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STATEMENT BY THE PRESIDENT 

I have today signed into.law H.R. 12455, a bill 

concerning -child day care staffing standards and 

social services supported with Federal financial assis­

tance. 

Earlier this year, I vetoed the predecessor version 

of this bill, H.R. 9803, and the Congress sustained my 

veto. I have signed H.R. 12455 because it embodies a 

major compromise on a key issue which led to that veto-­

the imposition on States and localities of costly and 

controversial Federal staffing requirements for child 

day care services funded under Title XX of the Social 

Security Act. 

H.R. 9803 would have imposed these standards effective 

July 1 of this year. Had that bill become law, it would 

have brought about an unwarranted Federal preemption of 

State and local responsibility to ensure quality day care 

services. 

H.R. 12455, by postponing the Federal standards until 

October 1, 1977, will enable the States to operate day care 

programs for more than another year free of onerous and 

costly Federal intrusion, while HEW completes a required 

major study and report with recommendations on the day 

care standards. In addition, the Congress will have the 

opportunity to act on my proposed "Federal Assistance for 

Community Services Act," submitted to the Congress last 

February to reform the Title XX social services program. 

My proposal would provide the States with the opportu­

nity to admid~ster the Title XX program with the necessary 

flexibility to meet their most pressing needs as the y 

themselves determine those needs. It would simplify 

program operations and remove many of the burde nsome and 
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restrictive Federal requirements so that social services 

can be provided in the most ~fficient and effective manner, 

and can be most responsive to the needs of our citizens. 

As part of this overall approach, it would require the 

States to adopt and enforce their own standards for feder-

ally-assisted child day care. 

\ihile I am disappointed that the Congress has not, in 

H.R. 12455, clearly placed this responsibility and authority 

in the States, the bill's lengthy suspension of the standards 

is a positive step toward this objective. 

H.R. 12455 does adopt a concept contained in my Federal 

Assistance to Community Services proposal by permitting 

States to provide Title XX services on a "group eligibility" 

basis, except for most child day care services. Under this 

bill, States will not have to require that~senior citizens 

and other persons who need and depend on social services 

programs be subjected to individual income and assets tests 

in order to determine whether they can participate in 

these programs. Such persons will be el~gible as members 

of groups, when the States can reasonably assume that 

substantially all those to be served have incomes less than 

90% of the State's median income. 

This provision will make it possible for older persons 

and families who obviously qualify for federally-assisted 

services to obtain those services without a demeaning 

scrutiny of their personal affairs. It will also eliminate 

unnecessary and costly administrative trappings for many 

service programs, thereby freeing more Federal and State 

funds for the actual delivery of services. 

H.R. 12455 embodie,in part/still another central 

eleme nt of my Federal Assistance for Community Services 

proposal: that States should no longer be required to 

match their share of the Federal Title XX social service 

' 



funds with State and local tax dollars. Under this bill, 

as much as $200 million in new Title XX funds would be 

distributed in fiscal year 1977 without a requirement for 

State matching, if States choose to spend that amount for 

child day care services. I am hopeful that this tentative 

step indicates the willingness of the Congress to consider 

seriously the elimination of the matching requirement for 

all Federal social services funds under Title XX. f . 
~iT 

I do have serious reservations about th~additionai 
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Federal funding provided in H.R. 12455, although it is less 

than the amount in the bill I earlier vetoed. It is also 

·unfortunate that this bill, for the first time under Title 

XX, designates certain~~~ specified 

purposes. This is the antithesis of the spirit and intent 

of Title ~~i~States the maximum flexibility to 

determine their own priorities in using their share of 

Federal social services funds. I am also concerned that the 

child care provisions of this bill have not been adequately 

coordinated with child care provisions iri the pend$ng .tax 

reform bill. 

Much remains to be done to help the States improve 

their delivery of social services funded under Title XX. 

I am gratified that the Congress, in this bill, has moved 

in some measure toward accepting concepts in my proposed 

Federal Assistance for Community Services Act. Further 

action is needed, however, to provide more comprehensive 

reform that will provide States the tools and flexibility 

to deliver social services to those in need without cumber-

some Federal regulation. I again urge the Congress to act 

promptly to give my proposal a full and favorable hearing. 
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STATEMENT BY THE PRESIDENT 

I have today signed into law H.R. 12455, a bill 

concerning child. day c~re staffing standards and 
, 

1Qot~J~ 

social services supported with Federal financil- , n ,. . . _ t . ..J ;,...~ 
f.I'LO ~IM..<;.-. ~ ~ cla.~ c..• I 4 (IV ~ 

assistance. ~-vt~.d~,A.e..WI~ .~~'4!~, ~~·he~~ 
( -f;MN..-Jt:L~ "g ~~~;~ t.tv.i~~ ~ -~ ~ ,c..t..gHo-»t."'- ..,~n ... 

Earlier this year, I vetoed the predecessor version ~~ ~ 
-- ~r~.J4;:;.~~'1t.~~~~~~-

of this bill, H.R. 98031\ ~he Congress sustaJ.ne(ll,) myL 1 ~-_____ - ~ ~-u.-
~ n·w~~~ 

·~· 12455 because-~ embodies a lJ 1 ~~ &'-1\I.W 
~ ~at..d . . ~~~

1
-~-::eJor compromise on a key issue which led to that veto 

JtJt,~~ .w1 imposition on States and localities of costly and 
-, 

~~ controversial Federal staffing requirements for child 

k-~ tJ.tv.. day care services ·funded under Title· XX of the Social 
th'~~ . 

~.-)\~~tr~>~. ecurity Act. -. 

~ ,.~r~ H.R. 9803 -would have imposed these standards effec-

•.. ·-.. ... 

tive July 1 of this year. Had that bill become law, it 

would have brought about an unwarranted Federal preemp­

"';,;tion of ~tate and. local:. responsibility to ensure quality 

day care services. 

H.R. 12455, by postponing the Federal ~tandards 

until October 1, 1977, will enable the States t~ operate 

day care programs for more than another year free of 

onerous and costly Federal intrusion, while HEW completes 

a required major study and report with recommendations on 

·~ the day care standards. In addition, the Congress will 

have the opportunity to acto~ my ·proposed "Financial 

Assistance for Community Services Act," submitted to the 

Congress last February to reform the Title XX social 

services program. 

My proposal would provide the States with the oppor­

tunity to administer the Title XX program with the necessary 

flexibility to meet their most pressing needs as they 

themselves determine those needs. It would simplify 

program operations and remove many of the burdensome and · 
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STATEMENT BY 'l'HE PRESIDENT 

I hava today aigned in~ law B.a. 12455, a bill 

ooacerning child day care· ataff1D9 atan4arda and 

aocial au:Yicea aupported w1 th Federal fiuncial 

aa•iataDce. 

Barlier thia year, I wetoed the predec .. aor veraioa 

of thia bill, B.ll. t803, and the COnCJnt•• auatainecl rq 

veto. I bave aiped B.a. 12455 becauae it 811bocU.ea a 

-jor OOIIPraaiM on a Jtey iaaue which led to that wto -­

the t.poaition on State• and localitiea of ooa~ly and 

oontroYeraial Federal ataffin9 ~r ... n~ for child 

day care ••rvicea fuoded under Title XX of ~· Social 

security Act. 

B.a. 9803 would have illpoMd theae atandarda effec­

tive July 1 of tbia year. Bad that bill becc.e law, it 

would hav. broQCJbt about an UftWarranted Federal pr.-.p­

tion of State and local reaponaibility to enaure quality 

day care aenicea. 

H.R. 12455, by poatpoaiDv the Federal atandarda 

until OCtober 1, lt77, will enable the Statea to operate 

day care progr- for JBOre than another year free of 

oneroua and 008tly Federal lntruaion1 vbile BBW oo.ple~ 

a nquired -jor atudy and report with reoo ... nc1atioaa on 

the clay care atandarda. In addition 1 the Coft9Z"e•• will 

haw the opportunity to act on -.y propoaed •rinaDCial 

Aaaiatance for Co.auni ty Servicu Act 1 • aubJai ttecl to the 

Oonqreaa laat February to refora the Title XX aooial 

aervicea progr ... 

My propoaal would proY14e the State• with the oppor­

tunity to a~niater the Title XX prograa with the naceaaary 

flexibility to ... t their .oat preeainv needa •• tb8y 

th ... elvea det.endne thoae need•. It would aillplify 

progr .. operation• and remove .any of the burdenaoll8 and 
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natr~iw l'ederal nquln.au ao that eooial aent.c .. 

can be pftft'lde4 ia t efficient •4 effeftift Mftner, 

•4 can be 110at to the needa of our c1~1•••. 

Aa pan of ~1• GYerall appnacb, it WCN14 nqU.n t:he 

Statea to ado~* a4 enforce tbeir own atudaria tor 

tede~ally--iaMct Gb114 day care. 

While I u dieappolated that tbe O:.peaa baa DOt, ia 

u.a. 12455, ole~ly plaoe4 thia ... poaalbllity .. 4 a~rlty 

1a the Statea, the bill' a lenp- • ...,...loa of the at.aDdarda 

la a poa1tiw atep toward t.bia objeotlve. 

s.a. U455 cJoea adopt. a oon.ce~ ooataiH4 1D ar 

WiD•clal Aaaiateo. ~ ea.a.ity Senioea pJ"OPHal by 

pe:&al~tlat Stat.. to P"Ylde ~itle XX aerri.ou oo a •poup 

elitO,lli~y· buie, except. for .,.t cl\114 day care Mrri.oea. 

UDder thie bill, Stat• will DOt baw to nquln that aenior 

oitiaeoa ac! o~r penou wbo aeed llll4 ~peDcl on aoclal 

aerri.oea Protz'- be aabjech4 to 1Ddivi4ul iaoo.e •4 

aaMta teat.a .la order to detenla• whether tbe:r can pa.rti­

oipat:e 1D tbeae PI'OCJZ'-. Such penooa will be e11t1ble 

u •llbezoa of ~pa, wbe the Sqtea can naeoDablJ ... _.. 

that •U.•enlallJ all tboM to be Hrw4 ha.. iDGO- 1 ... 

tbu tot of tM State • • ...Uu laoo.. 

ftda pao.lal• will .Ue it poealble for oldar penoaa 

a4 fa.i.Uea vbo obYiouly qullfJ for federallJ•Uaiau.t 

Mnloea to obuta '*-e aer.icee without. a de•aalft9 

•on•iay of 'beir pen.al affair•. It will alao ellld.aa•e 

~•817 aa4 ly adldnlauatlve r in for MDY 

Hn'ioe prc>cJftM, tbenby tn.lll9 JDOre hderal ad State 

fUDda for the aotul dell .. ry of Mnioea • 

• a. 124 ellbod1•, 1n pan, aUll another oeDtral 

el-t of -r ria•cial Aaaiablloe for eo-nit sentcea 

pnpoqls that St.at:ea abould no ~.-r be aq11ln4 t.o 

Mtc* tbeir aban of t.he Pecteral Title aocial Mn'lae 

' 
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fuDda vi~ State and local tax dol lara. Under tbia bill, 

aa .uoh •• $300 llillioa in new Title XX fwlda would be 

diat.rlbuted ln flacal yea~ lt77 wi~ut. a requi~...nt. for 

State Mt.ohiD9, it Statea cbooae ~ apend ~at amount for 

cbild day care aerrioea. I am bopeful that tbia unuU ve 

aup lnclioat.ea the wlllia9D•• of the COru1r- to conaider 

.. rioualy the elt.inat.ion of the .. tobin9 ~~~t for 

all hderal aooial aenicea fl:mcla uncler Title xx. 

I c1o baft aerlou n .. r.atioaa about the a1110ant of 

additi011al Pecleral fwa4iq pNYi.ded in H.R. 12455, aldloQCJb 

it la leaa ~ the ...,unt 1D the bill I earlier wt.oed. 

It la al.o unfort.UAate that thia bill, fo~ the tirat tt.e 

Ullc!er Title XX, deaipat.ea leftla of flm4int for apeolflecJ 

pu-poa... !'hia la t.be antltheaia of tbe apirlt. ancl intent 

of Title XX wbiob per.ita 8tatea the maxtmu. tl .. ibillt.y ~ 

4eter.ine their own prloritiea ln aalD9 their ahare of 

Pecleral aocial aerYlc.. funda. I am alao concenaed that the 

cbild care p~ialoaa of thla bill ba.. not been adeq .. tely 

coordinatect wl th child care pi'OYlalou ln the peadint tax 

nfora bill. 

Much NMlna to be dcme to help the Stat .. iapro .. 

their deliv.ry of aocial aer.icea funded under Title XX. 

I am fl'aUfle4 ~t the CoDvnaa, in thia bill, baa IDved 

in acme meaaure toward aooeptlav concepu in ay pzopoae4 

financial Aaaiatance for C~l ty 8ervlcea Act. Purt.ber 

action ia n_ded, however, to pn.lcle more COIIIpl'ebaul ve 

refor. that will proYlde St.atea the t.oola an4 flexibility 

to 4e11Yer .oclal ael'Yioea to tboae in need without cuMber­

aome Federal regulatloa. I ava1A urv• the Oon9r .. a to act 

p~ly to vlve -r propoaal a full and favorable bearlav. 

, 
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DRAFT SIGNING STATEMENT ON H.R. 12455 

I have today signed into law H.R. 12455, the day care 

staffing standards bill, despite serious reservations over 

certain features of this bill. 

I have signed H.R. 12455 because it embodies a major 

compromise on the key issue which led to my veto of H.R. 9803, 

the predecessor version of this bill, and because this bill 

incorporates several concepts from my proposed Financial 

Assistance for Community Services Act. 

this bill postpones for the third time--until 

October 1, 1977--imposition of the costly and controversial 

Federal Interagency Day Care Requirements (FIDCR) staffing 

ratios for day care services funded under title XX of the 

Social Security Act. H.R. 9803 would have imposed these 

standards effective July 1 of this year. Had that bill 

become law, it would have brought about an unwarranted 

Federal preemption of State and local responsibility to 

ensure quality day care services and would have vastly 

increased the cost--but not the quantity--of these services. 

While I am deeply disappointed that the Congress has 

not/ in this bill, completely eliminated the FIDCR standards 

as would my proposed Financial Assistance for Community 

Services Act, this further suspension of the standards is 

a positive step. Pending congressional action on my proposal and 
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pending the outcome of a major HEW study of the appropriateness 

of Federal standards in this area, enactment of H.R. 12455 

will permit the States to operate day care programs for 

another year free of onerous and costly Federal intrusion. 
~ 

$econd, this bill embodies a major concession to another 

central element of my Financial Assistance for Community 

Services proposal under which the States would no longer 

be required to match their share of the $2.5 billion in 

Federal title XX social services funds with State and local 

tax dollars. Under this bill, as much as $240 million in 

new title XX funds would be distributed among the States on 

a match-free basis if States choose to spend that amount 

for day care services and employment incentive grants. I 

am hopeful that this tentative step indicates that the Congress 

is willing to seriously consider the elimination of the 

matching requirement for all Federal services funds under 

title XX and I urge that it do so quickly. 

' 
It is unfortunate that this bill would, for the first 

time under title XX, designate certain amounts of money for 

specified purposes. This is the antithesis of the spirit and 

intent of title XX which permits States to determine their own 

priorities for use of their share of Federal services funds. 

However, the Congress has, in this bill, at least acknowledged 

this fundamental title XX concept by permitting States to 

disregard the earmarking of the new funds for day care 

by simply substituting any new funds received under this bill 

tor an equal.amount of Federal or State funds already 

committed to day care. This would free such committed funds 

for any social service program the State may wish to provide. 



3 

Third, this bill adopts elements of yet another concept 

embodied in my Financial Assistance for Community Services 

proposal by permitting States, at their option, to provide 

title XX services on a group eligibility basis. Generally 

speaking, States may do so for any service other than non­

migrant day care when they are confident that "substantially 

all" of those to be served have incomes of less than 90 per­

cent of the State's median income. 

This provision will make it possible for States to eliminate 

costly administrative trappings for many service programs, 

thereby freeing more Federal and State funds for the delivery 

of services. It will also make it easier for individuals and 

families to obtain services. Many individuals, particularly 

senior citizens, have found the individual eligibility 

determination process to be a barrier to seeking help from 

the social service system. 

While this bill does not, as would my proposal, strengthen 

title XX audit and public accountability processes to help deter 

abuses of the group eligibility concept, I am confident that 

the States will exercise this option with great care to ensure 

that those abl.e to obtain services through their own financial means 

will not consume services intended for those least able to help 

themselves. 

Fourth, enactment of this bill will enhance Federal and 

State efforts to carry out a high priority of my Administration 

by making family planning services funded under title XX available 

to any individual who seeks such services regardless of his 

or her income level. 

, 
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While I am gratified that the Congress, in this bill, 

has moved at least part way toward accepting many of the 

concepts embodied in my proposed Financial Assistance for 

Community Services Act, there is much yet to be done to help 

the States improve their delivery of social services funded 

under title XX. I strongly urge the Congress to act as 

quickly as possible to give this proposal a full and favorable 

hearing. 

' 



STATEMENT BY THE PRESIDENT 

I have today signed into law H.R. 12455, a bill 

concerning child day care staffing standards and 

social services supported with Federal financial 

assistance. 

Earlier this year, I vetoed the predecessor version 

of this bill, H.R. 9803, and the Congress sustained my 

veto. I have signed H.R. 12455 because it embodies a 

major compromise on a key issue which led to that veto 

the imposition on States and localities of costly and 

controversial Federal staffing requirements for child 

day care services funded under Title XX of the Social 

Security Act. 

H.R. 9803 would have imposed these standards effec­

tive July 1 of this year. Had that bill become law, it 

would have brought about an unwarranted Federal preemp­

tion of State and local responsibility to ensure quality 

day care services. 

H.R. 12455, by postponing the Federal standards 

until October 1, 1977, will enable the States to operate 

day care programs for more than another year free of 

onerous and costly Federal intrusion, while HEW completes 

a required major study and report with recommendations on 

the day care standards. In addition, the Congress will 

have the opportunity to act on my proposed "Financial 

Assistance for Community Services Act," submitted to the 

Congress last February to reform the Title XX social 

services program. 

My proposal would provide the States with the oppor­

tunity to administer the Title XX program with the necessary 

flexibility to meet their most pressing needs as they 

themselves determine those needs. It would simplify 

program operations and remove many of the burdensome and 
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restrictive Federal requirements so that social services 

can be provided in the most efficient and effective manner, 

and can be most responsive to the needs of our citizens. 

As part of this overall approach, it would require the 

States to adopt and enforce their own standards for 

federally-assisted child day care. 

While I am disappointed that the Congress has not, in 

H.R. 12455, clearly placed this responsibility and authority 

in the States, the bill's lengthy suspension of the standards 

is a positive step toward this objective. 

H.R. 12455 does adopt a concept contained in my 

Financial Assistance to Community Services proposal by 

permitting States to provide Title XX services on a "group 

eligibility" basis, except for most child day care services. 

Under this bill, States will not have to require that senior 

citizens and other persons who need and depend on social 

services programs be subjected to individual income and 

assets tests in order to determine whether they can parti­

cipate in these programs. Such persons will be eligible 

as members of groups, when the States can reasonably assume 

that substantially all those to be served have incomes less 

than 90% of the State's median income. 

This provision will make it possible for older persons 

and families who obviously qualify for federally-assisted 

services to obtain those services without a demeaning 

scrutiny of their personal affairs. It will also eliminate 

unnecessary and costly administrative trappings for many 

service programs, thereby freeing more Federal and State 

funds for the actual delivery of services. 

H.R. 12455 embodies, in part, still another central 

element of my Financial Assistance for Community Services 

proposal: that States should no longer be required to 

match their share of the Federal Title XX social service 

' 
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funds with State and local tax dollars. Under this bill, 

as much as $200 million in new Title XX funds would be 

distributed in fiscal year 1977 without a requirement for 

State matching, if States choose to spend that amount for 

child day care services. I am hopeful that this tentative 

step indicates the willingness of the Congress to consider 

seriously the elimination of the matching requirement for 

· all Federal social services funds under Title XX. 

I do have serious reservations about the amount of 

additional Federal funding provided in H.R. 12455, although 

it is less than the amount in the bill I earlier vetoed. 

It is also unfortunate that this bill, for the first time 

under Title XX, designates levels of funding for specified 

purposes. This is the antithesis of the spirit and intent 

of Title XX which permits States the maximum flexibility to 

determine their own priorities in using their share of 

Federal social services funds. I am also concerned that the 

child care provisions of this bill have not been adequately 

coordinated with child care provisions in the pending tax 

reform bill. 

Much remains to be done to help the States improve 

their delivery of social services funded under Title XX. 

I am gratified that the Congress, in this bill, has moved 

in some measure toward accepting concepts in my proposed 

financial Assistance for Community Services Act. Further 

action is needed, however, to provide more comprehensive 

reform that will provide States the tools and flexibility 

to deliver social services to those in need without cumber­

some Federal regulation. I again urge the Congress to act 

promptly to give my proposal a full and favorable hearing. 

' 
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94TH CoNGRESS } 

Bd Session 
SENATE { REPORT 

No. 94-857 

CHILD CARE AND SOCIAL SERVICES PROGRAMS 

MAY 13, 1976.-0rdered to 'be printed 

Mr. LoNG, from the Committee on Finance, 
submitted the following 

REPORT 
[To accompany H.R. 12455] 

The Committee on Finance, to which was referred the bill (H.R. 
12455) to extend from April1 to October 1, 1976, the maximum period 
during which recipients of services on September 30, 1975, under titles 
IV -A and VI of the Social Security Act, may continue to receive serv­
ices under title XX of that Act without individual determinations, 
having considered the same, reports favorably thereon with an amend­
ment 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 March 16, 
1976 contained a single section providing temporary relief (throu~h 
September 30, 1976) from a requirement of existing law which, m 
effoot, mandates that social services be provided by the States only to 
persons who have been individually determined to have incomes 
which are below specified limits. The Committee amendment substi­
tutes for this House provision a permanent change in the law g:iving 
States complete flexibility in detel'IJllining social services eligl'bility 
and adds a provision suspending certain child care standards and pro­
viding additional child care funding. 

Eligibility fm' soeial serviees.-The Committee amendment would 
eliminate from the social services law requirements that Federal 
funding under that program be limited to individuals with incomes 
below specified amounts and that 50 percent of Federal funding 
be us~d for welfare recipients. The effect of the amendment would 
be to allow States to determine what income or other eligibility condi­
tions thev wish to establish for participation in social services pro­
grams and how those conditions are to be enforced. The Committee 
amendment is a substitute for the House-passed provision which would 

ti7-010 
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have continued until October 1, 1976 a Department of Health, Educa­
tion, and Welfare policy of not enforcing in certain cases the present 
statutory requirement that services be provided only to individuals 
whose incomes have been determined to be within specified limits. 

Child care services.-The Committee amendment to H.R. 12455 also 
suspends Federal staffing standards for child care for pre-school chil­
dren until October 1, 1977, provides $375 million in additional child 
care Federal funding between now and October 1, 1977, and provides 
incentives for the employment of welfare recipients in child care jobs. 

The Social Services Amendments of 1974 established minimum Fed­
eral staffing standards for child care fundedunder the Social Security 
Act effective October 1, 1975. Subsequent legislation suspended the ap­
plication of these Federal standards as they apply to children between 
6 weeks and 6 years of age to February 1, 1976. The Committee 
amendment reinstitutes that suspension effective retroactive to 
February 1 and continuing until October 1, 1977; by that time the 
Department of Health, Education, and Welfare is expected to have 
completed its ongoing .study to determine what standards are most 
appropriate. 

To assist States in the effort to upgrade child care standards, the 
Committee amendment also provides for new social services funding 
at a rate of $250 million per year until October 1, 1977. ($125 million 
is provided through September 30, 1976, and $250 million is provided 
for fiscal year 1977.) Special I?rovisions are included to permit these 
funds to be used (in combinatiOn with tax credit provisions) to pro­
vide full Federal funding for the cost of employing welfare recipients 
in child care jobs (up to $5,000 per employee per year). 

The Committee amendment also waives Federal staffing standards 
for child care in the case of facilities serving only a few Federally 
funded children and allows family day care mothers to not count their 
school•age children in determining the maximum number of children 
they may care for. In addition, certain social services provisions 
relating to the treatment of drug addicts and alcoholics, which had 
previously been enacted on a temporary basis, are made permanent 
under the Committee amendment. 

II. GENERAL ExPLANATION OF THE BILL 

NEED FOR LEGISLATION 

Eligibility for services.-Under the social services programs as they 
existed prior to the 197 4 amendments, States sometimes provided 
certain services to members of groups without requiring an individual 
determination of eligibility. For example, services provided through a 
senior citizen center would be made available to all elderly persons 
without any requirement that the individual demonstrate that he was 
a welfare recipient or that his income was below a certain level. Sim­
ilarly, a family planning clinic might be established to serve all resi­
dents of a low-income neighborhood, and the services would be pro­
vided without individual income determinations. This approach to 
eligibility determination was made impermissible by the enactment 
of the 1974 amendments which restructured the Social Services pro­
gram under a new title XX of the Social Security Act. 
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Title XX ~pec~fically requires that. se~vi?es be _provid~d only 
to persons with mcomes below certam hmits. This reqmrement 
can ~e complied with o!llY if t~e. incom~ of those served is, in fact, de­
termmed. The regulatiOns origmally Issued by the Department of 
I:Iealth,_~Education, and Welfar~, therefore, required that when the 
title Xx program became effective on October 1, 1975, States would 
have to determine the income eligibility of each recipient. Because of 
objections raised by various groups and particularly by the aged, the 
Department subsequently modified this regulation to permit States 
w~ich had been making group eligibility determinations in the quarter 
prwr to the October 1, 1975 effective date to defer coming into 
compliance with the law until March 31, 1976. In February 1976 the 
Depa~tment aga~n modi~ed this regulation to permit States which had 
come mto compliance with the new law to revert to noncompliance if 
they had used group eligibility determinations in any of the three 
quarters preceding October 1, 1975. Again, the Department specified 
that it would permit noncompliance only through March $1, 1976. On 
April 2 the Department issued additional regulations to permit States 
to esta~lish 1!-nY. ~.ethod or metho.ds, including a declaration method, to 
determme ehgibihty and to use different methods for different services .• 
categories, or geographical areas. · · 
~he Committ~e recognizes that the Departll}ent's issuance of this 

sel'l~ of regula~wns has been th~ ;result of concern that overly rigid 
reqmrements might damage _legitimate and use'ful State programs. 
The Committee believes, however, that these regulations may well 
~e onl;v the first of many .regulations which the Department will 
!ssue m ord~r ~o deal . W:It~. the very complex issues involved 
m th. e dete~mmatwn of ehg~bihty for the large variety of State pro­
grams wh1ch now exist. The Committee believes that the States 
should not be subjected to continuing concern about the nature of 
future Federal regulations, but should be able to develop their social 
se~vices llrograms to meet their own individual State needs. The Com..: 
mittee bill thus gives States complete flexibility to determine who 
would be eligible for services and whether fees would be c:Q.arged. 

The amount of Federal funding available to the States under the 
social services program is subject to a statutory limit which has al­
most been reached (for fiscal year 1977 it is estimated that 96 percent 
of_ the limit will be used). T_he funding is thus already largely com­
mitted by the States to particular programs. The social services law 
will COJ?-tinue, ~md~r the Com~ittee a~endm~nt, to require that States 
use the1r fundmg m accord with _:ooCial semcef! plans, which are de­
veloped through a :procedure wh1ch assures broad public awareness 
of the types of serviCes to be provided and the categories of persons 
to be served. The Committee believes, therefore, that there is no reason 
to anticipate that the amendment will affect in any significant way the 
purposes for which social services funds are used. 

The Committee does believe that the amendment will relieve the 
States of burdensome administrative requirements which necessarily 
result from the establishment of specific Federal eligibility require­
ments in a State-administered program. As long as there are such 
Federal requirements, the Dei?artment of Health, Education, and 
Welfare would have an obligatiOn to assure that they are being com­
plied with and would be properly subject to criticism if it did not 
carry out that obligation. The Committee cannot agree that the 
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proper solution is the retention of Federal requirements coupled with 
intentionally lax enforcement thereof. 

Under the Committee amendment, the States will be able to estab~ 
lish such income limitations as they may believe appropriate in the 
light of the types of services involved, the categories of intended 
recipients, and the amount of Federal and State funding. available 
for the program. In many instances States will wish to J?rovide income 
eligibility requirements which may even be more restrictive than the 
Federal standards now in law. In other instances, however, States may 
find that income eligibility requirements are inconsistent with the ob­
jectives of the services being provided. Some States, for example, 
may wish to provide certain services for mentally retarded children, 
or for elderly or disabled individualsi without requiring them to meet 
specific ineome limits. This bill wou d enable them to develop their 
own criteria for eligibility. The bill also would remove the require­
ment in present law that 50 percent of the Federal funds be spent for 
services to specified categories of individuals, and would allow States 
to serve those individuals and groups which they consider most in 
need of services, unhampered by arbitrary Federal restrictions and 
limitations. The Committee bill retains the 25 percent State matching 
requirement and the overall limit on Federal funding which are in 
presen.t law, thereby providing a continuing incentive to the States 
for effective and efficient use of social services funds. 

The Committee believes that this approach, rather than the six­
month extension of regulations allowmg group eligibility under 
limited circumstances as provided in the Rouse bill, will enable the 
States to develop their long-term plans for social services programs 
on a rational basis. 

Ohild a(Jfl'e standarvls.-The Social Services Amendments of 1974 
(Public Law 93-647) reguire that certain Federal standards be met 
where child care is provided outside the child's home in order to qualify 
for Federal funds under the social services program (title XX of the 
Social Security Act). Generally, title XX sets as these standards the 
Federal Interagency Day Care Requirements promulgated in 1968 by 
the Department of Health, Education, and Welfare. The Federal Inter­
agency Day Care Requirements limit the number of children per staff 
member, impose safety and sanitation standards, set general require­
ments for the suitability of physical facilities, and have provisions 
relating to a number of other matters. While 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 stand~ 
ards be met by October 1, 1975. However, as that date drew near, it be~ 
came clear that a significant number of providers in many States would 
not be able to meet the requirements. Responding to the. concern that 
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 Public Law 94-120, which provided that no 
penalties for noncompliance could be imposed prior to February 1, 
1976. The postponement applied only to staffing requirements for care 
provided for children between the ages of 6 weeks and 6 years in day 
care centers and group day care homes. During the period of post-
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ponement sta~g levels in centers and group homes could be no lower 
t~an was reqmred by current State law, any subsequent modifica­
tions of State law, or the staffing levels actually in effect in each child 
car~ program aS of September 15, 1975. . 
. Smce t~e e~actment of Public Law 94-120, Congress passed addi· 
bonalle~slatwn, H.R. 9803, which would have ( 1) postponed further 
the e~ective da~e of the pr~:school sta~g ,req~urements until July 1, 
1976, (2) proVIded an additional $125 mllhon m Federal funding for 
child care throug:q. September ~0, 1976; (3) permitted the States to 
~ake gran;ts to child care. providers for the hiring of welfare recip­
Ients; ( 4) mcreased the Federal matching rate for child care expendi· 
tures. from 75% to ~0% (applicable only to the additional $125 million 
prov:tded by. the bill) ; and ( 5) extended the welfare recipient tax 
credit pr~:m~IOn for child care jobs from July 1, 1976 until October 1 
1976. This bill was vetoed by the President and the veto was sustained 
by the Senate. 
. I~ vetoing H.R. 980~, the President indicated that the major ob­
]e{)tion he had to the blll ~as based on his view that it represented 
an endorsemer;t of the specific Federal staffing standards which had 
been enacted m.1974. In the current bill, therefore, the Committee 
recommends that the most controversial of those standards~those 
related to staffing levels for pre-school children-be suspended until 
~he Department of Healt~, Education, and Welfare has completed 
Its study o! the appr<:priateness of Federal staffing requirements. 
The Committee. reeogmzes1 howev~r, that many States have under~ 
taken ,to come mto comphance w1th the standards which were en­
acted m 1974 and have experienced considerable additional expendi­
tures as a result. Moreoyer:, States will still be required to meet many 
.Feder!l-1 standards relatmg to ma~ters other t~an staffing, and it is ap~ 
propr1ate to encourage States to Improve their staffing ratios even in 
the absence of a Federal mandate to do so. For these reasons the 
Co~mitte~ bill aga!n inc_ludes a significant increment to the cu;rent 
somal serv1ces fundmg With a view toward meeting increases in child 
care costs needed to meet the Federal standards which remain ef· 
fective and to. improve child care. programs generally. · · 

The followmg letter was received by the Committee from the De­
pa~tme~t of Health, Education, and Welfare concerning the•need for 
legtslatwn to suspend the staffing requirements. · . · 

THE SECRETARY OF HEALTH, EDUCATION, AND WELFA'RE 

H 
Washington, D.O., May 7, l976. 

on. RussBLL B. LoNG, · 
Chairman, Committee on Finance, U.S. Senate, W asltingto-n, D.O. 
D~AR ~fR. CHAIRMAN: Now that the Congress has sustained the 

r:res~d~nt s veto of H.R. 9803, the child day care stafftng standards 
b1ll, It IS ur~ntly n?Cessary for the Congress to act to extend further 
the moraton?m on !mplementation of those sta;ndards. Otherwise, if 
current law IS left mtact, many day care providers and most of the 
States may lose Federal re~m.bursenient. 

As you. know, t:q.e four~m,onth moratorium on these standards en­
aeted last October Ill; )?.L. 94-120 expired on February 1 of this year. 
Thus day care proVIders and the States have been liable since that 
date for loss of Federal reimbursement for any day care supported 
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under title XX of the Social Security Act which has not been pro. 
vjded in strict conformity with the Federal requirements. The lan­
guage of title XX is explicit on this issue in requiring the Department 
to deny reimbursement for any non-compliant day care services unless 
the Congress once again suspends these controversial standards. 

As the President noted in his April 6 veto message on H.R. 9803, 
the Administration has urged the Congress to convert title XX into 
a block grant program, under which the States would be given far 
greater flexibility-and responsibility-than they now have to fashion 
their social serVIces programs in ways they believe will best meet the 
needs of their citizens. A central element in that proposal is the dele­
tion of burdenSome Federal restrictions on the States' use of the $2.5 
billion provided annually under title XX, including the rigid and 
costly Federal day care staffing standards that were at issue in H.R. 
9803. Under the Administration's block grant proposal, day care 
staffing standards would be set and enforced by the States themselves, 
a right-and responsibility-most properly vested in the States just 
as is the responsibility to set and enforce teacher-pupil ratios in public 
schools. 

Pending Congressional action on this proposal, we urge that the day 
care staffing standards moratorium of P.L. 94-120 be reinstated, 
retroactive to February 1, 1976 and prospective to October 1, 1976. 
This action would relieve day care providers and the States of the 
danger of losing Federal support for day care services and would ~ve 
the Congress ample time to act on the Administration's title XX btock 
grant proposal to resolve this unfortunate impasse once and for all. 

Cordially, 
DAVID MATHEWs, Seeretary. 

'T'he staffing requirements which are in law and which went into 
efl'nct when the suspension expired on February 1 are shown in table 1. 

Table 2 shows the staffing requirements imposed by State law in the 
various States for child care centers generally as of October 1975 and 
table 3 shows State estimates of increased child care costs assuming 
full compliance with the standards enacted in 1974. Table 3 also 
shows States' estimates of the potential for employing welfare re­
cipients in child care jobs. 

Social services funds available to the States under present law and 
the additional amounts which would be made available in fiscal year 
1977 by the committee bill are shown in table 4. 

TABLE I.-cHILD CARE CENTER STAFFING REQUIREMENTS UNDER LAW AND HEW REGULATION 

Age of child 

Under 6 weeks--···--------··--·-··-----· 
6 weeks to 3 yr ----·-------··-·-··--------

i l~: ~~::::::::::::::::::::::::::::::::: 
6 to 9 yr_. -------- ____ --·· ---· ---- ---·--· 10 to 14 YL-------------·----------------

Maximum 
number of 

children 
per staff 
member 

1 Required by reaulation. 
4 Required by regulation. 
5 Required by law. 
7 Required by law. 
1~l Maximum number allowed by law (though Secretary of 
201 HEW may lower tile m.aximum number of thildren 

per staff member, thus intreasfng tile staff required\ 

7 

TABLE 2.- CHILD CARE CENTERS: MINIMUM STAFFING REQUIREMENTS, BY AGE OF CHI LOREN, UNDER STATE 
LICENSING REGULATIONS 

Maximum number of children per staff member I if age of chlldr011 is-

Under 2 2 to 3 3to4 4to 5 5to6 School age 

Alabama ______ • ___ .---_ 5 I 5 
Alaska. _______________ 5 5 
Arizona _____ ._---- _____ •8 10 
Arkansas _____ --- ______ • 6 ~ 6 
California •• ____ •• _. ____ '4 12 Colorado ____________ • __ 1 5 • 7 
Connecticut__-·-------- 4 4 
Delaware 1•----- _ ·- __ --- II 5 us 
District of Columbia._. __ 14 4 l• 4 
Florida"--------------- tSG 12 

~:::It-_-_-:::::::::::: 117 10 
'"X 10 

Idaho ______ ---- ____ --· 216 "8 
Illinois _______ ----- __ --- 6 8 
Indiana _______ ---- ____ - 2<4 5 Iowa _____ • ____________ 4 6 
Kansas ____ -----------. "3 H5 
Kentucky_. _____ ------- 6 8 
louisiana,. ____ -------- "6 12 
Maine 12 ____ ----- _______ "X 118 
Maryland ------------- ~>Ns 6 
Massachuseth-- _____ - -- sqo •'10 
Michigan _________ ------ "X 1>10 
Minnesota _________ ---- 4<>4 <14 
Mississippi_ _____ ------- NS NS Missouri _______________ "X 5 
Montana_------- ___ ·--· NS NS Nebraska ____ • _______ -- 4 5 Nevada _______________ • 424 438 
New Hampshire _________ 4 .. 4 
New Jersey _____________ sox t7 NS New Mexico ____________ 10 10 New York ______________ "4 5 North Carolina __________ 108 1012 North Dakota ___________ 4 4 Ohio ________ . ______ ---- us 10 
Oklahoma,. ___ --------- H4 8 
Oregon ____ ------------ "4 10 
Pennsylvania __ .----.--- "X •• X Rhode Island ___________ "X •• X 
South Carolina ____ .----- 6 8 South Dakota ___________ 1"11 4 
Tennessee __________ --- II 5 8 
Texas _________ --·_----- 114 8 Utah ___________ .·- __ --- ''X 10 
Vermont_ _____ --------- 4 5 Virginia _____________ -·. 3 10 
Washington ______ -----·. 115 •67 
W~st Virginia_---------- 4 8 
W1scons1n _______ ·-·- ___ 103 076 
Wyoming _____ --··-·-·-· 5 8 

1 5 if 2 to 2}1; 10 if 2}1 to 3. 
• 22 il6 to 8; 25 if 8 and over. 
• 8 if 0 to 15 mo; 10 if 15 mo to 2 yr. 
• In infant -toddler centers. 
'6 in infant-toddler centers; 12 if 2}1 to 3 in other centers_ 
• In infant centers. 

10 
10 
15 
12 
12 
10 
• 5 
15 
8 

15 
15 
15 
10 
10 
10 
8 

10 
10 
14 
10 
10 

.. 10 
10 
10 
NS 
10 
NS 

7 
•• 10 

10 
"NS 

10 
5 

iO 15 
10 
15 
12 
10 
8 

10 
10 
5 

10 
12 
15 
10 
10 
10 
10 
10 
10 

' If 6 weeks to 8 mo in infant center; or if 12 mo to 3 yr in toddler tenter. 
'7 if all2-yr-olds in toddler center; 8 if 2~ to 3 in large or small center. 
• Recommended FIDCR child/staff ratios. 

20 
10 
20 
15 
12 
12 
• 7 
20 
10 
20 
18 
20 
10 

21 10 
12 
12 

2'110 
12 
16 
15 
10 

.. 10 
12 
10 
NS 
10 
NS 

7 
.. 10 

15 
11 NS 
43 15 

7 
!0 20 

10 
15 
15 
10 
10 
15 
14 
7 

15 
15 
15 
10 
10 
10 
12 
12 
15 

1o If under title XX funding; 15, if 6 to 10 yr of age; 20 if 10 to 14 yr of age (FIDCR ratios). 
u 5 if 0 to l; 8 if Ito 2. 

20 '22 
10 10 
25 25 
18 NS 
12 12 
15 15 

• 7 li!O 
20 25 
15 15 
25 25 
20 I. 25 
25 25 
10 NS 
25 25 
15 20 
15 15 

21}0 16 
15 28 15 
20 25 
15 15 
13 NS 
15 Ill 15 
20 NS 
10 15 
NS :to X 
15 15 
NS NS 

7 12 
.. 10 ll3 

18 20 
<7 NS 20 X 
4315 15 

7 10 
"'25 60 25 

12 II }2 
20 20 
15 20 
10 1410 
10 13 
25 NS 
15 15 
7 II 15 

25 60 30 
18 M 20 
20 .. 20 
12 12 
10 10 
10 10 
15 16 
16 ... 16 
20 25 

12 8 if 2 to 2}1; 15 if 2}1 to 3. 
n1n Delaware1 centers receiving federal funds have the following mandated ratios: Under 2:5,2 to 3:5; 3 to 4:5; 4 to 

5:7; 5 to 6:7; scnool age: 10. 
a Pending issue of new infant center regulations. 
u 4 if 2 to 2}1; 81f 2,\1 to 3. . 
1a 6 if under 1 yr; 8 if 1 to 2. 
lT Mandated ratio for handicapped children: Under 2:4; 2 to 3: 6; 3to 4: 8; 4 to 5: 10; 5 to 6: 14; school age: 14. 
11 7 if 0 to 18 mo; 10 if 18 mo to 2 yr. 
1t 25 if 7 and over; 6 to 7 not specified_ . 
.., Children in this age group generally not accepted. 
11 6if0to 18 mo; 81f 18 mo to 2 yr. 
:12 8 if 2 to 2}1; 10 if 2}1 to 3_ 
" 10 if lull-day; 20 if half-day. 
~ L 
" 4 mo only; 5 if walking-2 yr. 
• 5 If walking-2}1j 3. 
!7 10 if full-day; 12 If part· ay. 
"15 if 6 to 8; 20 II 8 and over. 
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sg 6 if nonwalking; 8 if toddlers. 

• 
10

1C1 enters serving 10 children with no more than 2 children under 2 yr of age have mandated child/staWratio o!f!O to 1 
1n a age categories. · • 

., 8 if 2J,i to 3 yr. 
12 In M~ine, separate before and after shcool programs have 10 to 1 ratio in school age• category 
13 Admitted only upon approval of local health officer · • • 
" Admitted only upon prior approval. ' 
,.10 in care over 3 hr; 12. in care 3 hr or less 
•10 in care over 3 hr; 13 in care 3 llr or less" 
1115 !n care oyer 3 hr; 25 in care 3 hr or less: 
"15 1f 6 to 7 10 care over 3 hr; 25 if 6 to 7 in care 3 hr or less 
"!OH ; • 
.o 4 if 6 to 16 mo; 7 if 16 mo to 2 yr 
"7 if 2 1 mo; 10 if 31 mo to 3 yr. • 
"4 !f ~weeks to 9 mo; 6 if 9 to 18 mo; 8 if 18 mo to 2 yr. 
"8m Infant-toddler center; 10 for lst 20 children; 15 for excess over 20 
" 10 for 1st 20 children; 15 for excess over 20. · 
" 3 or 10 percant over licensed capacity, whichever is greater if before or after school(care 
"'4.8 if maximum of 24 children under~ yr of age in care ' • 
" 2 adults far any total group. • 
" 20 if in care 3 hr or less. 
"4 if under 18 mo; 511 over 18 mo. 
.. If 30 or more in care; 10 if less than 30. 
" If 4 to 7 yr. 
II 8 if 0 to 18 mo; 10 if 18 mo to 2 yr 
13 Recommended ratios. ' 
"4 if 0 to 10 mo in cribs; 6 if 10 mo to 2 yr. 
" If 6 weeks to 30 mo. 
"11.6 yr; 15 if ove~ 6 yr. 
.111111 0 to 6 ma; 3 1f 6 to 18 mo; 4 if 18 mo to 2 yr 
18 1~ if 6 to 10 yr; 20 if 10 to 14. · 
"5 11 6 weeks to 1 yr; 6 if 1 to 2. 
.. lf6to7. 
•• 4 if 0 to 18 mo; 6 if 18 mo to 2 yr 
12 20 if 6 to 8; 25 if 8 or over. • 
1320 if6; 25 il7 to 15. 
"5 if 1 mo to 1 yr; 7 if l to 2. 
"7 if 2 to 2~; 10 if 2~ to 3. 
to 3 if 0 to 1; 4ifl to 3. 
• , 6 if 2 to2~; 8if 2}1;to 3. · 

Note: NS indicates "not specified." 

Source: Department of Health, Education, and Welfare. Current as of Oct. 21 1975. 

TABLE 3.-8TATE ESTIMATES OF INCREASE IN COST AND STAFFING FOR CHILO[CARE 
FROM FISCAL 197~ TO FISCAL 1976 

Increased 
I ncr eased staffing 

title XX For For non-
costs title XX title XX 

(millions) cllildren children 

Potential 
employment 

of welfare 
recipients 
as percent 

of added 
staffing 

TotaL __ •••• ______ • ____ -----•••••• __ .•• ____ •• 
$206. 3 --- ---·-----. --·· ·-·· ··-·---·-··-·--··- ·--

0.6 122 (1) ~6 1. 4 150 (1) 
2.6 548 (') 2()..25 
0 0 0 ~ 20.7 0 0 
2.4 400 200 ('~ 
~~~ 0 0 

~~ 99 (') 
.4 56 81 

12.1 766 1, {)36 ~ 3.8 600 
1,sW .4 60 20 

1.1 (') ob) w 23.5 700 107, 0 
1.4 215 (') (') 
2.0 167 ('~ ~'l 1.5 202 30 
1.2 400 800 ~~ 2.6 509 437 
.1 0 0 ~~) 0 0 0 

5.3 600 0 ~~6 
7.0. 959 0 r20 

11.0 l, 760 1,580 20 
1.0 0 0 (l~ 2.5 1,246 ~·> .9 1,000 1) 7-10 .a 155 ~·> 100 
.1 tl60 110 ~6 .2 40 50 

;._i_~~:~~!-·:_·-lll~:!·~====·!~~-~~-~~!:~-----::--:---------------
District of Columbia. ---·----------·------······-·· 

~r~~r==========~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ - --........... __ --.. .,._ .. _ -----............... -- _____ ,.._., __ ..... .. 

See footnotes at"end of table. 

.. 

9 

TABLE 3.-8TATE ESTIMATES OF INCREASE IN COST AND STAFFING FOR CHILO CARE 
FROM FISCAL 197.5 TO FISCAL 1976-Continued 

Increased staffing 
Increased ---------­

~=: '/:~Tlo·_·_:::::::::::::::::::::::::::::::::::::: 
New York'··---··-·-·------···----·····--·---··---­
North Carolina .•••••• ---------·---- •• -·--------····· 
North Dakota •..• __ ••• ··-----··-----·······--·------
Ohio •••• _ ••• _. __ .............. --------••••••• -----· 
Oklahoma ••••••• __ •• ___ ••••.•••••• _____ .----••••••• 

&~i~~n~~::::::::::::::::::::::::::::::::::::::: 
South Carolina ••••. --·-·-··._ •• __ ------ ... ·--·------
South Dakota ...................................... . 
Tennessee •••••. -----.---·-·---------·----·-···-·--
Texas ............... ---- ...... -----------·-··-·----
Utah •••.•••.•.•..... ·---.----.----.--·--- ....... ---

~f:gr~~:::::::::::::::::::::::::::::::::::::::::::: 

!r!~~i'~!~:::::::::::::: ::::::::::::::::::::::::: 
Wyoming ........... -----·----·-----·-·-----·-··----

Iitle XX 
costs 

(millions) 

3.7 
2. 2 

12.0 
9. 8 
~ 

21'-:l 
.2 

8.2 
.9 

2.4 
.6 

1. 7 
16.2 
1.4 
.8 

7.8 
• 4. 7 

2.0 
2.6 
.6 

' Included in estimates for columns 1 and 2.. Unable to shaw separately. 
• Unable to estimate. 
• Not applicable since State estimates no additional stalling needs. 
• Additional employees already hired • 
• Unable to estimate on a man-year basis; repnesents number of staff. 
o Estimates cover urban counties only. 

For For non· 
title XX title XX 
children cllildren 

92 10 
96 0 

300 0 
1,800 400 

0 0 
0 0 

1, 02ij 2, 366 
0 

235 171 
46 '138 

308 0 
650 150 
200 1,5~1 1, 720 
199 739 
428 1,~ 436 

1,300 ~ 216 
234 750 

() 0 

Potential 
employment 

of welfare 
recipients 

as percent 
of added 

staffing 

100 
50 
67 

60-70 
(l) 

~1 
~ 
<•6 25-5 
23 

5-8 
2()..30 

70 
75 
50 

~ 80-1 
50-100 

75 

1 Less than $50,000. 
• Unable to estimate. No increased stalling but some increased cost to meet other standards and/or monitoring and 

reporting requiremenl'l of title XX. 
• Unable to estimate numbers; cost estimated at $1,900,000. 
to Includes a need for 6,000 new family day care homes. 

Source: Committee:Stalf survey of Gavarnors. 

TABLE 4.-FEDERAL FUNDING AlLOCATIONS FOR SOCIAL SERVICES 
(In thousands} 

Social 
services 

allocation far 
.flscal~r 

!971 

Full year 
additional 
child care 
allocation 

under 
. H.tt 12455 

Total.............. $2,500,000 $250,000 
----------~------

AiabamB-------·-·-·-··· 42,300 4, 2
39

30
8 Alaska.................. 3, 975 

Arizona ••••••••••••••• ,.. 25,450 2, 545 
Arkansas-~----------··-- 24,375 2, 438 
California................ 247,250 24,'725 
Colorado................. 29,525 2, 952 
Connecticut.............. 36,525 3,652 
Delaware._------·-·--·-- 6, 775 · 678 
District of Columbia....... 8, 550 . 855. 
Florldi.................. 95,.675 9, 568 
Georgia.................. 57,725 . 5, 772 
Hawaii................... 10,025 · 1, 002 
Idaho................... 9,.450 945 
llli~~t·ls.................. 131, &50 13,165 
Indiana •••••••••••• ,..... 63,025 6, 302 
Iowa.................... 33,775 3, 378 
Kansas.................. '26,850 2..685 
Ken~cky................ 39,700 3, 970 
Lou1s1ana •••.•••••••••• c. 44,525 4, 452 
Maine................... 12,375 1, 238 
Maryland................ 48,425 4, 842 
Massachusetts............ 68,600 6, 860 
Miclligan •••••••••••••• c:. ·i07, 575 10,758 
M!n'!esota,.............. 46,325 4,632 
M1ss1ssipp1............... 27,475 2, 748 

~i.sscurL ___ .•••••••••••• 
Montana •••.••••• · •••••••• 
Nebraska •••••• --· ••••••• 
Ne¥llda •••••••••••••••••• 
New Hampshire •••••••••• 
New Jel}lly •••••••••••••• 

Harth Dakota.:.:::::::::: 
Ohio ................... . 
Oklahoma ••••••••••• ~ •••• 
Oregon ........... ~ ..... . 
Penmylvanla ••••• "····;·­
Rhodo,lsland ••••••••••••• 
South Carolina ••••••.•.•. 
South Dakota ••••••••••••• 
Tennessee ••••••••• -----_ 
Texas •• __ •••• ··-····--·­
Utah._ •••.•••••• -~-----. 
V~rf!l~nL .••••••• --.----

n _____________ _ 

nia ............ . 
Wisconsin •• ~--------····-
Wyomi.ng ••• ----··--·-·--

Social 
services 

allocation far 
fiscal year 

1977 

$56,500 
8,700 

18,250 
6,775 
9,550 

86,700 
13,275 

214,200 
63,425 

7 525 
12~975 
32,050 
26,800 

139,975 
11,075 
32,925 
8,075 

48,825 
142,500 
13,875 
5,550 

58,050 
41,100 
21,175 
54,000 
4,~ 

Full year 
additional 
child care 
allocation 

under 
H.R. 12455 

$5,~~ 

1, ~~~ 
955 

8,670 
1,328 

21,420 
6,342 

752 
12,698 
3,205 
2,680 

13,998 
1,108 
3,292 

808 
4,882 

14,250 
1, 388 

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

425 
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ELIGIBILITY FOR SERVJCJ<:S 

(Section 1 of the bill) 

Under present law States may not provide services (with certain 
limited exceptions) to individuals in families with incomes above 115 
percent of State median family income. Present law also requires 
States to charge fees for services to those with incomes between 80 
and 115 percent of State median family income, and allows them, sub­
ject to HEW regulations, to charge fees for services to those with 
incomes below 80 percent. States are also required to spend at least 
50 percent of their Federal social services allotment on services for 
specified categories of individuals. The net effect of these requirements 
is to limit State discretion in determining who in the State is most 
in need of services, and to require that the income of each individual 
applicant for services be determined before eligibility can be 
established. 

The Committee bill would· eliminate these requirements in law, 
thereby allowing the States complete flexibility in determining eligi­
bility for services under their State social services plans. States would 
be free to provide for neighborhood or group eligibility, if they so 
chose, or to develop any income or other eligibility criteria which 
they considered desirable. In addition they could establish fee sched­
ules for any income groups and for any types of services which they 
considered appropriate. 

A similar provision givin~ the States the right to set their own eli­
gibility reqmrements for soCial services was included in Finance Com­
mittee bills which passed the Senate in 1973 and again in 1974. The 
rationale then, as now, was that the States should have maximum free­
dom, within funding limits, to determine the persons who are eligible 
for services. The Committee believes that, although the present bill 
does not provide the total flexibility in all aspects of social services 
programs that would have been possible under the prior Senate bills, 
It goes far toward eliminating the source of many of the States' 
problems with the restrictions in Federal law and with the very 
lengthy and complex regulations which HEW has issued to implement 
the income-related provisions of current law. 

The Committee bill does not eliminate the requirements now in law 
for the provision of certain services to recipients of AFDC and SSI. 
Family planning services must still be offered to all AFDC recipients 
and ~tates must offer 3 services of their choosing to SSI recipients~ 
Services to WIN participants must also be provided. Services must 
also meet the five social services goals included in present law and cer­
tain type~ ?f expenditure~ rema!n ineli¢ble for matching as services. 

In a~id~bon, the Committe~ bill retams the current law provisions 
for a hm1t on Federal matchmg funds, and for a State matching re­
qmrement of 25 pereent. The C:ommitteP hPliPves that. thf'se nrovisionR 
are adequate assurance that Federal social services funds will not be 
~pent on a "runaway" basis, as was the case in some States prior to the 
Imposition of the $2.5 billion funding limit in 1972. Most States are 
now spending their full allocations under title XX. The Cmnmittee 
bill therefore will not result in the expenditure of additional Federal 
funds, but in their more effective use, as determined by the States. 

• 
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The Federal requirements with respect to eligibility would be elimi­
nated retroactive to October 1, 1975. 

POSTPONEMENT OF PENALTIES FOR NONCOMPLIANCE 

(Section 2 of the bill) 

Under Public Law 94-120, certain staffing standards for day care 
provided under title XX to children from age 6 weeks to 6 years were 
suspended until February 1, 1976. The Committee bill would further 
postpone the effective date of the standards until October 1, 1977. The 
Committee believes that the postponement will enable the Depart­
ment of HE:W to complete its "appropriateness study" of the day care 
requirements mandated by Public Law 93-647 and give Congress 
time to review the findings and recommenda·tions of the Secretary. 
(The report is to be submitted to Congress by June 30, 1977.) 

ADDITIONAL FUNDS TO ENABLE STATES TO IMPROVE THEm DAY CARE 

PROGRAMS 

(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 for fiscal year 
1977 (with $62.5 million for the remainder of fiscal year 1976 and an 
equal amount for ,July-September 1976). 

The Committee believes that these amounts are required to enable 
the States to make necessary improvements in the day care services 
currently being provided under title XX. Many programs do not now 
meet basic health and safety standards. Many are also far from meet­
ing State staffing requirements, which are considerably less stringent 
than any Federal criteria which have thus far ·been considered. The 
additional funds would be allocated among the States on the basis of 
State population. This is the same formula which is used for allocat­
ing 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 re0nires that the new funds be used in Rn~'h a 
way aR to inerease the employment of welfare recipients and other 
low-income persons in child care related jobs to the maximum extent 
fNtR-ihlP n" (Jptermil'f'10 hv t re StfltPR. T"hA. C:ommi.f.t~e believes that most 
St·ates havp both the desire and the ability to promote the employ­
ment of welfare recipients as employees in child care facilities. Testi­
monv nrPc;entf'fl tn tlw C:oTY"mittPe rPin:ffl.rC'Pd th~> f1ommittee's helipf 
that StateR arP ready to undertake this effort, and that there are large 
nnmh~'rR nf w,lfnrp recipients who are RhlP ancl willing to be emploved 
to 1'11rP for children. 

ThC' C:mnmittf'P hill permits Sta.too to nse a nart of thl'\ir sh::~rP o-f' the 
11ilfl;tional $2!10 million to make ·grants tD provid~rs of ehilil (•arP to 
ns,;iRt thf'm with the C'ostR of emploving we1farP recipients. Snch grants 
<'"111(! h, mnclf' on lv to child l'arP. provifiPrR where at leaRt 20 perc~>nt 
o-f' tJ,,.. ,.l,ilrJ.,,..n ,....,.,~rJ -For"""'"" nll or l')art of thf'ir ,.."'"" -F,m~P<i nnfl,r 
t1·p Srv>;ftl s"""T'itv Ad .. ThP rmntR wonld he payable for emplovPPf' 
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with respect•to ~hom 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 of wages except that both the tax credit and 
State grant would apply only to the first $5,000 of wages. The cost of 
the State grant would be. met fully with Federal funds (within the 
State's share of the additional funding) since the 20 percent cov­
ered by the tax credit would be considered to meet the matching re­
quirement. Howev~r, public and nonprofit providers would not be 
eligible for a tax cre<iit, and the 'full $5,000 grant would have to come 
out of the additional social ·services allotment. 

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 matchi~g 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. 

TAX CREDIT FOR EMPLOYING WELFARE RECIPIENTS IN CHILD CARE 

(Seotion 4 of the bill) 

The Committee wishes to encoumge child ca.re providers to hire wel­
fare recipients in meeting the additional staff needs, For this reason, 
the Committee--bill extends the tax cred~t for child care providers hir­
ing welfare recipients. Under existing law, this tax credit is scheduled 
t6 expire June 30, 1976. The Committee hill extends it for child care 
jobs through September 30, 1977. · 

The tax credit would equal 20 percent of up to the first $5,000 in 
wages per year paid each welfare recipient employed in the provision 
of child care (an annual limit of $1,000 per employee). This 20 per­
cent credit on-the wa:ges of welfare recipients could lbe used by centers 
to match F-ederal funds for child care under title XX of the Social 
Security Act. · · · 

With regard to public and non-profit providers who have no tax 
liability, States could make payments up to $5,000 per year per 
employee. 

A tax credit for hiring welfare recipients was first authorized under 
the 1971 Revem~e Act. This. credit applies only to wages paid recipi­
ents of aid to families with dependent children (AFDC) who are 
placed in employment throug}l the Work Incentive (WIN) program. 
In order to be eligible for this credit (generally equal to 20 percent 
of the gross wages of the ,employee during the .first 12 months of 
employment), the employee must be retained by the employer for an 
additionall2~month •period following the first 12 months. · 

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

, (A) has been certified by the State or local welfare department 
as bein,g eligible for financial assistance for aid to families with 

.. 
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dependent children and as having continuously received such 
financial assistance during the OO·day :period w.lnch immediately 
precedes the date on which such individual is hired by the tax­
payer, 

(B) has been employed by the taxpayer for a period in excess 
of 30 consecutive days on a substantially full-time basis (thus 
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 worker (for purposes of this tax credit, a 
migrant worker means an individual who is employed for services 
!or which the customary period of employment by one employer 
IS less than 30 days if the nature of such services requires the 
employee to travel from place to place for a short period of 
time), and 

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

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

(1) It is applicable through September 30, 1977; and 
(2) It applies in all cases only to the first $5,000 of wages (The 

~e~er~l Welfare Recipient Employment Incentive Tax Credit 
1s hm1ted to the first $5,000 of wages only in the case of services 
not performed in connection with a trade or business). 

LIMITED WAIVER OF STAFFING STANDARDS 

(Section 5 of the bill) 

Waiver of F edertil standard8 in certain circumstances.-In some 
~reas, ~he only child care ~vailable may be in facilities primarily serv­
mg ch1ldren whose care IS not funded under title XX of the Social 
~e?~rity f\..ct. ~he committee recogi?-izes that in some cases these fa.­
Cihties might. simply refuse to provide care paid for under title XX 
rath~r than meet the reg~ired standards. This problem will be la.rgely 
alleviated by the prov1s10ns of the Committee bill suspending the 
Federal staffing standards for pre-school children. In addition the 
Committee bill deals with this problem by authorizing the States 
thro~gh S~ptember 30, 1977, to waive staffing standards otherwise 
~pphc~ble m the case of a day care center or group day care home 
m which no more than 20 percent of the children (or, in the case 
of a center, no more than 5 children) are children whose care is paid 
for from title ?'--?\- social s~rvices fun~s. However, the State agency 
must find that It 1s not feasible to furnish day care for the children in 
a day care facility which complies with the requited standards and 
the facility must comply with am:>licable State standards. • 
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Family day care ht?mes.-Under the requirements imposed by title 
XX the numb&r of children who may be cared for by a family day care 
mother is limited as follows: 

( 1) Infancy through 6 years. No more than two children under 
two and no more than five in total, including the family day care 
mother's own children under 14 years old. 

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

The reqmrement that the day care mother's own children up to 
age 14 must be counted in meeting the staffing requirement has created 
a problem in some States. The children must be counted whether thev 
are at home or attendinu school. A number of States have indicated 
th~t, although there m_ay 'ben? objection to including the mother's own 
children '!l/IVJer Ofl8 6 m meetir;tg the staffinu !'eq~irement, family day 
care home providers have raised strong obJectiOns to counting the 
o~der childz:en who are normallJ: atten~ing s~hool. Many moth~rs be­
gm to proVIde care for other children m their homes after the1r own 
children have started school. The requirement that their school aO"e 
children must be counted means in some cases that the number ~f 
children they may care for is unreasonably small, and this makes their 
work unprofitable. 

The Committee bill allows the family-da.y-care mother's own chil­
dren age 6 and over to be disre~rded in determinin~ if the title XX 
standa.rds are met. This provis10n is made retroactive to October 1 
1975, the date the present law provision would otherwise fir:;t apply 
and would continue in effect through September 30, 1977. 

ALCOHOLISM AND DRUG ABUSE 

(Section 6 of the bill) 

Public Law 94--120 included temporary modifications of the social 
services statute as it relates to funding of services for drug addicts 
and alcoholics. 'J!lese temporary m. odifications expired January 31, 
1976 ; the Committee amendment would make these modifications 
permanent. 

Co-nfidentiality.-Title XX ofthe Social Security Act under current 
law requires that individuals served by the program have incomes 
~ithin specified limits related to State median income levels. Regula­
tiOns of the Department of Health, Education, and Welfare require the 
States to verify an applicant's statement that his income is within the 
permitted l~its and ve~cation may sometimes require an employer 
contact. While the Committee amendment deletes the Federal income 
standards, States may still wish to set income eligibility requirements 
for services. This raises the possibility that an employer could be in­
formed in the process of verifying income that the individual is under­
going treatment for addiction or alcoholism which in turn could result 
in the loss of his job, defeating the purpose of the rehabilitation effort. 
To prevent such situations, a pr-ovision already enacted into law in the 
Comprehensive Alcohol Abuse and Alcoholism Prevention, Treatment, 
and Rehabilitation Act Amendments of 1974 requires a special deO"ree 
of confidentiality in dealing with the treatment of such individ;als. 
The modification made permanent in the Committee amendment does 

.. 
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not_ in any ~ay prohi.bit the verifi~ation of_an applicant's eligibility for 
soCial services, but 1t does reqmre that m the case of drug addicts 
and alcoholics the special confidentiality requirements of the Compre­
hensive Alcohol Abuse Act be observed. 

Rehabilitation prooess.-Another problem is related to the fact 
that under the new law social services funding generally is not appli­
ca?le to medical or residential types of care, which is more appro­
pnately funde? under _other prog:rams. Fur;tding is available only 
when the care mvolved IS a subordmate and mtegral part of a social 
serv.ic~ program. In it;sel£ this provision ?reates no difficulty for drug 
ad~1ctlon and alcohohsm programs, provided that the whole rehabili­
tatiOn process is considered. However, there is a possibility under the 
law and r~g~latio~s that certain eleme~ts ?f. the proceSs could be 
looked at m Isolation and found to be mehg~ble for fundinO". The 
Committee amendment would make permanent two temporary changes 
in the law designed to correct this problem. 

The fir~ change in the. law makes cl~ar that in ev!Lluating services 
of a medical nature provided to an addict or alcohohc, the rehabilita­
tive process for an individual is to be looked at in its entirety and 
not in segments. Thus initial detoxification, short-term residential 
treatment, usually about a month in duration, and subsequent counsel­
ing and other services are all to be considered together. 
T~e. ~cond ~ang~ specifically authorizes s~al service funding 

for uutlal detoXIfication programs up to a duratiOn of 1 days, with­
out regard to the usual ban on funding of services to institutionalized 
individuals. The detoxification must be integral to the further pro­
vision of services for which the individual is eligible. 

III. BUDGETARY IMPACT OF THE LEGISLATION 

. In compliance with se_ction 252(a) of the Legislative Reorganiza­
tion Acto} 1970 ~tnd s~twns 308 and 403 of the Congressional Budget 
Act of 19 14, the followmg statements are made concerning the budg­
etary impact of the bill. 

The Committee estimates that the enactment of H.R. 12455 with the 
amendments proposed by the Committee will result in net increased 
budget authority and outlays and decreased revenues (equivalent to 
"tax expenditur~") as shown in the following table. The net figures 
reflect both the mcreased grants to States for child care and the off­
setting ~e~uctions il'!- welfare costs re;:mlting from the hiring of wel­
fare r:e01p1~nts as child care staff. (~rwr to preparing the estimates as 
contamed m the .ta?le, the. Comnn~tee contacted the Congressional 
Budget Office. ~Ithm the time available, that agency was unable to 
prepare a cost estimate.) 

Fi~l period 

f~~~e~!~:!~-i976-· ··--·· ···· · · · · · ·-· · ·--· · · · · · · · ·-·· · · · ·· · · ·· · · · · · · · · ·--· 
fi~l y~ar 1977 ••••• ::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 

Increase in 
budget authority 

and outlays 
(millions) 

$42 
55 

218 

Decrease in 
revenues 

(millions) 
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The bill has no budgetary impact beyond fiscal year 1977. The Com­
mittee states that it has received no analysis of the budgetary impact 
of th~ legislation pursuant to the provisions of section 403 of the Con­
gressiOnal Budget .A~t of 1_97 4. Th_e Committee estimates that. the 
enactment of this bill Is consistent w1th the budgetary totals provided 
for in H. Con. Res. 4'66 and with the functional totals in the conference 
report on that resolution. The Committee further estimates that the 
enactment of this bill is consistent with the budgetary totals provided 
for in S. Con. Res. 109 and with the functional totals in the conference 
report on that resolution. The Committee states that the entire amount 
est~mated as increased budget authority and outlays under this legis­
latiOn as shown in the table above constitutes financial assistance to 
State and local governments. 

IV. VoTE oF THE CoMMIT'l'EE IN REPORTING THE BILL 

In compliance with section 133 of the Legislative Reorganization 
Act of 1946, the following statement is made relative to the vote by 
the Committee on the motion to report the bill. The bill was ordered 
reported by voice vote. 

A motion to delete the provisions of the bill providing additional 
Federal funding for child care services was defeated by the following 
rollcall vote : 

In favor of the motion ( 6) : Senators Talmadge, Byrd Curtis, Fan-
nin, Hansen, and Roth. ' 

Opposed to the motion (11): Senators Long, Hartke, Ribicoff, 
Mondale, Gravel, Bentsen, Hathaway, Haskell, Dole, Packwood, 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, as re­
ported, are shown as follows ( existm~ law proposed to be omitted is 
enclosed in black brackets, new matter IS printed in italic, existing law 
in which no change is proposed is shown in roman) : 

ExcERPT FRoM PuBLIC LAw 93-64 7, AS AMENDED 

* * * * * * * 
SEc. (a) (1) * * * 

* * * * * * * 
(3) Notwithstanding paragraph (1) of this subsection or section 

3 (f), payments under title IV or section 2002( a) (1) of the Social Secu­
rity Act with respect to exJ?enditures made prior to [February 1 1976] 
f?cto.be1' 1, 1977, in connectiOn with the provision of child day ca~e serv­
Ices m day care centers and group day care homes, in the case of chil­
dren between the ages of six weeks and six years, may be made with­
out regard to the requirements relating: to staffing standards which are 
imposed by or under section 2002 (a) ( 9) (A) ( ii) of such Act, so long 
as the s~affin~ standards actually be~ng appl!ed in the provision of 
the serviCes mvolved (A) comply with applicable State law (as in 

• 

1 
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effect at the tiJ?e the services are provided), (B) are no lower than 
the corr_espondmg staffing standards which were imposed or required 
~y applicable State law on September 15, 1975, and (C) are no lower, 
m the case of any day care center or group day care home than the 
corresponding standards actually being applied in such cent~r or home 
on September 15, 1975. 

* * * * * * * 
ExcERPT FROM PUBLIC LAw 94-120 

* * • * * * * 
S~c. 4. (a) Section 2003 of the Social Security Act is amended by 

addmg at the end thereof the following new subsection: 
" (f) The provis~ons of secti.on 333 of the Comprehensive Alcohol 

Abuse and Alcoholism PreventiOn, Treatment, and Rehabilitation Act 
of 1~70 ~hall ?e applicable f":O s~ryices provided by any State pursuant 
to this title with respect to mdividuals suffering from drug addiction 
or alcoholism.". 

(b) (1) Section 2002(a) _(7) of such Act is a~ended by addinO' at 
the end thereof the followmg new sentence: "With reO'ard to end'inO' 
the_dependel!-c_y o~ individuals who are.alc?~olics or dr~g addicts, th~ 
e.nt~re reh~~:b~h.tatiVe p~oces~ for such mdlvid~als, including but not 
hm1ted to Imtial detoxificatiOn, short term residential treatment and 
subsequent outpatien~ counseling and rehabilitative services, wh~ther 
or not sucl~ a process m~o~ves more than one provider of services, shall 
be the basis for determmmg whether standards imposed by or under 
subparagraph (A) or (E) of this paragraph have been met.". 

( 2) Section 2002 (a) ( 11) of such Act is amended by-
( A) striking out "and" at the end of clause (B) thereof 
(B) striking out the period at the end of clause (C) thereof 

and inserting in lieu of such period"; and", and 
(C) adding after clause (C) thereof the following new clause: 
" (D) any expenditure for the initial detoxification of an alco­

holic ?r drug depe~den~ in~iv;idual, for a period not to exceed 7 
day~, If such de~oxificatw;n I~ I~tegral to the furthe.r provision of 
services for whiCh such mdividual would otherwise be eliO'ible 
under this title.". "' 

(3) Section 20q2(a) (7) (A) of such Act is am~nded by inserting 
" (except .as .Provided m paragraph ( 11) (D))" Immediately after 
"other remedial care". 

(4) Section 2002(a) (7) (E) of such Act is amended by inserting 
"and paragraph (11) (D)" immediately after "paragraph (11) (C)". 

(c) The. amend!fie~ts made by this section shall be effective [only 
for the periOd begmnmg October 1, 1975, and en din()' January 31 1976 · 
and, on and after Fe~ruary 1,_1976, sections 2002(a) (7), 2002(a) (11): 
and 2003 of the Social Security Act shall read as they would if such 
amendments had not been made.] on and ajte1' Octobe7' 1, 19'75. 

* * • • * • * 
ExcERPT FRoM THE SociAL SECURITY AcT, AS AMENDED 

* * * * * • • 

S. Rept. 857-76-3 
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TITLE XX-GRANTS TO STATES FOR SERVICES 

* * * * * * * 
PAYl\iENTS TO STATES 

SEc. 2002(a) * * * 
* * * * * * * 

[ ( 4) So much of the aggregate expenditures with respect to which 
payment is made under this section to any State for any fiscal year as 
equals 50 per centum of the payment made under this section to the 
State for that fiscal year must be expended for the provision of services 
to individuals----

·[(A) who are receiving aid under the plan of the State ap­
proved under part A of title IV or who are eligible to receive such 
aid, or 

[(B) whose needs are taken into account in determining the 
needs of an individual who is receiving aid under the plan of the 
State approved under part A of title IV, or who are eligible to 
have their needs taken into account in determining the needs of 
an individual who is receiving or is eligible to receive such aid, or 

[ (C) with respect to whom supplemental security income bene­
fits under title XVI or State supplementary pa;vments, as defined 
in section 2007 ( 1), are bein¥" paid, or who are eligible to have such 
benefits or payments paid with respect to them, or 

[(D) whose income and resources are taken into account in de­
termimng the amount of supplemental security income benefits 
or State supplementary payments, as defined in section 2007 (l), 
being paid with respect to an individual, or whose income and 
resources would be taken into account in determining the ammmt 
of such benefits or payments to be paid with respect to an indi­
vidual who is eligible to have such benefits or payments paid with 
respect to him, or 
[(E) who are eligible for medical assistance under the plan of 
the State approved under title XIX. 

[ ( 5) No payment m~y be made under t~i.s section to any ~tate with 
respect to any expenditure for the proviSIOn of any serviCe to any 
individual-

[ (A) who is receiving, or whose needs are taken into account in 
determining the needs of an individual who is receiving, aid un­
der the plan of the State approved under part A of title IV, or 
with respect to whom supplemental security income bene~ts un~er 
title XVI or State supplementary payments, as defined m sectiOn 
2007 (1), are being paid, or 

[(B) who is a member of a family the monthly gross income of 
which is less than the lower of-

[ ( i) 80 per centum of the median income of a family of 
four in the State, or 

[(ii) the median income of a family of four in the fifty 
States and the District of Columbia, 

adjusted, in accordance with regulations prescribed by the Secre­
tary, to take into account the size of the family, 

.. 
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if any fee or other charge (other than a voluntary COf!-tril;mtion) im­
posed on the individual for the P.rovisi?n of th~t servwe IS n?t .c?n­
sistent with such requirements ( mcludmg reqmrements prohibitmg 
the imposition of any such fee or charge) as the Secretary shall 
prescribe. · h 

[(6) No payment may be made undet: t_his section to a!ly State Wit 
respect to any expenditure for ~he proviSIO~ of a!ly service, other than 
an information or referral service or a service duected at th al of 
preventing or remedying neglect, abuse, or exploitat~on . o~ dren 
and adults unable to protect their own interests, to any mdividual who 
is not an individual described in paragra_P,h ( 5), and- . 

[(.t\.) who is a member of a family the !flOf!-thly gross mcor,ne 
ofwhicl1 exceeds 115 per centun1 of the median mcome of a fa~uly 
of four in the State, adjusted, in a~cordance with r~gulations 
prescribed by the Secretary, to take mto account the SIZe of the 
~~m . 

[(B) who is a member of a family the monthly gross mcome 
ofwhich-

[(i) exceedsthelowerof- . . 
[(I) 80 per centum ofthe median income of a family 

of four in the State, or . 
[(II) the median income of a family of four m the 

fifty States and the Dis.trict of Col~mbia, . 
adjusted, . in accordance with regulahons prescr1~d by the 
Secretary, to t·ake into account the size of the fall!Ily '·and 

[(ii) does not exceed 115 per cen~um of _the median mco~e 
of a family of four in the Sta~ adJusted, m acco;rdance With 
regulations prescribed by the ~retary, to take mto account 
the size of the family, . . 

unless a fee or other charge reasonably related to mcome 1s 
imposed on the individual for the provision of the service. 

The Secretary shall promulg-ate the median income of a family of fou,r 
in each State and the fifty States and th~ Dist:ict of Columbia apP.h­
cable to payments with respect to expend1tures 1.n each fiscal year pnor 
to the first day of the third month of the precedmg fiscal year.] 

* * * * * * * 
(9) (A) No payment may be made under this section with respect 

to any expenditure in connection with the provision of any child day 
care service, unless---- . . . • 

(i) in the ca..'le of care provided m the c~1ld·s home. the ca~e 
meets standards established by the State which are reasonablJ: m 
accord with recommended standards of national standard-settmg 
orooanizations 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 Septembe~ 23, 1968; 
except that (I) subdivision III of such requirements w1th respect 
to educational services shall be recommended to the States and 
not required, and staffing standards for school-age children in day 
care centers may be. revised by the Secret~ry, (II) the s~affing 
standards imposed with respect to such care m the case of ch1ldren 
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under age 3 shall conform to regulations :prescribed by the Secre­
tary, [and] (III) the staffing standards Imposed with respect to 
such care in the case of children aged 10 to 14 shall require at 
least one adult for each 20 children, and inthe case of school-aged 
children under age 10 shall require at least one adult for each 
15 children, (IV) the State agewy may waive the staffong sta1Ul­
ards otherwise applicable in the case of a day care center or group 
day care home in which not more than 20 per centwm of the chil­
dren in the facility (or, in the ease of a day care center, not more 
than 5 children itn the center) are children whose care is being paid 
for (wholly or in part) from f'UIIUls made available to the State 
unde'l' this title, if such agency fi1Uls that it is not feasible to fur­
nish day care for the children, whose care is so paid for, in a day 
care facility which complies with such staffing standards, a1Ul if 
the day eare facility providing care for such childrem complies 
with applicable State st01ndards, a1Ul ( V) in determining whether 
applicable staffong standards are met in the ea.~e of day care pro­
vided in a family day care home, the number of children being 
oared for in such home shall include a child of the mother who is 
operating the home only 'if such child is 'IJIIU1er age 6, 

except as provided in subparagraph (B). 
(B) The Secretary,shall submit to the President of the Senate and 

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

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

• • • . * * • • 
SEc. 2007. For purposes of this title-

[(1) the term "State supplementary payment" means any cash 
payment made by a State on a regular basis to an individual who 
is receiving supplemental security income benefits under title 
XVI or who would but for his income be eligible to receive such 
benefits, as assistance based on need in supplementation of such 
benefits, as determined by the Secretary, and 

[(2)] the term "State" means the fifty States and the District 
of Columbia. 

INTERNAL REVENUE CoDE oF 1954 

* * * • • • 
PART IV. CREDITS AGAINST TAX 

• • * • • • • 

Sec. 
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SuBPART C-RULEs FOR CoMPUTING CREDIT FOR EXPENSES OF 
WoRK INCENTIVE PRoo:RA.Ms 

50A. Amount of cred,it. 
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 for the taxable year shall be equal to 20 percent of the work in­
centive program expenses (as defined in section 50B (a) ) . . 

(2) LIMITATION BASED ON AMOUNT OF 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 sentence shall not apply to so 'l111UCh of the 
credit allowed by section 4fJ as it is attributable to Federal 
welfare recipient employment incenti1;e expenses deseribed in 
subsection (a) (6) (B). 

(3) LIABILITY FOR TAx.-For purposes of paragraph (2), thelia­
bility :for tax for the taxable year shall be the tax imposed by 
this chapter for such year, reduced by the sum of the credit 
allowable under-

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

able J?roperty), and 
(E) section 41 (relating to contributions to candidates for 

public office). 
For purposes of this paraaraph, any tax imposed for the tax­
able year by section 56 (r~ating to minimum tax :for tax pref­
erences), section 72 ( m) ( 5) (B) (relating to 10 percent tax on 
premature distributions to owner-employees), section 408 (e) ( re­
lating to additional tax on income from certain retirement ac­
counts), section 402(e) (relating to tax on lump sum distribu­
tions), section 531 (relating to accumulated earnings tax), section 
541 (relating to personal holding company tax), or section 1378 
relatmg to tax on certain capital gains of s1,1bchapter $corpora­
tions), and any additional tax imposed for the taxable year by 
section 1351 (d) ( 1) (relating to recoveries o:f foreign expropria­
tion losses), shall not be considered tax imposed by this chapter 
for such year. 

( 4) MARRIED INDIVIDUALS.-In the case of a husband or wife who 
files a separate return, the amount specified under subparagraphs 
(A) and (B) of paragraph (2) shall be $12,500 in lieu of $25,000. 
This paragraph shall not apply i:f the spouse o:f the taxpayer has 
no work incentive program expenses :for, and no unused credit 
carryback or carryover to, the taxable year of such spouse which 
ends within or with the taxpayer's taxable year. 
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(5) CoNTROLLED GROUl"S.-In the case of a controlled group, the 
$25,000 amount specified under paragraph (2) shall be reduced 
for each component member of such group by apportioning 
$25,000 among the component members of such group in such 
manner as the Secretary or his dele¥'ate shall by regulations pre­
scribe. For purposes of the precedmg sentence, the term "con­
trolled group'' has the meaning assigned to such term by section 
1563(a). 

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

(6) LIMITATION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOYEES.-
(A) NoNBUSINESS ELIGIBLE EMPLOYEEB.-Notwithstanding 

paragraph (1), the C1'edit allowed by section 40 tL'ith 
respect to Federal welfare recipient employment incentive 
expenses paid or incurred by the taxpayer during the taxable 
year to an eliqible employee whose services are not performed 
in connection with a trade or bu~Jiness of the tailJpayer shall 
not exceed $1,000. 

(B) 0HILD DAY CARE SERVlOEB ELIGIBLE EMPLOYEES.-Not­
withstandin(J paragraph (1), the C1'edit allowed by section 40 
with respect to Federal welfare recipient employment in­
centive expemes paid or incurred by the taxpayer du,ring 
the taxable year to an eligible employee whose se'f'Vices are 
performed in connection with a child day care se'!'Vices pro­
gr(}fln, conducted by the taxpayer, shall not exceed $1,000. 

(b) CARRYBACK AND CARRYOVER OF UNUSED CREDIT.-
(!) ALLOWANCE OF CREDIT.-If the amount of the credit deter­

mined under subsection (a) (1} for any taxable year exceeds the 
limitation provided by subsection (a)"(2) for such taxable year 
(hereinafter in this subsection referred to as "unused credit 
year"), such excess shall be-

(A) a work in'centive program credit carryback to each of 
the 3 taxable years preceding the unused credit vear, and 

(B) a work incentive program credit carryover to each of 
the 7 taxable years following the unused credit year. 

and shall be added to the amount allowable as a credit by section 
40 for such years, except that such excess may 'be a carryback only 
to a taxable year beginning after December 31, 1971. The entire 
amount of the unused credit for an unused credit year shall be car­
ried to the earliest of the 10 taxable years to which (by reason o.f 
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) LrMITATION.-The amount of the unused credit which may 
be added under paragraph (1) for any preceding or succeeding 
taxabl~- year shall not exceed the amount by which the limitation 
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provided by subsection (a) ( 2) for such taxable year exceeds the 
sum of-

(A) the credit allowable under subsection (a) ( 1) :for such 
taxable year, and 

(B) the amounts which, by reason of this subsection, are 
added to the amount allowable :for such taxable year and 
attributable to taxable years preceding the unused credit year. 

(c) EARLY TERMINATION OF EMPLOYl\IEN'l' BY EMPLOYER, ETC.­
(1) GENERAL RULE.-Under regulations prescribed by the Sec­

retary or his delegate-
(A) WoRK INCENTIVE PROGRAM EXPENSES. I:f the emplovment 

of any employee with respect to whom work incentive pro­
~ram e~penses are taken mto account under subsection (a) 
IS ternnnated by the taxpayer at any time durinrr the first 
12 months of such employment (whether or not co~secutive) 
or before the close o:f the 12th calendar month after the 
calendar month i:r: which such employee completes 12 months 
of employment with _the taxpayer, the tax under this chapter 
for the taxable year m 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 ~axabl~ year and all prior taxable years attributable 
to work mcentlve program expenses paid or incurred with 
res)2ect to such employee. · 

(B) CARRYBACKS AND CARRYOVERS ADJUSTED. In the case of 
any ~rmination of employment to which subparagraph (A) 
applies, the carrybacks and carryovers under subsectiOn (b) 
shall be properly adjusted. 

(2) SUBSECTION NOTTOAPPLYIN CERTAIN CASES.-
(A) I.N GENERA_L.-:Paragraph (1) shall not apply to--

(1) a termmatwn of employment of an employee who 
voh:?ltarily l~ave~ the employment of the taxpayer, 

( n) a termmat10n of employment of an individual who, 
before the close of the period referred to in paragraph 
(1) (A), becomes disabled to perform the services of 
such employment, unless such disability is removed be­
fore the close of such period and the taxpayer fails to 
offer reemployment to such individual 
. {iii) a ter~ination of employment ~f an individual, if 
It IS determmed. under the applicabl~ State unemploy­
ment compensatiOn law that the termmation was due to 
the ~isconduct. of s:uch individual, or 

. (1v) a termmat10n of employment of an individual 
With ~espec~ to whom Federal welfare recipient employ­
ment mcentlve expenses (as described in section 50B (a) 
(2)) are taken into account under subsection (a). 

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

. (i) by a transact~on to which section 381(a) applies, 
If the employee contmues to be employed by the acquiring 
cornorahon. or · 

(ii) by reason of a mere change in the form of con­
dncting the trade or business of the taxpayer, if the em-



24 

ploy~ 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 credit allowable under subpart A. 

(d) FAILURE To PAY CoMPARABLE WAoEs.-
(1) GENERAL RULE.-Under regulations prescribed by the Secre­

tary or his delegate, if during the period described in subsection 
(c) ( 1) (A), the taxpayer pays wages (as defined in section 50B 
(b)) to an employee with respect to whom work incentive pro­
gram expenses are taken into account under subsection (a) which 
are less than the wages paid to other employees who perform com­
parable services, the tax under this chapter for the taxable year 
in 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 sueh 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. 

Sec. 50 B. Definitions; special rules. 
(a) \V OHK INCENTIVE PROGRAM ExPENSES.-

(!) IN GENERAL.-For purposes of this part, the term "work 
incentive program expenses" means the sum of-

( A) the amount of wages paid or incurred by the taxpayer 
for :;ervices rendered during the first 12 months of employ­
ment (whether or not consecutive) of employees who are 
certified by the Secretary of Labor as-

(i) having been placed in employment under a work 
incentive program established under section 432(b) (1) 
of the Social Security Act, and 

(ii) not having displaced any individual from em­
ployment, plus 

(B) the amount of Federal welfare recipient employment 
incentive expenses paid or incurred by the taxpayer during 
the taxable year. 

[(2) DEFINITION.-For purposes of this section, the term "Fed­
eral welfare recipient employment incentive expenses" means the 
amount of wages paid or incurred by the taxpayer for services 
rendered to the taxpayer before July 1, 1976, by an eligible 
employee.] . 

(13) Definitions.-For purposes of this section, the term "Fed­
eral welfare recipient employment incentive ewpenses" meatrUJ the 
amount of wages paid or incurred by the tawpayer for services 
rendered to the tawpayer or by an eligible employee-

(A) beforeJuly1,1976,or 
(B) .irn the ease of an eligible employee whose services are 

performed in connection 'with a child day care services pro­
gram of the tawpayer, before October 1, 1977 . 

.. 
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(3) ExcLusroN.-No item taken into account under paragraph 
(1) (A) shall be taken into account under paragraph (1) (B). No 
item taken into account under paragraph {1) (B) shall be taken 

. into account under paragraph 1 (A). 
(b) WAGES.-
For purposes of subsection (a), the term "wages" means only cash 

remuneration (including amounts deducted and withheld). 
(C) LIMITATIONS.-

( 1) TRADE OR BUSINESS EXPENSES.-N 0 item shall be taken into 
account under subsection (a) ( 1) (A) unless such item is incurred 
in a trade or business of the taxpayer. . 

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

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

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

{5) INELIGffiLE INDIVIDUALS.-No item shall be t$.ken into ac­
count under 13Ul:>s~ction (a) with respect to an individual who-

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

(B) if the taxpayer is an estate or trust, is a grantor, bene­
ficiary~ or fiduciary of the estate or trust, or is an individual 
who bears any of the relationships described in paragraphs 
(1) through (8) of section 152(a) to a grantor, beneficiary, 
or fiduciary ofthe estate or trust, or · · . · 

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

. . . est.ate or tr;ust. 
: .(d) S~GHA:P'I'Ea. s CORPORATIONS.- ' . 
. lr~ case of an electing small business corporation (as defined .in sec-

tiOn 1371)~ , · .. ·, . . . . . . . · 
·. (1)the work incentive program expenses foreach.taxable year 
shall be apportioned pro rata among the persons who are share­
holders of such corporation on the last day of such taxable year, 
and ·· 

(2) any person to whom any expenses have been apportioned 
under paragraph (1) shall be treated (for purposes of this sub­
part) as the taxpayer with respect to such expenses. 
(e) EsTATES AND TRUSTS.-
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In the case of an estate or trust-
(1) the work incentive program expenses for any taxable year 

shall be apportioned between the estate or trust and the benefici­
aries on the basis of the income of the estate or trust allocable to 
each, 

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

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

(£) LIMITATIONS "\VrrH 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) ELiomLE EMPLOYEE.-
. (1) ELIGmLE EMPLOYEE.-For purposes of subsection (a) (1) 

(B), the term "eligible employee" means an individual-
( A) who has been certified by the appropriate agency of 

State or local government as being eligible for financial assist­
ance under part A of title IV of the Social Security Act and 
as having continuously received such financial assistance dur­
ing the 90 day period which immediately precedes the date 
on which such individual is hired by the taxpayer. 

(B) who has been employed by the taxpayer for a period 
in excess of 30 consecutive days on a substantially full-time 
basis, 

(C) who has not displaced any other individual from em­
ployment by the taxpayer, and 

(D) who is not a migrant worker. 
The term "eligible employee" includes an emplo.Yee of the tax­
payer whose services are not performed in connection with a trade 
or business of the taxpayer. 

(2) MIGRANT WORXER.-For purposes of paragraph (1), the 
term "migrant worker" means an individual who is employed for 
services for which the customary period of emplo~ent 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 REFERENOE.-
For application of this subpart to certain acquiring corpor&tions, 

see section 381 (c) (24). 

• • • • • * * 
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CHILD DAY CARE SOCIAL SERVICES UNDER TITLE XX 
OF THE SOCIAL SECURITY ACT 

.JUNE 30, 1976.-0rdered to be printed 

Mr. ULLMAN, from the committee of conference, 
submitted the following 

CONFERENCE REPORT 
['l'o accompany H.R. 124&')] 

The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 12455) to 
extend from April 1 to October 1, 1976, the maximum period during 
which recipients of services on September 30, 1975, under titles IV -A 
and VI of the Social Security Act, may continue to receive services 
under title XX of that Act without individual determinations, having 
met, after full and free conference, have been unable to agree. 
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Managers on the Part of the Senate. 



JOINT EXPLANATORY STATEMENT OF THE 
COMMITTEE OF CONFERENCE 

The managers on the part of the House and the Senate at the con­
ference on the disagreei1_1g votes of the two Houses on the amendments 
of the Senate to the bi~l ( H.R. ~2455) to extend from April 1 to 
pctober 1, 1976, the maximum per10~ during which recipients of serv­
Ices o~ September 30, 1975, under titles IV -A and VI of the Social 
Secunty Act, may continue to receive services under title XX of that 
Act without individual determinations, report that the conferees are 
in technical disagreement. 

It is the in~enti~n of the ?onf~rees that the managers on the part of 
the House will offer a motwn m the House to recede and concur in 
the Senate an;endment to the text of the House-passed bill with an 
amendmen~ ( m the nature of a substitute) consisting of language 
agree~ to m conference, and that upon the adoption of such amend­
ment .m ~he House the managers on the part of the Senate will offer 
a motwn m the Senate to concur therein. 

The managers on the part of the House ·and the Senate submit the 
following joint statement in explanation of the action agreed upon 
by the managers : 

The substitute language which is to be offered as described above­
hereinafter in this statement referred to as the "conference substi­
tute"-is as follows: 

That (a) section 12002(a) of the Social Security Act is amended by 
ad,1ing at the end thereof the following new paragraph: 

(14) (A) For.purposes of paragraphs (5) and (6), an individual 
shall, at the optwn of the State, be deemed to be an individual de­
scri.bed in paragraph (5) (B) if, because of the geographic area in 
whzch any Pffrticular ~erv!ce. is prm;ided to him, the characteristics of 
the c?r;vmuntty to whu:h tt t8 provtded, the nature of the service the 
condttwns (other than income) of eligibility to receive it or dther 
fa?tors surrou.nding its provision, the State may reasonably' conclude, 
1mthout individual dete~inations of eligibility, that substantially all 
of the persons who recetve the service are members of families with a 
monthly gross income which is not more than 90 per cent1tm of the 
median _income of .a family of four in the State, adjusted (in accord­
ance wtth regulatwns prescribed by the Secretary) to take into ac-
count the size of the family. · 

"('!!) The provision.s of subl!aragraph (A) shall not be applicable 
to chtld day care servzces furntShed to any child other than a child of 
a migratory agricultural worker.". 

(b) Section 2000 (a) ( 4) of such Act is amended by adding at the 
end thereof (after and belmo subparagraph (E)) the following new 
sentence: 

"In any case in which ser1Jices are prm!ided to individuals to whom 
the provisf.ons o'f paragraph (14) are applied, the proportion of the 

(2) 

• 
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expenditures for such SM"oices which are attributffble to individ"!als 
described in the preceding sentence may be determtned on the bastS of 
generally accepted statistical sampling proced!ures.". 

(c) Section 2002(a) (6) of su_ch A~t is,l(me~d, in the_ matter.pre;, 
ceding subparagraph (A), by tnsertmg , famtly planmng servwes, 
immediately after "referral service". . 

(d) The 'amendments made by this section shall be effect·we on and 
after October 1, 1975. . 

SEc. 2. Effective FebruaNJ 1, 1.976, section 7(a) (3) of ~ublzc. La"! 
93-647 is amended by striking out "February 1, 1976" and mserttng tn 
lieu thereof "October 1, 1977". . . 

SEc. 3. (a) For purposes of title XX of .the Somal Secunty Act, the 
amount of the limitation (imposed by sectwn 2002 (a) ( 12) of such Act) 
which is applicable to any State for the fiscall!eri~d begir;ning July 1, 
1976 and ending September SO, 1976, or whwh tS applwable to any 
Stat~ for the fis"cal year ending Septe;nbe; 30, 1977, shall be deemed 
to be equal to whichever of the foll01otng tS the lesser: 

(1) an amount equal to- . . . 
(A) 106.4 per centum of the amount of the .hmttapwn ~o 

imposed (as determined without regard to thtS sectwn) tn 
the case of such fiscal period, or 

(B) 108 per centum of the amount of th;e limjtat'0n so 
imposed (as determined without regard to thts sectwn) tn the 
case of such fiscal year ending September 30, 1977, o; . . 

(2) an amount equal to (A) 100 per centum of such ltmttatwn 
for such fiscal period or fiscal year (as determined without ref!ard 
to this section), plus (B) an amount equ~l to the sum of (t) 75 
per centum (in the case of such fiscal penod) or 100 per centun: 
(in the case of such fiscal yea;) of the total a~ount of expendt­
tures (/) which are made dunng such fiscal penod or. year tn con­
nection with the provision of any child da'!{ care servwe, and (//) 
with respect to which payment is autho;zzed to be made Pf' the 
State under such title for such fiscal penod or year, and ( n) ~he 
aggregate o'f the amounts of the grants, made ?Y. the State dun_ng 
such fiscal period or year, to which the provtSwns of subsectwn 
(c) (1) a.re applicable. 

(b) The additiQ'fl,al Federal funds which_ beco;me paya?le to any 
State for the fiscal period or fiscal year spemfied tn subsectwn ( Cf) by 
reason of the provisiow of such subsectiO"lf shall, to the ~tmum 
extent that the State determines to be feastble, be employed tn such 
a way as to increase. t~ employment of welfar_e .recipien~s and other 
low-income persow tn JObs related to the provtSWn of chtld day care 
services. , 

(c) (1) Subject to paragraph (2), sums granted by .a State to a 
qualified provider of child day care services (as iiefi.~d "''!~' paragraph 
( 3) (A) during th13 fiscal period or fiscal ye.a.r spemfied tn subs~ct;wn 
(a) to assist such provider in meeting its Federal welfare rempwnt 
employment incentive expenses (as defined in paragraph (3) (!3_)) 
with respect to individuals. employed in jobs. related to the JY!'~V,t81on 
of child day care services tn <YJW or more chtld rfaY care famltttes ~f 
such provider, shall be deemed, fo~ purposes of tttle XX of ~he Somal 
Security Act, to constitute expendttures made by the State, 1n accord­
ance with the requirements and conditions imposed by such Aet, for 
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the provision of se1'Viees directed at one or more of the goals set forth 
in clauses (A) through (E) of the first sentence of section'200'2(a) (1) 
of such Act. With respect to lfiJim8 to which the preceding sentence i8 
applicable (after application of the provisions of paragraph ('2) ), the 
figure "75", as contained in the first sentence of section '200'2 (a) (1) of 
8UChAct shall be deemed to read"100". 

('2) ih; provuions of paragraph (1) shall not be applicable-
( A) to the a:mount, if any, by which the aggregate of the sums 

(as described in such pamgraph) granted by any State tfiuring 
the fi&cal period or fi&cal year specified in subsection (a) exceeds 
the amownt by whieh such State's lVmitation (as referred to in 
subsection (a)) i8 increased pursuant to such subsection for such 
fiscal period or year, or 

(B) with respeet to any grant made to a partieular qualified 
provider of ehild day care services to the extent that (as deter­
mined by the Seeretary) such grant i8 or will be useil-

( i} to pa:y wages to any employee at an annual rate in 
exeess 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 pa'!/ more than 80 per cent'lllm of the 
wages of any employee, m the case of any other provider. 

(3} For purpo8e8 ot thu subsection-
(A) the term 'qualified provider of child day care. serviees", 

when u.<sed in reference to a 'recipient of a grant by a State, in· 
eludes a pravideT of s1wh Se'f"')ices only if, of the total number 
of children 'receiving such ser-vices from S1Wh provider in the 
facility with respect to which the grant i8 made, at least '20 per 
centum thereof have some or all of the costs for the eMU day 
care serviees so fuT71ii8hed to then~ by s1tch provider paid for 
under the State's services program conducted pursuant to title 
XX of the Social Seffll!f'ity Aet; and 

(B) the term "Fede·ml welfare 1>ecipient employment empenses" 
means expenses of a qualified pr01Jider of child day care services 
1tJhich constitute Federal welfare recipient employment incentive 
expenses as defined in section 50B (a) ( '2) of the Internal Revenue 
Oode of 19li4, or which uJOuld constitute FedeTal welfare recip­
ient employment incentive expenses as so defined if the provider 
1oere a taxpayer erntitled to a credit (with respect to the wages 
invol11ed) under section 4-0 of s1wh ·oode. 

(d) (1) In the adminutration of title XX of the Social Security 
Act. the figure "75", as contained in the first 8entence of section '200'2 
(a) (1) of such Act, shall, sub,iect to paragraph ('2), be deemed to Tead 
"100" for purposes of applying such sentence. to expenditures made 
by a State for the prm:ision of child day eare services during the 
fiscal year ending Septe-tnber 30, 1977. 

('2) The total amount of Federal payments which may be paid to 
any State for such fiscal year under title XX of the Social Security 
Act at the rate specified in paragraph ( 1) i!hall not efl!eeed an amount 
equal to the emcess (if any) of-

( A) the amount by wh-ich such State's limitation (as referred 
to in sub8ection (a) ) is increased pursuant to such sub8ection for 
8uch ye,.ar, m•er 

• 
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(B) the aggrega.te of the anwunts of the gmnts, made by the 
State du,ring such year', to 1vhich the provi8ion8 of subsectibn (c) 
( l) are applieable. 

SEX/. 4. (a) Section 50A(a) of the Internal Re11enue Oode of 1954 
(relating io amou11f of credit for -work incenti-ve program expenses) 
is amended--

(I) 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 
1velfare redpient em.ployme;nt ineenti·ve expenses described in 
subsection (a) (6) (B).", and 

(!B) by striking o·ut paragraph ( 6) and inserting in lieu thereof 
the follawing: 

"(6) LIMITATION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOYEES.-
"(A) NONBUSINESS ELIGIBLE EMPLOYEES.-Notwithstanding 

paragraph (1), the credit allowed by section 40 u-ith respect to 
Federal welfare recipient employment incenti•ve expenses paid or 
incurred by the taxpayer during the taxable year to an eligible 
employee 1vhose services are not pe1'formed in connection 1oith a 
trade or business of the taxpaya shall not exceed $1,000. 

"(B) 0HILD DAY CAR!<: SERVICES E_LIGIBLE EMPLOYEES;-Notwi~h­
standing paragraph (1) , the cred1 t allmoed by .sechon 40 1.mth 
respect to Federal •welfare recipient employment incentive ex­
penses paid or incurred by the taxpayer during the taxable year 
to an eligible employee whose services are performed in connec­
tion ·with a child day care services program, conducted by the 
taxpayer, shall not exceed $1,000.". 

(b) Section 50(a) ('2) of such Oode (relating to definitions; special 
rules) i.s amended to read as follows: 

"('2) DEFINITIONs.-For purposes of this section, the term 
'Federal welfare recipient employment incentive expenses' means 
the amaunt of wages paid or incurred by the ta.mpayer for Bervices 
rendered to the taxpayer by an eligible employee-

"(A) beforeJuly1,1976,or 
" (B) in the case of an eligible employee whoBe services are 

performed in connection 1oith a child day care services pro­
gram of the taxpayer, before October 1, 197'7.". . 

(c) The amendments made by thiB section 1.vith respect to Federal 
1velfare r•ecipient employment incentive expenses paid or incurred by 
the taxpayer to an eligible employee 1t'hose services are performed in 
connection n-ith a child day care .~ervices program of the taxpayer 
shrill apply to 8uch expenses paid or incurred by a ta.mpayer to an 
eligible employee 'whom such taxpayer hires after the date of the en­
actment of thu Act. 

8A·c.5. (a) Section~OO!B(a}(9)(A)(ii) oftheSoeialSecurityAetis 
amended-

( 1) by striking out "and" at the end of clause (I/), and 
( 2) by adding after the comma at the end of claJUBe (II I) the 

following: " (IV) the State agency may waive the staffing stand­
ard8 otheMllise applicable in the case of a day ea:re center or grmtp 
day care home in U)hich 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 cMJ4ren in the center) are chilrhen tohose care is 
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being paid for ( w~ol~y o~ in part) from funds made available to 
the Sta~e under thu; title, if such agency finds that it is not feasible 
to furnzsh day .cr:re for. the children, whose care is so paid for, in 
ada'!( care faczlzty wh?;C~ complies with such staffing standards, 
an<f if t';-e day care fac"thty providing care for such children com­
plzes ~mth applicable State standards, and ( V) in determining 
whether a_pplz~able staffing standards are met in the case of day 
ca~e provzded zn.a family day care home, the number of children 
bezng. cared f~r zn such home shall include a child of the mother 
who zs operatmg the home only if such child is under age 6 " 

(b) The amendments made by subsection (a) shall, insofar as' s~ch 
ame;tdments r:dd anew elause (V) to seotion20~(a) (9) (A) (ii) of the 
Soczal Securzt!f Act, be effectzve for the period beginning October 1, 
1975, and. endzng September 30, 1977,- and on and after October 1 
197?, sectzon .2002(a) (9) (A) (ii) of the Social Security Act shall read 
as zt ~vould zf S1fch (J!tnendments had not been made. 

8E_c. 6. Effectvve February 1, 1976, section 4( c) of Public La10 94-
120 zs am,ended by striking out "January 31 1976" and "Febru 1 
1976" and inserting .in lieu thereof "September 30, 1977" and "~~to~ 
ber 1, 1977", respectzvely. 

.. 

DESCRIPTION OF CONFERENCE ACTION 

Eligibility for social se~~es.-:r~e. ~ouse bill would have per­
mitted States now determmmg ehgibihty on. a group rather than 
individual basis to continue this procedure unt~l 9?i:.?ber 1, ~976. The 
Senate bill would have repealed all Federal ehgibihty reqmrements. 
The amendment agreed to by the conferees would, on a p~rmanent 
basis, permit States to determine eligibility for social services on a 
group basis. The group would have to be such that the State can 
reasonably conclude that substantially. all.members of the groul? have 
incomes below 90 percent of State median mcome. Except for children 
of migrant workers, however, eligi_bility for ~hi~d. day car~ services 
would have to continue to be determmed on an mdividual basis. Under 
the amendment, there would be no Federal eligibility requirements 
for family planning services. 

Deferral of child care standards._:Federal staffing standards for 
child day care serving children aged 6 weeks to 6 years were suspended 
from October 1, 1975, to February 1, 1976, under prior legislation. 
The amendment approved by the conferees would extend this suspen­
sion retroactive to February 1, 1976, and forward to October 1, 1977. 
(State law requirements would have to be met, and standards could 
not be lowered from September 1975 levels.) 

Increased social services fwnding for child care.-Through Sep­
tember 30, 1977, the conference amendment increases the existing $2.5 
billion limit on social services by $40 million for the July-September 
1976 quarter and by $200 million for fiscal year 1977. The additional 
funding cannot exceed the Federal funding due a State for child care 
expenditures. The additional funds would be allocated among the 
States on a population basis (as is the $2.5 billion available under 
current law). 

Emphasis on employing welfare recipients.-Requires States, to the 
extent they determine feasible, to use the added Federal funding in a 
way which increases employment of welfare recipients and other low­
income persons in child care jobs. 

State grants to aid employment of welfare recipients.-Permits 
States, without regard to usual title XX requirements, to use the 
added Federal funding under the bill to make grants to child care 
providers to cover the cost of employing welfare recipients. These 
grants would be limited to $4,000 per year per employee in the case of 
proprietary providers thus providing (in conjunction with the tax 
credit under section ( 4)) full Federal funding of employment costs 
up to $5,000. (For public and nonprofit providers, which are ineligible 
for tax credits, the limit on grants under this section would be $5,000.) 
Grants could be made under this authority only if at least 20 percent 
of the children served by the child care provider have their care paid 
for through the title XX program. , 

Increased matching for child care.-Increases the Federal matching 
~ate for child care expenditures from 75 percent to 100 percent. The 
mcreased rate would apply only to the additional amount of Fed­
eral funding provided under the amendment for fiscal year 1977. 

(7) 
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Expiration of welfare recipient tax credit.-The present law pro­
vision granting a tax credit equal to 20 percent of wages to employers 
who hire persons who receive Aid to Families with Dependent Chil­
dren is scheduled to expire June 30, 1976. The conferees agreed to 
continue this provision in effect, in the case of child care employers 
only, through September 30, 1977. This section would also limit the 
tax credit, m the case of child care jobs, to a maximum of $1,000 per 
employ-ee per year. 

W mver provisions and nwdification of family day care require-
ments.-The amendment agreed to. by the conferees permits State 
welfare agencies to waive the Federal staffing requirements in the case 
of child care centers and group day care homes which meet State 
standards if the children receiving federally funded care represent 
no more than 20 percent of the total number of children served (or in 
the case of a center, there are no more than 5 such children), provided 
that it is infeasible to place the children in a facility which does meet 
the Federal requirements. The section would also modify the limita­
tions on the number of children who may be cared for in a family 
day care home by providing that the family day care mother's own 
children not be counted unless they are under age 6. This change would 
apply retroactive to October 1, 1975. This entire section would be in­
applicable after September 30, 1977. 

Addicts and alcoholics.-The conferees agreed to extend through 
September 30, 1977, certain modifications provided under Public Law 
94-120 governing funding of services for addicts and alcoholics. The 
provisions, which expired J·anuary 31, 1976, require that special con­
fidentiality requirements 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 alcoholics 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 social services 
funding is generally not available to persons in institutions. 

The conferees note that there is nothing in the statute to preclude 
a State from using its title XX social services funds to provide child 
care services to otherwise eligible individuals who are participants in 
the Work Incentive (WIN) program where there are insufficient 
funds to provide such services under that program. 

AL ULLMAN, 
JAMEs C. CoRMAN, 
CHARLES B. RANGEL, 
P}JTE STARK, 
JoE D. WAGGONNER, Jr., 
BILL M. KETCHUM, 

Managers on the Part of the House. 
RussELL B. LoNG, 
HERMAN TALMADGE, 
W. F. MoNDALE, 
WILLIAM HATHAWAY, 
BoB PACKWOOD, 
W. V. RoTH, 

Managers on the Part of the Senate. 
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94TH 0oNGB.E88} HOUSE OF REPRESENTATIVES { 
14aSe8sion 

REPORT 
No. 94:-903 

CONTINUATION OF GROUP ELIGIBILITY 
DETERMINATIONS UNDER TITLE XX 

MABOR 15, 1976.-Committed to the Committee of the Whole Honse on the State 
of the U.uion and ordered to be printed 

Mr. ULL~IAN, from the Committee on Ways and Means, 
submitted the following 

REPORT 
[To accompany H.R. 1241i5] 

The Committee on Ways and Means, to whom was referred the bill 
(H.R. 1245'5) to extend from April 1 to October 1, 1976, the maximum 
period during which recipients of services on September 30, 1975, 
under titles IV-A and VI of the Social Security Act, may continue 
to receive services under title XX of that act without individual deter­
minations, having considered the same, rer,ort :favorably thereon with­
out amendment and recommend that the b1ll do pass. 

BACKGROUND AND SUMMARY 

Congress enacted title XX of the Social Security Act as a major 
part of Public Law 93-647 at the end of the 93d Congress. Its efl:'ect1ve 
date was October 1, 1975, when it superseded provisions for social serv­
ices that had been made under titles IV-A and VI of the Social Se­
curity Act. As the effective date approached, there was substantial pro­
test :from some groups, particularly members of senior citizens centers, 
that an individual means test whiCh title XX required was demean­
ing, complex, and administratively more costly than any useful purpose 
it could serve. 

The Subcommittee on Public Assistance worked out with the De­
partment of HEW an agreement that individual means tests would 
not have to be applied to services which had not formerly been subject 
t.o them prior to April 1, 1976. This date is approaching. Numerous 
proposals have been made, and the Subcommittee on Public Assistance 
has held public hearings. It is apparent that a permanent solution of 
the issues involved cannot be enacted by Aprill. ~t\.t the same time the 
Office of the General Counsel of the Department of HEW advises that 
the Department does not have statutory authority to extend the exist­
ing moratorium beyond March 31. 

5'1-006 
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· The bill, H.R. 12455, would provide such authority until Septem­
ber 30, during which time the Administration's proposals and other 
bills which have been introduced on this subject can be carefully con­
sidered. The bill would, for an additional six-month period, leave the 
guidelines exactly where they are now, a situation which has not been 
unsatisfactory: 

REGULATIONS OF TBE DEPAR7'1\IENT OF ':HJliw'T:EIAT WOULD .BE AFFECTED 
BY H.R. 12455 

§ 228.61 Determination of eligibility. 

* * • • • * • 
(c) Jl!ligibility 'pJiase-in (fV -A ailil VI) ,.:_:_Recipients <?f services 

under titles VI-A and VI on September 30,1975 may contmue tore­
ceive those services, if they are identified in the title XX services plan, 
until elicr!bfli:ty -~§ determir).ed, ,bl1~ in no •. evf!pt ,later tpa~ M(irch 31, 
1976. In~IVIduals who meet the conditions which had been established 
for group eligibility under title IV-A or~VIniay begin participation 
aft~r ~epternber 30, 1975 in a service provided in a :facility on a group 
baSIS lf : : , , · . . . 

( 1) The individuals live in the geographic location where the :facility 
was delivering the service on a group eligibility basis, as approved 
under title IV -A or VI, as of July 1, 197:) or during the preceding two 
quarters, and .. . , . . . . 

·* * * * * 
OTHER MATTERS llEQUmED TO BE DIS()ll:~ED UNDER HOUSE RULES 

In compliance with rule XIII, clause 7 (a) of the Committee states 
that the bill will riot result in changes in Federal costs. · 

In compliance with rule XI, clause 2(1) (2) (B), the committee states 
that the bill was ordered reported by unanimous voice vote. 

In compliance with rule XI, clause 2(1) ( 4) the committee states 
~hat it is not expected that this legislation would have any inflationary 
1m pact. 

In compliance with rule XI, clause 2(1) (3) (A) the committee states 
that hearmgs were held by the Subcommittee on Public Assistance o£ 
th~ Co:J?mittee on Ways and Means and resu~ted in the findings con­
tamed m the Background and Summary sectiOn of this report. 

In comJ?liance w1th rule XI. clause 2(1) (3) (B) the committee states 
that the bill does not provide additional budget authority. 

In compliance with rule XI, clause 2(1) (3) (G) the committee states 
that the Congressional Budget Office has examined the bill and finds 
that the bill appears to have no budget impact. 

In compliance with rule XI, clause 2(1) (3) (D) the committee states 
that no oversight findings or recommendations have been received by 
the Committee on Ways and Means from the Committee on Govern-
ment Operations. · 

SECTION-BY SECTION ANALYSIS OF H.R. 12455 

The bill contains only one section which provides that 45· GFR 
§ 228.61 (c), as amended February 9, 1976, 41 F.R. 5635, shall continue 

H.R. 903 
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in effect prior to October 1, 1976. This is accomplished by deeming the 
date March 81, 1976 in the regulation to read "September 30, 1976." 

OTHER :MATI'ERS REQUIRED TO BE DISCUSSED UNDER HOUSE RULES 

In com:r,liance with rule XIII, clause 7 (a) the Committee states 
that the hill not result in changes in Federal costs. 

In compliance with rule XI, clause 2(1) (2) (B), the committee 
states that t~e bill ':"as ordered reported by unanimous voic~ vote. 

In compliance w1th rule XI, clause 2(1) (4) the committee states 
~hat it is not expected that this legislation would have any inflationary 
nnpact. 

In compliance with rule XI, clause 2(1) (3) (A) the committee 
states that hearings were held by the Subcommittee on Public Assist­
ance o£ the Committee on Ways and Means and resulted in the findings 
contained in the Background and Summary section of this report. 

In compliance with rule XI, clause 2(1) (3) (B) the committee 
states that the bill does not provide additional budget authority. 

In compliance with rule XI, clause 2(1) (3) (C) the committee 
states that the Congressional Budget Office has examined the bill and 
finds that th~ bill apl?ears to have no budget impact. 

In compliance With rule XI, clause 2(1) (3) (D) the committee 
states that no oversight findings or recommendations have been re­
ceived by the Committee on Ways and Means from the Committee on 
Government Operations. 

0 
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H. R. 12455 

RintQtfourth Q:ongrcss of the tlnitcd ~tatcs of america 
AT THE SECOND SESSION 

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

£'ln act 
'To amend title XX of the Social Security Act so as to permit greater latitude by 

the States in establishing criteria respecting eligibility for social services, to 
facilitate and encourage the implementation by States of child day care services 
programs eonducted pursuant to such title, 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 H OU<Ie of Repre&entatirve8 of the 
United State8 of America in Oongre88 a&&embled, That (a) section 
2002 (a) of the Social Security Act is amended by adding at the end 
thereof the following new paragraph : 

"(14) (A) For purposes of paragraphs (5) and (6), an individual 
shall, at the option of the State, be deemed to be an individual 
described in paragraph (5) (B) if, booause of the geographic area in 
which any particular service is provided to him, the characteristics 
of the community to which it is provided the nature of the service, 
the conditions (other than income) of eligibility to receive it, or other 
factors surrounding its provision, the State may reasonably conclude, 
without individual determinations of eligibility, that substantially all 
of the persons who receive the service are members of families with 
a monthly gross income which is not more than 90 per centum of the 
median income of a family of four in the State, adJusted (in accord­
ance with regulations prescribed by the Secretary) to take into account 
the size of the family. 

"(B) The provisiOns of subparagraph (A) shall not be applicable 
to child day care services furmshed to any child other than a child of 
a migratory agricultural worker.". 

(b) Section 2000(a)(4) of such Act is amended by adding at the 
end thereof (after and below subparagraph (E)) the followmg new 
sentence: 
"In any case in which services are provided to individuals to whom 
the provisions of paragraph (14) are applied, the proportion of the 
expenditures for such services which are attributable to individuals 
described in the preceding sentence may be determined on the basis 
of generally accepted statistical sampling procedures.". 

(c) Section 2002 (a) ( 6) of such Act is amended, in the matter pl·e­
cedi subparagraph (A), by inserting", family planning services," 
· iately after "referral service". 

(d) The amendments made by this section shall be effective on and 
after October 1, 1975. 

SEc. 2. Effective February 1, 1976, section 7(a) (3) o:f Public Law 
03-647 is amended by strikmg out "February 1, 1976" and inserting 
in lieu thereof "October 1, 1917''. 

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 period beginning 
July 1, 1976, and ending September 30, 1976, or which is applicable 
to any State for the. fiscal year ending September 30, 1977, shaH be 
deemed to be equal to whichever of the following is the lesser: 

( 1) an amount equal to-
(A) 106.4 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 

, 
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(B) 108 per centum o~ the amount of t~e li~itati?n so 
imposed (as determined without regard to this sectwn) m the 
case of such fiscal year ending September 30, 1977, or 

(2) an amount equal to (A) 100 per centum of such limitation 
for such fiscal period or fiscal year (as determined without 
regard to this section), plus (B) an amount equal to the sum of 
(i) 75 per centum (in the case of such fiscal period) or 100 per 
centum (in the case of such fiscal year) of the total amount of 
expenditures (I) which are made during such fiscal period or 
year 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 period or 
year, and ( ii) the aggregate of the amounts of the grants, made 
by the State during such fiscal period or year, to which the provi­
sions of subsection (c) ( 1) are applicable. 

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

(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 fiscal period or fiscal year specified in subsection 
(a), 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 accord­
ance 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) ofthe first sentence of section 2002(a) (1) 
of such Act. With respect to sums to which the pre~eding 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 period or fiscal year 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 period or year, or 

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

(i) to pay wages to any employee at an annual rate in 
excess of $5,000, m 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, m the case of any other provider. 

• 
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(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 
Securitv 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) of such Act, shall, subject to paragraph (2), be deemed to read 
"100" for purposes of applying such sentence to expenditures made 
by a State for the provision of child day care services during the fiscal 
year ending September 30, 1977. 

(2) The total amount of Federal payments which may be paid to 
any State for such fiscal year under title XX of the Social Security 
Act at the rate specified in paragraph ( 1) shall not exceed an amount 
equal to the excess (if any) of-

( A) the arnmmt by which such State's limitation (as referred 
to in subsection (a) ) is increased pursuant to such subsection for 
such year, over 

(B) the aggregate of the amounts o:f the ~rants, made by the 
State during such year, to which the proVIsions of subsection 
(c) (1) are applicable. 

SEc. 4. (a) Section 50 A (a) o:f the Internal Revenue Code o:f 1954 
(relating to amount o:f credit :for work incentive program expenses) 
is amended-

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

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

"(6) Lnu:ITATION WITH RESPECT TO CliRTAIN ELIGIBLE EJI,fPLOY­
EES.-

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

' 
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"(B) CHILD DAY CARE SERVICES J<;LIGIBLE EMPLOYEES.-Not­
withstanding paragraph (1), the credit allO\ved 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 em~loyee whose services are 
performed in connection with a chlld day care services pro­
gram, conducted by the taxpayer, shall not exceed $1,000.". 

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

" ( 2) DEFINITIONs.-For purposes of this section, the term 'Fed­
eral welfare recipient emplovment incentive expenses' means the 
amount of -..vages 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 pro­
gram of the taxpayer, before October 1, 1977.". 

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

SEc. 5. (a) Section 2002 (a) ( 9) (A) ( ii) of the Social Security Act 
is amended-

(1) by striking out "and" at the end of clause (II), and 
(2) by adding after the comma at the end of clause (III) the 

following: "(IV) the State agency may waive the staffing stand­
ards otherwise applicable in the case of a day care center or group 
day care home in which not more than 20 per centum of the chil­
dren in the facility (or, in the case of a day care center, not more 
than 5 children in the center) are children whose care is being 
paid for (wholly or in part) from funds made available to the 
State under this title, if such a¥'ency finds that it is not feasible 
to furnish day care for the chiluren, whose care is so paid for, in 
a day care facility which complies with such staffing standards, 
and if the day care facility providing care for such children 
complies with applicable State standards, and (V) in determin­
ing whether applicable staffing standards are met in the case of 
day care provided in a family day care home, the number of 
children bein~ cared for in such home shall include a child of the 
mother who Is operating the home only if such child is under 
age 6,". 

(b) The amendments made by subsection (a) shall, insofar as such 
amendments add a new clause (V) to section 2002(a) (9) (A) (ii) of 
the Social Security Act, be effective for the period beginning October 
1, 1975, and ending September 30, 1977; and on and after October 1, 
1977, section 2002(a) (9) (A) (ii) of the Social Security Act shall read 
as it would if such amendments had not been made. 
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SEo. 6. E:fl'ective February 1, 1976, section 4(c) of Public Law 94-
120 is amended by striking out "January 31, 1976" and "February 1, 
1976" and inserting in lieu thereof "September 30, 1977" and "October 
1, 1977", respectively. 

Speaker of ths H ouae of Representatives. 

Vice Preaident of ths United States and 
Preaident of the Senate. 

' 



, 



STATEMENT BY THE PRESIDENT 

I have today signed into law H.R. 12455, a bill concerning 

child day care staffing standards and social services supported 

with Federal financial assistance. Ensuring adequate day care for 

children is an important social service. It protects the 

integrity of the family is of paramount 

government action is acceptable as long as it does not interfere 

with the family role. 

Earlier this year, I vetoed the predecessor version of this 

bill, H.R. 9803 -- not because I disagreed with its goals--but 

because that bill was the wrong means to a worthwhile end. The 

Congress sustained my veto. Today I have signed a new and 

better child day care bill--the result of compromise and 

cooperation between the Congress and my Administration. H.R. 

12455 embodies a major compromise on a key issue which led to 

that veto--the imposition on States and localities of costly 

and controversial Federal staffing requirements for child day 

care services funded under Title XX of the Social Security Act. 

, 



STATEMENT BY THE PRESIDENT 

I have today signed kto law H.R. 12455, a bill ''----

concerning chiid day ca:r:e \ta. ffing. standards and \ 
. , ~ \ 

social services supported wAth Federal financil 1 n A • • _ t.-.J j' ~"--
£11AWt~ ~~ k~C..41·4 tY ~ ; 

assistance_, ~t~.a~~l<.e. ,..u.J~'k!~ +t~ .~{ - bC<-~ ·~~ .-
cf~J~~:Cf;4 rg ~~#\ ~~~-- ~ ~ ~:(Hl-I.L' ,_.JU,'!(:~ 

Earlier this year, I vet~ed the predecessor vers~on;o~~ ~ 
. -- M.?J.l1~6_~~ ..Jd;;.~~~ ~:ifl~;,.._ ~~~~~.( 

of this bill, H.R. 98031\ "and -~he Congress susta~ne~ my L '-~-~- _ ~\ ~: 
~ h~w~~~ 

signed H.R. 12455 beeaus8---i.-t embodies a L+-d · ) 

..... 
compromise·on a key issue ~hich led to that veto 

and 

under Titl' XX of the Social 

would have imposed these standards effec-

tive July 1 of this year. Had that bill become law, it 

would have brought about an unwarranted Federal preemp-

.. -:_:tion of State and local: responsibility to ensure quality 

day care services. 

H.R. 12455, by postponing the Federal standards 

until October 1, 1977, will enable the States to operate 

day care programs for more than another year free of 

onerous and costly Federal intrusion, while HEW completes 

a required major study and report with recommendations on 

the day care standards. In addition, the c~-
: ~ . 

act on my ·proposed . have the opportunity to 

Assistance for Community Se_rvices Act," submitted to the 

Congress last February to reform the Title XX social 

services program. 

/ , 

My proposal would provide the States with the oppor­

tunity to administer the Title XX program with the necessary 

flexibility to meet their most pressing needs as they 

themselves determine those needs. It would simplify 

program operations and remove many of the burdensome and · 
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restrictive Federal requirements so that social services 

can .be provided in the most efficient and effective manner, 

and can be most responsive to the needs of our citizens. 

As part of this overall approach, it would require the 

States to ad6pt and enforce their own standards for 

federally-assisted child day care. 

While I am disappointed that the Congress has not, in 

H.R. 12455, clearly placed this responsibility and authority 

in the States, the bill's lengthy suspension of the standards 

is a positive -~step toward this objective. 

~ ~AH:~-~2455 does 

~'f. ~sistance 

adopt a concept contained in my · 

to Community Services proposal by 

permitting States to provide Title XX services on a "group 
. 

eligibility" basis, except for most child day care services~ 

.Under this bill, States will not have to require that senior 
. . . 

citizens and other persons _who need and depend on social 

services programs be subjected to individual income and 

~- -. ~assets . tests . in order to. determine whether they can parti­

·cipate in these programs. Such persons wi~l ~e eligible 

as members of groups, when the States can reasonably assume 

that substantially all those to be served have incomes less 

than 90% of the State's median income. 

This provision will make it possible for older persons 

and families who obviously qualify for federally-assisted 

·\ services to obtain those services without a demeaning 

scrutiny of .their personal affairs. It will also eliminate 
' 

unnecessary and costly administrative trappings for many 

service programs, thereby freeing more Federal and State 

funds for the actual delivery of services. 

H.R. 12455 embodies in part, still another central 

element of my ·~sistance for Community Services 

proposal: that Sta t e s should no longe r be require d t o 

match their share of the Federal Title XX social service 
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funds with State and local tax dollars. Under this bill, 

as much as ·$200 million in new Title XX funds would be 

distributed in fiscal year 1977 without a requirement for 

State matching, if States _choose to spend that amount for 
. 

child day care services. I am hopeful that this tentative 

step indicates the willingness of the Congress to consider 

seriously the elimination of the matching requirement for 

· all Federal social services funds under Title XX. 

I do have serious reservations about the amount of 

additional Federal funding provided in H.R. 12455, although 

it is less than the amount in the bill I earlier vetoed. 

It is also unfortunate that this bill, for the first time 

under Title XX, designates levels of fundi~g for specified 

purposes. This is the antithesis of the spirit and intent · 

·· Of ·Title XX which permits States the maximum flexibility to 

determine their own priorities in usi~g their share of 

Federal social services funds. I am also concerned that the 

... ,. -- ~child care provisions of -this bill have not been adequately 

coordinated with child care provisions in ~e pending tax 

reform bill. 

Much remains to be done to help the States improve 

their delivery of social services funded under Title XX. 

I am gratified that the Congress, in . this bill, has moved 

in some easure ~oward accepting concepts in my proposed· ~~ 
~~~~~~~.;./ . 

'"'i.""': . ~ss1.sta ce for~onununity ~ervices~. Further 

action is needed, however, to _provide more comprehensive 

reform that will provide States the tools and flexibility 

to deliver . social services to those in .need without cumber-

some Federal regulation. I again urge the Congress to act 
. . 

promptly to give my proposal a full and favorable hearing. 

----·- - --- . ---- - - - - -- ---~----.. ~ ......... -__ ..... _.-~ 
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OFFICE OF THE WHITE HOUSE PRESS SECRETARY 

12:06 P.M. EDT 

THE WH;ITE HOUSE 

REMARKS OF THE PRESIDENT 
UPON SIGNING H.R. 12455 
THE CHILD DAY CARE BILL 

THE ROSE GARDEN 

Mem~ers of the Congress and members of the 
Administration, distinguished gues~s: 

Insuring an adequate day care bill for children 
is an iro.portru1t social service. It protects the well-being 
of thousands of l~erican children and the economic 
independence of their working parents. 

Earlier this year I vetoed a bill on child day 
care -- not because I disagreed with its goals, but because 
that bill, in my judgment, was the wrong means to a worth­
while end. 

Today I sign a new and better child day care bill, 
the result of coope:::>ation bett,Teen the Congress and my 
Administration, and I thank the Members of the Congress 
for working with the Administration in that regard. 

This new and better bill embodies a major 
compromise on a key issue which led to my original veto. 
States and localities will be spared the heavy burden of 
costly ~~d controversial Federal standards for child day 
care services. 

In a different area of social service, I am happy 
to see that this bill also adopts a concept supported by 
many older A~ericans, and contained in my Federal assistance 
for community services proposal. Under the bill, older 
persons as well as families who obviously qualify for Federal 
assisted social services will be able to get those services 
without a demeaning scrutiny of their personal affairs. 

This is a better bill than the one which first 
crossed my desk, and I am plsased to see the results of 
this compromise. It is a better bill because my veto exerted 
a balancing influence on the deliberations _of the Congress 
in this important area. li.!ithout this Constitutional check 
and balance the original bill might now be law and making 
day care services ~ore costly to the taxpayer and increasing 
the Federal intrusion into family life. 

The Constitutional veto power has been used by me 
as well as my predecessors with one concern in mind -- to 
protect the American people from unrealistic responses to 
their very real needs;· to see that the Federal Government 
does not merely serve the people but serves the people well. 

Thank you very much. 

END (AT 12:09 P.M. EDT) 
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Office of the White House Press Secretary 

------------------------------------------------------------
THE \IJHITE HOUSE 

STATEMENT BY. THE PRESIDENT 

I have today signed into law H.R. 12455, a bill 
concerning child day care staffing standards and social 
services supported with Federal financial assistance. En­
suring adequate day care for children is an important social 
service. It protects the well-being of thousands of American 
children -- and the economic independence of their working 
parents. The integrity of the family is of paramount impor­
tance but supportive government action is acceptable as long 
as it does not interfere with the family role. 

Earlier this year, I vetoed the predecessor version of 
this bill, H.R. 9803 -- not because I disagreed with its 
goals -- but because that bill was the wrong means to a 
worthwhile end. The Congress sustained my veto. Today I 
have signed a new and better child day care bill -- the result 
of compromise and cooperation between the Congress and my 
Administration. H.R. 12455 embodies a major compromise on a 
key issue vv-hich led to that veto -- the imposition on States 
and localities of costly and controversial Federal staffing 
requirements for child day care services funded under Title XX 
of the Social Security Act. 

H.R. 9803 would have imposed these standards effective 
July 1 of this year. Had that bill become lawj it would have 
brought about an unwarranted Federal preemption of State and 
local responsibility to ensure quality day care services. 

H.R. 12455, by postponing the Federal standards until 
October 1, 1977, will enable the States to operate day care 
programs for more than another year free of onerous and costly 
Federal intrusion, while HEW completes a required major study 
and report with recommendations on the day care standards. 
In addition, the Congress will have the opportunity to act 
on my proposed "Federal Assistance for Community Services 
Act, 11 submitted to the Congress last February to reform the 
Title XX social services program. 

My proposal would provide the States with the oppor­
tunity to administer the Title XX program with the necessary 
flexibility to meet their most pressing needs as they 
themselves determine those needs. It would simplify 
program operations and remove many of the burdensome and 
restrictive Federal requirements so that social services 
can be provided in the most efficient and effective manner, 
and can be most responsive to the needs of our citizens. 
As part of this overall approach, it would require the 
States to adopt and enforce their own standards for 
federally-assisted child day care. 

While I am disappointed that the Congress has not, in 
H.R. 12455, clearly placed this responsibility and authority 
in the States~ the bill's lengthy suspension of the standards 
is a positive step toward this objective. 

more 
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H.R. 12455 does adopt a concept contained in my 
Federal Assistance to Community Services proposal by 
permitting States to provide Title XX services on a 11 group 
eligibility" basis, except for most child day care services. 
Under this bill, States will not have to require that senior 
citizens and other persons who need and depend on social 
services programs be subjected to individual income and 
assets tests in order to determine whether they can parti­
cipate in these programs. Such persons will be eligible 
as members of groups~ when the States can reasonably assume 
that substantially all those to be served have incomes less 
than 90% of the State's median income. 

This provision will make it possible for older persons 
and families who obviously qualify for federally-assisted 
services to obtain those services without a demeaning 
scrutiny of their personal affairs. It will also eliminate 
unnecessary and costly administrative trappings for many 
service programs, thereby freeing more Federal and State 
funds for the actual delivery of services. 

H.R. 12455 embodies, in part, still another central 
element of my Federal Assistance for Community Services 
proposal; that States should no longer be required to 
match their share of the Federal Title XX social service 
funds with State and local tax dollars. Under this bill, 
as much as $200 million in nei•I Title XX funds would be 
distributed in fiscal year 1977 without a requirement for 
State matching~ if States choose to spend that amount for 
child day care services. I am hopeful that this tentative 
step indicates the willingness of the Congress to consider 
seriously the elimination of the matching requirement for 
all Federal social services funds under Title XX. 

I do have serious reservations about the amount of 
additional Federal funding provided in H.R. 12455, although 
it is less than the amount in the bill I earlier vetoed. 
It is also unfortunate that this bill, for the first time 
under Title XX, designates levels of funding for specified 
purposes. This is the antithesis of the spirit and intent 
of Title XX which permits States the maximum flexibility to 
determine their own priorities in using their share of 
Federal social services funds. I am also concerned that the 
child care provisions of this bill have not been adequately 
coordinated with child care provisions in the pending tax 
reform bill. 

Much remains to be done to help the States improve 
their delivery of social services funded under Title XX. 
I am gratified that the Congress, in this bill, has moved 
in some measure toward accepting concepts in my proposed 
act to provide financial assistance for community services. 
Further action is needed, however, to provide more comprehensive 
reform that will provide States the tools and flexibility 
to deliver social services to those in need without cumber-
some Federal regulation. I again urge the Congress to act 
promptly to give my proposal a full and favorable hearing. 

# # # # # 
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