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-~ The amendments do not address the objec-
tions you raised when signing the original
legislation in January. At that time,
you cited specific provisions regarding
use of the Federal courts and the IRS tax
collection procedures which raised serious
privacy and administrative issues.

Arguments for Approval

1.

The provisions regarding watch manufacturing raise
no problems and could help ease unemployment in the
Virgin Islands, Guam, and American Samoa.

The amendments to the child support program, while
minor, do correct a number of inequities and will

move toward keeping the child's best interests as

the central point of concern in the child support

program.

The child support amendments will enable a number
of states to proceed with child support programs
while awaiting the enactment of the necessary state
statutes.

Provisions requiring submission of regulations to
Congress have been signed into law before, most
recently in the Amtrak Improvement Act of 1975.

Arguments for Disapproval

1.

2.

The child support amendments do not address the
objections you raised and by correcting these minor
points take away some of the support needed for
further amendments.

Provisions requiring submission of regulations to
Congress are unconstitutional.

Agency Recommendations

Office of Management and Budget Approval

Department of Health, Education,

and Welfare Approval

Domestic Council Committee on the

Right of Privacy No objection



Council on International Economic
Policy No objection

Department of Commerce Approval of tariff
provisions; no
recommendation on
child support
provisions

Department of the Interijior Approval of tariff
provisions; defers
to HEW on child
support provisions

Office of the Special Representative No objection to tariff
for Trade Negotiations provisions; defers
to other agencies on
child support
provisions

Department of the Treasury No objection to tariff
provisions; defers to
HEW on child support
provisions

Department of Labor No objection to tariff
provisions; defers to
HEW on child support

provisions
Department of Justice Defers to Treasury
and HEW
Department of State Defers to other agencies
Staff Recommendations
National Security Council No objection
Max Friedersdorf Sign
Bill Seidman Sign

Phil Buchen Recommend approval



Recommendation

I recommend approval of H. R. 7710. Increased employment
in U. S. insular possessions may result from the watch
manufacturing provisions and there are no agency objections
to the change made in the duty requirements. The child
support amendments, while not addressing the objections

you have raised, are needed. The unconstitutional
requirement has been accepted before and can be identified
as objectionable in the signing statement.

Decision

1. ﬁgg_? Approve H.R. 7710 and attached signing

statement. (Tabs A and B)

2, Disapprove.




STATEMENT BY THE PRESIDENT

I have approved H.R. 7710, a bill which would make a
desirable change in the tariff schedules affecting watches
and watch movements manufactured in U.S. insular possessions.
It would also amend the new child support program which
became law last January as part of the Social Security Act.

The child support amendments which were added to this
bill shortly before the Congress recessed will provide some
States needed time to change their laws to comply with the new
program, which became effective on August 1, 1975. They will
also help in the orderly implementation of this program and
will strengthen the confidentiality of records in the program
of Aid to Families with Dependent Children by specifying the
purposes for disclosure of such records.

One of these amendments requires the Secretary of Health,
Education and Welfare to develop standards to assure that
unreasonable demands are not made on individuals to cooperate
with States in their child support collection efforts.
Regrettably, this amendment requires the Secretary to submit
the proposed standards to the Congress with the provision that
they may be disapproved by either House within 60 days.

As I indicated when I signed into law the Amtrak Improvement
Act of 1975 on May 26, I am seriously concerned about the
increasing frequency of passage by Congress of legislation
containing such provisions, which are an unconstitutional
exercise of congressional power. At the same time, I believe
it is entirely proper for the Congress to request information
and to be consulted on the operation of Government programs.

I am therefore instructing the Secretary of Health,
Education and Welfare to treat this provision of H.R. 7710
simply as a request for information about the proposed standards
in advance of their promulgation. Accordingly, I have asked
the Secretary to report to the Congress at least 60 days in

advance of the date he intends to issue such standards to
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protect individuals' interests in child support collection
efforts.

When I approved the legislation establishing the new
child support program last January, I expressed my strong
backing of its objectives. I reaffirm that support now.
However, at that time I also stated that some of the program's
provisions inject the Federal Government too deeply into
domestic relations and that others raise serious privacy and
administrative issues. I pointed specifically to the provisions
for use of the Federal courts and the tax collection procedures
of the Internal Revenue Service for the collection of child
support, the provisions imposing excessive audit requirements
on the Department of Health, Education and Welfare, and the
provisions establishing a parent locator service with access to
all Federal records.

Legislation which would have corrected these problems was
recently passed by the House of Representatives, but these
corrective amendments were not included in the bill I have
just signed. I urge the Congress to enact such legislation as
soon as possible after the current recess, so the desirable
objectives of the child support program are not undermined by

undue intrusion of the Federal Government into people's

Lt R, o

personal lives.



MEMORANDUM FOR THE PRESIDENT

Subject:

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 8 1975

Enrolled Bill H.R. 7710 - Tariff treatment of

certain watches; child support amendments
Sponsor - Rep. de Lugo (D) Delegate from the

Virgin Islands

Last Day for Action

August 14, 1975 - Thursday

Purgose

Increases from 50% to 70% the maximum value of foreign
materials which may be contained in watches and watch
movements manufactured in U.S. insular possessions entitled
to duty-free entry into the U.S.; makes certain revisions
in the recently-enacted child support program under Title

IV of the Social Security Act.

Agency Recommendations

Office of Management and Budget
Department of Health, Education,
and Welfare

Domestic Council Committee on the
Right of Privacy

Council on International Economic

Policy
Department of Commerce

Department of the Interior

Approval (Signing
statement attached)

Approval (Signing
statement attached)

No objection (Signing
statement attached)

No objection

Approval of tariff
provisions; no recom-
mendation on child
support provisions

Approval of tariff
provisions; defers to
HEW on child support
provisions



Office of the Special
Representative for Trade
Negotiations No objection to tariff pro-
visions; defers to other
agencies on child support
provisions
Department of the Treasury No objection to tariff pro-.
visions; defers to HEW on
child support provisions
Department of Labor No objection to tariff pro-
visions; defers to HEW on
child support provisions

Department of Justice Defers to Treasury and HEW
Department of State Defers to other agencies
Discussion

Sections 1 and 2 of H.R. 7710 are designed to assist the
watch industries in the Virgin Islands, Guam, and American
Samoa by raising to 70% the permissible foreign material
content of watches and watch movements produced in U.S.
possessions and shipped to the U.S. duty free. None of the
executive branch agencies which commented on these provisions
raised objections.

Title II of the enrolled bill would amend in several respects
the child support program approved on January 4, 1975 as

part of the Social Services Amendments of 1974 (P.L. 93-647).
This program was to have gone into effect on July 1, 1975,
but the effective date was delayed until August 1, 1975 by
P.L. 94-46, which you approved on June 30.

In your signing statement on P.L. 93-647, you objected to
certain provisions of the child support program as injecting
the Federal Government too far into domestic relations.

You cited specifically provisions for use of Federal courts
and tax collection procedures of the Internal Revenue Service,
and excessive audit requirements. You also indicated that
the establishment of a parent locator service in HEW raised
serious privacy and administrative issues.

On July 21, 1975, the House passed H.R. 8598 (357-37),
which would have corrected these and certain other problems
in the child support law. In a letter to Senator Long on
July 29, Secretary Weinberger indicated general support for
H.R. 8598 with certain amendments; that letter is attached
to HEW's views letter on the enrolled bill. On August 1,
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Senator Long, with the agreement of Reps. Ullman and Corman,
offered on the Senate floor a few of the provisions of

H.R. 8598--modified, in some cases--as amendments to

H.R. 7710. They were adopted in the House on the same

day.

These amendments, which comprise Title ITI of the enrolled
bill, do not address the concerns you expressed in your
signing statement last January. They are generally
unobjectionable as far as they go, however, but do include
one feature viewed by Justice and HEW as an unconstitutional
exercise of congressional authority. The Title II pro-
visions of H.R. 7710 are explained further below.

Tariff treatment of certain watches
and watch movements

Under existing provisions of the Tariff Schedules of the
United States, an article manufactured in an insular pos-
session of the United States may be imported into the
United States free of any duty if the value of foreign
materials it contains does not exceed 50% of the article's
total value. Moreover, other law imposes an overall quota
for duty-free entry into the United States of watches and
watch movements assembled in the three insular possessions
equal to one-ninth of total apparent U.S. watch consumption
during the preceding calendar year.

Until recently, watch industries had prospered in the
Virgin Islands, Guam, and American Samoa, as the laws cited
above had enabled them to compete with foreign watch
manufacturers and provide significant employment and revenue
for their local economies. However, since 1973, watch
production and related employment in the three possessions
have decreased markedly. The increased cost of foreign
parts used in assembling watches, much of which is
attributable to U.S. currency devaluations, has eliminated
the competitive advantage that the watches and watch move-
ments manufactured in the possessions enjoyed over those
imported directly from abroad.

The provision in H.R. 7710 to increase from 50% to 70% of
total value the permissible foreign material content of
watches and watch movements eligible for duty-free treat-
ment is intended to restore to the insular possessions their
ability to compete against foreign manufacturers in the

U.S. watch and watch movement market.



Child Support Amendments

Title II of the enrolled bill would amend the "child
support and establishment of paternity program" enacted
as part D of title IV of the Social Security Act in a
number of respects described in detail in HEW's views
letter. The following summarizes the major substantive
amendments and positions previously taken by the
Administration.

Temporary waivers for certain States—-Under the child
support program, in order for a State to participate in

the program of aid to families with dependent children
(AFDC), it must (1) have an approved child support program
under title IV D and (2) require all AFDC applicants and
recipients to assign all their child support rights to the
State for collection. The Federal Government reimburses the
States for 75% of the cost of carrying out programs approved
under title IV D.

Some States have been unable thus far to enact the necessary
statutes to bring them into compliance with the child support
requirements and, accordingly, would lose their Federal AFDC
funds. The enrolled bill would permit the Secretary to grant
waivers up through June 30, 1976 to States which certify,
with explanations, that they lack authority to comply under
State law. States with waivers would receive 50% of their
operating costs in Federal matching funds under the child
support program.

The Administration indicated support for a similar pro-
vision in H.R. 8598, the House-passed child support bill.
However, it also supported the 1976 Budget recommendation
that the Federal matching rate for child support be reduced
to 50%~--the same as the AFDC matching rate--and proposed a
33 1/3% matching rate for States unable to implement the new
program immediately.

Protection of recipients' income--Certain States provide

AFDC payments below their needs standard, but permit child
support payments to fill that gap. In those States, the
current child support law could have the unintended result of
actually reducing a recipient family's income since it requires
that all child support payments be collected by the State

and distributed according to a specific formula which would

not in all cases maintain the same total payment level to a
family.
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H.R. 7710 would amend the law so as to permit such States
to continue to allow recipients to keep a portion of the
child support payments they receive so that their income
would not be reduced because of their assignment of child
support rights to the State.

HEW, on June 26, submitted to the Congress a legislative
proposal similar to this provision, which is consistent
with the major objective of encouraging support payments.
The Department has no objection to the version incorporated
in the enrolled bill.

Safeguarding of information--Under present law, the State
AFDC plan must permit the use or disclosure of information
concerning applicants or recipients to "public officials

who require such information in connection with their official
duties" or "other persons for purposes directly connected
with the administration" of AFDC.

H.R. 7710 would provide, instead, that States must restrict
the use or disclosure of AFDC case records to purposes
directly connected with (1) the administration of the

Social Security Act's welfare programs, (2) investigation,
prosecution, and criminal and civil proceedings conducted

in connection with the administration of those programs, and
(3) the administration of other federal and federally-assisted
programs that provide assistance or services directly to
individuals on the basis of need. The safeguards so provided
must prohibit disclosure to legislative bodies of any
information that identifies AFDC applicants or recipients

by name or address.

HEW states that these restrictions are similar in many
respects to those advocated by the Department in commenting
on H.R. 8598, and are a substantial improvement over the
current provisions of law. The Department therefore supports
this provision of the enrolled bill. The Domestic Council
Committee on the Right of Privacy feels that the bill falls
short of resolving fully the problems of safeguarding of
information, but that it does make improvements in present
law.

Protection of child's best interest--The enrolled bill
would amend the new child support program to provide that
an AFDC applicant or recipient would not be required to
cooperate in the collection of support payments, as present
law requires, if the applicant or recipient is found to
have good cause for refusing to do so as determined under
standards prescribed by the Secretary, which must take into
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consideration the best interests of the child on whose
behalf the AFDC assistance is claimed. The Secretary
would be required to submit his proposed standards to the
Congress and they would go into effect 60 days after
submission unless disapproved by a resolution adopted by
either House.

HEW, in its letter to Senator Long on H.R. 8598--which

did not include a one-House veto provision--indicated no
objection to providing standards to be established by

the Secretary for exemption of a parent from mandatory
cooperation in pursuing child support collection in cases
where this would be against the child's best interest.

The Department is, however, opposed to granting either House
of Congress the power to reject the standards developed by
the Secretary on the grounds that this provision is an
unconstitutional exercise of congressional power.

Justice states that this section "is not in conformity with

the procedure for the enactment of legislation contemplated

by Article I, Section 7, which clearly indicates that the

veto power of the President is intended to apply to all actions
of Congress which have the force of law."

Recommendations

With respect to the provisions of the enrolled bill con-

cerning duty-free importation of watches and watch movements
manufactured in U.S. insular possessions, the agencies con-
cerned either recommend your approval or raise no objection.

With respect to the child support provisions:

HEW recommends approval of the bill with a signing statement
noting your reservations with respect to the one-House veto
provision and reaffirming your support for the changes you
requested when P.L. 93-647 was signed into law.

Justice states:

"Although the presence of a one-House veto provision
in an enrolled bill is sufficient for this Department
to recommend against Executive approval of the bill,
we are reluctant to do so if the need for the legis-
lation is so great that the bill should be approved
and the constitutional defect merely mentioned in the
signing statement. Because the question of the need
for the legislation cannot be answered by this



Department, we must defer to the Department of
Treasury regarding the amendment of the Tariff
Schedules of the United States and to the
Department of Health, Education, and Welfare
concerning the Social Security Act Amendments

on the question whether this bill should receive
Executive approval."

The Domestic Council Committee on the Right of Privacy

does not object to H.R. 7710, but asks that its position
be read in light of the proposed signing statement attached
to its views letter.

% % % % % % *

The noncontroversial provisions of this enrolled bill
affecting duty-free watches present no problems. The
bill's child support provisions do not appear to have any
significant budgetary impact. One of these provisions,
moreover, is of some urgency--that which would allow
States additional necessary time to comply with these new
provisions without being cut off from AFDC payments.

On the negative side, as noted above, the bill has an
unconstitutional feature similar to others the Congress has
recently enacted. Moreover, it does not correct the problems
you mentioned in approving the child support program last
January. Although Senator Long has agreed to consider these
problems further, his remarks on the Senate floor suggest
that approval of H.R. 7710 would substantially reduce the
impetus for any additional legislation in this area.

On balance, we recommend approval of the bill with a
signing statement reiterating the objections you noted in
your original signing statement on P.L. 93-647, urging
additional legislation to remedy those objections, and
expressing your concern about the one-House veto provision.

In the statement you issued on May 26, in approving the
Amtrak Improvement Act of 1975, which also contained a
one-House veto provision, you noted your serious concern
about the increasing frequency with which the Congress
passes legislation containing such provisions. You could
simply repeat that concern in a signing statement on

H.R. 7710. Alternatively, you may wish to indicate in
this signing statement--as has been done occasionally in
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prior Administrations in the case of one-Committee veto
provisions--that you will instruct HEW to treat the

provision as a request for advance reporting. Our
attached signing statement takes this latter approach.

Assistant Director for
Legislative Reference

Enclosures






























DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

JUN 26 1975

lionorable Nelson A. Rockefeller
President of the Senate
Washington, D. C. 20510

Dear Mr. President:

Enclosed for the consideration of the Congress is a draft
bill "To save the income of beneficiaries of programs
assisted under part A of title IV of the Social Security
Act from any reduction caused by the assignment of support
rights to the State."”

The enactment of the Social Services Amendments of 1974
will, beginning with July, 1975, alter the treatment of
child support payments to recipients of aid to families
of dependent children under title IV~A of the Sccial
Security Act. The plan of the State approved under
title IV-A must then provide that, as a condition of
eligibility for aid, each recipient will be required,
inter alia, to assign to the State any rights to child
support from any other person that may have accrued in
the recipient's behalf at the time of his application for
assistance.

During the fifteen months beginning July 1, 1975, the

State will be required by section 457(a) of the Act to

pay to the recipient from child support amounts collected
in exercise of these rights an amount equal to 40

percent of the first $50 collected. The State must then
reimburse itself from these amounts for assistance payments
to the family made during the fifteen-month period. Any
portion of the child support amounts still remaining in the
hands of the State is to be paid to the recipient up to the
level of any outstanding court order in the recipient's '
behalf. The balance is then paid over to the recipient
after the State deducts as much as is recuired to reimburse
its assistance payments to the recipient prior to the
fifteen-month period. :
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Beginning after September 30, 1976, the State is required

to make a distribution of the child support payments that

is similar to that just described, except that the 40 percent
payment of the first $50 is dropped.

The purpose of the enclosed draft bill is to correct what
we believe to be an unintended effect of these provisions.
In a number of States that pay less than 100 percent of
their needs standard, child support payments are permitted
to £ill the gap between that standard and the actual payment
level. Thus, for example, if the needs standard for a
State is $200, and its family maximum payment is $150, a
child support payment of $25 will be retained by the family,
thereby providing the family with a combined income of

$175. Under the above-described provisions, the $25 will
be assigned to the State, which will then pay to the family
40 percent of that $25, or $10, and retain the balance.

The combined family income will thereby fall from $175 to
$160, an amount that will then be $40, instead of $25, below
need. .

The approach of the draft bill is to hold harmless from
this reduction those families that, because they are on

the rolls in June, 1975, would be subjected to this kind

of decrease in income because of their assignment to the
State of their rights to child support payments. This
savings provision is consistent with a major objective of
the new law to encourage these support payments.

In this regard, the new law provides that the State shall

not take into account, in computing the amount of its AFDC
payment to a recipient, the previously-described 40 percent

of the first $50 of child support payments collected by the
State and paid to the recipient. 1In order to preserve this
incentive to continuation of child support payments, the
enclosed bill would require that, in the case of a family

on the rolls in June, 1975, whose income (without counting:
the 40 percent payment) would be reduced by the new provisions,
the State use the child support payment (1) first, to provide
the 40 percent pavment, (2) second, to compensate the family
for the described income reduction (again, without considering
the 40 percent payment), and (3) finally, to distribute the
remainder of the support payment under section 457.
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Because of the imminence of the.effective date of the
described provisions of the Social Services Amendments of
1974, we urge the prompt and speedy enactment of the
enclosed draft bill.

We are advised by the Office of Management and Budget
that there is no objection to the presentation of this
proposal to the Congress from the standpoint of the
Administration's program.

Sincerely,

ZQACasparw.hbiuberge
Sig

Secretary

Enclosure



A BILL
To save the income of 5eneficiaries of programs assisted
under part A of title IV of the Social Secufity Act
from any reduction caused by the assignment of support
4

rights to the State.

Be it enacted by the Senate and House of Representatives

of the United States of America in Congress assembled, That

section 101 of the Social Services Amendments of 1974,
88 Stat. 2351, is amended by (1) redesignating subsection (f)
as subsection (g), and (2) inserting a new subsection (f)
.as follows: .
"Savings Provision
"(f) (1) In the case of a family--
*(a) that for June, 1975, received an amount
under a plan of the State approved under part A of
title IV of the Social Security Act, and
| " (B) that, without regard to amounts payable
under paragraph (1) of section 457(&) of the Social
Securit§ Act, would (except for this subsection) suffer
a reduction in income for any subsequent month on

account of section 457 of the Act,

the State shall pay to that family, for that subsequent



month, so much of the  amounts collected as child support

by the State with respect to that family as are in

excess of the amount payable to the family under

paragraph (1) of ‘section 457(a) of that Acg, up to the

amount of that reduction. Any portion éf the amounts so

collected by the State as are in excess of‘that reduction,

and are not payable under paragraph (1) of section 457 (a)

of that Act or under this subsection, shall be distributed

in accordance with the remaining paragraphs of section 457 (a),

or section 457(b), as may be applicable. ‘
"(2) The State shall not, on account of any payment

to a family required by this subsection, reduce the amount

that would be.payable to that family under the plan of the

State approved under part A of title IV of the Social

Security Act if this subsection were not in effect."



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

JUL 2 9 1975

Honorable Russell B. Long .
Chairman, Committee on Finance
United States Senate

Washington, D. C. 20510

Dear Mr. Chairman: ;

As you know, H.R. 8598, a bill "To amend title IV of the
Social Security Act to make needed improvements in the
recently enacted child support program," was passed by
the House of Representatives on July 21 and is now
pending before your Committee. 1In view of the shortness
of time remaining before the August 1 deferred effective
date for this program, I want to bring to your attention
as quickly as possible our views on the House-passed bill.

l. We support section 1 of the bill, which would
expand the "good faith effort" concept already embodied
in the Social Security Act's title IV-D program as enacted
in P.L. 93-647, and extend it to the new requirements that
program imposes on the IV-A Aid to Families with Dependent
Children program (AFDC). This would ensure that States
- which cannot fully implement all aspects of the new child
support program because of conflicting State laws or
constitutional provisions or administrative problems can
receive full Federal reimbursement for both the AFDC program
and those elements of the child support program which they
can implement while they are in the process of coming into
full compliance. '

However, we remind you of the provisions of the President's
Budget which would reduce the rate of Federal financial
participation in State child support activities from the

75 percent rate authorized under P.L. 93-647 to 50 percent
for States which have an approved title IV-D plan. We
continue to support this proposal.

We further urge that the matching rate for child support
activities be 33-1/3 percent for those States which are
unable to immediately implement fully the new program but
are making a "good faith effort" to do so.
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2. We have no objection to section 2, which would
protect recipients from loss of income following implementation
of the title IV-D support program in those States which have
set their welfare payment standards below their standards
of need but permit recipients to use other income, including
child support, to fill the gap between the two standards.

At the same time we continue to support our proposal to
limit this protection to families receiving child support
which fills the gap between the two standards when the
child support program goes into effect. A copy of that
proposal is enclosed.

3. We support section 3, which would amend the provision
of title IV-A which provides for very broad access to
information concerning AFDC applicants and recipients to
restrict use or disclosure of such information to purposes
directly connected with the administration of the Social
Security Act's welfare programs and other Federal or
. federally-assisted programs which provide assistance, in

cash or in kind, or services, directly to individuals on
the basis of need. However, we urge that the House-passed
provision be amended to also provide for use by or disclosure
of such information to law enforcement officials for purposes
directly connected with the investigation or prosecution of
a criminal offense pursuant to a written request which
specifies the individual about whom, and the purposes for
which, the information is being requested. We also urge
that this provision be amended to limit use and disclosure
for purposes connected with the administration of Federal
and federally-assisted programs to cases involving fraud
and other misfeasance under these programs.

We believe that with such amendments, this provision would
strike a desirable balance between the need for various
officials to have access to the information in State welfare
records and the privacy interests of the individuals with
respect to whom the records are maintained. ) '

4, We have no objection to section 4, which would
repeal provisions of title IV-D of the Social Security Act
which authorize use of the Federal courts to enforce child
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support orders in certain cases, as we believe repeal of
these provisions reflects the President's concern that
jurisdiction over child support cases would only add to
the workload of the already overburdened federal courts,
as he indicated in his statement upon signing P.L. 93-647.
We also support, in the alternative, amending title IV-D to
further tighten the restrictions on this use of the Federal
courts. ) o 5

5. We support section 5, which we believe reflects
the President's concern with overly broad access to Federal
records information. This section would repeal the
provisions of title IV-D establishing a new Parent Locator
Service within this Department with broad access to
the records of other Federal agencies and substitute instead
the provisions of the Social Security Act which were in
effect prior to the enactment of P.L. 93-647. Under these
preexisting provisions, only social security and
Internal Revenue Service records would be open to State
officials for the purpose of locating absent parents<

6. We support section 6, which also reflects the
President's view, under which the provisions of P.L. 93-647
authorizing use of the tax collection procedures of the
Internal Revenue Service to collect support obligations
would be repealed. .

7. We have no objection to section 7, which would
permit a State to exempt a parent from mandatory cooperation
in pursuing child support collection from an absent parent
when the State determines that such an exemption would be
"in the best interests of the child." We do not believe
that inclusion of such language in the statute will encourage
any State to seek mass exemptions of welfare applicants or
recipients from the program so long as exemptions may be
made only pursuant to guidelines established by the Secretary,
as this provision states. The legislative history contained
in House Report No. 94-368 accompanying H.R. 8598 and the
floor debate on this question makes it clear that the
Congress does not intend this language to be interpreted
as a "loophole" permitting non-compliance with the entire
child support program.
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8. We support section 8, under which mandatory
protective payments made pursuant-to provisions of
P.L. 93~647 would be exempted from the limitation on such
payments in section 403(a) of the Social Security Act to
10 percent of the AFDC caseload in each State. This section
simply corrects an apparently unintended anomoly created
under P.L. 93-647. :
9. We support section 9, under which another apparently
unintended anomaly created under P.L. 93-647 would be
corrected. Under this section, the Department would be
granted authority to make quarterly advances of Federal
reimbursement for estimated State child support program
costs, with such advances subject to final adjustment at
the end of the quarter. This authority now exists for all
other federally-assisted, State-operated programs authorized
under the Social Security Act.

10. We support section 10, whidh would repeal ,
the provisions of P.L. 93-647 mandating that this
Department make full annual audits of each State child support
pProgram. Section 10 would substitute the requirement that
such audits be made "from time-to-time." However, we urge
-that this section be amended to make it clear that States
must perform annual audits of their child support activities.

11. We have no objection to section 11, under which
States would be reimbursed for start-up expenses incurred
during July, 1975, in anticipation of implementation of the
new support program. As you know, the States had only a
few days' notice that this program would be delayed until
August 1 under provisions of P.L. 94-46. However, once
again, we urge that the Federal reimbursement matching rate
for all child support activities be reduced to 50 percent,
the matching rate for all administrative activities related
" to the AFDC program.

Finally, we suggest that the Committee further amend H.R. 8598
in two respects. First, we urge that the bill be amended

to make permanent the incentive payment authorized under
section 457 of title IV-D for those recipient families
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fully cooperating with the child support program. We also
urge that such payments be limited to the first two months
of collections after the right to collect support payments
is assigned to the State. : '

Second, we request that the bill amend section 454(6) of
the new child support program to provide that a State must
make its child support collection and establishment of
paternity program available only to individuals, other than
those that have assigned their support rights to the State,
who are potential welfare recipients.

We urge the Committee's favorable consideration of
H.R. 8598, with the amendments suggested in this letter.

We are advised by the Office of Management and Budget that

there is no objection to the presentation of this report
from the standpoint of the Administration's program.

&~

Sincerely,

84 C_aspfi:r’ W, Weinberger

Secretary

Enclosure



OFFICE OF THE SPECIAL REPRESENTATIVE
FOR TRADE NEGOTIATIONS

MEMORANDUM August 5, 1975

TO: James M, Frey
Assistant Director for
Legislative Reference
OMB

FROM: John D. Greenwald P4 (%Wmé)
Assistant General Counsel
STR

SUBJECT: H.R. 7710

Reference is made to your legislative referral
of August 4, 1975 requesting the views of this Office
on the anrolled bill, H.R. 7710, "To amend the TSUS
to provide duty free treatment to watches and watch
movements manufactured in any insular possession of the
United States if foreign materials do not exceed 70%
of the total value of such watches and movements, to amend
child support provisions of Title IV of the Social Security
Act, and for other purposes."

We have no objections to the first half of the
above-mentioned bill. The second half concerns matters
in which agencies of the Government, other than this
Office, have a paramount interest and, accordingly, we
defer to the views of such agencies.



MEMORANDUM

COUNCIL ON INTERNATIONAL ECONOMIC POLICY

August 5, 1975

FOR: James M. Frey
Assistant Director for
Legislative Reference
OMB

FROM: John Bennisons%/.i> )
Professional Staff Member

SUBJECT: Enrolled Bills HR 7716 and HR 7710

This is in response to your Enrolled Bill request of August 4.

CIEP has no objections to HR 7716 and HR 7710,



DEPARTMENT OF STATE

Washington, D.C. 20520

AUG 5 = 1975

Honorable James T. Lynn

Director, Office of
Management and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

The Secretary has asked me to reply to your
communication (Office of Management and Budget
Memorandum, dated August 4, signed by Mr. Frey)
requesting our views on H.R. 7710, an enrolled
bill dealing with the statutory standard for
determining the dutiability of watches enter-
ing the United States from its insular posses-
sions and waivers of certain requirements of
the Social Security Act.

We consider that the various provisions of the
enrolled bill are of primary interest to other
agencies of the executive branch and accordingly
defer to their views.

Sincerely,

| /A}%e Cls,

Robert J. McCloskey
Assistant Secretary for
Congressional Relations



United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

AUG 6 -1975

Dear Mr. Lynn:

This responds to your request for the views of this Department on
the enrolled bill H.R. 7710, "To amend the Tariff Schedules of the
United States to provide duty free treatment to watches and watch
movements manufactured in any insular possession of the United
States if foreign materials do not exceed 70 percent of the total
value of such watches and movements, to amend child support
provisions of title IV of the Social Security Act, and for other
purposes. "

With respect to that portion of the bill relating to duty-free
treatment to watches and watch movements, we strongly recommend
approval by the President. With respect to title IT of the bill
which deals with amendments relating to the Social Security Act,
we defer to the views of the Department of Health, Education

and Welfare.

The first section of H.R. 7710 would amend the Tariff Schedules

of the United States with respect to the duty-free treatment of
watches and watch movements manufactured in any insular possession
of the United States by increasing to 70 percent the value of
foreign materials which such watches and watch movements may
contain., Present TSUS provisions limit to 50 percent the wvalue

of foreign materials contained in duty-free articles shipped to
the United States from its insular possessions.

The first section of H.R. 7710 would provide needed encouragement

to the third largest industry in the Virgin Islands at a time when
that territory is undergoing serious employment problems and a
revenue shortfall. The watch industries in Guam and American

Samoa, while much smaller than in the Virgin Islands, represent
important contributions to those economies which are also threatened
at the present time.

The practical effect of the first section of H.R. 7710 will be to
allow manufacturers of watches in U.S. territories to sell their

CONSERVE
AMERICA'S
ENERGY

Save Energy and You Serve America!




products in the United States at lower prices and therefore to
maintain production facilities which would otherwise have to be
closed down. The primary beneficiaries will be the territorial
economies and the U.S. consumer. We do not believe that any
significant U,S. interest will be hurt by this change,

Sincerely yours,

feayitonr

Rssistant  Secrfftary of the Interior

Honorable James T. Lynn

Director, Office of
Management and Budget

Washington, D.C,



GENERAL COUNSEL OF THE

DEPARTMENT OF COMMERCE
Washington, D.C. 20230

AUG 6 1975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H.R. 7710, an enrolled enactment

"To amend the Tariff Schedules of the United States
to provide duty free treatment to watches and watch
movements manufactured in any insular possession
of the United States if foreign materials do not ex-
ceed 70 percent of the total value of such watches
and movements, to amend child support provisions
of title IV of the Social Security Act, and for other
purposes. "

The Department of Commerce recommends approval by the President
of H.R. 7710 insofar as the provisions in sections 1 and 2, relating
to the duty free treatment of certain watches and movements manu-
factured in any insular possession of the United States, are concerned.

Under current law, assemblers of watches in the insular possessions
may ship their products to the United States duty free if not more than
50 percent of the landed value in the United States is represented by

the cost of foreign materials (the component parts of watch movements).
The bill would provide that such imports would be accorded duty free
treatment if the foreign materials did not exceed 70 percent of the
landed value. The need for this legislation is occasioned by the very
significant increase in the cost of foreign watch movement components
over the past two years caused solely by the devaluation of the dollar

in relation to foreign currencies.
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2.

Enactment of this legislation will permit the assemblers of watches
and watch movements in the insular possessions to pay the higher
cost of the foreign materials incorporated in the watches and watch
movements without having to arbitrarily increase the United States
selling price to double the cost of the foreign materials. We regard
the legislation as necessary if the assemblers in the insular posses-
sions are to reestablish competitive prices with imports of watches
assembled in foreign countries.

We have no recommendation to make concerning the other provisions
of H.R. 7710 which relate to amendments to the Social Security Act.

Enactment of this legislation will not involve any increase in the
budgetary requirements of this Department.

Sincerely,

Ko €. Baklea_.

General Counsel



DOMESTIC COUNCIL COMMITTEE ON THE RIGHT OF PRIVACY

WASHINGTON, D.C. 20504

August 7, 1975

Mr. James M. Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D.C. 20503

Subject: H.R. 7710 == Admendments Relating to Social Security
Act

Dear Mr. Frey:

H.R. 7710 does make improvements in the 1974 Child Support
Admendments (P.L., 93-647). Regretably it fails to address the
privacy and administrative issues raised in the President!s January
4, 1975 statement of P.L. 93647 and also falls short of resolving
fully the problems created by the safeguarding of information pro-
visions in that law and P.L. 92-603, the 1972 Social Security Act
Amendments.

Our lack of objection to H.R. 7710 should be read in light of
the attached paragraphs which are submitted as part of a proposed
statement for the President to issue upon signing the bill and

whi:7e incorporated herein by reference.

QR:mm



DRAFT 6/8/75

STATEMENT BY THE PRESIDENT

Title II of H.R. 7710 contains amendments to
P.L. 93-647, the new Child Support Enforcement law
that the 93rd Congress enacted just before it adjourned
last December. Some of these amendments are necessary
to prevent the child support law from further reducing
the income of families with absent parents. Others will
help to assure that the child support law is administered
humanely, with the interest of the deserted or abandoned
child clearly in mind.

Section 207 of Title II strengthens the confiden-
tiality of AFDC case records by specifying the purposes
for which information in them may be disclosed. These
new "safeguarding of information" rules are also a
positive step. Careful administration by HEW of these
rules might well go far toward alleviating some of the
confidentiality problems left unattended by the Congress.

On balance, I am disappointed with these amendments
and would return them for more thorough consideration if
I could do so without causing many families additional

financial hardship.



As I pointed out last January, the provisions of
P.L. 93-647 that call

for use of the Federal courts, the tax
collection procedures of the Internal
Revenue Service, and excessive audit
requirements are an undesirable and
unnecessary intrusion of the Federal
government into domestic relations.
They are also an undesirable addition
to the workload of the Federal courts,
the IRS, and the Department of Health,
Education, and Welfare Audit Agency.
Further, the establishment of a parent
locator service in the Department of
Health, Education, and Welfare with
access to all Federal records raises
serious privacy and administrative
issues.

These defects in the child support law should be corrected,
and as soon as possible so that undue administrative burdens
on Federal and State agencies can be avoided.

It should be clear by now that the objectives of the
child support law are not at issue. I agree with those
objectives and could support legislation to meet them so
long as the legislation does not further entangle the
Federal government in people's personal lives. I remain
ready to work with the Congress on additional amendments
to satisfy our mutually understood concerns and am hopeful
that this matter can be resolved soon after the current

recess.



ASSISTANT ATTORNEY GENERAL

LEGISLATIVE AFFAIRS

-

Bepartment of Justice
Washington, B.C. 20530

pug 7 1978

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined
a fascimile of the Enrolled Bill H.R. 7710, "To amend
the Tariff Schedules of the United States and provide
duty free treatment to watches and watch movements
manufactured in any insular possession of the United
States if foreign materials do not exceed 70 percent
of the total value of such watches and movements, to
amend child support provisions of title IV of the
Social Security Act, and for other purposes."”

The bill would amend general headnote 3(a) of
the Tariff Schedules of the United States (TSUS) which
currently provides that articles that contain foreign
materials shipped to the United States from its insular
possessions may enter free of duty if the value of the
foreign materials they contain is not more than 50
percent of the total value. Under this bill, the
permissible foreign material content of watches and
watch movements entitled to duty free treatment would
be raised to 70 percent of the total value.

The bill also contains amendments relating to part
A of Title IV of the Social Security Act granting the
Secretary certain authority as to grants to the states
and other amendments pertaining to the Social Security
Act. One of these amendments, subsection 208(d), which
authorizes a one-House veto of certain standards pre-
scribed by the Secretary of Health, Education and
Welfare under section 402(a) (26) (B) of the Social Security
Act as amended by subsection (a) of section 208, is not
in conformity with the procedure for the enactment of
legislation contemplated by Article I, Section 7, which
clearly indicates that the veto power of the President
is intended to apply to all actions of Congress which
have the force of law.



Although the presence of a one-House veto provision
in an enrolled bill is sufficient for this Department to
recommend against Executive approval of the bill, we are
reluctant to do so if the need for the legislation is so
great that the bill should be approved and the constitutional
defect merely mentioned in the signing statement. Because
the question of the need for the legislation cannot be
answered by this Department, we must defer to the Department
of Treasury regarding the amendment to the Tariff Schedules
of the United States and to the Department of Health,
Education and Welfare concerning the Social Security Act
Amendments on the question whether this bill should receive
Executive approval.

Sincerely,

Michael M. Uhlmann



U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

AUG 7 1975

Honorable James T. Lynn

Director, Office of Management
and Budget -

Executive Office of the President

Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to the request of your office for our
views on the enrolled enactment of H.R. 7710, "To amend
the Tariff Schedules of the United States to provide duty
free treatment to watches and watch movements manufactured
in any insular possession of the United States if foreign
materials do not exceed 70 percent of the total value of
such watches and movements, to amend child support
provisions of title IV of the Social Security Act, and

for other purposes.™”

This Department would have no objection to the President's
approval of this measure insofar as it pertains to duty
free treatment of watches and watch movements manufactured
in any insular possession of the United States if foreign
materials do not exceed 70 percent of the total value.

The Department defers to the Department of Health,
Education and Welfare regarding the provisions of Title II
"Amendments Relating to Social Security Act."

’

Sincerely,

g 7 k)
e Vi 1{7,’_.,;/
(~7i'f% 4

P VR /(_

'”Secretary of Labor



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

RUG 8 1975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

This is in response to Mr. Frey's request of August 4, 1975
for a report on H.R. 7710, an enrolled bill "To amend the
Tariff Schedules of the United States to provide duty free
treatment to watches and watch movements manufactured in
any insular possession of the United States if foreign
materials do not exceed 70 percent of the total value of
such watches and movements, to amend child support
provisions of title IV of the Social Security Act, and for
other purposes."

Only title II of the bill is of concern to this Department.
All of the provisions of that title would affect the child
support and establishment of paternity program established
as part D of title IV of the Social Security Act by

Public Law 93-647. The program was originally scheduled to
go into effect on July 1 of this year, but the effective
date was delayed until August 1 by Public Law 94-46.

Section 201 of the bill would provide relief for States which
are unable to meet the requirements imposed on them by the
new child support program at this time. Under that program a
State is required, as a condition of participating in the
program of aid to families with dependent children (AFDC)
under part A of title IV of the Social Security Act, to

(1) have a child support program approved under part D of
that title, and (2) require all applicants and recipients

of AFDC to assign all support rights to the State for collection
as part of the child support program. The Federal Government
reimburses the States for 75 percent of the cost of carrying
out programs approved under part D. Section 201 of the bill
would provide that if the Governor of a State certifies that
his State cannot meet either or both of these requirements
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because of the lack of authority to do so under state law

and explains the basis of the certification, the Secretary
shall grant the State a waiver from either or both of those
requirements, as the case may be, until the date requested

by the State, but in any event not later than June 30, 1976.
States which have been granted a waiver from the requirement
that they have a child support program approved under part D
would be reimbursed at the rate of 50 percent for the cost of
carrying out a program that meets the requirements for
approval except as provided by the waiver.

There are statutory and constitutional impediments to
implementation of the child support program in some States

and the Department supports this section of the bill. It
would achieve some of the same objectives as section 1 of

H.R. 8598, now pending before the Senate Finance Committee.
The Department supported enactment of that section in a letter
to Senator Russell Long, Chairman of the Finance Committee,
dated July 29, 1975, a copy of which is enclosed.

Section 202 of the bill would add a new provision to the list
of requirements for an approved State plan for the provision
of AFDC. Under this new requirement, which is directly
related to implementation of the new child support program,

a State plan would have to provide that, in determining the
amount of aid to which a family is entitled, any child support
collected and retained by the State pursuant to its child support
plan under part D of title IV which would not have caused a
reduction in aid had the child support been paid directly to
the family will be added to the amount of aid otherwise
payable to the family. This new requirement would affect only
States which provide aid to families with dependent children
at a rate which is less than their needs standard, but permit
child support payments to f£ill the gap between that standard
and the actual payment level, both in July 1975 and in the
month in which the support is collected.

On June 26 the Department submitted to the Congress legislation
which would have provided this same protection only for
individuals actually receiving child support which filled

the gap between the two standards in June 1975. However, we
have no objection to this section of the bill, just as we did
not object in our letter to Senator Long to the even broader
scope of similar provisions of H.R. 8598.
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Section 203 of the bill would provide relief for States which
are able, under State law in effect on August 1, to meet the
requirement that all support rights of applicants and recipients
of AFDC be assigned to the State for collection but need time
to obtain those assignments. Under section 203 the assignment
would not have to be obtained with respect to individuals

who are recipients of AFDC on August 1 until the earlier of
the first redetermination of AFDC eligibility after August 1
or February 1, 1976. The Department supports this section of
the bill as necessary to orderly implementation of the new
child support program.

Section 204 of the bill would amend section 403(a) of the Social
Security Act to exempt AFDC assistance required by the child
support program to be in the form of protective payments from
the 10 percent limitation imposed by that section on the amount
of assistance provided in that form. In the Department's view
mandated protective payments should not be subject to the
limitation on the discretionary use of such payments by the
States and we support this section of the bill just as we
supported an identical provision of H.R. 8598 in the letter

to Senator Long.

Section 205 would give the Department authority to make
quarterly advances of federal reimbursement for estimated
state expenditures under the child support program. This
authority now exists for all other federally-assisted, state-
operated programs established by the Social Security Act

and the Department supports this section of the bill. The
letter to Senator Long on H.R. 8598 supported an identical
provision of that bill.

Section 206 would provide for reimbursement under the child
support program for state expenditures incurred during

July 1975 in anticipation of implementation of that program.
The States had only a few days notice that the effective
date of the child support program was being delayed from
July 1 to August 1, and we do not object to this section of
the bill just as we did not object in our letter to

Senator Long to an identical provision of H.R. 8598.

Section 207 of the bill would amend part A of title IV of the
Social Security Act to provide that the States participating
in the AFDC program must restrict the use or disclosure of
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AFDC case records to purposes directly connected with (1) the
administration of the Social Security Act's welfare programs,
(2) investigation, prosecution, and criminal and civil
proceedings conducted in connection with the administration

of those programs, and (3) the administration of other federal
and federally-assisted programs that provide assistance or
services on the basis of need, and must prohibit disclosure

to legislative bodies of any information that identifies

AFDC applicants or recipients by name or address. These
restrictions are not identical to those advocated by the
Department in its letter to Senate Long on H.R. 8598. However,
they are similar in many respects and are a substantial
improvement over the current provisions of law which permit
disclosure to any public officials who require such information
in connection with their official duties. The Department
therefore supports this provision of the bill.

Section 208 of the bill would amend the new child support
program to provide that an AFDC applicant or recipient will
not be required to cooperate in the collection support
payments if the applicant or recipient is found to have good
cause for refusing to do so as determined under standards
prescribed by the Secretary, which standards must take into
consideration the best interests of the child on whose behalf
the AFDC assistance is claimed. The Secretary would be
required to submit his proposed standards to the Congress and
they would go into effect 60 days after submission unless
disapproved by either House. The Department does not oppose
amending the child support program to provide for standards
established by the Secretary under which AFDC applicants and
recipients are exempted from the cooperation requirement, as
we indicated in our letter to Senator Long on H.R. 8598. We
are opposed to granting either House of Congress the power

to reject the standards developed by the Secretary on the
ground that this provision is an unconstitutional exercise

of congressional power, but in our view this objection is

not sufficient to justify a veto of the bill.

Section 209 contains a technical amendment to section 402 (a) (27)
of the Social Security Act and has no substantive effect.



Honorable James T. Lynn 5

Therefore, the Department recommends that H.R. 7710 be signed
into law, subject to consideration of the views of affected
agencies with respect to the provisions of the bill other than
title II. In our judgment the signing should be accompanied
by the release of a statement noting the President's
reservations with respect to the constitutionality of the
provisions of section 208 granting either House of Congress
the power to reject any standards developed by the Secretary
under the amendments made by that section. We believe the
statement should also reaffirm the President's support for
the changes in the child support program which he requested
when Public Law 93-647 was signed into law. A draft signing
statement is enclosed.

Sincerely,

Secretary

Enclosures















EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
, WASHINGTON, D.C. 20503

AUG 8 1875

MORANDUM FOR THE PRESIDENT

GC' Subject: Enrolled Bill H.R. 7710 - Tariff treatment of
certain watches; child support amendments
Sponsor - Rep. de Lugo (D) Delegate from the
Virgin Islands

Last Day for Action

‘August 14, 1975 - Thursday -

Purgose

Increases from 50% to 70% the maximum value of foreign
materials which may be contained in watches and watch
movements manufactured in U.S. insular possessions entitled
to duty-free entry into the U.S.; makes certain revisions
in the recently-enacted child support program under Title
IV of the Social Security Act.

Agency Recommendations

Office of Management and Budget Approval (Signing
’ statement attached)

Department of Health, Education,

and Welfare Approval (Signing

_ s statement attached)
Domestic Council Committee on the

Right of Privacy No objection (Signing

statement attached)

Council on International Economic ,

Policy No objection

Department of Commerce Approval of tariff
provisions; no recom-
mendation on child
support provisions

Department of the Interior Approval of tariff
provisions; defers to
HEW on child support
provisions



Office of the Special
Representative for Trade
Negotiations No objection to tariff pro-
visions; defers to other
agencies on child support
.- provisions
Department of the Treasury No objection to tariff pro-.
visions; defers to HEW on
child support provisions
Department of Labor No objection to tariff pro-
: visions; defers to HEW on
child support provisions

'Department of Justice Defers to Treasury and HEW
Department of State Defers to other agencies
Discussion

Sections 1 and 2 of H.R. 7710 are designed to assist the
watch industries in the Virgin Islands, Guam, and American
Samoa by raising to 70% the permissible foreign material
content of watches and watch movements produced in U.S.
possessions and shipped to the U.S. duty free. None of the
executive branch agencies which commented on these provisions
raised objections.

Title II of the enrolled bill would amend in several respects
the child support program approved on January 4, 1975 as

part of the Social Services Amendments of 1974 (P.L. 93-647).
This program was to have gone into effect on July 1, 1975,
but the effective date was delayed until August 1, 1975 by
P.L. 94-46, which you approved on June 30.

In your signing statement on P.L. 93-647, you objected to
certain provisions of the child support program as injecting
the Federal Government too far into domestic relations.

You cited specifically provisions for use of Federal courts
and tax collection procedures of the Internal Revenue Service,
and excessive audit requirements. You also indicated that
the establishment of a parent locator service in HEW raised
serious privacy and administrative issues.

On July 21, 1975, the House passed H.R. 8598 (357-37),
which would have corrected these and certain other problems
in the child support law. In a letter to Senator Long on
July 29, Secretary Weinberger indicated general support for
H.R. 8598 with certain amendments; that letter is attached
to HEW's views letter on the enrolled bill. On August 1,
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Senator Long, with the agreement of Reps. Ullman and Corman,
offered on the Senate floor a few of the provisions of

H.R. 8598~-modified, in some cases--as anmendments to

H.R. 7710. They were adopted in the House on the same

day.

These amendments, which comprise Title II of the enrolled
bill, do not address the concerns you expressed in your
signing statement last January. They are generally
unobjectionable as far as they go, however, but do include
one feature viewed by Justice and HEW as an unconstitutional
exercise of congressional authority. The Title II pro-
‘visions of H.R. 7710 are explained further below.

Tariff treatment of certain watches
and watch movements

Under existing provisions of the Tariff Schedules of the
United States, an article manufactured in an insular pos-
session of the United States may be imported into the
United States free of any duty if the value of foreign
materials it contains does not exceed 50% of the article's
total value. Moreover, other law imposes an overall quota
for duty-free entry into the United States of watches and
watch movements assembled in the three insular possessions
equal to one-ninth of total apparent U.S. watch consumption
during the preceding calendar year.

Until recently, watch industries had prospered in the
Virgin Islands, Guam, and American Samoa, as the laws cited
above had enabled them to compete with foreign watch
manufacturers and provide significant employment and revenue
for their local economies. However, since 1973, watch
production and related employment in the three possessions
have decreased markedly. The increased cost of foreign
parts used in assembling watches, much of which is
attributable’to U.S. currency devaluations, has eliminated
the competitive advantage that the watches and watch move-
ments manufactured in the possessions enjoyed over those
imported directly from abroad.

The provision in H.R. 7710 to increase from 50% to 70% of
total value the permissible foreign material content of
watches and watch movements eligible for duty-free treat-
ment is intended to restore to the insular possessions their
ability to compete against foreign manufacturers in the

U.S. watch and watch movement market.



Child Support Amendments

Title I1 of the enrolled bill would amend the "child
support and establishment of paternity program" enacted
as part D of title IV of the Social Security Act in a
number Of respects described in detail in HEW's views
letter. The following summarizes the major substantive
amendments and positions previously taken by the
Administration.

Temporary waivers for certain States--Under the child

" support program, in order for a State to participate in

the program of aid to families with dependent children
(AFDC), it must (1) have an approved child support program
under title IV D and (2) require all AFDC applicants and
recipients to assign all their child support rights to the
State for collection. The Federal Government reimburses the
States for 75% of the cost of carrying out programs approved
under title IV D. '

Some States have been unable thus far to enact the necessary
statutes to bring them into compliance with the child support
requirements and, accordingly, would lose their Federal AFDC
funds. The enrolled bill would permit the Secretary to grant
waivers up through June 30, 1976 to States which certify,
with explanations, that they lack authority to comply under
State law. States with waivers would receive 50% of their
operating costs in Federal matching funds under the child
support program.

The Administration indicated support for a similar pro-
vision in H.R. 8598, the House-passed child support bill.
However, it also supported the 1976 Budget recommendation
that the Federal matching rate for child support be reduced
to 50%--the same as the AFDC matching rate--and proposed a
33 1/3% matching rate for States unable to implement the new
program immediately. '

Protection of recipients' income--Certain States provide

AFDC payments below their needs standard, but permit child
support payments to £ill that gap. In those States, the
current child support law could have the unintended result of
actually reducing a recipient family's income since it requires
that all child support payments be collected by the State

and distributed according to a specific formula which would
not in all cases maintain the same total payment level to a
family.
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H.R. 7710 would amend the law so as to permit such States
to continue to allow recipients to keep a portion of the
child support payments they receive so that their income
would not be reduced because of their assignment of child
support rights to the State.

HEW, on June 26, submitted to the Congress a legislative
proposal similar to this provision, which is consistent
with the major objective of encouraging support payments.
The Department has no objection to the version incorporated
in the enrolled bill.

- Safeguarding of information--Under present law, the State

AFDC plan must permit the use or disclosure of information
concernlng applicants or rec1p1ents to "publlc officials

who requlre such information in connection with their official
duties" or "other persons for purposes directly connected
with the administration" of AFDC.

H.R. 7710 would provide, instead, that States must restrict
the use or disclosure of AFDC case records to purposes
directly connected with (1) the administration of the

Social Security Act's welfare programs, (2) investigation,
prosecution, and criminal and civil proceedings conducted

in connection with the administration of those programs, and
(3) the administration of other federal and federally-assisted
programs that provide assistance or services directly to
individuals on the basis of need. The safeguards so provided
must prohibit disclosure to legislative bodies of any ’
information that identifies AFDC applicants or recipients

by name or address.

HEW states that these restrictions are similar in many
respects to those advocated by the Department in commenting
on H.R. 8598, and are a substantial improvement over the
current provisions of law. The Department therefore supports
this provisidn of the enrolled bill. The Domestic Council
Committee on the Right of Privacy feels that the bill falls
short of resolving fully the problems of safeguardlng of
information, but that it does make improvements in present
law.

Protection of child's best interest--The enrolled bill
would amend the new child support program to provide that
an AFDC applicant or recipient would not be required to
cooperate in the collection of support payments, as present
law requires, if the applicant or recipient is found to
have good cause for refusing to do so as determined under
standards prescribed by the Secretary, which must take into
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consideration the best interests of the child on whose
behalf the AFDC assistance is claimed. The Secretary
would be required to submit his proposed standards to the
Congress and they would go into effect 60 days after
submission unless disapproved by a resolution adopted by
either House. ' ‘

HEW, in its letter to Senator Long on H.R. 8598--which

did not include a one-House veto provision--indicated no
objection to providing standards to be established by

the Secretary for exemption of a parent from mandatory
cooperation in pursuing child support collection in cases
‘where this would be against the child's best interest.

The Department is, however, opposed to granting either House
of Congress the power to reject the standards developed by
the Secretary on the grounds that this provision is an
unconstitutional exercise of congressional power.

Justice states that this section "is not in conformity with
the procedure for the enactment of legislation contemplated

by Article I, Section 7, which clearly indicates that the

veto power of the President is intended to apply to all actionms
of Congress which have the force of law."

Recommendations

With respect to the provisions of the enrolled bill con-

cerning duty-free importation of watches and watch movements
manufactured in U.S. insular possessions, the agencies con-
cerned either recommend your approval or raise no objection.

With respect to the child support provisions:

HEW recommends approval of the bill with a signing statement
noting your reservations with respect to the one-House veto
provision and reaffirming your support for the changes you
requested when P.L. 93-647 was signed into law.

Justice states:

"Although the presence of a one-House veto provision
in an enrolled bill is sufficient for' this Department
to recommend against Executive approval of the bill,
we are reluctant to do so if the need for the legis-
lation is so great that the bill should be approved
and the constitutional defect merely mentioned in the
signing statement. Because the question of the need
for the legislation cannot be answered by this



Department, we must defer to the Department of
Treasury regarding the amendment of the Tariff
Schedules of the United States and to the
Department of Health, Education, and Welfare
concerning the Social Security Act Amendments
on. the question whether this bill should receive
Executive approval."”

The Domestic Council Committee on the Right of Privacy

does not object to H.R. 7710, but asks that its position
be read in light of the proposed signing statement attached
. to its views letter.

* % % % % * % %

The noncontroversial provisions of this enrolled bill
affecting duty-free watches present no problems. The
bill's child support provisions do not appear to have any
51gn1f1cant budgetary impact. One of these provisions,
moreover, is of some urgency--that which would allow
States additional necessary time to comply with these new
provisions without being cut off from AFDC payments.

On the negative side, as noted above, the bill has an
unconstitutional feature similar to others the Congress has
recently enacted. Moreover, it does not correct the problems
you mentioned in approving the child support program last
January. Although Senator Long has agreed to consider these
problems further, his remarks on the Senate floor suggest
that approval of H.R. 7710 would substantlally reduce the
impetus for any additional legislation in this area.

On balance, we recommend approval of the bill with a
signing statement relteratlng the objections you noted in
your original signing statement on P.L. 93-647, urging
additional leglslatlon to remedy those objections, and
expressing your concern about the one-House veto provision.

In the statement you issued on May 26, in approving the
Amtrak Improvement Act of 1975, which also contained a
one-House veto provision, you noted your serious concern
about the increasing frequency with which the Congress
passes legislation containing such provisions. You could
simply repeat that concern in a signing statement on

H.R. 7710. Alternatively, you may wish to indicate in
this signing statement--as has been done occasionally in
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prior Administrations in the case of one-Committee veto
provisions--that you will instruct HEW to treat the

provision as a request for advance reporting. Our
attached signing statement takes this latter approach.

Assistant Director for
Legislative Reference

Enclosures



STATEMENT BY THE PRESIDENT

I have today approved H.R. 7710, a bill which would
make a desirable change in the tariff laws affecting watches
and watch movements manufactured in U.S. insular possessions
and amend the new child support program which became law last
January as part of the Social Security Act.

:The child support amendments added to this bill shortly
before the Congress recessed will prbvide some States needed
time to change their laws to comply with the new program, which
beqame effective on the first déy of this month. They will
also help in the orderly implementation of this program and
will strengthen the confidentiaiity of records in the program
of Aid to Families with Dependent Children by specifying the
purposes fqr disclosure of such records.

One of these amendments requires the Secretary of Health,
Education, and Welfare to develop standards to assure that
unreasonable demands are not made on individualsAto cooperate
with States in their child support collection efforts.
Regrettably, this amendment requires the Secretary to submit
the proposed standards to the Congress with the provision that
they may be disapproved by either House within 60 days.

As I indic§ted when I signed into law the Amtrak Improvement
Act of 1975 on May 26, I am seriously concerned about the
increasing fréquency of passage by Congress of legislation
containing such provisions, which are an unconstitutional
exercise of congressional power. At the same time, I believe
it is entirely proper for the Congress to request information
and to be consulted on the operation of Government programs.

I am therefore instructing the Secretary of Health,
Education, and Welfare to treat this provision of H.R. 7710

simply as a request for information about the proposed

\
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standards in advance of their promulgation, and, accordingly,
to report to the Congress at least 60 days ahead of time the
standards he intends to prescribe to protect individuals'
interests in child support collection efforts.

When I approvéd the legislation establishing the new
child support program last January, I expressed my strong
support for its objectives. I reaffirm that support. However,

at that time I also stated that some of the program's pro-

visions inject’the Federal Government too deeply into domestic

rel;tions and that other provisions raise serious privacy and
administrative issues. I pointed specifically to the pro-
viéions for use of the Federal courts and the tax collection
procedures of the Intefnal Revenue Service for the collection
of child support, the provisions imposing excessive audit
requirements on.the Department of Health, Education, and Welfare,
and the provisions establishing a parent locator service with
access to all Federal records.

Legislation which would have corrected these problems
was recently passed by the House of Representatives, but
these corrective amendments were not included in the bill I
héve just signed. I urge the Congress to enact such legisla-
tion as soon as possible after'the current recess, so that the
desirable objectives of the child support program are not

’

undermined by undue intrusion of the Federal Government in

people's personal lives.




THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220

AUG 8 1975

Director, Office of Management and Budget
Executive Office of the President
Washington, D.C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of this
Department on the enrolled enactment of H,R., 7710, "To amend
the Tariff Schedules of the United States to provide duty free
treatment to watches and watch movements manufactured in any
insular possession of the United States if foreign materials
do not exceed 70 percent of the total value of such watches and
movements, to amend child support provisions of title IV of the
Social Security Act, and for other purposes."

The first title of the enrolled bill would amend general
headnote 3(a) (i) of the Tariff Schedules of the United States
to increase from 50 to 70 percent of total value the maximum
percentage of foreign materials which watches and watch move-
ments manufactured in United States insular possessions outside
of the customs territory of the United States may contain to
qualify for duty-free treatment. No change would be made in
the quota system, in existence since 1966, which has established
limits on imports of duty~free watches from such insular
possessions based upon prior United States consumption levels.

We understand that the change in the headnote is proposed
because foreign currency fluctuations vis-a-vis the U.S.
dollar have increased the landed cost of the foreign components
to a point where the 50 percent test cannot always be met, and
the watch assembly trade in the insular possessions is in
immediate danger of being permanently shut down.

This Department recognizes that increasing the foreign
components percentage for watches and watch movements may
create pressure for a similar reduction in the case of other
products. However, it should be noted that the situation in
the watch market is somewhat unique for three reasons. First,
there is a quota program to regulate imports from such insular
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possessions. Second, the normal duty on watches includes a
specific duty as well as an ad valorem rate and the normal
duty on watch movements consists of a specific duty alone

or in combination with an ad valorem rate. Consequently,

as the value of dutiable watches and watch movements increases,
the duty protection decreases on a percentage basis. Last,
adverse economic repercussions would result from a delay in
relief. 1In this regard, the watch industry is now the third
largest industry in the Virgin Islands, employing more than
one thousand native workers.

Although this Department would have preferred the first
title of the enrolled enactment to provide for only a temporary
modification of the qualifying foreign content percentage,
we have no objection to the provision in its present form.

Title II of the enrolled enactment would, inter alia,
amend the child support provisions of title IV of the Social
Security Act, and particularly those added by the Social
Services Amendments of 1974.. These provisions are primarily
the concern of the Department of Health, Education and Welfare
(HEW) and the Treasury Department defers to the judgment of
HEW regarding the advisability of the amendments which would
be made by title II of the enrolled bill.

In view of the above, the Department would have no objection
to a recommendation that the enrolled enactment of H.R. 7710

be! approved by the President.

Sincerely yours,"

A7 [,

General Counsel

Richard R. Albrecht



MEMORANDUM 5461

NATIONAL SECURITY COUNCIL

August 9, 1975

MEMORANDUM FOR: JAMES CAVANAUGH

FROM: / Jeanne W. Davis

SUBJECT: H,R. 7710 - Tariff Treatment of
Certain Watches; Child Support
Amendments

The NSC Staff concurs in the proposed Enrolled Bill H. R. 7710 -
Tariff treatment of certain watches; child support amendments.































































H.R.7710—2

“Sge. 455. From the sums appropriated therefor, the Secretary shall
pay to each State for each quarter, beginning with the quarter com-
mencing July 1,1975, an amount—

“(1) equal to 5 percent of the total amounts expended by such
State during such quarter for the operation of the plan approved
under section 454, and
“(2) equal to 50 percent of the total amounts expended by such
State during such quarter for the operation of a plan which
meets the conditions of section 454 except as 1S provided by a
waiver by the Secretary which is granted pursuant to specific
authority set forth in the law ; e : :
except that no amount shall be
nishing child ort,
(other than

202 )2(a) of the Social Security Act is amended—

1) by striking out “and” at the end of parafgraph (26) ;

2) by striking out the period at the end of paragraph (27)
and inserting in lieu thereof “; and”; and

dding after paragraph (27) the following new

“(28) provide that, in determining the amount of aid to which
an eligible family is entitled, any 1pox*tion of the amounts collected
in any particular month as child support pursuant to a plan
approved under part D, and retained by the State under section
457, which (under the State plan approved under this part as
in effect both during July 1975 and during that particular month)
would not have caused a reduction in the amount of aid paid to
the family if such amounts had been paid directly to the family,
shall be added to the amount of aid otherwise payable to such
family under the State plan approved under this part.”.

SUPPORT ASSIGNMENTS BY RECIPIENTS DURING TRANSITIONAL PERIOD

Skc. 203. (a) In the case of any State the law of which on August 1,
1975, meets the requirements of section 402(a) (26? (A) of the Social
Security Act, the requirements of such section shall be effective, with
respect to individuals who are recipients on August 1, 1975, at such
time as may be determined by the State agency, but not later than the
time of the first redetermination of eligibility required after August 1,
1975, and in any event not later than February 1, 1976. '

(b) In the case of any State described in subsection (a), the pro-
visions of section 454 (4) and (5) of the Social Security Act shall,
during the period beginning August 1, 1975, and ending December 31,
1975, %e applied, with respect to all recipients of aid under the State
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plan of such State (approved under part A of title IV of such Act)
who have not made an assignment pursuant to section 402(a) (26) (A)
of such Act, in the case of such State in like manner as if the phrase
“with respect to whom an assignment under section 402(a) (26) of
this title 1s effective” did not appear therein, and the provisions of
section 458 of such Act shall, during such period, be applied in the
- case of such State in like manner as if the phrase “support rights
assigned under section 402(a) (26)” read “child support obligations”.

REMOVAL OF VENDOR PAYMENT LIMITATION FOR CHILD SUPPORT

Skec. 204. Section 403 (a) of the Social Security Act is amended by
inserting before the period at the end thereof “or section 402 (a) (26)”.

AUTHORITY FOR QUARTERLY ADVANCES TO STATES FOR CHILD
_ SUPPORT PROGRAMS

Skc. 205. (a) Section 455 of the Social Security Act (as added by
the Social Services Amendments of 1974 and amended by section
201(c) of this Act) is amended by inserting “(a)” immediately after
“Sec. 455.” and by adding at the end thereot the following new
subsection :

“(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsec-
tion (a) for such quarter, such estimates to be based on (A) a report
filed by the State containing its estimate of the total sum to be
expended in such quarter in accordance with the provisions of such
subsection, and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures in
such quarter, and if such amount is less than the State’s proportionate
share of the total sum of such estimated expenditures, the source or
sources from which the difference is expected to be derived, and (B)
such other investigation as the Secretary may find necessary.

“(2) The Secretary shall then pay, in such installments as he may
determine, to the State the amount so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Secre-
tary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection.

“(3) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.”.

PAYMENTS TO STATES FOR CERTAIN EXPENSES INCURRED DURING JULY 1975

Sec. 206. Notwithstanding any other provision of law, amounts
expended in good faith by any State (or by any of its political sub-
divisions) during July 1975 in employing and compensating staff
personnel, leasing office space, purchasing equipment, or carrying out
other organizational or administrative activities, in preparation for or
implementation of the child support program under part D of title IV
of the Social Security Act, shall be considered for purposes of section
455 of such Act (as amended by this Act), to the extent that payment
for the activities involved would be made under such section (as so
amended) if section 101 of the Social Services Amendments of 1974
had become effective on July 1, 1975, to have been expended by the
State for the operation of the State plan or for the conduct of activi-
ties specified in such section (‘asso amended).

















