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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 \<Jhich 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 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 quality day
care standards.

My recently proposed Federal Assistance

for Community Services Act would adopt this principle,
and with i t 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

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 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.

It would demand the expenditure of $125

million over the next six months, and could lead to $250
million more each year thereafter.
H.R. 9803 would also 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 wi.n the right to ·
determine both the form and the content of services to
be provided according to 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 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 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. 9803.

In 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
qppropriateness.
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 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
to 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
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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 day 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 taxpayer.

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 ther~fter.
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 situatior{
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
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 "quota" set by H.R. 9803
as the threshold for imposition of the onerous Federal staffing
standards.

In those centers not choosing to take advantage

3

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 XXeligible 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

questions that have been raised about the 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 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 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 services programs in ways they believe will best
meet the needs of their citizens.

THE WHITE HOUSE
April

, 1976
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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 removal 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.
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AVby postpon1hg 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-Hearth,
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 th~·i"o/i'
~·

social services programs in ways they believe will
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1st Session

REPORT
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 "\Vays and Means,
submitted the following

REPORT
[To accompany H.R. 9803]

The Committee on vVays and Means to whom was referred the bill
(H.R. 9803) to postpone for six months the effective date of therequirement 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 September ·1975, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.
PuRPOSE

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 regulations 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 legislative 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 considerations in a satisfactory day care center is that the number of adults
available to provide care t"o children is sufficient to provide good care.
It has c?me to the attention of your Committee that c~ild day care
centers m some States fall far short of the staff to chrld ratios.........,..--quired in Title XX of the Social Security Act. It has been claim thlh~ R D
enforcement of these standards immediately on October 1 coul esult
<~
;c
)~

57-006
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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 Committee 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 care homes from the ages of 3G months up to six years of
age scheduled to go into effect on October 1 ttl'C 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 Interagency Day Care Requirements of 1968. A one-year grace period
was provided from .July 1, 1968, provided that there was evidence
of progress nnd good intent to comply. The Federal Interagency Day
Care Requirements of 1968, did not specifv Federal standards for
e,are of children under the age of 3 in day care centers, but required
~tateR to have adequate standards. Federal law has required that
States enforce such standards for day care programs :funded tmder
the public assistance titles of the !?oeial Security Act. A finding by
the Department of Health, EducatiOn and 'Welfare of failure to substantially complLw~th thi~ reqriirement by a f?tateis to result) prior
to October 1, 19w, m demal of federal matchma for cash assistance
and services or, at the discretion of the Secretary of Health Educati~m ~mel \Velbre, just day ca.re services funded under P~rt A of
T1tle IV of the Social Security Act.
GENERAL

DISCUSSION

Public Law }l3-(i47 provides that the Federal Interaaency Day Care
Standards shall apply to chil.dren ?etween the ages
three ai1d six.
(These stam;Iards were establ~shed m 1968). It also provides that the
Secretary of Health, Educatwn and \Velfare can bv regulation set
standards for children under age three. The Secretarv of Health
E~ueation a!ld 'Welfare has established a ratio of one adult for each
c!nld up to s1x weeks of age and one adult for each 4 children between
SIX weeks and three years of age.
It also set certain. staffing ratios for day care for children 6 and
o~er. The Subcmmmttee on Public Assistance held a brief hearing
w1th the D~pnrtment of Health, Education and \VeJ:fare and invited
representatwes of other agencies interested in child care invited to
be prese::tt. The Sub~ommi.ttee ·was convinced that the issue could
not be g1ven the consHlerat1on that was needed in the time available
before. October 1 :vhtm Public Law 9~---647 goes into effect. The Subcommitte~ acco.r1mgly recommended. H.R. 9803 wh~ch would postpone tl!e Imposttlon of a penalty forsix months (until April1, 1976)
regardmg day care center and group
care homes standards as
to staffmg r:,ttios for children between the ages of
weeks and six
years. Certam safeguards would also be provided. A day care center
or d~~;y care hom? group conld not have a less strict ratio of adults
to children than It ach~ally had on ~eptember 15, 1975. It would also
have to meet all reqmrements of State law that were in effect on
Septembe~ 15, .1!)75 ~~nd if, d!lring the six-month period the State
made modificatiOn to 1mp?se higher standards these would have to be
met., ~he penalty ~or fa1lnre to fulfill the requirements would be
(as 1.t 1s under Puhhc Law 93-647) inelip:ibility for federal participabon m the clay care services expenditures involved.
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. This legislation would not affect provisions of law other than staff-

mg stan4ards such as standards relating to the health and safety of
dnldren m day c!\re centers and group day care homes. Failure to meet
!hese o~her requirements would result in the imposition of a penalty
Immedmtely.
This legisltltion would not" repeal or in any WHY chan<re the child
day care standards imposed or authorized i1; Public La'~ 93-647. It
would merely suspend ce1tain provisions of those standards and of
Public Law 93-647 for R period of six months if certain safe.guards
are met.
Your Co~n~nitt~e does not wish to give any impression that H has
made a deciSl<?n to ,permanently lower or modify the proposed standards. Rather, It believes a l?eriod .of time is n<>~essary in order to give
thorough and ?rderly consideratiOn to the p1·oblems involved and to
attempt to arr1ve at the best solutions that can be found. It will also
consider the situation which has prevailed to date of failure by HEvV
and the States to obey Federal law regarding enforcement' of day
care standards.
·
TUnder .Public L~w 93-647~ t~e Secretary of Health, Education and
\\ elfaJ'? IS respons1~le for makmg a study of day care standards and
regnlatwns for makmg a full report to the Congress during the first
six months of 1V77 based on the data he obtains. 'Much more definiti,,e
judgments may then b~· available for the formulation of permanent
standards. In the next s1x months your Committee will also he examining this issue closely to determine appropriate future action.
OTHER UATTJms REQuiRED

To

BE DISCUSSED rNDER HoUSE RuLES

In compliance with Rule XIII, clause 7 (a), the Committee makes
the following estimates regarding the Fedeml costs of H.R. 9803.
H.R. 9803 would not increase the -costs in the current fiAcal year and
'\vould have no effect on the costs in each of the followino· five fiscal
}:ears. The legislation contains no new authorizations o~ modificatiOns of existing authorizations.
In compliane~ with Rule XI, clause 2(1) (2) (B) the Committee
states that ~he bill ;vns Ot'dered reported by a ummimons voice vote.
In .c~mphance vnth Rule XI, clause 2(1) (4) the Committee states
~hat 1t IS _not e_xp~ctcd that the le¢.slation woul~ have any inflationary
Impact. smc~ It mv?lves no a~chtwnal expenditures.
In complumce ;VIth_ Rnle XI clause 2(1) (3) (A) the Committee
states that the legislatiOn !·elates to a new program to be established
on O:tober ~· The C<?mnuttee. has c?nsidered the problems relatin<Y
to tlns effective date for eertmn staffing standards for dav care~ ana
t~1e p~trpose of this l~gis]ntion is to iHovide the Comn1ittee more
time for adequate ~ev1ew and consideration of the problerns.
In nccordance. w1th ~ule XI, clause 2(1) (3) (B), the Committee
Atates that the b1ll provides no new budget authoritv or tax expenditures.
·
In accord.ance with Rule XL clause 1 (B) (C) the Committee states
that .no estimate has been received from the Director of the Congresswnal Budget Office.
In complia~1ce with Ru_le XI, clause 2(1) (D) the Committee states
that no oversight or findmgs or recommendations have been received
H.R. :511
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by the Committee on \Vays and Means from the Committee on Government Operations.
Sr:CTION-BY-si<:CTION ANALYSIS m'

H.R. 9803

The bill consists of a single section whi~h adds a new paragrap~ to
section 7 (a) of Public L_Mv 93-647. Tlus new l>,ar~graph p~oVIdes
that payments under sectiOn 2002 (a) ( 1) of the Soe1.al S~cunty Act
with respect. to the provi:::ion of child day care serviCe~ 111 day care
centers in the ease of clnldren between the ages of s1x weeks and
six yedrs·, may he made ~uring the perio~ ending March ~n, 1976
,dthout rerrard to the reqmrements for staffing standards "\VhiCh were
imposed b.;' H(:lction 2002(a) (9) (A) (ii) if the staffing standards actually being. appli~d meet certain condition~. These .are:
1. Standards m eftect must comply w1th applicable State law at
the time the services are provided.
2. The standards must be no lower thanthe corresponding standards
which \Yere required by applicable State hnv in September 15, 1975.
3. The staffing standards must .be no lmver in th~ case of any day
cure center than the correspondmg standards winch w<~re actually
being applied on September 15, 1975.
CHANGES IN I<JxiSTING L.:\W MADE BY THE BILL, AS REPORTED

In compliance with clause 3 of Rule XIII of the Rnll•s of the House
of RepresentatiYes, changes in existing law made by the bill, as reported, are shown as follows (new matter is printed in italic, existing
law in w~ich no change is proposed is shmvn in roman) :
PUBLIC LAW !J3-64i
AN ACT To amHnd the So(·ial Security Act to establish a consolidated program
of F'ederal financial assistance to encourage provision of services by the States

Be it enacted by the Senate and HouBe of RepreBM~tati1:eB of the
United /3ta.te.<;; of Amet•ica in Oongre88 a88embled. That this Act may he
cited as the "Social Services Amendments of 1974".

each State shall begin on October 1, 19i5, 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) Not1.vithstanding paragraph (1) of this subsection, payments
under section ~00~ (a) (1) of the Social Security Act with respect to
expenditures in connection 'with the provision of child day care service8 in day care centers and group day care homes, in the oaJSe of
children between the ages of 6 weeks and 6 years, 11Ul.Y be made, fo1'
quarters during the period ending March 81, 1976, without regard to
the requirements relating to staffing Btandards 'which are hnpoBed by
or under 8ection ~00~ (a) (9) (A) ( ii) of such Act, 80 long as the staffing
standards aotually being applied in the provi8ion of the 8ervices in'IJolved (A) comply 1.oith applioable State law (as in effect at the time
the services are provided), (B) are no lo1.oer than the corresponding
staffing 8tandards which we're i1nposed or 1·equi1•ed by applioable State
law on September 15, 1tl75, and ( 0) are no lower, in the case of any
day care center' or group day ca1'e home, than the o01"7'esponding standard8 actually being applied in 8ueh center or home on September 15,
1975.

*

*

*

*

*

0

PART A-SOCIAL SEI!.VlCES AMENDMENTS

SEc 2. The Social Security Act is amended by inserting at the end
thereof the follo,ving new title:
·.
"TITLI<J XX-GRANTS TO STATES FOR SERVICES

*

*

*

*

EFFECTIVE DATES

SEc. i. (a) (1) The amendments made by sections 2 and 5 of this
Act shall be effective with respect to payments for quarters commencing after September 30, 1975.
(2) Notwithstanding the provisions of section 2004 of the Social Sec
curity Act, as amended by this Act, the first services program year of
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REPORT

No. 94-592

ASSISTANCE IN MEETING FEDERAL CHILD CARE
STANDARDS

JANUARY

26, 1976.-0rdered to be printed

·Mr. LoNG, 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 September 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 31, 1976)
certain Federal child care staffing requirements. The substance of the
House bill was subseq_uently enacted in other legislation but with a
.January 31, 1976, termmation date. The committee amendment extends
that suspension, provides additional Federal funding to meet the requirements, 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, ~~~&il'd: ;.;:'~.
October 21, 1975, postpones until February 1, 1976, certain/Jf~deral '-:: \
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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 Act. Under the committee amendment this temporary postponement of these standards would continue
for an additional 5 months (through ,June 30, 1976).
Additional Federal funding of child care.-The Sooial Services
Amendments of 1974 require that child care services funded under the
social services program meet certain minimum Federal standards with
respect to staffing 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 fiseal year
1978, 20 percent of the additional Federal funding provided by the
bill will be reserved for allocation by the Department of Health, Education, and Welfare to those States determined to have particular
funding problems related to complying with Federal child care
standards.
Taw credit for employin,q 'mel fare recipients in child care.-The committee amendment is designed to encourage States to meet the Jl~ederal
child care stp,ffing 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 nonprofit providers and those with httle or rro 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.
Waiver of standards in 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 fac.ility which does meet the Federal requirements.
Modification of family day care home requirements.-The 1974law
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 wo11ld be ~ounted only
ifthey are under age 6.
, .·
. ·
·
,

Social services provisions related to addicts and alcolwlics.-Public
Law 94-120 included certain modifications of the social services statute governing funding of services for addicts and alcoholics. These
ch.anges were made effective only through January 31, 1976. The committee amendment would make these changes permanent.
One of these changes makes explicit certain confidentiality requirements in the case of services provided to addicts and alcoholics. Another change clarifies that the entire rehabilitative process must be
C?nsidered in de~ermining Whether me~ica} S~rvices rrovided to addiCtS and alcoholics can be funded as bemg an mtegra part of a social
services program. A third change allows funding of a 7-day detoxification period even though social services funding is generally not available to institutionalized persons.

II. GENERAL EXPLANATION OF THE BILL
NEED FOR LEGISLATION

';!'he Social Se:vices Amendments of 1974 (Public Law 93--647) reqmre that certam Federal standards be met by child care provided
outside. the ch~d's home in ord~r to qualify for Federal funds under
the soCial s~rviCes program ( t1tle XX of the Social Security Act).
Generally, title XX sets as these standards the Federal Interagency
Day C~re Requirements promulgated by the Department of Health,
Educat:o~, and Welfare. The :federal Interagency Day Care Requirements II:mt. the number of children per s~aff member, impose safety
and samtation standards, set general reqmrements for the suitability
of physical :f~cilities, and have pro~sions relating to a number of other
matters. Wh1le the greatest attention has been given thus far to the
staffing standards, the other standards in the Federal Interagency Day
Care Requirements will also involve additional costs in many States.
The 1974 amendments originally required that the Federal standards be met by Oc~~r 1, 1975. However, a~ that date drew near it became clear that a significant number of providers in many States would
not be able to meet the requirements. Responding to the concern that enforcement of the requirements would result in a decrease in the availability 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 penaltie~ for
noncompliance. can be imposed prior to February 1, 1976. The postpo?-ement apphes only to staffing requirements for care provided for
children between the ages of 6 weeks and 6 years in day care centers
and gr.oup day care homes. During the period of postponement staffing
levels m centers and group homes can be no lower than is required by
current State law, any subsequent modifications of State law or the
staffing levels actually in effect in each child care progradt as of
September 15, 1975.
Tf!e ~taffing requirements which are in law and which must be met
hegmn!ng February 1, 1976 (unless further legislation is enacted) are
shown m table 1.
~able 2 shows the ~taffing requirements imposed by State law in the
varwus States for child care centers generally as of October 1975.
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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 1 if age of
children is-

TABLE 1.-CHILD CARE CENTER STAFFING REQUIREMENTS
UNDER LAW AND HEW REGULATION

Age of child

Maximum
number of
children
per staff
member

Under 6 weeks ..........
6 weeks to 3 years ......

3 to 4 years .............

4 to 6 years .............
6 to 9 £ears .....••......
10 to 4 years ...........

1 Required by regulation.

4 Required by regulation.
5 Required by law.

7 Required by law.

15} Maximum number allowed b~
20
Jaw (though Secretary of
HEW may lower the maximum number of chUdren
per staff member, thus in·
creasing the staff required).

2 to 3

3to 4

4to 5

5 to 6

5
5

1

5
5
10
,; 6
12

10
10
15
12
12

20
10
20
15
12

20
10
25
18
12

87
4
12 8

10
95
15

97

9

20

20

15
10
25

15

4
12

8
15

10
20

15
25

15
25

10
10
22 8
8
5

15
15
10
10
10

18
20
10
23 10.
12

20
25
10
25
15

1925
25
NS
25
20

6
5
8
12
318

8
10
10
14
10

15
10
15
20
15

15
16
2815
25
15

Alabama ...........
Alaska .............
Arizona ............
Arkansas ..........
California ..........

as

46
64

5
4
115

Colorado ...........
Connecticut. .......
Delaware 13 ••••••••
District of
Columbia ........
Florida 17 •••••••.•••

7

144
6

16

Georg_i.a ............
Hawa11. ............
Idaho ..............
Illinois .............
Indiana ............
Iowa ...............
Kansas .............
Kentucky ..........
Louisiana 30 ••••••••
Maine 32 •••••••••••
Maryland ..........
Massachusetts ....
Michigan ..........
Minnesota .........
Mississippi. .......

School
age

Under 2

IS

2o

7
X

6
6
244

21

4
25

3

29

6
6

2o
33
34

X

NS
10

20

26

X

4
NS

40

See footnotes at end of table.

6
10
39 10
41 7
NS

34

35

10
10
10
10
NS

12

27

36

12
10
12
16
15
10
10
12.
10
NS

2

15

21

7

10

13

15

20
10
NS

22
10
25
NS
12

NS
38

15

NS

15
X

20

7
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TABLE 2.-CHILD CARE CENTERS: MINIMUM STAFFING
REQUJ REM ENTS, BY AGE OF CHILDREN, UNDER STATE
LICENSING REGULATIONS-Continued
Maximum number of children per staff member 1 if age of
children isUnder2

2 to 3

3 to 4

4to 5

5 to 6

X

5
NS
5
43 8

10
NS

10
NS

15
NS

Missouri ...........
Montana ...........
Nebraska ..........
Nevada ............
New Hampshire ...

2o

New Jersey ........
New Mexico ........
New York ..........
North Carolina .....
North Dakota ......

2o

Ohio ...............
Oklahoma 53 •••••••
Oregon ............
Pennsylvania ......
Rhode Island ......
South Carolina .....
South Dakota ......
Tennessee ........
Texas .............
Utah ..............

NS
42

4
4
4
X

46

4i

10

4
~0 8
4
49

52

8

4
554
20 X
20 X

i>O

4
10

8

10
2o

20

6

Vermont. ..........
Virginia ............
Washington .......
West Virginia ......
Wisconsin .........
Wyoming ..........
Footnotes on following pages.

5
614

20

X

4

3
64 5

4
663
5

X
X

8

4

571
59

4

NS
10
5
12

54

8
8
10
5
10
65

7

8
67

7

44

6
8

10
10

NS
15
5
50 15
10
47

44

47
48

7

10
15
NS
15
20
10

15
NS
12
45 3
20

7

44

47
48

7

50

School
age

10
18
NS
15

zo X

7

50

25
12

50
51

15
10
25
12

15
12
10
8
10

15
15
10
10
15

20
15
10
10
25

20
20
56 10
13
NS

10
5
10
12
15

14

15

15
15
15

25
18
20

15
15
6030
62 20
63 20

10
10
10
10
10
10

10
10
10
12
12
15

12
10
10
15
16
20

7

7

58

12
10
10

16

&0}6
25

FOOTNOTES
1

5 if 2 to 2%: 10 if 2% to 3.
t 22 if 6 to 8; 25 if 8 and over.
3
8 ifO to 15 mo; 10 if 15 moto 2yr.
• In infant-toddler centers.
5
6 in infant-toddler centers; 12 if 2}f to 3 in other centers.
6 In infant centers.
7
If 6 weeks to 8 m:> in infant center; or if 12 mo to 3 yr in toddler center.
8
7 if all 2·yr·olds in toddler center; 8 if 2}f to 3 in large or small center.
9
Recommended FIDCR child/staff ratios.
1
~ If ~ndertitle XX funding; 15, if 6 to 10 yr of age; 20 iflO to 14 yr of age (FIDCR
rat1osJ.
11
5 if 0 to 1; 8 if 1 to 2.
12
8 if 2 to 2}f; 15 if 2)f to 3.
13
• In Delawl!lre, centers receiving Federal funds have the following mandated
rat10s: Under 2: 5; 2 to 3: 5; 3 to 4: 5; 4 to 5: 7; 5 to 6: 7; school age: 10.
H Pending issue of new infant center regulations.
·
15 4 if 2 to 2H; 8 if 2}~ to 3.
16 6 if under 1 yr; 8 if 1 to 2.
17
Mandated ratio for handicapped children: Under 2: 4; 2 to 3: 6; 3 to 4: B;
4 to 5: 10; 5 to 6: 14; school age: 14.
IS 7 if 0 to 18 mo; 10 if 18 mo to 2 yr.
19
25 if 7 and over; 6 to 7 not specified.
2
Children in this age group generally not accepted.
2
1 6 if 0 to IS mo; 8 if 18 mo to 2 yr.
22 8 if 2 to 2 1 ~; 10 if 2% to 3.
23 10 if full-day; 20 if half-day.
2
~ 4 if 6 weeks-walking; 5 if walking-2.
25
3 if2 weeks-nonwalking under24 moonly; 5'ifwatking-2yr.
26
5 if walking-2%; 7 if 2% to 3.
27 10 if full·day; 12 if part·day.
28
15 if 6 to 8; 20 if 8 and over.
29 6 if nonwalking; 8 if toddlers.
\
an Centers serving 10 children with no more than 2 children under2 yr of age have
mandated child/staff ratio of 10to 1 in all age categories.
· ·
at;s if 2 1'z to 3 yr.
32
In Maine, separate before and after school programs have lOto 1 fatio in school
age category.

°

8
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 requirements, there was extensive testimony on the need for additional funding if the requirements imposed by title XX were to be met.
A committee staff survey of Governors on the funding needf' o£ the
States showed that nearly all the States envisaged increased expenditures 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
Admitted only upon approval of local health officer.
34 Admitted only upon prior approval.
35 10 in care over 3 hr; 12 in care 3 hr or less.
36 10 in care over 3 hr; 13 in care 3 hi' or less.
37 15 in care over 3 hr; 25 in care 3 hr or less.
3 8 15 if6to 7 in care over 3 hr; 25 if 6to 7 in care 3 hror less.
39 10 if 2}f to 3.
to 4 if 6 weeks to 16 mo; 7 if 16 mo to 2 yr.
tt7if2yrto31 mo; 10if31 moto3yr.
n 4 if6weeksto9 mo; 6 if9 to 18mo; 8 if 18 moto2yr.
"8 in infant-toddler center; lOfor 1st 20 children; 15 for excess over 20.
•• 10 for 1st 20 children; 15 for excess over 20.
ts 3 or 10 peFcent over licensed capacity, whichever is greater, if before or after
school care.
·
t& 4.8 if maximum of 24 children under 3 yr of age in care.
.r 2 adults for any total group.
ts 20 if in care 3 hr or less.
49 4 if under 18 mo; 5 if over 18 mo.
sa If 30 or more in care; 10 if less than 30.
st If 4 to 7 yr.
s2 8 if 0 to 18 mo; 10 if 18 mo to 2 yr.
. s3 Recommended ratios.
at 4 if 0 to 10 mo in cribs; 6 if 10 mo to 2 yr.
55 If 6 weeks to 30 mo.
56 If 6 yr; 15 if over 6 yr.
sr 1 if 0 to 6 mo; 3 if 6 to 18 mo; 4 if 18 mo to 2 yr.
11 15 if 6 to 10 yr; 20 if 10 to 14.
av 5 if 6 weeks to 1 yr; 6 if 1 to 2.
eolf6to7.
et 4 If 0 to 18 mo; 6 if 18 mo to 2 yr.
"20 if 6 to 8; 25 if 8 or over.
.a 20 if 6; 25 if7to 15.
et 5 H1 mo to 1 yr; 7 ifl to 2.
"7 if 2 to 2~: 10 if 2~ to 3.
" 3 if 0 to 1 : 4 if 1 to 3.
e7 6 if 2 to~: 8 if 2~ to 3.
Source: Department of Health, Education, and Welfare. Current as of October 21,
1975.
Note: NS Indicates "not specified."
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TABLE 3.-STATE ESTIMATES OF INCREASE IN COST AND STAFFlNG FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976

Increased staffing
Increased - - title XX
For nonFor
title XX
title XX
costs
(millions)
children
children

Potential
employment
of welfare
recipients
as percent
of added
staffing

Total. .........

$206.3

Alabama ..........
Alaska .............
Arizona ............
Arkansas ..........
California .........

0.6
1.4
2.6
0
20.7

122
150
548
0
0

!~l

Colorado .........
Connecticut .......
Delaware ..........
District of Columbia ..............
Florida ............

2.4
(8)
.9

400
0
99

200
0
(1)

(4

.4
12.1

56
766

81
1,036

20
(2)

Georg_i_a ...........
Hawa11. ...........
Idaho ..............
Illinois ............
Indiana ...........

3.8
.4
1.1
23.5
1.4

600
60

1,5 7

r>

80
20
(2)
71
(2)

Iowa ...............
Kansas .............
Kentucky ..........
Louisiana .........
Maine .............

2.0
1.5
1.2
2.6
.1

167
202
400
509
0

30
800
437
0

Maryland .........
Massachusetts ....
Michigan ..........
Minnesota .........
Mississippi ........

0
5.3
7.0
11.0
1.0

0
600
959
1,760
0

0
0
0
1,580
0

10
20
20
(3)

Missouri. .........
Montana ..........
Nebraska ..........
Nevada ............
New Hampshire ...

2.5
.9
.3
.1
.2

1,246
1,000
155
6160
40

J~
50

5
7-10
100
(2)
20

New Jersey ........
New Mexico .......
New York~ ........
North Carolina ....
North Dakota ......

3.7
2.2
12.0
9.8
(7)

92
96
300
1,800
0

10
0
0
400
0

100
50
67
60-70
(3)

See footnotes at end of table.
S. Rept. 94-592-2

••••••

0

0

0

•••••

(6

70
215

0

••••••••••••

0
0

10

<6

7,00
(2)

<j

0

••••••••

~6

20-25

(3)

(3)

~l

f~
(6
10
(3)

(6

11

10
TABLE 3.-STATE ESTIMATES OF INCREASE IN COST AND STAFFING FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976-Cont.

Increased staffing
Increased - - For non·
For
title XX
title XX
title XX
costs
children
children
(millions)

Potential
employment
of welfare
recipients
as percent
of added
staffing

of the committee that this is a useful and potentially large source of
employment :for recipients. The estimates of the States as to the potential employment o:f recipients in child care :facilities shown in
table 3, support this view.
'
Socia~ ~ervices :funds ava~l\lble to the States under present law and
the additional amounts which would be made available by the committee bill are shown in table 4.

TABLE 4.-FEDERAL FUNDING ALLOCATIONS FOR SOCIAL
SERVICES
[In thousands]

Ohio ...............
Oklahoma .........
Oregon ............
Pennsylvania ......
Rhode Island ......

(8)
21.5
.2
8.2
.9

0
1,022
0
235
46

0
2,366
0
171
138

(3)
93

South Carolina ....
South Dakota ......
Tennessee ........
Texas .............
Utah ..............

2.4
.6
1.7
16.2
1.4

308
650
200
1,720
199

0
150
1,51
739

25-50
23
5-8
20-30
70

Vermont ...........
Virginia ...........
Washington .......
West Virginia. ......
Wisconsin .........

.8
7.8
4.7
2.0
2.6

428
436
1,300
216
234

1,00
(2)
84
750

<6

75
50
80-10
50-100

Wyoming ..........

.6

0

0

75

<4

~2

Social servi«~~
allocation for
fiscal year 1977

under H.R. 9803 1

Total ..................... .

$2,500,000

$250,000

Alabama ....................... .
Alaska .......................... .
Arizona ......................... .
Arkansas ....................... .
California ...................... .

42,300
3,975
25,450
24,375
247,250

4,230
398
2,545
2,438
24,725

Colorado ....................... .
Connecticut .................... .
Delaware ....................... .
District of Columbia ............ .
Florida ......................... .

29,525
36,525
6,775
8,550
95,675

2,952
3,652
678
855
9,568

Georg_i_a ........................ .
Hawaii ......................... .
Idaho ........................... .
Illinois ......................... .
Indiana ......................... .

57,725
10,025
9,450
131,650
63,025

5,772
1,002
945
13,165·
6,302

(2)

<6

Included in estimates for columns 1 and 2. Unable to show separately.
Unable to estimate.
a Not applicable since State estimates no additional staffing needs.
• Additional employee!!. already hired.
6 Unable to estimate on a man-year basis; represents number of staff.
& Estimates cover urban counties only.
1 Less than $50,000.
s Unable to estimate. No increased staffing but some increased cost to meet other
standards and/or monitoring and reporting requirements of title XX.
u 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.
I

2

The committee believes that if the States are to be required to meet
the staffing standards and other requirements imposed by the new la~v,
additional Federal :funding must be provided. The :funds made available by this bill are designed to meet the needs o:f the States. Without
additional :funding, the higher cost o:f 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 o:f ·welfare recipients in child care centers and homes also reflect the view

Full year
additional
child care
allocation

Iowa ............................ .
Kansas ......................... .
Ken~~cky ....................... .
LOUISiana ...................... .
Maine .......................... .
Maryland ....................... .
Massachusetts ................. .
Michigan ....................... .
Minnesota ...................... .
Mississippi. .................... .
See footnote at end of table.

33,775
26,850
.39,700.
44,525
12,375
48,425
68,600
107,575
46,325
27,475

3,378
2,685
3,970
4,452
1,238
4,842
6,860
10,758
4,632
2,748
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TABLE 4·--FEDERAL FUNDING ALLOCATIONS FOR SOCIAL
SERVICES-Continued

FINDING AND PURPOSE

(Section 1 of the bill)

[In thousands]

Social services
allocation for
fiscal year 1977

Full year
additional
child care
allocation
under H.R. 9803 1

Missouri. .......................
Montana ................. ·······
Nebraska ........................
Nevada ..........................
New Hampshire.- ..............

$56,500
8,700
18,250
6,775
9,550

$5,650
870
1,825
678
955

New Jersey ......................
New Mexico .....................
NewYork ........................
North Carolina ..................
North Dakota ....................

86,700
13,275
214,200
63,425
7,525

8,670
1,328
21,420
6,342
752

Ohio .............................
Oklahoma .......................
Oregon .. -·"" ....................
Pennsylvania ....................
Rhode Isian? ....................

126,975
32,050
26,800
139,975
11,075

12,698
3,205
2,680
13,998
1,108

South Carolina ..................
South Dakota ....................
Tennessee ..................... ·
Texas ..................... ······
Utah ............. ···············

32,925
8,075
48,825
142,500
13,875

3,292
808
4,882
14,250
1,388

Vermont .........................
Virginia .........................
Washington .....................
West Virginia ....................
Wisconsin .......................

5,550
58,050
41,100
21,175
54,000

555
5,805
4,110
2,118
5,400

Wyoming ..........•...........•.

4,250

425

The bill provides that the Congress .finds and declares(l) 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 i and
·
(3) That adequate fundmg to meet these additional child
care expenditures required by the Social Services Amendments of 1974 is not presently availalble.
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.

t

1 Until fiscal year 1978 20 percent of each State's allocation will be re.s~r~ed !~~
allocation to those Stat~s having particular funding problems assocta e WI
meeting child care standards.

PosTPONEMENT OF PENALTIEs FOR NoNco:MPi:r:ANcE

(Section 2 of the bill)
Under present law, no penalties \vill be imposed for failure to
comply with the Federal child care staffing standards before February 11.1976. The committee bill would make available immediately additional 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.
AomTIONAr, FUNDS To ENABLE TITLE XX STANDARDS To BE MET.

l

(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 beginning With fiscal year 1977 (with $125 million in fiscal year 1976 nnd
$62.5 million for the transition quarter). These amounts are anticipated to be sufficient to enable the States to meet the title XX requirements. 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 employment 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 staffing requirements mandated by title XX. Such
grants could pe ~ade only to child care providers where at least 30
percent of the children cared for have all or part o:f 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 combination with the 20 percent tax credit would fully meet the cost o:f
wages except that both the tax credit and State grant would apply
only to the fi~t $5,000 of wages. r:r:he. cost of the State grant would
be met fully with Federal funds (w1thm the State's share of the additional $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 to maintain standards which would be applicable to both. 'l'hus the committee believes it is necessary to give the
States aut~ority to use s?me of their additional social services money
to help child eare providers keep down the fees charged privately
placed child~n. These fees would otherwise have to be raised 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 staffina
requirements in facilities where at least 30 percent of the children ha~
their care funded under the soci•al services program.
The committee bill would increase the Federal social services matching as it applies to child care costs from 75 percent to 80 percent. However, this matching percentage would be available only for those expenditures funded out of the State's share of the additional $250
million made available under the bill.

States on the .basis of population, with the remaining $12.5 million allotted accordmg to the Secretary's determination of State needs. In
fiscal year 1977, these figures would be $200 million and $50 million respectively. However, in order to insure that the full amount authorize~ un.der the ~ill will be a vaill7ble to tJ:e States, any part of the money
w~1eh IS set aside for States With spemal needs and which is not used
W_Ill be _reallotted among the States on the basis of population. Beginmug With fiscal 1978, the full amount will be allocated according to
the normal allocation formula used under title XX, on the basis of
population.

TEMPORARY ALLOCATION FOR STATES "\VITH SPECIAL NEEDS

(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 fund1ng cannot 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 committee 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 Welfare to States which he determined to be in need of additional funds.
During the transition quarter, $50 million would be allotted to the

TAx CREDIT FOR E~rPLOYING 'VELFARE RECIPIENTS IN CHILD CARE

(Section 5 of the bill)
The staffing standards imposed under the social services program
require the hiring of additional child care staff. The committee
both. p:rofitii?-aking :"nd nonpro!Jt child care pro":Ishes to ~nco
e reCipients m meetmg the additional staff needs.
vHiers to hire we
For this reason, the committee bill provides a refundable tax credit to
child care provid_ers. hiring ~elfar~ recipients;. a payment equivalent
to th~ t~x credit IS permitted If the provider is a tax-exempt·
org-amzatwn.
The tax credit would equal 20 percent of up to the first $5 000 in
wage~ per year paid each w~lf!l're recipient employed in the pr~vision
of child care (an annual hmit 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 wao-es paid recipients of aid to families with dependent children (AFDC) who are
placed in employ!ll~nt throng~ the 'York Incentive (1VIN) program.
In order to be ehgible for this cred1t (generally equal to 20 percent
of the gross wages of the employee during the first 12 months of
emplqyment), the employee must be retained by the employer for an
additional12-month period following the first 12 months.
In the Tax ;Reduction Act of 1975, the Congress authorized for a
temporary penod a new Federal Welfare Recipient Employment Incentive Tax 9r~dit broader _in application than the WIN tax credit.
The tax credit m the comnnttee bill for hirino- welfare recipients in
the .P!'ovision of child care i~ 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 ?e.en certified by_the State or local welfare department
as bemg ehgi~le for financial assistance for aid to families with
depen~ent c_hildren an~ as having continuously received such
financml assistance duru~g the 90-day period which immediat~ly
precedes the date on whiCh such individual is hired by the taxpayer,
(B) has bee1_1 employed by the taxpayer for a period in excess
of 30 consecutive days on a substantially full-time basis (thus
w~ll
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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 30-day period),
(C) has not displaced any other individual from employment
by the taxpayer, .
.
.
(D) is not a migrant w<?rk~r. (for purp<;>ses of this tax credi_t, a
migrant worker means an mdividual 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 (bearmg 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) It is refundable;
. .
(2) It is applicable also to ta~-exempt orgamzat10ns (through
a payment eqmvalent to the credit) ;
( 3) It is applicable through December 31, 1980; and
(4) It applies in all cases only to the first $5,000 of wages (The
Federal Welfare Recipient Employmen~ Incentive Tax .Credit
is limited to the first $5,000 of wages only m the case of services not
performe{l in connection with a trade or business) .

( 1) Infancy through 6 years. No .more ~han two chi~dren under
two and no more than five in total, mcludmg the family day care
mother's own children under 14 years old.
.
.
.
(2) Three through 14 years. No mo;re than SIX children, Including the family-day-oore mother's children under ~4 years old.
It is the requirement that the day care mother's own. children up_ to
age 14 must be counted in meeting the staffing reqmrement whiCh
poses a problem. The children must be counted whet~er ~hey are at
home or attending school. A number of States have mdiCated that,
although there may be no o?jection to including the mothe~'s own
children under age 6 in meetmg the staffing ;req~nrement, fam_Ily day
care home providers have raised stron,g obJectiOns to countmg the
older children who are normally attendmg school. Many moth~rs begin to provide care for other children i~ their homes af~er their own
children have started school. The reqmrement that thmr school age
children must be counted means in some cases that t~e number <?f
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 children aged 6 and over to be dis~egar~ed 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.

1

LIMITED wAIVER OF STAFFING STANDARDS

(Section 6 of the bill)
TV aiver of Federal standa_rds in certai"f airc~~~tanc~s.-~n some
areas, the only child care ~vmlable may be m fa?Ilities primanly se~Y
ing children whose care ~s not fund~d under ~Itle XX of the Social
Security Act. The committee recogmzes that m some cases these facilities might simply refuse to provide care paid for ~nder t~tle 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 cen~er or group day care
home in which no more than 20 percent of the children (or, m 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 ~tate standards.
.
Family day care homes.-Although the Impact of staffing reqmrements 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 :

I

I

ALcOHOLISM

AND

Dmm

ABusE

(Section 7 of the bill)
Public Law 94-120 included temporary modi~cati?ns of the so?ial
senices statute as it relates to funding of services for drug addi?ts
and alcoholics. These temporary modifications are scheduled to expi~e
.T anuary 31, 1976; the committee amendment would make these modifications permanent.
.
.
.
Confidentiality.-- Title XX of the Social ~ecunty A~t ,r~qun·ps ~~at
individu:als served by thP provram have JnC'Omes witmP specmed
limits related to State median i;1c6me levels. Heg-uJation" of the Department of Health, Education, and 'Yel!are require. th.e States to
verify an applicant's statement that. his I_ncome IS .withm the permitted limits and verification may sometlmes reqture an employer·
contact. This ~·aises the possibility that an employer could be inform~d
in this process ~hat th~ in~ividual is undergoing treatment for ~d~hc
tion or alcoholism wluch m turn could result m the loss o£ his Job,
defeating the pu~I?ose o.£ the rehabili~ation eff?rt. To prevent s~ch
situations, a provision already enacted I!lto law m the Comprehens~v:e
Alcohol Abuse and Alcoholism Prevention, Treatment, and Rehabilitation Act Amendments of 1974 requires a special degree of confidentiality in dealing with the treatment of such individuals. The
modification mad.e permane~t in ~he committee !l'mendmP;n~ ?<"?es not
in any wa:y prohihi~ the verific~twn of ~n applicant's ehgrbility .for
social services, but It does reqmre that m the case of drug addicts
and alcoholics the special confidentiality requirements of the Comprehensive Alcohol Abuse Act be observed.
.

~-
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Relutbilitation prooe88.-Another problem is related to the fact
that under the new law social services :funding generally is not applicable to medical or residential types of care, which is more appropriately funded under other programs. F1mding 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 rehabilitation 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 temporar.v changes
in the law designed to correct this probh~m.
The first change in the law makes clear that in evaluating services
of a medical nature provided to an addict or !l.lcoholic, the rehahilitative process for an mdividual 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 counseling 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, without regard to the usual ban on funding ·of services to institutionalized
individuals. The detoxification ·must be integral to the further pro•
vis.ion of services for which the individual is eligible.
III. BUDGETARY IMPACT OF THE HILL
In compliance ·with section 252 (a) of the Legislative Reorganization Act of 1.970 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 offsettin~ reductions in welfare costs resulting from the
hiring of welfare recipients as child care staff.

Fiscal period

Fiscal year 1976 ..................... .
July-September 1976 ................ .
Fiscal year 1977 ..................... .
Fiscal year 1978 ..................... .
Fiscal year1979 ........... , ......... .
Fiscal year 1980 ..................... .
Fiscal year 1981. .................... .

Increase in
budget authority
and outlays
(millions)

$99

55

217
219
212

204

200

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
enac~ment 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 resoJ.ution.
In compliance with section 308 (a) ( 1) (C) of the Congressional
Budget Act of 1974 the committee states that the entire amount
e~timated as il}creased budget authoriy and outlays under this legislation as shown m the table above constitutes financial assistance to State
and local governments.
IV. VOTE OF THE COMMITTEE IN REPORTING THE BILL
In compliance with section 133 of the Legislative Reorganization
Act of 19~6, the following statement is made relative to the vote by
the committee on the motion to report the bill. The bill was ordered
reported bv voice vote.
. A. motion to delete t~e Federa_l child care staffing requirements now
m t1tle XX of the SoCial Secunty Act was defeated bv the following
•
rollcall vote:
In favor. of retaining the staffing requirements (9) : Senators Long,
Hartke, RiblCoft', Nelson, Mondale, Gravel, Bentsen, Hathaway and
Haskell.
'
In favor of dele~ing ~he staff.ing requirements (9): Senators Talmadge, Byrd of V1rg1ma, 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 ~xi~ting law made by the bill 1 as reported, a:e shown as follows ( ex1stmg law proposed to be omitted is
~nclos~d m black br~ckets, new ~natter is printed in italic, existing law
m whiCh no change IS proposed Is shown in roman) :

Excerpt From Public Law 93-647, as Amended

*

Decrease
in revenues
(millions)

0
0

$13
18
23
28
28

*

*

*

*

*

•

Sec. 7. (a) (1) * * *
(2). Notwithstanding the provisions of section 2004 of the Social
Secunty Act, as amen~ed by this Act, the first services program year
of each State shall begm 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 las~ day of the twelve-month period established by the
State as Its serviCes program year under that section. Notwithstanding. the provisions of subsection .(h) of section 2003 6f the Social Security Act, as amende~ by .this Act, the aggregate expenditures
reqmred by-· that subsectiOn with. respect to the first services prow-am
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 secti~m
3(f), payments under title IV or .section 2002(~) (1) of the SoCial
Security Act with respect to expenditure.s !fiade pri.or to [February.1,]
July 1, 1976, in connection with the proviSion of _child day care se_rvices
in day care centers an~ group day ca~e homes, m the case of ch~ldren
between the ages of six weeks a1_1d six years, may be made 'Yithout
regard to the requireme~ts relatmg to staffi:rw standards which are
imposed by or under sectiOn 2002 (a) ( 9) (A) ( n) of such Act, so long
as the staffino· standards actually being applied in the provision of
the services i~woh.'ed (A.). comply wit~ applicable State law (as in
effect at the time the services are provi~ed), (B) are no lower t_han
the corresponding staffing standards which were Imposed or reqmred
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center ~r group. day care home, than the
corresponding standards actually bemg apphed m such center or home
on September 15, 1975.

(4) Section 2002(a) (7) (E) of such Act is amended by inserting
"and paragraph (11) (D)" immediately after "paragraph (11) (C)".
(c) The amendments made by this section shall be effective [only
for the period beginning October 1, 1975, and ending January 31, 1976;
and, on and after February 1,1976, sections2002(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.

*

*

*

*

*

*

..

Excerpt From Public Law 94-120

*
*
*
*
*
*
*
SEc. 4. (a) Section 20m of the ~ocial Security _Act is amended by
.
ad fling at the end thereof the followmg new subsection:
" (f) The provisions of secti_on 333 of the Comprehen~Iye ..;1-lcohol
Ahuse and Alcoholism PreventiOn, Treatment, and Rehabilitation Act
of 1970 shall be applicable t? s~r-:-ices provide_d by any State pur_su~nt
to this title with respect to mdividuals suffermg from drug addiction
or alcoholism.".
(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 dependel_l~Y o~ individuals who are. alc?l!olics or. drug !lddicts, the
entire rehabilitative process for such mdividuals, mcludmg but not
limited to initial detoxification, short term residential treatment, and
suhPequent outpatient counseling and rehabilitative services, whether
or not such a process involves more than one provider of services, shall
be. the basis f'or determining whether standards imposed by or under
subpar·agraph (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. tlH> end of clause (B) thereof,
(B) striking out the period at the end of clause (C) thereof
anil insertiJlg in lieu of snch period"; and", and
(0) ndding after clause (C) thereof the :following new clause:
"(D) any expenditure for the initial detoxification of an alcoholic 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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*
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Excerpt from the Social Security Act, as amended

*

*

*

*

*

*

*

TITLE XX-GRANTS TO STATES FOR SERVICES

*

*

*

*

*

•

•

PAYMENTS TO STATES

SEc. 2002(a)

*

*

***
*

•

*

( 9) (A) No payment may be made under this section with respect
to any e~penditure in connection >vith the provision of any child day
care service, unless( i) in the case of care provided in the child's home, the care
meets standards established by the State which are reasonably in
accor~ wi~h recommended ~tandards of national standard -setting
orgamzations concerned with the home care of children or
( ii) 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 Office of Economic Opportunity on September 23, 1968 ·
except that (I) subdivision III 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 cente~ 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 Secretary, [and~ (III) the sta~g standards imposed with respect to
such care m 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
child~en under age 10 shall require at least one adult :for each
15 children, (/V) the State ageney may waive the staffing standards otherwise a;pplicr;ble in the caJSe of a day care center or group
day care home tn whwh not more than 20 per centum of the children in the' facility (or, in the caJSe of a day care center· not more
than 5 children in the center) are children whose care is beinq paid
for (wholly or in part) from funds made available to the' State
under this title, if such agency finds that it is not feaJSible to furnish
day care for the children, whose care is so paid for in a day care
facility whic~. compli~s .with such staffing s~anda;ds, and if the
day qare famhty provtdtng care for such chtldren complies with
applu:able State standards, and ( V) in determining whether appli-
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cable Bta:ffing Btarulards a1'e met in the case of ~ay care provided
in a family day care J~ome, the n'lfmber of chddren bez'fig cared
for in Bueh home Bhall znclude a chtld of the mother who zs operating the home only if Buch child iB under age 6,
except as provided in subparagraph (B).
.
(B) The Secretary shall submit toth~ President of the Se'?ate ~d
the Speaker of the House of Representatives. after December 31, 19t6,
and prior to ,Tuly 1, 1977, an evaluation of the approp1~ateness of the
reqmrements imposed by subparag~aph .(A), together w1t~ any recommendations .he may have for modificatiOn of those reqmrements. No
earlier than ninety days 'after the submission of the report, the Secretary may, by regulation, make such modifica~ions in the req~ire
ments imposed b_r subparagraph (A) ash~ determmes are ap-proJ?riate.
(C) The reqmrements unposed by. tlus parao:raph are m lieu. of
any requirements that would otherwise be applicable under sectwn
522( d) of. the Economic qpportunity ~ct of 1964 to c~1ild d.ay care
services with respect to which payment 1s made under this sectwn.
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*

*

*

*

*

*

*
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Internal Revenue Code of 1954
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*
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PAHT IV. CREDITS AGAIXST TAX

*

*

*

*
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StJBPART C-RuLES FOR Col\<IPD'TING CREDIT I<'OR ExPENSES oF
~TORK INCENTIVE PROGRAMS
Sec.
50A. Amount of credit.
50B. Definitions ; special rules.

Sec. 50A. Amount of credit.
(a) DETERMINATION OF AMOUNT.( 1) GENERAL RULE.-The amount of the credit allowed by section
40 f<;~r the taxable year shaH be egual ~o 20 p~rcent of the work incentive program expenses (as defined m sectwn 50B (a)).
(2) LIMITATION BASED ON AMOUNT OF TAX.-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.
The preceding Befntenoe shall not apply to so much of the
credit allowed by section 40 as it iB attributable to Federal
welfare recipient employment incentive expenses desm,ibed in
intbBection (a) (6) (B).
(3) LIABILITY FOR TAx.-For purposes of paragraph (2), theliability 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),

(D) section 38 (relating to investment in certain depreciable property), and
.
.
.
.
(E) section 41 ( relatmg to contnbutwns to candidates for
public office). .
.
For purposes of tlus pamgraph, any ~a~ unposed for the ta:x;able vear by section 56 (relating to m~mmum tax for tax preferences), section 72(m) (5) (B) (relatmg to 10 percent tax on
premature distributions to owner-employees), se.ctwn :108 (e) ( relating to additional tax on i~come from certam retn·em.ent. accounts), section 402(e) (relatmg to tax on luD_lp sum thstn~m
tions), section 531 (relating to ~ccumulated earnmgs tax)., sect~on
541 (relating to persona.l hold:mg co~pany tax), or sectiOn 1a 78
(relatinO" to tax on certam cap1tal gams of subchapter S corporations), ;:'nd any additional tax imposed. for the t~xable year py
section 1351(d) (1) (relating .to reeoven~s of foreign e.xpropl'lation losses), shall not be considered tax unposed by this ehapter
for such year.
.
( 4) :YfARRIED INDIVIDUALs.-In the cas_e of a hm:band or wife who
files a separate return, the amount specified under subparagraphs
(A) and (B) of paragraph ( 2) ~hall be $12,500 in lieu of $25,000.
This paragraph shall not apply If the spouse of the taxpayer h~s
110 work incentive program expenses for, and no unused cre~ht
1
carrybaek or carryover to, the taxab~e
year of such spouse wluch
ends 'vithin or with the taxpayer's taxable year.
(5) CoxTROLLED GROUPs.-In the case of a controlled group, the
$25,000 amount specified under paragraph (2) shall be r~du~ed
for each component member of such group by appor:twnmg
$25,000 among the compone~t members" of such group. m such
manner as the Secretary or his delegate shall by regulatiOns prescribe. For purposes of the preceding sentence, the term "c~m
trolled group" has the meaning assigned to such term by sectiOn
1563(a).
[(6) LunTATION WIT!£ RESPECT TO NONBUSINESS _EI..IGIBLE EMPLOYEES.-Notwithstandmg paragraph (1), the credit allowed by
section 40 with respect to Federal welfare recipient empl?yment
incentive expenses paid or incurred by the taxpayer durmg the
taxable 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.]
<6)LIMITATION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOYEl£'8.(A) NONBUSINESS ELI(}IBLE EMPLOYEES.-Notwith8tanding
paragraph ( 1), the credit allowed by section ltfJ with respect
to Federal welfare recipient employment incentive expensefi
paid or incwored by the taxpayer during the tamable year to
an eligible employee whoBe servweB are not performed in
connection with a trade or business of the taxpayer shall not
exceed $1,000.
(B) 0HlLP PAY CARE SERVICES ELIGIBLE EMPLOYEI£'8.--:-Notwithstanding paragraph (1), the credit allo11Jrd by section 40
with respect to Federal welfare 1·ecipient mnployment incentive expenses paid or incurred by the tampayer d'uring
the tamable year to an eligible employee whose service8 are
pe7'fonned in connection 'with a child day care services prograrn, conducted by the taxpayer, shall not exceed $1,000.
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(b) CARRYBACK AND CARRYOVER OF UNUSED CREDIT.(1) ALLOWANCE OF CREDIT.-If the amount of the credit determined 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 ol!ly
to a taxable year beginning after December 31, 19'11. The ent1re
amount of the unused credit for an unused credit year shall be carried 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) LnnTATION.-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
provided by subsection ( tt) ( 2) for such taxable year exceeds the
sum of.
(A) the credit allowable under subsection (a) (1) for such
taxable year, and
(R) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable vear and attributable to taxable years preceding the unusedv credit year.
(c) EARLY TERMINATION oF El\-IPLOYMENT BY EMPLOYER, ETc.(1) GENERAL RULE.-Under regulations prescribed by the Secretary or his delegate( A) WoRK INCENTIVE PROGRAM EXPENSES. If the employment
of any employee with respect to whom work incentive program expenses are taken into account under subsection (a)
is 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 ta:xpayer, 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 aU prior taxable years attributa:ble
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)
applies, the carrybacks and carryovers under subsection (b)
shall be properly adjusted.
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(2) SUBSECTION NOT TO APPLY IN CERTAIN CASES.( A) IN GENERAL, Paragraph (1) shall not apply to(i) a termination of employment of an employee who
voluntarilv leaves the employment of the taxpayer,
(ii) a termination of employment of an individual who,
before the close of the period referred to in paragraph
(1) (A) becomes diSillbled to perform the services of
such employment. unless such disability is removed before the close of 'such period and the taxpayer fails to
offer reemployment to such individual,
(iii) a termination of employment of an individual, if
it IS determined under the applicable State unemployment 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 employment incentive expenses (as described in section 50B(a)
(2)) are taken into account under subsection (a).
(B) CHANGE IN FOR~I OF BUSINEss, ETC. For purposes of
paragraph (1), the employment relationship between the taxpayer and an employer shall not be treated as terminated(i) by a transact~on to which section 381(a) ap_pl~es,
if the employee contmues to be employed by the acqumng
cor:r:oration, or
(1i) by reason of a mere change in the form of conducting the trade or business of the taxpayer, if the employee continues to be employed in such trade or business
and the taxpayer retains a "substantial interest in such
trade or business.
(3) SPECIAL RULE. 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 cred1t allowable under subpart A.
(d) FAILURE To PAY Cm:rARABLE W~GES..
(1) GENERAL RlJJ,E.-"l;nder regulatiOns prescnbed by the Secretary or his delegate, if during the period described in subsection
(c) ( 1) (A.), the taxpayer pays wages (as defined ip sect~on 50B
(b)) to an employee with respect to whom work mcent1ve program expenses are taken into account under subsection (a) which
are less than the wages paid to other employees who perform comparable services, the tax under this chapter for the taxable year
m 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 respect to such employee, and the carrybacks and carryovers
under subsection (b) shall be properly adjusted.
(2) SPECIAL RULE.-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.
(e) PAYMENT IN LIEU oF 0REDIT To TAx ExEillPT OROANIZATIONS.(1) IN GENERAL.-ln the ca8e of a State, any politioalsubdivi8ion thereof, 01' any organization described in section 501 (c),
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Is exempt f1'0m ta:IJ under section 501 (a) for tlw taxable
year, the Sec:etary or his d~le.qr:te slla?l pay to eaol~ such g_oveTnment, subdims~on, 01' orgamzatwn wlueh files a.claun du.r~ng the
calendar year 'tn the form, manneT, and at the t'tme prcscnbed by
the SeCTetary or ki.s delegate by regulations,. an amount determined under paragraph (2). Such payment shall be made as
sodn as pos8ible after the receipt of such claim.
(2) AittoUNT oF PAY;liEN1'.-The amount payable to a State,
subdivlsion, OJ' oP.qanization (hereafter refernd to as a "tax £?mempt entity") under paragraph ( 1) for the calendar yem' 8hall be
equal to the amount of credit 1nhich s1wh tam exempt entity 1J)Ould,
if it 1.cere liable for tate ·unde?' this chapter. be allmced under sectim~ 40, dete1wmined under sections 50A and 50B, for Federal1.oe7fare recipient employment incentive empenses paid or incun'ed by
such entity during such year" to an eligible employee 1-vhose services
are performed in eonnection with a child day eare sel'<L'ices p1'0gram of such entity.
(3) REPAYMENT.-!/ an entity which reeei1Je8 a payment 1mder
paragraph (1) takes any action which 1vould result in an inCTease
of its tam under 8Ub8ection (c) or (d) of section 60A if BUCh entity
v;ere liable for tam under this chapter, then sueh entity shall be
liable to the Secretary or his delegate for an amount equal to the
inCTeased amount of taJJJ whieh U'ould be imposed under such
subseoti~.

(4) TRFAT:liENT AS OVERPAY,VENT Oli' TAX.-F01' p1tt'p(}Se8 of any
law of the United States, including 8eotion 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 tam imposed under this chapter.
Sec. 50B. Definitions; special rules.
(a) vVoRK INCENTIVE PROGRAM ExPENSES.(1) IN GENERAL.-For purposes of this part, the term "'York incentive program expenses" means the sum of( A). the amount of wages paid or incurred bv the taxpayer
for services rendered during the first 12 months of employment (whether or not consccutin~) o£ employees who arc
certified by the Secretary of Labor as(i) having been placed in employment under n work
incentive program established under section 432 (b) (1)
of the Social Security Act, and
(ii) not having displaced any individual from employment, plus
(B) the amount of Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during
the taxable year.
[(2) DEFINITIOx.-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 before July 1, 1976, by an eligible
employee.]
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(2) DEli'INITIOl'-lS.-For purposes of this section, the ~erm "Federal welfaTe recipient empl4yment incenti~'e expenses': means ,the
arnount of wages paid or i:ncurred by the tampayer JOT servwe8'
rendered to the tampayer b;; an eligible ernployee(A) beforeJuly1,1976,or.
.
(B) in the ease of an elig'tble employee whose ~ervwes a.re performed in eonnection with a child day care servwes program of
the taJJJpayer, before January 1,1981.
(3) ExcLUSION.-No item taken into account under paragraph
(1) (A) shall be taken into account under paragraph (1) (13). No
itPm taken into account under paragraph (1) (B) shall be taken
into account under paragraph 1 (A).
(b) WAGES.For purposes of subsection (a), the term "wage~" means only cash
remuneration (including amounts deducted and w1thheld).
(C) LIMITATIONS..
(1) TRADE OR BUSINESS EXPENSES.-No item sh~ll be.t~~:ken mto
account under subsection (a) ( 1) (A) unless such 1tem IS mcurred
in a trade or business of the taxpayer.
(2) REIMBt.:RSED EXPENSES.-No item shall be taken i~1to .account under subsection (a) to the ext~nt that the taxpayer IS reimbursed for such item.
(3) GEOGRAPHICAT. LUIITA'l'ION.-No item shall be taken in~o account under subsection (a). with respect to any expense ~aid or
incurred by the taxpayer w1th respect to employment outside the
United States.
.
( 4) MAXIMt.:M PERIOD OF TRAINING OR INST~UCTIOX.-No Item
with respect to any employee shall be taken mto account. under
subsection (a) (1) (A) after the end of the 24-month per1od be~inning with the date of initial employment of such employee by
the taxpayer.
(5) INELIOIIILE INDIVIDUALs.-No item shall be taken into account under subsection (a) with respect to an individual who( A) bears any of the relationships described in paragraphs
(1) throuO'h (8) of section 152(a) to the taxpayer, or. if the
taxpa:ver i~ a corporation, to an individual who owns direr;tly
or indirectlv more than 50 percent in value of the ontstanclm~
stock of the ~orporation (determined with the application of
section 267 (c) ) .
(B) if the ta~payer is an estate or trust, is ;t g-ra~to:, ?eneficiary, or fidnmarv of the estate or trust. or IS an mdividual
who bears nnv of 'the relationships described in paragraphs
(1) through '(8) of section 152(a) to a grantor, beneficiary,
or :firhii'iarv of the estah~ or trm;t. or
(C) is a ·dependent ( descri?ed in sectio;n 152 (a) (9) )_ ~f the
taxpaver, or, if the taxpayer IS a corporation, of an 1mhv~clual
described in subnaragraph (A), ()r. i:f the t11.xpayer JS an
estate or trust, of a grantor, beneficiary, or fiduciary of the
estate or trm'lt.
(d) SuBCHAI:"l'F.R S CoRroRATIOXs.In <'H.::<e of an electing small business corporation (as defined in section 1371) _;_
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( 1) the work incentive program expenses for each taxable year
shall be apportioned pro rata among the persons who are shareholders 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 subpart) as the taxpayer with respect to such expenses.
(e) EsTATES AND ThusTs.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 beneficiaries on the basis of the income of the estate or trust allocable to
each,
. (2) any beneficiary to whom any expenses have been apportiOned 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 paragraph ( 1) bears to the entire amount of such expenses.
(f) LIMITATIONS WITH RESPECT TO CERTAIN PERSONS.In the case of(1) an organization to which section 593 applies,
(2) a regulated investment company or a real estate investment
trust subject to taxation under subchapter M (section 851 and
following) , and
( 3) a cooperative organization described in section 1381 (a),
rules similar to the rules provided in section 46(e) shall apply under
regulations prescribed by the Secretary or his delegate.
(g) ELIGffiLE EMPLOYEE.(1) ELIGIBLE 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 assistance u~der pa~ A of title ~V of the Social Security Act and
as havmg contmuously received such financial assistance during 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
m ~xcess of 30 consecutive days on a substantially full-time
basis,
(C) who has not displaced any other individual :from employment by the taxpayer, and
(D) who is not a migrant worker.
The term "eligi~le employee" includes an employee of the taxpayer whose semces are not performed in connection with a trade
or business of the taxpayer.
(2) ~!GRANT WORKER.-For purposes of paragraph (1) the
t en~ " migrant ~ork er" means an m
· a·IVI·aua1 wh o IS
· employed' for
services f?r whiCh the customary period of employment by one
employer IS less than 30 days if the nature of such services requires

that such individual travel from place to place over a short period
of time.
(h) CROSS REFERENCE.For application of this subpart to certain acquiring corporations,
see section 381 (c) ( 24) .
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Sec. 6201. Assesment authority.
(a) 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 certain uses of gasoline, special fuels and lubricating oil) , 40 (relating
to expenses of work incentive programs), or section 43 ( relatin~ to
earned income) , the amount so overstated which is allowed agamst
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 e:xlpiration of the period of limitation properly applicable
thereto.
(b) ExcESSIVE CREDITS.
If the amount allowable as credits under sections 31 (relating to
tax withheld on wages), 39 (relating to certain uses of gasoline, special
fuels, and lubricating oil), }yO (relating to expenses of work incentive
progra'J11J8) but only to the extent that such expenses are based on the
employment of an individual in connection with a child day care services program of the taxpayer, 43 (relating to earned income credit),
and 667 (b) (relating to ta:xes paid by certain trusts) exceeds the tax
imposed by subtitle A (reduced by the credits allowable under subpart A of part IV of subchapter A of chapter 1, other than the credits
allowable under sections 31, 39, }yO, and 43), the amount of such excess
shall be considered an overpayment.

MINORITY VIEWS
vVe cannot support H.R. 9803, as amended and ordered reported by
the Committee on Finance. vVhile we do not question the need for
prompt and effective congressional action with respect to the current
<>ontrm.'ersy 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 reporte.d.
To place this legislation, and our objections to it, in their proper
perspective, a brief review of the manner in which the current controversy developed is necessary. The Social Services Amendments of
1974 generally consolidated so'cial services programs, including child
care, into a new title XX of the Social Security Act. A principal purpose of title XX was to provide States with a substantial degree of
flexibilit as to the types of social services to be provided. To achieve
this fl. ility, $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 services 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 (HE"\V), was authorized to issue regulations
prescribing certain additional staffing ratios.
The issue of proper staffing levels for child care programs was, and
continues to be, one with respect to which opinions: even among ex)erts, differ widely. Responsive to this particular aspect of the probern, 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 propose.d by HEW as the
result of its study could not he 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 HEvV study arise because, in the 1974 legislation, Congress directed that these staffing ratios be met by October 1,
1975 (and continuously thereafter) in order for child day care programs 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 complianee with the staffing requirements.
,
··
'
·
As the October 1, 1975, effectivE:\ date approaehed, it was apparent
that only a few States would in fact be in compliance with the staffing
ratios. To avoid potential terminations of Federal funding unde;r title
XX and the possible closing of day cttre centers, the House passed
legislation to postpone the October 1, 1975, effe'Ctive date for 6 months
to April 1, 1976. The Senate agreed to a 1-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 Feoruary 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 creditto which we have no objection-to encourage compliance with these
standards through the employment of welfare recipients. \Ve cannot
support the committee bill in its present form for several reasons.
Our first, and in some respects most fundamental, objection to the
committee bill is its implicit assumption that the underlying staffing
standards must remain mtact and be applied on a mandatory basis nationwide. As a matter of principle, we have serious reservations about
the appropriateness of federally mandated nationwide staffing requirements. vVe 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 standards 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 oppm:tunity to participate
in the process at the State level.
These philosophical concerns about mandatory and uniform Federal 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 comprehensive study of the staffing standards issue. Until that study is
completed, we lack data sufficient to demonstrate whether and to what
extent various staffing standards have an effect on the welfare of the individual child. Unless and until we can ans·wer 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 standards, ultimately prove to be appropriate, we clearly lack the· factual
basis necessary :for an informed judgment at this time. For these reasons, 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
eliminab>Al at this time, we still have serious reservations about the
allocation of $250 million annually to the States under title XX. While
we support the ooncept of a tax credit 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 expenditures for a comprehensive study to determine whether those standards

are appropriate. At a tim~ 'Yhe~ Federal funds. wi!l be available for
few if any new programs, 1t IS difficult for us to JUStify funds for compliance with standards few can defend. We also note tha~ not all of
the additional funds are targeted to those States not now m substanial compliance with staffing standards, but instead are to be alloca~d
in accordance wit~ population figures. !'hu~, for States not. now 1~
compliance the relief off.ered by the leg:rslatwn may well be 1llusocy.
Whatever fue merits of the argumen~ tJ:at the. fm:-ds. should not be so
targeted, it is a plain fact that the bill 3:ll _reality 1s httl.e more than a
simple increase in title XX. funds. If thiS IS to b~ done, It should more
preferably be done after the Congre~s, through ~ts budget _p;ocess, determines what programs, if any, ment an allocatiOn of additional Federal funds and what programs should be returned to the S~ates. .
For the foregoing reasons, we cannot ~upport the ?omm1t~e bill.
We emphasize again however, that our disagreement IS not WI~h the
decision to recomme~d legislation, but rat~er is with the partiCu~ar
legislative remedy fashioned by the committee. "\Y"e also empha.s1ze
that even if some Federal standards are to be retamed, other optiOns
wer~ available to the committee. To illustrate, the committee could
have acted to impose less restrictive staffing standards, to have postponed the effective date of the standards until the HEW study has been
completed or to provide for somethin~ less than an "atomic bomb"
type of p~nalty for noncomJ>liance durmg the period preceding completion of the HEW study. We recognize that none of these alternatives is a perfect solution to the problems that now confront us. Nevertheless we believe that many of these problems are traceable to the
congrekional decision in 1974 to impose staffing standards when we
were unsure of their efficacy. Pending completion of the HEW :,tudy,
however we must make the best of what concededly is a bad situation.
Hopefully, when this legislation _is d~bated in. the Senate, and l~ter
considered by the House, a better mterrm solution can be found. e
shall work toward such a solution and, if it can be developed, we shall
support it.
CAJtL T. CURTIS.
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PAUL FANNIN.
CL:i:FFoRD P. HANSEN.

BoB DoLE.

WILiiiAM V. RoTH, Jr.

BILL Bnocm:.
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ADDITIONAL VIEWS OF SENATOR PACKWOOD
In the Finance Committee, ~ proposed an an:tenclment to. H.R.
9803, which was defeated by a he -vote, to delete ImplementatiOn of
Federal day eare sta:ffin~ ratios.
.
In light of the cllffermg needs of ~he vanous States, and the lack
of consensus among clay care professiOnals,. I am concerned that nationwide impositi.on of t~ese s~anclarcls cot~lcl a~tually cause 9-ay c~r"'
to deteriorate by mterfcrmo- with the exercise of reasonable discretiOn
by people responsible for p~oviding !1igh-quality care at the State and
local level. For these ri:'Atsons, I w11l attemp~ to amend ~.R.. 9803,
which provides for additional clay care fundmg, by deletmg Implementation of the staffing ratios.
The Finance Committee, in agreeing to provide an ad.di~ional $250
million for cla.y care under title XX, demonstrated that It IS prepared
to accept responsibility. f?r assuri~g that States provide higl_J. quality
day care for children ehg1ble for title XX benefits. However, 1!11ts 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
ao-ree on the question whether there should be immediate, nationwide
i~plementation of one particular set of staffin~ ratios ..
};'or years, we have heard day care professwnals disagree over the
optimum number of children per staff member. The only areas of
general agreement are that fixed ratios alone cannot insure quality day
care, 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 quf>stion,
Congress, in title XX, instructed the Department of Health, Education and Welfare to.stucly the question of appropriate staffing ratios,
and to make recommE'nclations to us no later than the first six months
of 197'L At. this time, however, the controYersy over the numbers stili
exists.
· . ·
In addition to the disagreement over which staffing ratios are the
best, there ,aro diff~t.e:rices between States as to whether additional chihr
care funding should be used to augment the staff at one facility, or to
open a new facilitv 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 type of decisionmaking.
In 1973, I supported Sf\nator Mondale's amendment to title XX to
require States to meet the Federal day care standards. I 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 intended to comply, whether or not the standards were mandat~?d by Fed!.'rallaw. Since then, Orerron 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)

No\v, however, the Oregon Division of C:hildr~n's S~r':ic~s believes
that it can best meet the day care needs o:f 1ts children 1~ It IS not compelled to meet federally-in~pose~ d~y care staffing ra:tws. I support
their position, because we m W ashmgton cam~ot .cla1m any greater
wisdom or sensitivity for the Tole of staffing ratios. m prope.r day c~re
management in each community than the people m that commumty.
The arcruments for revenue sharing are similar to the arguments for
my amendment. I support revenue sharing because it enables people to
fight local problems through the gover:nments elosest to th~m. The
funds are used according to local needs !n the areas of educ~twn, law
enforcement, transportation, social serv.Ice~, h~alth, tht; envm;m:nent,
and recreation. Revenue sharing money IS cl1s~r~~ntecl w1th a mmimum
of Federal "strings." Yet, I have hear~ no cr1~Ic1sm that d3:y care centers senior citizens centers, or other soCial services funded With revenue
sha~ing are "low quality."
.
.
For these reasons, I believe that H.R. 9803, which provides for an
additional $250 million for title XX day car~ programs, should pe
amended to return the power. to s.et staffing ra.tws to the States. I '':Ill
attempt to amend it by deletmg ImplementatiOn of the staffing ratios
now scheduled to be effective February 1, 1976.
BoB PAcKwooD.

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, actually 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 ratiot3 or caretaker certification 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 supporting 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 decision~
in this regard.
BILL BROCK.
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Mr. ULLMAN, from the committee of conference,
submitted the following

CONFERENCE REPORT
[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 b11l (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 recommend 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 amendment as follows:
In lieu of the matter proposed to be inserted by the Senate amendment insert the following:
That (a) the Congress finds and declares(1) that the Social Ser'Vices 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
erdsting levels,.
( ~) that in such cases compliance with these standards will require a substantial in.crease in the present level of ewpenditures
for child care; and
( 3) that adequate funding to meet these additional child care
ewpenditures required by the Social Services Amendments of 1974
iJJ not presently available.
(b) It iJJ therefore the purpose of this Act to provide the addit" ,
funding which will make possible the implementation of the ne ~[!,f~R D <
care st(ffftdards witlwut severely curtail:ing the avuiloibility 't child
~
care se'l'Vices.
~
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SEc.~. Section 7 (a) ( 3) of Ptthlic L(JJW 93-847 i8 amended by striking
out "Febru.ary 1," and inserting in lieu thereof "July1 ".
S1r:c. 3. (a) For purposes of title XX of the Social Se'curity Act the
amqunt. of the !imitation (imposed by section~OO~(a) (~) of suoh Act)
whwh u ap.Plu;able t'? any State for the fiscal pear ending June 30,
1976, or whwh ts applwable to any State for the fiscal period beginning
July 1, 1976, «ffUl. enditng September 30, 1976, shall be deemed to be
equal to whichever of the following i8 the lesser:
( 1) an amount equal to( A) 10~ per centum of the amount of the limitation so imposed (as determined without regard to thi8 section) in the
case of suoh 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 suoh fiscal period, or
(~) an amount equal to (A) 100 per cenflwm of suoh limitation
for suoh peal year or period (as determined withov!t reflar'd to
this section), plus (B) an amount eqt«il to the sum of (i) 80 per
cent;tm of the totxd amount of eaJpenditures (I) which are made
dunng S'Uf!h peal year or period ~n connection wl:th the provi8ion
of any. ch~ld da'!f eare ser'1Jwe, and (I/) with respect to which payment ~s authonzed to 0.'3 made to the State 'l.l.lflder sueh title for
suoh fiscal year or period, and ( ii) the aggregate of the amounts
of the grants, made by the State during suoh peal year or period
to which th~ pr01Ji8ions of subsection. (c) (1) are applicable., -, '
(b) The add~twnal Federal f'l.l.lflds wh~eh become payable to atn~y
State for the_ fiscal ve_ar Or fiscal period Specified in (IUbsectiim, (a) by
reason of tlie prov~s of suoh subsection shall, to the mam'T1Ilfllm.,
ewtent that t~e State determines to be feasible, be employed in IJUch
a wa.y as to ~ncrease the employment of welfare recipients ani/, other
low-~ncome persons in jobs related to the provi8ihn of child d'ay oore
servzoes.
( c} (1) Subtect to paragraph (B), tJWI1UJ granted by a A.qtate to a
qualified prov_zder of child day care sert•lces (as defined in paragraph
(~)(A)) dunng the last quarter of the fiscal year specijied itn subsectz~ ( Cf) or d'l;trin[J the fiscal period so ~p~cified, to assi8t 81f0h rw:ovider zn meeting zts Federal welfare rempunt employment ~rwentzve
ewpenses (as defined in paragraph (3) (B)) 'With respect to indi-viduals employed in jobs related to the pr01Ji8ion of child day care services in one or more child day care facilities of suoh pr01Jider, slurll be
deemed, for '/)'U'l'poses of title X X of the Social Security Act, to constitute ewpenditurea made by the State, in aecordanee 1vith the requirer;wnts .and conditions imposed by suoh Act, for the provi8ion ofservU'(NJ dzrected at one or more of the goals set forth in clauses (A)
through (E) of the first sentence of section ~OO~(a) (1) of suoh Act.
With respect to sum.a to which the pre(',eding sentence is applicable
(after applica_tion .of the provi8ions of paragraph (B)), the figure
"75", as contazned zn the first sentence of.section BOO~( a) (1) ofsuoh
Act, shall b.~ deemed to read "100".
0?) The prm,iJJions of paragraph (1) shall not be applicable-'( A) to the amount, if any, bv 1vhich the aggregate of the tJWI1UJ
(as deaeribed in suoh paragraph) granted by any State duriii'I{J the
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fiscal year or fiscal period specitlfd. in !tthsection (a) ewce~ds the
amount by w_h~h such State's Um~tatwn (as referred tom subsection (a) ) zs z'M'l'e@ed pursuant to suoh subsectwn for suoh fiscal
.
.
.
year or period, or
(B) with respect to any grant made to a partwular qualzfied
provider of child day care ser'1Jiees ~o the .ewtent that (as de•
termined by the Secretary) suoh grant u or wzll be W:Jed( i) to pay wages to any employee. at an annual ra~e zn
excess of $5/)00, in the ease of a publw or nonprofit pr1vate
pr01Jider, or
.
( ii) to pay wages to any employee at an annual rate ~n excess of $4,000, or to pay more than 80 per centum of the wages
of a'fl.y employee, in the case of any other provider.
( 3) For purposes of thi88ubsection.
. ,
(A) the !erm "q'UQ,lified p1'()1)ijb:r of child day care servzeelf ,
when used zn reference to a reezpzent of a grant by a State, zncludes a provider of suoh services only if, of thf to~al num:be; pf
children receiving suoh services from suoh provider m the faezlzty
with respect to which the,rant i8 made, at least ~ per centum
thereof ha1>e some or all o the costs for .the ehilfl day care services so furni8hed to them by such provider paid. for under the
State's ser'1Jices program conducted pursuant to title XX of the
Social SeC~J.rity Act; and
,
(B) the term "Federal welfare recipient em;,ployment ewpens_es
means e:epenses of a qualified provid~r.of child day care_ servz~es
which constitute Federal welfare reezpwnt employment zneentwe
ewpenses as defined in seotion 50B( '!')(B) of the Internal Re'?e?"ue
Oode of 1954, or which would constitute F eder:_al welf(TJI'e :eezpient
employment inc~ntive eaJpenses. as so. defined if the provider w~re
a tawpayer entitled to a ered'lt (with respect to the wages znvol!ved) under section 40 of suo~ 0 ode.
•
.
(d) (1) In the administration of t~tle XX of the SocioZSecunty Act,
the figure "75', as contairuul in the jl'I'Bt sentence ofseoti<m ~00~ (a) (1)
of suoh Act shall subject to p(TJI'agraph (~), be deemed to read "80"
for purpose; of applying I'UCh sentence to ~wpend~s made by a State
for the pr01Ji8ihn of child. day care aervuJes d11li'Wn.g the fiscal year or
fiscal period specified in stthsection {a).
.
(B) The total amount of tlte Federal payments which may be paid
to any State for such fiscal year or f!sctif period una61' tji;"fe XX of the
Social Semlll'U'I/ Act. with the applwatum of the pr01JtBWnB of paragraph (1) t!luill. notewoeed anfiiTI'b()'IJII'.t eq:ual to the ewcess (if any) of(A) the UJI'nO'IJII1,t by which sueh State'slimitati{yn, ( aJI referred to
itn subsection (a) ) is increased pursuant to sueh subsection for
such ye(TJI' or period, over
·
(B) the aggregate of the ~ of. the grants, .m;ade by the
State during such year or period, to whwh the pr01Jtszons of subsection (c) (1) are applicable.
SEc. 4,. (a) At the earliest practicable date after the date of enactment of thi8' section (but in 110 event later than 45 daya after the date
of suoh enactment) the Secretary of Health, Education, and Welfn:re
shall determine the amownt of additional Federal fwnils (if tmy) .whwh
are needed by the States in order to ena:ble them to comply wzth the
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t'equirements imposed by or under sectifm. 2002(a) (9) (A) (ii) of the
Social Security Act(1) for the fiscal year' ending Jwne 30, 1976, and
(2) for the fiscal period beginning July 1, 1976, <NUl ending
September 30, 1976.
(b) If the aggregate of the amounts determined by the Secretary to
be needed by the States is equtil to(1) in the case of the fiacrd year ending June 30, 1976, $12,500,000, or .
(2) in the case of the fiscal period begi:wning July 1, 1976, and
ending September 30, 1!/ifJ, $'12,500,000,
then the Secretary shall increase the amount of the limitation (V!nposed by section 2002(a) of the Social Seeurity Act and determined
after application of tk preceding sections of this Act) applicable
to each State which is determined by the Secretary under subsectio-n
(a) to be in need of additional funds for sueh fiscal year or such
fo5cal, period (as the ·case may be) by an.amount equal to the amount
of the additional funds so needed by IJ'Ueh State for such yeaqo or
period. If the aggregate of the a'flW'IJiflta so determined by the Secretary for such fiscal year or fiscal period (as the · cl18e may. be) is
itn ewcess of the amownt specified under clause (1) or (2) of the
preoedinf! sentence with respect to such yeaqo or period, then the Secretary shall increase the amount of the limitation (referred to in
tlte preceding senten,ce) of each sueh State in the manne1' p'l'o1.'ided in such sentence, ewcept that the amuwnt of increase of each
&ueh State shall be proportionatel;y reduced by such OJTn.O'tllnt a8 is
necessary to ·reduce the aggr'egate of the increases to the applicable
dollar amount specified in clause (1) or (2) of the preceding sen:ten,ce.
If the aggregate of the amounts so determined by the SecretfN"!J for
fiscal year or fiscal pe·riod (as the case may be) is less than the
dollar armount specified under elause (1) or (2) of the first senten,ce
1.mth respect to such year or period, then the Secretary shall increase
the amount of the limitation (referred to in the fi.rst senten,ce of this
8Ubseetion) of each such State in the manner pro~·ided in such senten,ce,
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 yea.r or fiscal period shall be used to increase, for such
year or period, the amount of the limitation (referred to in the first
senten,ce of this ~ubsection) of aU States, ·with the arTWI.IJ1'l,t of increase
appl·wable to each State being determined on the basis of population
in like manner as is prescribed under section 2002(a) (i) (A) of the
SoeUil Seeurity Aot.
SEc. 5. (a) Section 50A(a) of the Internal Reven~ Oode of 1954
(relating to amount of credit for work incentive p1'0grann ewpemes)
isamended(1) by adding at the end of paTagJ'(I.'f'.h (2) the follm»ing
new senten,ce : "The preceding sentence shall not appl;y to so much
of the credit allowed by section /I) as is. attributahle to Federal
welfare recipient employment in,centive expenses described in subsection (a) (fJ)(B).", and
(2) by striking out pa:ragraph (fJ) and inserting in lieu thereof
the following:

"(6} LIMITATION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOYEES.. 'L- -~:
"(A) NoNBUSINESS ELIGIBLE EMPLOYEES.-Notw~tn~St«rr~W6ng
paragraph (1) , the credit allowed by sectif;n /I) "!ith respect
to Federal welfare recipent employment ~n,centwe expenses
paid or incurred by the taxpayer d'IJIT'ing the tamable year ~o
an eligible employee whose services are not perf~d ~n
conneotion with a trade or business of the tawpayer shaill not
ea:ceed $1 ,f)OO. ·
"(B) CHILD DAY CARE SERVWES ELWIBLE EMPLOYEES.N otwithstanding paragraph (1), the credit allowed by section /I) with respect to Federal welfare recipient employmt;nt
in,centive ewpenfJ.I'_,s paid or incurred by the taxpayer dunng
the taxahe year to an eligible employee whose ser'!nces arre perf07"1'TU3d in conneotion with a child day care servwes pro(J'I'am,
conducted by the tawpu:ger shall not emceed $1 ,f)OO.".
(b) Section 50B (a)· ( 2) of such 0ode (relating to definitions; special
rules) is amended to read as follows:
"(2) DEFINITIONs.-For purposes of this section, the term
'Federal welfare recipient employment incentive expenses' means
the (JJf1U)'I.(II'I of wa.ge,s paid or incurred .b'!f the taxpayer for se'l'lJices rendered to tl~e taxpayer by an eltgwle employee"(A) beforeJuly1,197fJ, or
"(B) in the case of an eligible employee whose services
are performed in connection with a child day care services
program of the tawpayer, before October 1, 1976.".
(c) The amendments made by this section with respect to Federal
welfa:re recipient employment incentive expenses paid or incurred by
the taxpayer to an eUgt'ble employee whose services are performed
in oonnection with a child day care services program of the tawpa:ye.T
shall appl;y to such eaJpenses paid or incurred by a taxpayer to a.n
eligible employee whom such taxpayer hires after the date of the
enactment of this Act.
SEc. fl. (a) Section 200!2(a) (9) (A) (ii) of the Social Seeu!J'ity Act
isamended(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 standards otherwise applicable in the case of a day car'e center oT group
day care home in which not n?tore than 20 per centum of the
children in the facility (or, in the ease of a day aare center, not
more than 5 children in the center) are children whose care is
being paid for (wholly or in part) from funds made ama:ilable to
the State under this title, if such ageney 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 eare facility providing care for such children complies with appUeable State standmids, and ( V) in determining
'Whether atyplieable staffing standards are met in the ease of day
care provided in a family day care home, the number 'Of children
being caqoed for in such home shall include a child of the mother
who is operating the home only if such child is under age 6,".
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(b) The amendments 'f!Ulde by 8'1/hseetion (a) shall, insofar as 8UCh
ame;uJmentsaddanewclause (V) tosection!BOOS(a) (9)(A)(ii) ofthe
SoO'l.al Securi~y Aet, be effective for the period bepinning October 1,
197~, and endzng Septem?~r 30,1976; a71fl on and after October 1,1976,
seatwn 2(X)9(a) (9) (A) (~z) of the Somal Security Aet shall read as
it would if such a:mendments had not been made.
SEc. 7. Section 4(a) of PUblic Law 94-1!80 is amended to read as
follows:
" (e) The amendments made by this section shall be effective on and
after Oatobe'l' 1, 1975.".
·
And the Senate agree to the same.
Tha:t the House recede from its disagreement to the amendment of
the Senate to the title of the bill, and agree to the same.
AL ULLMAN,
JAMES C. CoRMAN,
c. B. RANGEL,
F. STARK,
JoE D. WAGGONNER, Jr.,
Managers on the Part of the House.
RussELL B. LoNG,
vANCE IIARTKE,
A. RmwoFF,
w. F. 'MONDALE,
w. D. HATHAWAY,
M anagera 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 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
specifieil staffing standards (for children between six weeks and six
years old) in 01;der 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, 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 is 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 amendment 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 funding is provided beyond September 30, 1976.
The Senate amendment permitted States to use a part of the additional funding to reimburse providers of child care for the costs of
employing welfare recipients. Under the Senate provisions, the
amount payable to a oualified provider could not exceed $4,000 (an additional $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(7)

8
ment payment in lieu of tax credit). These payments could be :na<!e
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 ~nerally follows the St;nate
provision except that payments to pubhc and nonprofit providers
could be made up to amounts equal to $5,000 per ye~r I?er employee.
(Such providers would not be eligible for a payment m heu of the tax
credit.)
··
1
· 1
·
The Senate amendment provided that the: a~ditiona soCia. servJCes
money available for child care would be ehgtble for matchmg State
expenditures at an 80% rate rather ~han the curre~t:law rate of 75%.
The conference substitute accepts this Senate provision. . .
The Senate amendment provided that 20% of the additional f~J?-d
ing available in fiscal year 1976, the July-September 1976 transition
quarter, and fiscal year 1977 would be alloc~ted by the s.ecretary of
Health Education and Welfare to States whiCh he determmes .to need
additio~al funds ~cause of special difficulty in meeting the ch1ld care
standards. Funds set aside for special needs but not used would be ~·eat
located on the basis of State population. T~~ conferen?e substt.tute
includes this provision with respect to the additiOnal fundmg provided
for fiscal1976 and the transition quarter.
.
.
.
The Senate amendment extended the work mcentlve program expense credit allowed by section 40 of the Internal. Revenu_e ~o?e of
1954 to permit a credit for a portion of the wages pa~d to an m?Ividt.Ial
who is a Federal welfare recipient who is employed m connectiOn w1~h
a child day care services program, an? made several ?ther changes m
the rules applicable to the COI?P'~t~twn of th~ credit allowable for
expenses of employing such an mdiVIdual. Specdicall:v:(1) the limitation on the amount of the. credit allowable for
·work incentive program exJ?enses undE_!r sectJOn 50A (a) ( 2) of the
Code, which limits the maximum credit to $25,000 plus 50 percent
of tax liability in excess of $25,000, would not apply ~o. so much
of the credit as is attributable to Federal welf~re recipients employed in connection with a child day care services prog_ram;
(2) the amount of the cred~t ~llowable for wages paid to. any
particular Federal welfare recipient could not exceE_!~ $1,000, . .
(3) the credit would be allowed to~ St~te, a pohhcal subdivision of a State, or a tax-exempt orgamz~t10n;
( 4) the credit is allowed for wages paid to such a Federal welfare recipient after September 30, 1975, and before January 1,
.
'f
1981; and
( 5) the full credit would be refunded to t~e taxpfl:ye~ ~ven .1
the amount of the credit allowed exceeded h1s tax habthty ( m
the case of a State, a political subdivision of a Stat.e, or a taxexempt organization, the entire amount of the credit ·would be
refunded).
.
.
The conference substitute is the same as the Senate amendment, wtth
the followimr exceptions :
.
. .
. .
(1) Under the conference substitute, States, pohhca~ s.ubdtvlsions of States, and tax-exempt orga~izations are not ehgtble for
the credit against tax allowed by section 40 of the Inter~al Reyenue Code of 1954 (relating to expemes of work mcentive
programs).
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(2) Under the conference substitute the credit is not refundable
in excess of the taxpayer's liability for tax.
(3) Under the conference substitute, the credit is allowed only
with respect to wages paj,d after the date of enactment of the conference substitute and before October 1, 1976.
A taxpayer who intends to claim the credit allowed by section 40
of the Internal.Revenue Code of 1954 for the taxable year can, of
course, adjust hts quarterly payments of estimated tax, or his withholding (in the case of an individual), to take account of the amount
of the credit he expects to claim.
The Senate amendment would 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
?enter7 there are no more than 5 such children), provided that it is
mfeas1ble to place the children receiving Federally 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 a.pply retroactive to October 1, 1975. The
conference substitute accepts the Sena.te amendment on a temporary
basis eifective through September 30, 1976.
.
The Senate amendment added a provision making permanent certain modifications provided under P.L. 94-120 governing funding
of services for addicts a.nd alcoholics. The provisions involved (which
e:q>ired January 31, 1976) require that special confidentiality reqmrements of the Comprehensive Alcohol Abuse Act be observed
with regard to addicts and alcoholics, clarify that the entire rehabilitative process must be considered in determining whether medical
services provided to addicts and a-lcoholics can be :funded as an integral
part of a State social services program, and provide for funding of
a 7-day detoxification period even though socia.l services funding is
generally not available to persons in institutions. The conference substitute accepts the Senate amendment.
AL ULLMAN,
JAMES C. CoRJr1AN,
B. RANGEL,

c.

F.

STARK,

JoE D. WAoooNNER, Jr.,
Managers on the Part of the Howw.
RusSELL B. LoNG,
vANCE

HARTKE,

A. RmmoFF,
W. F. MoNnALE,

w. D. HATHAWAY,

Ill anagers on the Part of the Senate.
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H. R. 9803

RintQ!,fourth Q:ongrrss of tht ilnittd £'tatts of amcrica
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

To facilitate and encourage :the implementati-on 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 ,services, 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 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 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.
SEc. 2. Section 7(a) (3) of Public Law 93-647 is amended by striking out "February 1," and inserting in lieu thereof "July 1,".
SEc. 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 appli<:able to any State for the fiscal period beginning
July 1, 1976, and endmg September 30, 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-.inoome persons in jobs related to the provision of child day care
services.
(c)(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 subsection (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 constitute expenditures made by the State, in accordance with the requirements and conditions imposed by such Act, 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 subsection (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 determined by the Secretary) such grant is or will be used(i) 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
(ii) 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 prov·ider.
( 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 services 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)
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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) Tihe 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 paragraph ( 1), shall not exceed an amount equal to the excess (if any) of(A) the amount by which such State's limitation (as referred to
.
in subsection (a) ) IS 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 subsection (c) ( 1) are applicable.
SEc. 4. (a) At the earliest practicable date after the date of enactment 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) If the aggregate of the amounts determined by the Secretary to
be needed by the States is equal to(1) m 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 preceding 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 additional 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 determined 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 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 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.
SEc. 5. (a) Section 50A (a) of the Internal Revenue Code of 1954
(relating to amount of credit for work incentive program expenses)
is amended(!) 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 reciJ>ient employment incentive expenses described in subsection (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) N ONB"GSINESs 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 connection with a trade or business of the taxpayer shall not
exceed $1,000.
"(B) CHILD DAY CARE SERVICES ELIGIBLE El\fPLOYEES.-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 performed m 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) DEFINITIONs.-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) before July 1,1976, 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.".
(c) The amendments made by this section with respect to Federal
welfare recipient employment incentive expenses paid or incurred by
the taxpayer to an eli~ble 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 by a taxpayer to an
eligible employee whom such taxpayer hires after the date of the enactment of this Act.
SEc. 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 standards otherwise aJ?plicable in the case of a day care center or group
dar, care home Ill 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 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,
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in a day care facility which comJ;>lies with such staffing standards,
and if the day care facility proVIding care for such children complies with ap;plicable State standards, and (~) in determining
whether apphcable staffing standards are met m 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 anew clause (V) tosection2002(a) (9) (A) (ii) ofthe
·Social Security Act, be effective for the period beginning October 1,
1975, and ending September 30, 1976; and on and after October 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.
SEo. 7. Section 4(c) of Public Law 94-120 is amended to read as
follows:
"(c) The amendments made by this section shall be effective on and
after October 1, 1975.".

Speaker of the House of Representatives.

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

April 6, 1976

FOR IHI1EDIATE RELEASE

Office of the \lhi te House Press Secretary

-------------------------------------------------------------THE HIUTE HOUSE
TO THE HOUSE OF REPRESENTATIVES:

I am returning without my approval, H.R. 9803, a
bill which \tould 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 l'lhicit 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 renoving of burdensome
Federal restrictions.
I am firmly committed to providing Federal assistance
to s·cates for social services progra.nlS, including chilu
day care. But I am opposed to un'trarranted Federal interference in States' administration of these programs.
The States should have the responsibility -- and the
right -- to establish and enforce their own quality day
care standards. l1y recently proposed Federal Assistance
for Cor;tmuni ty Services Act \•10uld adopt this principle,
and with it greater State flexibili·ty in other aspects of
the use of social services funds available under Title XX
of the Social Security Act.
II.R. 9803 is the antithesis of ray 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 o~m staffing standards for.federally assisted day care.
This bill would not make day care services more 'tlidely
available. It \'IOUld only Bake them nore costly to the
American taxpayer. It would demand the expenditure of $125
million over the next six months, and could lead to $250
million nore each year thereafter.
H.R. 9803 would also 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
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 according to their m'ln priori ties. This
bill "VTould undermine the Title XX .commitment to State
initiative by dictating not only how day care services
are to be provided, but also hmt they are to be financed
under Title XX.
It \"10Uld 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. Hy proposal would, on the other hand,
elininate State matching requireL~nts altogether.
more
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Noreover, H.R. 9803 \tould create an unfair situation
in which some child day care centera "ttould operate w1der a
different set of standards than other centers \·tithin the
same State. Those uay care centers in which fet'ler than 20
percent of those served are eligible under Title XX could
be exempt from Federal day care standards.
This provisio~
would have the probable effect in some instances of reducJ.ng
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. 9303. 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, ~~ey 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. In fact, the bill recognizes many of these
questions by postponing their enforcer.-tent 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 ti1e administration of their day care progra~8.
The Congress itself has required by law that the
Department of Health, Education, and l'Jelfare conduct an
18-month study ending in 1977, to evaluate tl1eir
appropriateness.
Rather than pursue the umdse course charted in this
bill, I urge that the Congress extend, w1til October 1,
1976, the moratorium on imposition of Federal day care
staffing standards that it voted last October. This \lould
give the Congress ample time to enact my proposed Federal
Assistance for Coxmauni ty Services Act, under w·hich States
would establish and enforce their own day care otaffing
standards and fashion their social services programs in
ways they believe \1ill best meet the needs of their
citizens.

GER.:l\.LD R. FORD

THE

\fHITE

HOUSE I

Aj?ril 6, 1976 •

MAY 4, 1976

FOR IMMEDIATE RELEASE

Office of the White House Press Secretary
~---------~-~-~-------------------------------------------~--

THE WHITE HOUSE
STATEl\ffiNT 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 removal 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 woJJl,-d-make permanent highly controversial
and costly day--eire staff-to-children ratios. And it would
deny the States the necessary flexibility to establish and
eqforce their own staffing standards for federally assisted
·d•y care.
I

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 deliber~tions leading to enactment of Title XX, a little
over a year ago, the States and voluntary service organizations
fought hard to win the rtght 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.
· 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.
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 their own day care staffing standards and
fashion their social services programs in ways they
believe will best meet the needs of their citizens.
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Office of the White House Press Secretary
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THE WHITE HOUSE
STATEI1ENT 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 said 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 regulations 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.
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THE WHITE HOUSE
STATEI1ENT 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 said 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 regulations 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.
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