such group in such
manner as the Seeretary or his delegate shall by regulations pre-
scribe. For purposes of the preceding sentence, the term *con-
trolled group” has the meaning assigned to such term by section
1563 (a).

[(6) LiMITATION WITH RESPECT TO NONBUSINESS ELIGIBLE EM-
rroyEes.—Notwithstanding paragraph (1), the credit allowed by
section 40 with respect to Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during the
taxable year to an eligible employee whose services are not per-
formed in connection with a trade-or business of the taxpayer shall
not exceed $1,000.]

() LIMITATION WITH RESPECT T0 CERTAIN ELIGIBLE EMPLOYEES.—

(A) Nowsusivess rriciare EMPLOYEES.—N otwithstonding
paragraph (1), the credit allowed by section J0 with respect
to Federal welfare recipient employment incentive expenses
paid or incurred by the taxpayer during the toxable year to
an eligible employee whose services are not performed in
connection with a trade or business of the tawpayer shall not
emceed $1,000. :

(B) OnILD DAY CARE SERVICES FLIGIBLE EMPLOYEES.~-Not-
withstanding paragraph (1), the credit allowed by section 40
with respect to Federal welfare recipient employment in-
centive empenses paid or tncurred by the tampayer during
the tavable year to an eligible employee whose services are
performed in connection with a child day care services pro-
gram., conducted by the taxpayer, shall not exceed $1,000.
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(b) CarryBack anp Carrvover or UnNvusep CREDIT.—

(1) Arvowaxce o crepIT.—If the amount of the credit deter-
mined under subsection (a) (1) for any taxable year exceeds the
limitation provided by subsection (a) (2) for such taxable year
(hereinafter in this subsection referred to as “unused credit
year”), such excess shall be—

A)) a work incentive program credit carryback to each of
the 3 taxable years preceding the unused credit year, and
(B) a work incentive program credit carryover to each of
the 7 taxable years following the unused credit year,
and shall be added to the amount allowable as a credit by section
40 for such years, except that such excess may be a carryback only
to a taxable year beginning after December 31, 1971. The entire
amount of the unused credit for an unused credit year shall be car-
ried to the earliest of the 10 taxable years to which (by reason of
subparagraphs (A) and (B)) such credit may be carried, and
then to each of the other 9 taxable years to the credit that, because
of the limitation contained in paragraph (2), such unused credit
may not be added for a prior taxable year to which such unused
credit may be carried.

(2) Livuararron.—The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year shall not exceed the amount by which the limitation
provi(}ed by subsection (a)(2) for such taxable year exceeds the
sum of-— .

(A) the credit allowable under subsection (a) (1) for such
taxable year, and
(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and at-
tributable to taxable years preceding the unused credit year.
(¢) Earuy TerminaTioN oF EMPLOYMENT BY EMPLOYFR, ETC.—

(1) GexeraL ruLE—~Under regulations prescribed by the Sec-
retary or his delegate—

éA) ‘WORK INCENTIVE PROGRAM EXPENSES. If the employment

of any employee with respect to whom work incentive pro-

gram expenses are taken into account under subsection (a)

1s terminated by the taxpayer at any time during the first

12 months of such employment (whether or not consecutive)

or before the close of the 12th calendar month after the

calendar month in which such employee completes 12 months

of employment with the taxpayer, the tax under this chapter

for the taxable year in which such employment is terminated

shall be increased by an amount (determined under such

regulations) equal to the credits allowed under section 40

for such taxable year and all prior taxable years attributable

to work incentive program expenses paid or incurred with
respect to such employee. «

(B) CARRYBACKS AND CARRYOVERS ADJUSTED. In the case of

any termination of employment to which subparagraph (A)

aﬁ)phes, the carrybacks and carryovers under subsection (b)

shall be properly adjusted.
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(2) SUBSECTION NOT TO APPLY IN CERTAIN CASES.—
(A) Ix gexeraL. Paragraph (1) shall not apply to—

(i) a termination of employment of an employee who
voluntarily leaves the employment of the taxpayer,

(ii) atermination of employment of an individual who,
before the close of the period referred to in paragraph
(1) (A), becomes disabled to perform the services of
such employment, unless such disability is removed be-
fore the close of such period and the taxpayer fails to
offer reemployment to such individual, o _

(iiig a termination of employment of an individual, if
it 1s determined under the applicable State unemploy-

ment compensation law that the termination was due to

the misconduct of such individual, or

(iv) a termination of employment of an individual
with respect to whom Federal welfare recipient emgloy-
ment incentive expenses (as described in section 50B(a)
(2)(% are taken into account under subsection (a).

(B) CHANGE IN FORM OF BUSINESS, Erc. For purposes of
paragraph (1), the employment relationship between the tax-
payer and an employer shall not be treated as terminated—

(i) by a transaction to which section 381(a) applies,
if the employee continues to be employed by the acquiring
corporation, or )

(ii) by reason of a mere change in the form of con-
ducting the trade or business of the taxpayer, if the em-
ployee continues to be employed in such trade or business
and the taxpayer retains a substantial interest in such
trade or business. .

(3) Seprcian rure. Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes of
determining the amount of any credit allowable under subpart A.

(d) Fawwore To Pay Comrarapre Waces.—

(1) Generar roLe—Under regulations preseribed by the Secre-
tary or his delegate, if during the period described in subsection
{c) (1) (A), the taxpayer pays wages (as defined in section 50B
(b)) to an employee with respect to whom work incentive pro-
gram expenses are taken into account under subsection (a) which
are less than the wages paid to other employees who perform com-
parable services, the tax under this chapter for the taxable year
1n which such wages are so paid shall be increased by an amount
{determined under such regulations) equal to the credits allowed
under section 40 for such taxable year and all prior taxable years
attributable to work incentive program expenses paid or incurred
with respeet to such employee, and the carrybacks and carryovers
under subsection (b) shall be properly adjusted.

(2) SerciaL rRULE——Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes of
determining the amount of any credit allowable under subpart A.

(¢) Pavuenr iv Lirv or Orepir 170 Tax Exeupr ORGANIZATIONS.—

(1) Iv eenvprar—In the case of o State, any political subdivi-

sion thereof, or any organization described in section 501(c¢),
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which is exempt from tax under section 501(a) for the taxable
year, the Secretary or his delegate shall pay to each such govern-
ment, subdivision, or organization which files a claim during the
calendar year in the form, manner, and at the time prescribed by
the Secretary or his delegate by regulations, an amount deter-
mined under paragraph (2). Such poyment shall be made as
s00n as possible after the receipt of such claim.

(2) Awmovsyr or ravuenr—The amount payable to o State,
subdivision, or organization (hereafter referred to as a “tax exr-
empt entity”) under paragraph (1) for the calendar year shall be
equal to the amount of credit which such tax exempt entity would,
if it were liable for tax under this chapter, be allowed under sec-
tion 40, determined under sections 504 and 50B, for Federal wel-
fare recipient employment incentive expenses paid or incurred by
such entity during such year to an eligible employee whose services
are performed in connection with a child day care services pro-
gram of such entity. ‘

(3) Repavurnr—If an entity which receives a payment under
paragraph (1) takes any action which would result in on increase
of its tox under subsection (¢) or (d) of section 50A if suech entity
were liable for taw under this chapter, then such entity shall be
liable to the Secretary or his delegate for an amount equal to the
increased amount of tax which would be imposed wnder such
subsections.

(4) TrREATHENT 4S8 OVERPAYMENT OoF TAX —F 07 purposes of any
law of the United States, including section 101 of the Treasury
Department Appropriation Act of 1950, any payment made under
this section shall be considered to be a refund of an overpayment
-of the tax imposed under this chapter.

Sec. 50B. Definitions; special rules,

(a) Work InceNTive Proaram EXPENSES.—
(1) Ix eenEraAL—For purposes of this part, the term “work in-
centive program expenses’” means the sum of—

(A). the amount of wages paid or incurred bv the faxpaver
for services rendered during the first 12 months of employ-
ment (whether or not conseentive) of employees who are
certified by the Secretary of Labor as—

(i) having been placed in employment under a work
incentive program established under section 432(b) (1)
of the Social Security Act, and
(ii) not having displaced any individual from em-
ployment, plus
_ (B)_ the amount of Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during
the taxable year. a
[{2) Derinitiox.—For purposes of this section, the term “Fed-
eral welfare recipient employment incentive expenses” means the
amount of wages paid or incurred by the taxpayer for services
rendered to the taxpayer before July 1, 1976, by an eligible
employee.J
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(2) Derivirions—For purposes of this section, the term “Fed-
eral welfare recipient employment incentive expenses” means the
amount of wages paid or incurred by the taxpayer for services
rendered to the tawpayer by an eligible employee—

(A) before July 1,1976, or

(B) in the case of an eligible employee whose services are per-
formed in conmection with a child day care services program of
the taxpayer, before J anuary 1, 1981.

(3) Excruston.—No item taken into account under paragraph
(1) (A) shall be taken into account under paragraph (1) (B). No
item taken into account under paragraph (1) (B) shall be taken
into account under paragraph 1(A).

(b) Waces.—

For purposes of subsection (a), the term “wages” means only cash
remuneration (including amounts deducted and withheld).

(¢) LIMITATIONS~ ]

(1) TrADE OR BUSINESS EXPENSES,—No item shall be taken into
account under subsection (a) (1) (A) unless such item is incurred
in a trade or business of the taxpayer.

(2) Rermpursep ExpENSES.—No item shall be taken into ac-
count under subsection (a) to the extent that the taxpayer is reim-
bursed for such item.

(8) GEOGRAPHICAL LIMITATION.—No item shall be taken into ac-
count under subsection (a) with respect to any expense paid or
incurred by the taxpayer with respect to employment outside the
United States.

(4) MAXIMUM PERIOD OF TRAINING OR INSTRUCTION.—No item
with respect to any employee shall be taken into account under
subsection (a) (1) (A) after the end of the 24-month period be-
ginning with the date of initial employment of such employee by
the taxpayer.

(5) InevicibLE INDIVIDUALS.—NoO item shall be taken into ac-
count under subsection (a) with respect to an individual who—

(A) bears any of the relationships described in paragraphs
(1) through (8) of section 152(a) to the taxpayer, or. if the
taxpayver is a corporation, to an individual who owns directly
or indirectly, more than 50 percent in value of the ontstanding
stock of the corporation (determined with the application of
section 267 (c)).

(B) if the taxpayer is an estate or trust, is a grantor, bene-
ficiarv, or fiduciarv of the estate or trust, or is an individual
who hears any of the relationships deseribed in paragraphs
(1) through (8) of section 152{a) to a grantor, beneficiary,
or fiduclary of the estate or trust, or

(C) is a dependent (described in section 152(a) (9)) of the
taxpaver, or, if the taxpayer is a corporation, of an individual
described in submaragraph (A), or. if the taxpayer is an
estate or trust, of a grantor, beneficiary, or fiduciary of the
estate or trust.

(d) Suncuarrer S CORPORATIONS.—

In case of an electing small business corporation (as defined in sec-
tion 1871)—-
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(1) the work incentive program expenses for each taxable year
shall be apportioned pro rata among the persons who are share-
holders of such corporation on the last day of such taxable year,
and '

(2) any person to whom any expenses have been apportioned
under paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

(e) Estates axp Trusts.— :
In the case of an estate or trust—

(1) the work incentive program expenses for any taxable year
shall be apportioned between the estate or trust and the benefici-
arie}f on the basis of the income of the estate or trust allocable to
each,

(2) any beneficiary to whom any expenses have been appor-
tioned under paragraph (1) shall be treated (for purposes of
this subpart) as the taxpayer with respect to such expenses, and

(3) the $25,000 amount specified under subparagraphs (A) and
(B) of section 50A.(a) (2) applicable to such estate or trust shall
be reduced to an amount which bears the same ratio to $25,000 as
the amount of the expenses allocated to the trust under para-
graph (1) bears to the entire amount of such expenses.

(f) Limrtarions WrreH Reseecr 10 CerTATN PERSONS.—
In the case of—

(1) an organization to which section 598 applies,

(2) a regulated investment company or a real estate investment
trust subject to taxation under subchapter M (section 851 and
following), and

(3) & cooperative organization described in section 1881(a),

rules similar to the rules provided in section 46(e) shall apply under
regulations prescribed by the Secretary or his delegate.
(g) Ericiere EMproYEE.—

(1) Ericiere eMpLoYEE.—For purposes of subsection (a) (1)

(B). the term “eligible employee” means an individual—
(A) who has been certified by the appropriate agency of
State or local government as being eligible for financial assist-
ance under part A of title IV of the Social Security Act and
as having continuously received such financial assistance dur-
ing the 90 day period which immediately precedes the date
on which such individual is hired by the taxpayer.
(B) who has been employed by the taxpayer for a period
]ion excess of 30 consecutive days on a substantially full-time
asis,
(C) who has not displaced any other individual from em-
ployment by the taxpayer, and
(D) who is not a migrant worker.
The term “eligible employee” includes an employee of the tax-
payer whose services are not performed in connection with a trade
or business of the taxpayer.,

(2) MicranT worKER—For purposes of paragraph (1), the
term “migrant worker” means an individual who is employed for
services for which the customary period of employment by one
employer is less than 30 days if the nature of such services requires
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that such individual travel from place to place over a short period
of time.
(h) Cross REFERENCE.— . o _
For application of this subpart to certain acquiring corporations,
see section 381(c) (24).

& * * & * * *

Sec. 6201, Assesment authority.
(2) AUTHORITY OF SECRETARY OR DELEGATE.
% % * % * % %

(4) Erroneous credit under section 39, 40, or 43. If on any return
or claim for refund of income taxes under subtitle A there is an
overstatement of the credit allowable by section 39 (relating to cer-
tain uses of gasoline, special fuels and lubricating oil), 40 (relating
to expenses of work incentive programs), or section 43 (relating to
earned income), the amount so overstated which is allowed against
the tax shown on the return or which is allowed as a credit or refund
may be assessed by the Secretary or his delegate in the same manner as
in the case of a mathematical error appearing upon the return.

Sec. 6401. Amounts treated as overpayments.

(a) ASSESSMENT AND COLLECTION AFTER LIMITATION PERIOD.

The term “overpayment” includes that part of the amount of the
payment of any internal revenue tax which is assessed or collected
after the expiration of the period of limitation properly applicable
thereto.

(b) EXCESSIVE CREDITS. ) _

If the amount allowable as credits under sections 31 Syelatmg to
tax withheld on wages), 39 (relating to certain uses of gasoline, special
fuels, and lubricating oil), 40 (relating to expenses of work incentive
programs) but only to the extent that such expenses are based on the
employment of an individual in connection with a child day care serv-
ices program of the tawpayer, 43 (relating to earned income credit),
and 667(b) (relating to taxes paid by certain trusts) exceeds the tax
imposed by subtitle A (reduced by the credits allowable under sub-
part A of part IV of subchapter A of chapter 1, other than the credits
allowable under sections 31, 39, 40, and 43), the amount of such excess
shall be considered an overpayment.

* * s * * % %



MINORITY VIEWS

We cannot support H.R. 9808, as amended and ordered reported by
the Committee on Finance. While we do not question the need for
prompt and effective congressional action with respect to the current
controversy over the staffing requirements for child day care centers
funded under title XX of the Social Security Act, we do disagree
with the particular legislative response fashioned by the committee
and thus are compelled to oppose the bill as reported.

To place this legislation, and our objections to it, in their proper
perspective, a brief review of the manner in which the current con-
troversy developed is necessary. The Social Services Amendments of
1974 generally consolidated social services programs, including child
care, Into a new title XX of the Social Security Act. A principal pur-
pose of title XX was to provide States with a substantial degree of
flexibility as to the types of social services to be provided. To achieve
this flexability, $2.5 billion in Federal funds were made available
annually to the States and this amount was to be allocated among the
various States on the basis of population for social services programs
selected by the individual States. Although title XX was in many
respects designed to assure State flexibility in the use of social serv-
ices funds, the Congress in 1974 did codify into the Social Security
Act certain specific staffing requirements for child care programs
funded under title XX. Additionally, the Department of Health,
Education, and Welfare (HEW), was authorized to issue regulations
preseribing certain additional stafling ratios.

The issue of proper stafing levels for child care programs was, and
continues to be, one with respect to which opinions, even among ex-
Ferts, differ widely. Responsive to this particular aspect of the prob-
em, the 1974 legislation directed HEW to study the entire question
of staffing ratios and report to the Congress during the first 6 months
of 1977. Any changes in the staffing ratios proposed by HEW as the
result of its study could not be implemented until 90 days after the
study and proposals are transmitted to Congress.

The problems which now confront the Congress and require action
prior to completion of the HEW study arise because, in the 1974 legis-
lation, Congress directed that these staffing ratios be met by October 1,
1975 (and continuously thereafter) in order for child day care pro-
grams to qualify for Federal funding under title XX. Under the 1974
legislation, HEW is required to terminate all Federal reimbursement
for any individual day care provider not in compliance with-the staff-
ing requirements. W T ST

As the October 1, 1975, effective date approached, it was apparent
that only a few States would in fact bé-in compliance with the staffing
ratios. To avoid potential terminations of Federal funding under title
XX and the possible closing of day care centers; the Hoaze passed
legislation to postpone the October 1, 1975, effective date for 6 months
to April 1, 1976. The Senate agreed to a l-month extension and the
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House-Senate conference compromised at 4 months. Thus, absent
further congressional action, the staffing ratios are scheduled to take
effect on February 1, 1976,

From among the various alternatives available to it, the committee
has decided to retain the existing staffing standards, and to assist States
in meeting those standards by allocating an additional $250 million
annually in title XX funds. The committee also agreed to a tax credit—
to which we have no objection—to encourage compliance with these
standards through the employment of welfare recipients. We cannot
support the committee bill in its present form for several reasons.

- Qur first, and in some respects most fundamental, objection to the
committee bill is its implicit assumption that the underlying stafling
standards must remain intact and be applied on a mandatory basis na-
tionwide. As 8 matter of principle, we have serious reservations about
the appropriateness of federally mandated nationwide staffing require-
ments. We remain unconvinced that the individual States are unable
to determine, given local circumstances, what staff to child ratios are
appropriate for quality day care services. That such uniform stand-
ards cannot possibly take into account all local variations and needs is
manifest from this very bill, which creates two exceptions to meet local
conditions. But there is no assurance that other local problems do not
exist. We also believe that citizens who are actively concerned with the
quality of day care may well have a greater opportunity to participate
in the process at the State level.

These philosophical concerns about mandatory and uniform Fed-
eral staffing standards are heightened in this particular situation by the
widespread doubt about the appropriateness of the existing standards.
The Office of Child Care is now engaged—at our direction—in a com-
prehensive study of the stafing standards issue. Until that study is
completed, we lack data sufficient to demonstrate whether and to what
extent various stafling standards have an effect on the welfare of the in-
dividual child. Unless and until we can answer these questions, we
simply cannot determine whether any type of national standard is
necessary and, if so, what type of standard is needed. Thus, even if
mandatory Federal staffing standards might, like fire and safety stand-
ards, ultimately prove to be appropriate, we clearly lack the factual
basis necessary for an informed judgment at this time. For these rea-
sons, we supported a motion in committee to remove the mandatory
staffing standards. This motion was defeated on a 9-9 tie vote and we
thus find ourselves confronted with legislation imposing mandatory
standards of whose efficacy we are uncertain.

Even if we were to agree that the standards themselves should not be
eliminated at this time, we still have serious reservations about the
allocation of $250 million annually to the States under title XX. While
we sapport the concept of o tax eredit to encourage the employment of
welfare recipients, the authorization of additional title XX funds,
particularly at this time, concerns us.

To the extent these additional funds are to be justified as necessary
to permit State compliance with the staffing ratios, we are, as we have
noted, in the position of providing Federal subsidies of standards
whose validity is sufficiently in question to warrant Federal expendi-
tures for a comprehensive study to determine whether those standards
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are appropriate. At a time when Federal funds will be available for
fow iggnypnew programs, it is difficult for us to justify funds for com-
pliance with standards few can defend. We also note that not all of
the additional funds are targeted to those States not now in substan-
ial compliance with staffing standards, but instead are to be allocated
in accordance with population ﬁgﬁlres. Thus, for States not now 1n
compliance, the relief offered by the legislation may well be illusory.
Whatever the merits of the argument that the funds should not be so
targeted, it is a plain fact that the bill in reality is little more than a
simple increase in title XX funds. If this is to be done, it should more
preferably be done after the Congress, through its budget process, de-
termines what programs, if any, merit an allocation of additional Fed-
eral funds and what programs should be returned to the States.
For the foregoing reasons, we cannot support the committee bill.
We emphasize again, however, that our disagreement is not with the
decision to recommend legislation, but rather is with the particular
legislative remedy fashioned by the committee. We also_emphasize
that, even if some Federal standards are to be retained, other options
were available to the committee. To illustrate, the committee could
have acted to impose less restrictive staffing standafds, to have post-
poned the effective date of the standards until the HEW study has beex}’
completed, or to provide for something less than an “atomic bom
type of penalty for noncompliance during the period Erecedmg com-
pletion of the HEW study. We recognize that none o these alterna-
tives is a perfect solution to the problems that now confront us. Never-
theless, we believe that many of these problems are traceable to the
congressional decision in 1974 to impose stafling standards when we
were unsure of their efficacy. Pending completion of the HEW study,
however, we must make the best of what concededly is a bad situation.
Hopefull , when this legislation is debated in the Senate, and later
considered by the House, a better interim solution can be found. We

.

~ shall work toward such a solution and, if it can be developed, we shall

support it.
PP Care T, Curtis.
Pavr Faxwiw.
Crorrorp P. HanseN,
Bos Dore.
‘Wiraam V. Rorm, Jr.
B, Brook.



ADDITIONAL VIEWS OF SENATOR PACKWOOD

In the Finance Committee, I proposed an amendment to H.R.
9803, which was defeated by a tie vote, to delete implementation of
Federal day care staffing ratios.

In light of the differing needs of the various States, and the lack
of consensus among day care professionals, I am concerned that nu-
tionwide imposition of these standards could actually cause day care
to deteriorate by interfering with the exercise of reasonable discretion
by people responsible for providing high-quality care at the State and
local level. For these reasons, I will attempt to amend ILR. 9803,
which provides for additional day care funding, by deleting imple-
mentation of the stafiing ratios.

The Finance Committee, in agreeing to provide an additional $250
million for day care under title XX, demonstrated that it is prepared
to accept responsibility for assuring that States provide high quality
day care for children eligible for title XX benefits. However, in 1ts 9-9
tie vote on the amendment offered by me to return the decision over
staffing ratios to the States, the committee showed that it could not
agree on the question whether there should be immediate, nationwide
implementation of one particular set of staffing ratios. .

For years, we have heard day care professionals disagree over the
optimum number of children per staff member. The only areas of
general agréement are that fixed ratios alone cannot insure quality day
ca,ll;g, and that they are at best difficult to determine, and at worst
arbitrary. ( - ; ' :

Different staffing ratios have been proposed by Members of Congress
and well-informed citizens, In an attempt to resolve this question,
Congress, in title XX, instructed the Department of Health, Educa-
tion and Welfare to study the question of appropriate stafling ratios,
and to make recommendations to us no later than the first six months
of 1977, At this time, however, the controversy over the numbers still
exists. PR

In addition to the disagreement over which stafing ratios are the
best, there are differences between States as to whether additional child
care funding should be used to augment the staff at one facility, or to
open a new facility at a different site to enable additional children to
receive day care. The imposition of national standards at this time can
only interfere with that tvpe of decisionmaking.

In 1973, T supported Senator Mondale’s amendment to title XX to
require States to meet the Federal day care standards. T did this in part
because the Director of Children’s Services of the State of Oregon said
that the Federal standards are reasonable enough, and that Oregon in-
tended to comply, whether or not the standards were mandated by Fed-
eral law. Since then, Oregon has used 30 percent of its title XX funds
for day care. Its good faith is shown by the fact that Oregon only needs
a minimal amount of funding to comply fully with the new Federal
standards currently scheduled to become effective February 1, 1976.

(34)
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Now, however, the Oregon Division of Children’s Services believes
that it can best meet the day care needs of its children if it ig not com-
pelled to meet federally-imposed day care staffing ratios. 1 support
their position, because we in Washington cannot claim any greater
wisdom or sensitivity for the role of stafling ratios in ﬁrope.r day care
management in each community than the people in that community.

The arcuments for revenue sharing are similar to the arguments for
my amendment. T support revenue sharing because it enables people to
fight local problems through the governments closest to them. The
funds are used according to local needs in the areas of education, law
enforcement, transportation, social services, health, the environment,
and recreation. Revenue sharing money is distributed with a minimum
of Federal “strings.” Yet, I have heard no criticism that day care cen-
ters, senior citizens centers, or other social services funded with revenue
sharing are “low quality.” i .

For these reasons, 1 believe that H.R. 9803, which provides for an
additional $250 million for title XX day care programs, should be
amended to return the power to set staffing ratios to the States. I will
attempt to amend it by deleting implementation of the staffing ratios
now scheduled to be effective February 1, 1976,

Boe Pacrwoop.



ADDITIONAL VIEWS OF SENATOR BROCK

There is a viable alternative to the two positions assumed by other
members of the committee with regard to the staffing standards of P.L.
93-647, which this bill addresses. Rather than supporting or opposing
all standards, the question should be, “Which standards, if any, ac-
tually have an impact on the health, safety, or proper development of
children in day care ?”

The Federal Government’s role in mandating health and safety
standards is fairly well accepted presumably because the purposes and
effects are obvious. Factual information on the beneficial or negative
effects on children of various staff/child ratios or caretaker certifica-
tion levels and so forth is not presently available. Such data are being
collected at the present time by a series of studies being conducted by
the Office of Child Development. Preliminary results are expected by
the fall of 1976 and more complete results the following year.

There is no point in the Federal Government establishing day care
standards to protect children if those standards prove to have nothing
to do with the welfare of those children. I am in favor, however, of
mandating standards that can be shown to benefit the children for
whom they are designed. Moreover, I wish to be on record as support-
ing a continuing role for the Federal Government in conducting the
research that will provide the States and the Federal Government with
the information they need to formulate the best possible decisions
in this regard.

Brn Brock.
(36)
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Mr. ULLMaN, from the committee of conference, /<. v e
submitted the following fo " ‘2
{ "; BT i

CONFERENCE REPORT Ny

[To accompany H.R. 9803]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 9803) to
postpone for six months the effective date of the requirement that a
child day care center meet specified staffing standards (for children
between six. weeks and six years old) in order to qualify for Federal
payments for the services involved under title XX of the Social
Security Act, so long as the standards actually being applied comply
with State law and are no longer than those in effect in September
1975, having met, after full and free conference, have agreed to recom-
mend and do recommend to their respective Houses as follows:

That the House recede from its disagreement to the amendment of
the Senate to the text of the bill and agree to the same with an amend-
ment as follows: .

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

That (a) the Congress finds and declares— :

(1) that the Social Services Amendments of 197} set standards
for child care under the Social Security Act which will require
many child care providers to substantially increase their staff over
existing levels; -

(2) that in such cases compliance with these standards will re-
quire a substantial increase in the present level of expenditures
for child care; and ,

(3) that adequate funding to meet these additional child care
expenditures required by the Social Services Amendments of 157}
8 not presently available.

(b) 1t is therefore the purpose of this Act to provide the additigne,
funding which will make possible the implementation of the ne &bfla Ro ¢
care standards without severely curtailing the availability ¢f,child

care services.

-
-
o
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Skc. . Section 7 (a) (3) of Public Law 93647 is a i
ouz; ‘f[f'eobmary 1,” and inserting in lieu tkereif “Ju”;;?i’({?d Py shriking
Skc. 3. (a) For purposes of title XX of the Social Se’m%zfy Act, the
an}tm;:at of the limitation (zmgosed by section 2002 (a) (2) of such z’ict)
Iwg 7%6'0 s applicable to any State for the fiscal year ending June 30
78, }n‘ which is applicable to any State for the ﬁgcaz period begmﬂiﬂg;
y 1, 1976, and ending September 30, 1976, shall be deemed to be
equal to whichever of the following is the lesser:
(1) ?Z )aozzgmt equal to—
per centum of the amount of the Limitation so im-
posed (as determined without re ) ; ;
cas(%?)f %h oo g o gard to this section) in the
per centum of the amount of the limitation so im-
posed (as determined wit. : ! ; '
(ng e ﬁseauigzpeﬂod, jzrowf regard to this section) in the
an amount equal to (A) 100 per centum of such limitation
;;:7: such_fiscal year or period (as determined wjjithowt regard to
w8 section), plus (B) an amount equal to the sum of () 80 per
fimmm of the total amount of expenditures (I) which are made
uring such fiscal year or period in conmection with the provision
of any child day care service, and (11) with respect to which Py~
me?it i authorized to bz made to the State under such title for
sucmeﬁscal year or period, and (i) the aggregate of the amounts
;)f h.grants, made by the State during such fiscal year or period
; 0 %k ich the provisions of subsection (c) (1) are applicable, - ’
Szgz: Y The };ddzézmzal Federal funds which become payable to any
Sta e for the fiscal year or fiscal period specified in subsection (a) by
on of the provisions of such subsection shall, to the mawsmum,
extent that the State determines to be feasible, be employed in such
70:(1’)3?’,/2;0 (;3 mio ezcrease_th_e employment of welfare recipients and other
sow-inag P rsofng tn jobs related to the provision of child day care
(¢) (1) Subject to paragraph (2), sums granted by a State
qualified provider of child day care services %as deﬁmg in paz;;::pz
g 3)(A)) during the last quarter of the fiscal year specified in subsec-
ion (a) or dgmng the fiscal period so specified, to assist such pro-
vider in meeting its Federal welfare recipient employment incentive
expenses (as defined in paragraph (3) (B)) with respect to individ-
uals employed in jobs related to the provision of child day care serv-
z,icex i one or more child day care facilities of such provider, shall be
eemed, for purposes of title XX of the Social Security Aet, to consti-
tute expenditures made by the State, in accordance with. the require-
ments and conditions imposed by such Act, for the provision of serv-
tres directed at one or more of the goals set forth in clauses (A)
through (E') of the first sentence of section 2002(a) (1) of such Act.
With respect to sums to which the preceding sentence is applicable
‘(‘ %z;‘;er qigfgthg 'oft;:';e provisions of paragraph (2)), the figure
s @8 ained in rst sentence of -secti
Act, shall bs deemed to reaf? “1007. of section 9002(&) (1) of such
(2) The provisions of paragraph (1) shall not be applicable—
(4) 2o the amount, if any, by which the aggregate of the swms
(as described in such paragraph) granted by any State during the

SO———
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fiscal year or fiscal period specified in subsection () exceeds the
amount by which such State’s limitation (a8 referred to in sub-
section (@) ) is increased pursuant to such subsection for such fiscal
year or period, or .

(B) with respect to any grant mads to a partioular qualified
provider of child day care services to the ewtent that (as de-
termined by the Secretary) such grant is or will be used—

(i) to pay wages to any employee at an annual rate n
ewcess of $5000, in the case of a public or nonprofit private
provider, or

(#) to pay wages to any employee at an annual rate mn ex-
cess of $4,000, or to pay more than 80 per centum of the wages
of any employee, in the case of any other provider.

(3) For purposes of this subsection— ,

(A) the term “qualified provider of child dey care services”,
when used in reference to a recipient of a grant by a State, in-
cludes a provider of such services only if, of the total number of
children receiving such services from such provider in the facility
with respect to which the grant is made, af least 20 per centum
thereof have some or all ofg the costs for the child day care serv-
ices so furnished to them by such provider paid for under the
State’s services program conducted pursuant to title XX of the
Social Security Act; and

(B) the term “Federal welfare recipient employment expenses”
means expenses of a qualified provider of child day care services
which constitute Federal welfare recipient employment incentive
expenses as defined in section 50B(a) (2) of the Internal Revenue
Code of 1954, or which would constitute Federal welfare recipient
employment incentive expenses as 8o defined if the provider were
a tazpayer entitled to a credit (with respect to the wages in-
volwed) under section 40 of such Code.

(d) (1) In the administration of title XX of the Social Security Act,
the figure “76”. as contained in the first sentence of section 2002(a) (1)
of such Act, shall, subject to paragraph (2), be deemed to read “80”
for purposes of applying such sentence to expenditures made by a State
for the provision of child day care services during the fiscal year or
fiscal period specified in subsection (a).

(8) The total amount of the Federal payments which may be paid

 to any State for such fiscal year or fiscal period under title XX of the

Social Security Act, with the application of the provisions of para-

graph &) , shall not exceed an amount equal to the excess (¢f any) of—

Y the amount by which such State’s limitation (as referred to

in subsection (a)) s increased pursuant to such subsection for

such year or period, over :

(B) the aggregate of the amounts o the granis, made by the

State during such year or period, to which the provisions of sub-
section (¢) (1) are applicable. V

Skc. 4. (a) At the earliest practicable date ofter the date of enact-

ment of this section (but in no event later than 45 days after the date

of such enactment) the Secretary of Health, Education, and Welfare

shadl determine the amount of additional Federal funds (if any) which

are needed by the States in 'order to enable them to comply with the
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requirements imposed by or under section 2002(a) (9) (A) (i) of the
Social Security Act—
(1) for the fiscal year ending June 30, 1976, and
(2) for the fiscal period beginning July 1, 1976, and ending
September 30, 1976. '
(0) If the aggregate of the amounts determined by the Secretary to
be needed by the States is equal to— ;
: (1) in the case of the fiscal year ending June 30, 1976, $12,500,-
000, or .
(2) in the case of the fiscal period beginning July 1, 1976, and
ending September 30,1876, $12 500,000,
then the Secretary shall increase the amount of the limitation (ém-
posed by section 2002 (a) of the Social Security Act and determined
after application of the preceding sections of this Act) a%licable
to each State which is determined by the Secretary under subsection

(@) to be in need of additional funds for such fiscal year or such

fiscai period (as the case may be) by an amount equal to the amount
of the additional funds so needed by such State for such year or
period. If the aggregate of the amounts so determined by the Secre-
tary for such fiscal year or fiscal period (as the case may. be) is
i excess of the amount specified under clause (1) or (2) of the
preoedén&lsemxenoe with respect to such year or period, then the Sec-
retary shall increase the amount of the limitation (referred to in
the preceding sentence) of each such State in the manmer pro-
vided in such sentence, except that the amount of increase of each
such State shall be proportionately reduced by such amount as is
necessary to reduce. the aggregate of the increases to the applicable
dollar amount specified in cgcmse (1) or (2) of the preceding sentence.
If the aggregate of the amounts so determined by the Secretary for
fiscal year or fiscal period (as the case may be) is less tham the
dollar amount specified under clause (1) or (2) of the first sentence
with respect to such year or period, then the Secretary shall increase
the amount of the limitation (referred to in the first sentence of this
subsection) of each such State in the manner provided in such sentence,
and an amount equal to the difference between such dollar emount
and the aggregate of the amounts so determined by the Secreta
for such fiscal year or fiscal period shall be used to increase, for suc
year or period, the amount of the limitation (referred to in the first
sentence of this subsection) of all States, with the amount of increase
applicable to each State being determined on the basis of po ton
in like manner as is prescribed under section 2002(a) (2) (4) of the
Social Security Act.

Sec. &. (a) Section 504 (&) of the Internal Revenue Code of 1964
(relating to amount of credit for work incentive program evpenses)
is amended— :

(1) by adding at the end of paragraph (2) the following
new sentence : “The preceding sentence shall not apply to so much
of the credit allowed by section 40 as is attributable to Federal
welfare recipient employment incentive expenses described in sub-
section (a) (6)(B).”, and

(2) by striking out paragraph (6) and inserting in lieu thereof
the following: : :

el
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“(6) LimiTaTION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOY-

EES— , .
“(A) No~NBUSINESS ELIGIBLE EMPLoYEES.—N otwithstending

paragraph (1), the credit allowed by section 40 with respect
to Federal welfare recipent employment incentive expenses
paid or incurred by the tawpayer during the tawable year to
an eligible employee whose services are not performed in
connection with a trade or business of the taxpayer shall not
exceed $1,000.

“(B) CHILD DAY CARE SFRVICES FLIGIBLE EMPLOYEES.—
Notwithstanding paragraph (1), the credit allowed by sec-
tion J0 with respect to Federal welfare recipient employment
incentive expenses paid or incurred by the tawpayer auring
the taxabe year to an eligible emplogee whose services are per-

ormed in conmection with a child day care services program,
conducted by the tazpayer, shall not exceed §1 000.”. )
(b) Section 50B (@)(2) of such Clode (relating to definitions ; special
rules) is amended to read as follows : ) .

“(2) Drrivirions—For purposes of this section, th’e term
‘Federal welfare recipient employment incentive expenses’ means
the amount of wages paid or incurred. by the taxpayer for sery-
ices rendered to the tuzpayer by an eligible employee—

“(A) before July 1,1976, 0r

“(B) in the case of an eligible employee whose services .

are performed in connection with a child day care services
program of the taxpayer, before October 1, 1978..

(¢) The amendments made by this section with respect to Federal
welfare recipient employment incentive ewpenses paid or incurred by
the tawpayer to an eligible employee whose services are performed
in conmection with a child day care services program of the taxpayer
shall apply to such ewpenses paid or incurred by a taxpayer to an
eligible employee whom such taxpayer hires after the date of the
enactment of this Act. ) .

Skc. 6. (a) Section 2002(a) (9) (A) (42) of the Social Security Act
8 amend

(1) by striking out “and” at the end of clause (II), and

(2) by adding after the comma at the end of clause (IIT) the
following : “(IV) the State agency may waive the staffing stand-
ards otherwise applicable in the case of a day care center or group
day care home in which not more than 20 per centum. of the
children in the facility (or, in the case of a day care center, not
more than b children in the center) are children whose care is
being paid for (wholly or in part) from funds made available to
the State under this title, if such agency finds that it is not feasible
to furnizh day care for the children, whose care is so paid for,
in @ day care facility which complies with such staffing standards,
and if the day care facility providing care for such children com-
plies with applicable State standards, and (V) in determining
whether applicable staffing standards are met in the case of day
care provided in a family day care home, the number of children
being cared for in such home shall include a child of the mother
who is operating the home only if such child is wnder age 6,”.
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(b) The amendments made by subsection (a) shall, insofar as such
amendments add a new clause (V') to section 2002 (a) (9) (A) (i) of the
Social Security Act, be effective for the period beginning October 1,
1975, and ending September 30,1976 ; and on and a fger October 1,1976,
section 2002(a)(9) (4) (i) of the Social Security Act shall read as
it would if such amendments had not been made.

y gSl‘w. 7. Section 4(c) of Public Law 94~120 is amended to read as
ollows :

“(e) The amendments made by this section shall be effective on and
after October 1, 1975.7.

And the Senate agree to the same.

That the House recede from its disagreement to the amendment of
the Senate to the title of the bill, and agree to the same.

AL UrLiman,

James C. Cormax,

C. B. Ranesr,

F. Srarg,

Jor D. WageonneEr, Jr.,
Managers on the Part of the House.

Russery B. Loxe,

Vance HARTKE,

A. RiBicorr,

W. F. MonpALE,

W. D. Harnaway,
Managers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendments
of the Senate to the bill (H.R. 9803) to postpone for six months the
effective date of the requirement that a child day care center meet
specified staffing standards (for children between six weeks and six
years old) in order to qualify for Federal payments for the services
involved under title XX of the Social Security Act, so long as the
standards actually being applied comply with State law and are no
longer than thoese in effect in September 1975, submit the following
joint statement to the House and the Senate in explanation of the
effect of the action agreed upon by the managers and recommended
in the accompanying conference report : ~

The House bill provided for the suspension until April 1, 1976, of
Federal staffing standards for the care of preschool children in child
care facilities receiving funding under the Social Security Act. The
Senate amendment provided that these standards will be suspended
until July 1, 1976, The conference substitute suspends the standards
until July 1, 1976. :

The Senate amendment added a statement of findings and purpose
to the effect that the new child care standards will require increased
expenditures and that the purpose of the bill 1s to provide funding to
meet these added costs. The conference substitute includes this
statement.

The Senate amendment added a provision which would increase the
$2.5 billion limit on Federal funding for social services programs by
$250 million annually beginning with fiscal year 1977 (with $125
million in fiscal year 1976 and $62.5 million for the July-September
1976 transition quarter). The additional funds would be available only
for matching State child care expenditures and 80 percent of the funds
(prior to the fiscal year beginning October 1, 1977) would be allocated
among the States on the basis of State population. The Senate amend-
ment required that the new funds be used in such a way as to increase
the employment of welfare recipients and other low-income persons in
child care related jobs to the maximum extent feasible as determined by
the States. The conference substitute provides that $62,5 million in
additional Federal child care funding will be available for fiscal 1976
and $62.5 million for the July-September transition quarter. No fund-
ing is provided beyond September 30, 1976. )

The Senate amendment permitted States to use a part of the addi-
tional funding to reimburse providers of child care for the costs of
employing welfare recipients. Under the Senate provisions, the
amount payable to a cualified provider could not exceed $4,000 (an ad-
ditional $1,000 in Federal funding would be available as a tax credit
or, in the case of public and nonprofit providers, as a Treasury Depart-
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ment payment in lieu of tax credit). These payments could be made
only to child care providers having a clientele at least 20% of which is
composed of children receiving child care funded under the Social
Security Act. The conference substitute generally follows the Senate
provision except that payments to public and nonprofit providers
could be made up to amounts equal to $5,000 per year per employee.
(Stéch )providers would not be eligible for a payment in lieu of the tax
credit.

The Senate amendment provided that the additional social services
money available for child care would be eligible for matching State
expenditures at an 80% rate rather than the current-law rate of 75%.
The conference substitute accepts this Senate provision. '

The Senate amendment provided that 20% of the additional fund-
ing available in fiscal year 1976, the July-September 1976 transition
quarter, and fiscal year 1977 would be allocated by the Secretary of
Health, Education, and Welfare to States which he determines to need
additional funds because of special difficulty in meeting the child care
standards. Funds set aside for special needs ‘but not used would be real-
located on the basis of State population. The conference substitute
includes this provision with respect to the additional funding provided
for fiscal 1976 and the transition quarter,

The Senate amendment extended the work incentive program ex-
pense credit allowed by section 40 of the Internal Revenue Code of
1954 to permit a credit for a portion of the wages paid to an individual
who is a Federal welfare recipient who is employed in connection with
a child day care services program, and made several other changes in
the rules applicable to the computation of the credit allowable for
expenses of employing such an individual. Specifically— '

(1) the limitation on the amount of the credit allowable for
work incentive program expenses under section 50A (a) (2) of the
Code, which limits the maximum credit to $25,000 plus 50 percent:
of tax lability in excess of $25,000, would not apply to so much
of the credit as is attributable to Federal welfare recipients em-

loyed in connection with a child day care services program;

(2) the amount of the credit allowable for wages paid to any
particular Federal welfare recipient could not exceed $1,000;

(3) the credit would be allowed to a State, a political subdivi-
sion of a State, or a tax-exempt organization;

(4) the credit is allowed for wages paid to such a Federal wel-
fare Tecipient after September 30, 1975, and before January 1,
1981 ; and

(5) the full eredit would be refunded to the taxpayer even if
the amount of the credit allowed exceeded his tax liability (in
the case of a State, a political subdivision of a State, or a tax-
exempt organization, the entire amount of the credit -would be
refunded). '

The conference substitute is the same as the Senate amendment, with
the following exceptions: ; ,

(1) Under the conference substitute, States, political subdivi-
sions of States, and tax-exempt organizations are not eligible for
the credit against tax allowed by section 40 of the Internal Reve-
nue Code of 1954 (relating to expenses of work incentive
programs).

9

~ {(2) Under the conference substitute th it i
in excess of the taxpayer’s liability for taxe. creditis not refundable
(3) Under the conference substitute, the credit is allowed only
with respect to wages paid after the date of enactment of the con-

Afg;;nce subs.}tllt;u‘t'/et ands before October 1, 1976.

payer who intends to claim the credit allowed by secti
of the Internal Revenue Code of 1954 for the taxable geai caorg ﬁ
i(:)lllﬁf;g agll]nusttil ehgs %uaé'terly g}{lénenlts of estimated tax, or his with-
Of an mdt
of%};le cgediﬁ ho oxpects to claim‘tl ual), to take account of the amount
'he Senate amendment would permit State welfare i
waive the Federal staffing requirengnts in the case of chila cggaeie:f
ters and group day care homes which meet State standards if the
children receiving federally funded care represent no more than 20
percent of the total number of children served (or, in the case of a
center, there are no more than 5 such children), provided that it is
infeasible to place the children receiving Federaﬁy funded care in
a facility which does meet the Federal requirements. The amendment
would also modify the limitations on the number of children who may
be cared for in a family day care home by providing that the family
day care mother’s own children not be counted unless they are under
age 6. This change would apply retroactive to October 1, 1975. The
conference substitute accepts the Senate amendment on a temporary
ba’%ﬁ eﬁsectng; t}xrou%h September 30, 1976.

The Senate amendment added a provision making perma; -
tain modifications provided undeer.L. 94-120 go%regningnfelﬁd(;;r
of services for addicts and alcoholics. The provisions involved (whic
expired January 31, 1976) require that special confidentiality re-
quirements of the Comprehensive Alcohol Abuse Act be observed
with regard to addicts and alcoholics, clarify that the entire rehabili-
tative process must be considered in_determining whether medical
services provided to addicts and alcoholics can be funded as an integral
part of a State social services program, and provide for funding of
ge;i; ;g': lydit(;)tXIﬁca'Tl%Ill Izenod even though social services funding is

2 available to persons in institutions. -
stitute accepts the Senate a?mendment. " the conference stb
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H. R. 9803

Rinety-fourth Congress of the WNnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

An Act

To facilitate and encourage the implementation by States of child day care
services programs conducted pursuant to title XX of the Social Security Act,

- and to promote the employment of welfare recipients in the provision of child
day care serviceg, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) the Con-
gress finds and declares—

(1) that the Social Services Amendments of 1974 set standards
for child care under the Social Security Act which will require
many child care providers to substantially increase their staff over
existing levels;

(2) that in such cases compliance with these standards will
require a substantial increase in the present level of expenditures
for child care; and

(3) that adequate funding to meet these additional child care
expenditures required by the Social Services Amendments of 1974
is not presently available.

(b) It is therefore the purpose of this Act to provide the additional
funding which will make possible the implementation of the new child
care standards without severely curtailing the availability of child
care services.

Skc. 2. Section 7(a) (3) of Public Law 93-647 is amended by strik-
ing out “February 1,” and inserting in lieu thereof “July 1,”.

Skc. 3. (a) For purposes of title XX of the Social Security Act, the
amount of the limitation (imposed by section 2002 (a) (2) of such Act)
which is applicable to any State for the fiscal year ending June 30,
1976, or which is applicable to any State for the fiscal period beginning
July 1, 1976, and ending September 80, 1976, shall be deemed to be
equal to whichever of the following is the lesser:

(1) an amount equal to—

(A) 102 per centum of the amount of the limitation so
imposed (as determined without regard to this section) in
the case of such fiscal year, or

(B) 108 per centum of the amount of the limitation so
imposed (as determined without regard to this section) in
the case of such fiscal period, or

(2) an amount equal to (A) 100 per centum of such limitation
for such fiscal year or period (as determined without regard to
this section), plus (B) an amount equal to the sum of (i) 80 per
centum of the total amount of expenditures (I) which are made
during such fiscal year or period in connection with the provision
of any child day care service, and (II) with respect to which
payment is authorized to be made to the State under such title
for such fiscal year or period, and (ii) the aggregate of the
amounts of the grants, made by the State during such fiscal year
or period, to which the provisions of subsection (c)(1) are
applicable.

(b) The additional Federal funds which become payable to any
State for the fiscal year or fiscal period specified in subsection (a) by
reason of the provisions of such subsection shall, to the maximum
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extent that the State determines to be feasible, be employed in such
a way as to increase the employment of welfare recipients and other
low-income persons in jobs related to the provision of child day care
services.

(¢) (1) Subject to paragraph (2), sums granted by a State to a
qualified provider of child day care services (as defined in paragraph
(3) (A)) during the last quarter of the fiscal year specified in subsec-
tion (a) or during the fiscal period so specified, to assist such provider
in meeting its Federal welfare recipient employment incentive
- expenses (as defined in paragraph (3) (B)) with respect to individuals
employed in jobs related to the provision of child day care services
in one or more child day care facilities of such provider, shall be
deemed, for purposes of title XX of the Social Security Act, to consti-
tute expenditures made by the State, in accordance with the require-
ments and conditions imposed by such Aect, for the provision of
services directed at one or more of the goals set forth in clauses (A)
through (E) of the first sentence of section 2002(a) (1) of such Act.
With respect to sums to which the preceding sentence is applicable
(after application of the provisions of paragraph (2)), the figure
“75”, as contained in the first sentence of section 2002(a) (1) of such
Act, shall be deemed to read “100”.

(2) The provisions of paragraph (1) shall not be applicable—

(A) to the amount, if any, by which the aggregate of the sums
(as described in such paragraph) granted by any State during the
fiscal year or fiscal period specified in subsection (a) exceeds the
amount by which such State’s limitation (as referred to in sub-
section (a)) is increased pursuant to such subsection for such
fiscal year or period, or

(B) with respect to any grant made to a particular qualified
provider of child day care services to the extent that (as deter-
mined by the Secretary) such grant is or will be used—

(1) to pay wages to any employee at an annual rate in
excess of $5,000, in the case of a public or nonprofit private
provider, or

(i1) to pay wages to any employee at an annual rate in
excess of $4,000, or to pay more than 80 per centum of the
wages of any employee in the case of any other provider.

(3) For purposes of this subsection—

(A) the term “qualified provider of child day care services”,
when used in reference to a recipient of a grant by a State,
includes a provider of such services only if, of the total number of
children receiving such services from such provider in the facility
with respect to which the grant is made, at least 20 per centum
thereof have some or all of the costs for the child day care serv-
ices so furnished to them by such provider paid for under the
State’s services program conducted pursuant to title XX of the
Social Security Act; and

(B) the term “Federal welfare recipient employment expenses”
means expenses of a qualified provider of child day care services
which constitute Federal welfare recipient employment incentive
expenses as defined in section 50B (a) (2) of the Internal Revenue
Code of 1954, or which would constitute Federal welfare recipient
employment incentive expenses as so defined if the provider were
a taxpayer entitled to a credit (with respect to the wages involved)
under section 40 of such Code.

(d) (1) In the administration of title XX of the Social Security Act,
the figure “75”, as contained in the first sentence of section 2002(a) (1)

i,
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of such Act, shall, subject to paragraph (2), be deemed to read “80”
for purposes of applying such sentence to expenditures made by a State
for the provision of child day care services during the fiscal year or
fiscal period specified in subsection (a).

(2) The total amount of the Federal payments which may be paid
to any State for such fiscal year or fiscal period under title XX of the
Social Security Act, with the application of the provisions of para-
graph (1), shall not exceed an amount equal to the excess (if any) of—

(Ag’ the amount by which such State’s limitation (as referred to
in subsection (a)) 1s increased pursuant to such subsection for
such year or period, over

(B) the aggregate of the amounts of the grants, made by the
State during such year or period, to which the provisions of sub-
section (¢} (1) are applicable.

Sec. 4. {a) At the earliest practicable date after the date of enact-
ment of this section (but in no event later than 45 days after the date
of such enactment) the Secretary of Health, Education, and Welfare
shall determine the amount of additional Federal funds (if any) which
are needed by the States in order to enable them to comply with the
requirements imposed by or under section 2002(a) (9) (A) (ii) of the
Social Security Act—

1) for the fiscal year ending June 30, 1976, and

€2) for the fiscal period beginning July 1, 1976, and ending
September 30, 1976.

(b) 1f the aggregate of the amounts determined by the Secretary to
be needed by the States is equal to—

(1) 1n the case of the fiscal year ending June 30, 1976,
$12,500,000, or

(2) in the case of the fiscal period beginning July 1, 1976, and
ending September 30, 1976, $12,500,000,

then the Secretary shall increase the amount of the limitation (imposed
by section 2002(a) of the Social Security Act and determined after
application of the precedin% sections of this Act) applicable to each
State which is determined by the Secretary under subsection (a) to
be in need of additional funds for such fiscal year or such fiscal period
(as the case may be) by an amount equal to the amount of the addi-
tional funds so needed by such State for such year or period. If the
aggregate of the amounts so determined by the Secretary for such
fiscal year or fiscal period (as the case may be) is in excess of the
amount specified under clause (1) or (2) of the preceding sentence
with respect to such year or period, then the Secretary shall increase
the amount of the limitation (referred to in the preceding sentence)
of each such State in the manner provided in such sentence, except
that the amount of increase of each such State shall be proportionately
reduced by such amount as is necessary to reduce the aggregate of the
increases to the applicable dollar amount specified in clause (1) or (2)
of the preceding sentence. If the aggregate of the amounts so deter-
mined by the Secretary for fiscal year or fiscal period (as the case may
be) is less than the dollar amount specified under clause (1) or (2) of
the first sentence with respect to such year or period, then the Secre-
tary shall increase the amount of the limitation (referred to in the first
sentence of this subsection) of each such State in the manner provided
in such sentence, and an amount equal to the difference between such
dollar amount and the aggregate of the amounts so determined by
the Secretary for such fiscal year or fiscal period shall be used to
increase, for such year or period, the amount of the limitation
(referred to in the first sentence of this subsection) of all States, with
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the amount of increase applicable to each State being determined on
the basis of population in like manner as is prescribed under section
2002 (a) (2) ( A% of the Social Security Act.

Skc. 5. (a) Section 50A (a) of the Internal Revenue Code of 1954
(relating to amount of credit for work incentive program expenses)
is amended—

(1) by adding at the end of paragraph (2) the following new
sentence: “The preceding sentence shall not apply to so much
of the credit allowed by section 40 as is attributable to Federal
welfare recipient employment incentive expenses deseribed in sub-
section (a)(6)(B).”, and

(2) by striking out paragraph (6) and inserting in lieu thereof
the following:

“(6) LIMITATION WITH RESPECT TO CERTAIN ELIGIBLE EM-
PLOYEES.—

“(A) NoNBUSINESS ELIGIBLE EMPLOYEES.—Notwithstanding
paragraph (1), the credit allowed by section 40 with respect
to Federal welfare recipient employment incentive expenses
paid or incurred by the taxpayer during the taxable year to
an eligible employee whose services are not performed in con-
nection with a trade or business of the taxpayer shall not
exceed $1,000.

“(B) CHILD DAY CARE SERVICES ELIGIBLE EMPLOYEES.—Not-
withstanding paragraph (1), the credit allowed by section 40
with respect to Federal welfare recipient employment incen-
tive expenses paid or incurred by the taxpayer during the
taxable year to an eligible employee whose services are per-
formed in connection with a child day care services program,
conducted by the taxpayer, shall not exceed $1,000.”.

(b) Section 50B(a) (2) of such Code (relating to definitions; special
rules) is amended to read as follows:

“{2) Drrintrrons.—For purposes of this section, the term
‘Federal welfare recipient employment incentive expenses’ means
the amount of wages paid or incurred by the taxpayer for services
rendered to the taxpayer by an eligible employee—

“(A) beforeJuly1, 1976, or

“(B) in the case of an eligible employee whose services
are performed in connection with a child day care services
program of the taxpayer, before October 1, 1976.”.

(¢) The amendments made by this section with respect to Federal
welfare recipient employment incentive expenses paid or incurred by
the taxpayer to an eligible employee whose services are performed
in connection with a child day care services program of the taxpayer
shall apply to such expenses paid or incurred a taxpayer to an
eligible employee whom such taxpayer hires after t{e date of the enact-
ment of this Act.

Skc. 6. (a) Section 2002(a) (9) (A) (ii) of the Social Security Act
is amended-——

(1) by striking out “and” at the end of clause (II), and

&2) by adding after the comma at the end of clause (III) the
following: “(IV) the State agency may waive the staffing stand-
ards otherwise applicable in the case of a day care center or group
day care home in which not more than 20 per centum of the
children in the facility (or, in the case of a day care center, not
more than 5 children in the centerf) are children whose care is
being paid for (wholly or in part) from funds made available to
the State under this title, if such agency finds that it is not feasible
to furnish day care for the children, whose care is so paid for,
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in a day care facility which complies with such stafling standards,
and if the day care facility providing care for such children com-
plies with applicable State standards, and (V) in determining
whether applicable staffing standards are met in the case of day
care provided in a family day care home, the number of children
being cared for in such home shall include a child of the mother
who 1s operating the home only if such child is under age 6,”,
(b) The amendments made by subsection (a) shall, insofar as such
amendments add a new clause (V) to section 2002(a) (9) (A) (ii) of the
-Social Security Act, be effective for the period beginning October 1,
1975, and ending September 30, 1976 ; and on and after QOctober 1, 1976,
section 2002(a) (9) (A) (ii) of the Social Security Act shall read as
it would if such amendments had not been made.
Sec. 7. Section 4(¢) of Public Law 94-120 is amended to read as
follows:
“(¢) The amendments made by this section shall be effective on and
after October 1, 1975.7,

Speaker of the House of Representatives.

Vice President of the United States ond
President of the Senate.



FOR IMMEDIATE RELEASE April 6, 1976

Office of the White House Press Secretary
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THE WHITE HOUSE

TO THE HOUSE OF REPRESENTATIVES:

I an returning without my approval, H.R. 9803, a
bill which would perpetuate rigid Federal child day care
standards for all the States and localities in the Nation,
with the cost to be paid by the Federal taxpayer.

I cannot approve legislation which runs directly
counter to a basic principle of government in which I
strongly believe =-- the vesting of responsibility in State
and local government and the reroving of burdensone
Federal restrictions.

I am firmly committed to providing Federal assistance
to States for social services programs, including child
day care. But I am opposed to unwarranted Federal inter-
ference in States' administration of these programs.

The States should have the responsibility =-- and the
right -- to establish and enforce their own guality day
care standards. My recently proposed Federal Assistance
for Community Services Act would adopt this principle,
and with it greater State flexibility in other aspects of
the use of social services funds available under Title XX
of the Social Security Act.

H.R., 9803 is the antithesis of my proposal. It would
nake permanent highly controversial and costly day care
staff-to-children ratios. And it would deny the States
the flexibility to establish and enforce their own stafif-
ing standards for federally assisted day care.

This bill would not make day care services more widely
available. It would only make them rmore costly to the
American taxpayer. It would demand the expenditure of $125
million over the next six months, and could lead to $2590
million more each year thereafter.

H.R. 9803 would also specifyv that a portion of Federal
social services funds be available under Title XX of the
Social Security Act for a narrow, categorical purpose. In
the deliberations leading to enactment of Title XX, a
little over a year ago, the States and the voluntary

service organizations fought hard to win the right to T

determine both the form and the content of services to - 3\
be provided according to their own priorities. This /3 %
bill would undermine the Title XX commitment to State e 2
initiative by dictating not only how day care services \7s x;
are to be provided, but also how they are to be financed ‘\\_M///

under Title XX.

It would introduce two additional Federal matching
rates for some day care costs that are higher than the
rates for other Title XX~supported services, thereby
further complicating the States' administration of social
services programs. Iily proposal would, on the other hand,
elininate State matching requirements altogether.

more
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. Moreover, H.R. 9803 would create an unfair situation

in which some child day care centers would operate under a
different set of standards than other centers witain the
same State. Those day care centers in which fewer than 20
percent of those served are eligible under Title XX could
be exempt from Federal day care standards. This provision
would have the probable effect in some instances of reducing
the availability of day care services by encouraging day.
care centers to reduce the proportion of children in their
care who are eligible under Title XX in order to meet the
"quota" set by H.R. 9803. In those centers not choosing to
take advantage of this loophole, the effect could well be

to increase day care costs to families who use these centers
on a fee-paying basis. In effect, they would be helping to
subsidize the high costs imposed on day care providers
serving Title XX-eligible children.

There is considerable debate as to the appropriateness
or efficacy of the Federal day care standards imposed by
H.R. 938303, 1In fact, the bill recognizes many of these i
questions by postponing their enforcement for the thl;a tine,
in this case to July 1 of this year. Fewer than one in
four of the States have chosen to follow these standards
closely in the administration of their day care programs.
The Congress itself has required by law that the
Departrnent of Health, Education, and Welfare conduct an
13-nmonth study ending in 1977, to evaluate their
appropriateness.

Rather than pursue the unwise course charted in this
bill, I urge that the Congress extend, until October 1,
1976, the moratorium on imposition of Federal day care
staffing standards that it voted last October. This would
give the Congress ample time to enact ny proposed Federal
Assistance for Community Services Act, under which States
would establish and enforce their own day care staffing
standards and fashion their social services prograns in
ways they believe will best meet the needs of their
citizens.

GERALD R. FORD

THE WHITE HOUSE,
April 6, 1976 ,
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Office of the White House Press Secretary
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

I regret that the House of Representatives has
failed to sustain my veto of H.R. 9803, the Child Day Care
Services under Title XX of the Social Security Act.

This legislation runs counter to a basic principle of
government important to all Americans -- the vesting of
responsibility in State and local government and the re-
moval of burdensome Federal regulations.

I am firmly committed to providing Federal assistance
to States for social services programs, including child day
care. But I am opposed to unwarranted Federal interference
in States' administration of these programs.

; H.R. 9803 would make permanent highly controversial
and costly day care staff-to-children ratios. And it would
deny the States the necessary flexibility to establish and
enforce their own staffing standards for federally assisted
»d?y care. :

This bill would not make day care services more widely
avallable. It would only make them more costly to the
American taxpayer. The expenditure of at least $125 million
over the next six months, and possibly as much as $250 million
more each year thereafter, would be required under this bill.

H.R. 9803 would also require that a portion of Federal
social services funds be avallable under Title XX of the
Social Security Act for a narrow, categorical purpose. In
the deliberations leading to enactment of Title XX, a little
over a year ago, the States and voluntary service organizations
fought hard to win the right to determine both the form and
the content of such seérvices according to their own priorities.
Thils bi1ll would undermine the Title XX commitment to allow
the various States thelr own initlative by dictating not only
how day care services are to be provided, but also how they
are to be flnanced under Title XX.

" The Federal day care standards imposed by H.R. 9803
have been subject to considerable debate. In fact, the
bill recognizes the questionable appropriateness of these
standards by postponing their enforcement for the third
time, in this case to July 1 of this year. Fewer than A
one in four of the States have chosen to follow these SRR
standards closely in the administration of their day care .. by
programs. The Congress 1tself has required by law that 3 ;

the Department of Health, Education, and Welfare conduct \%- =,
an 18-month study ending in 1977, to evaluate their N2 V
approprilateness.

more
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For these reasons, I urge the Senate to join me in
opposing the enactment of this measure. And I urge that
the Congress extend, until October 1, 1976, the moratorium
on imposition of Federal day care staffing standards that
it voted last October 2. This would give the Congress
ample time to enact my proposed Federal Assistance for
Community Services Act, under which States would establish
and enforce thelr own day care staffing standards and
fashion thelr socilal services programs in ways they
believe will best meet the needs of their citizens.

###H#H
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

I am pleased that the Senate has voted to sustain my

veto of H.R., 9803, the Child Day Care Services under Title XX
of the Soclal Security Act.

"As I have saild before, this legislation would have run
counter to a basic principle of government important to all
Americans -- the vesting of responsibllity in State and
local government and the removal of burdensome Federal regu-
lations in areas where State and local government can best
meet the needs of their citizens.

I congratulate the members of the Senate from both

parties who resisted heavy pressure to vote for this bill
and voted instead for good government and fiscal responsibility.

# o4 # #
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

I am pleased that the Senate has voted to sustain my

veto of H.R. 9803, the Child Day Care Services under Title XX
of the Social Security Act.

‘As I have sald before, this legislation would have run
counter to a basic principle of government important to all
Americans -- the vesting of responsibility in State and
local government and the removal of burdensome Federal regu-
latlons in areas where State and local government can best
meet the needs of their cltizens.

I congratulate the members of the Senate from both

parties who resisted heavy pressure to vote for this bill
and voted instead for good government and fiscal responsibility.

# # # #





