94TH CONGRESS } HOUSE OF REPRESENTATIVES RerorT
2d Session No. 94-885

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

MAgrcH 8, 1976.—Ordered to be printed

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

CONFERENCE REPORT

[To accompany H.R. 9803]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (FL.R. 9803) to
postpone for six months the effective date of the requirement that a
child day care center meet specified staffing standards (for children
between six weeks and six years old) in orger to qualify for Federal
gayments for the services involved under title XX of the Social

ecurity Act, so long as the standards actually being applied comply
with State law and are no longer than those in effect in September
1975, having met, after full and free conference, have agreed to recom-
mend and do recommend to their respective Houses as follows:

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

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

That (a) the Congress finds and declares—

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

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

(3) that adegquate funding to meet these additional child care
expenditures required by the Social Services Amendments of 1574
8 not presently available. .

(B) It is therefore the purpose of this Act to provide the additional
Junding which will make possible the implementation of the new child
care standards without severely curtwiling the availability of child
care services.
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8Ec. 2. Section? (a) (3) of Public Law 93-647 is amended by striking
out “February 1,” and inserting in liew thereof “July 1,”.

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

(1) an amount equal to—

(A4) 102 per centum of the amount of the limitation so im-
posed (as determined without regard to this section) in the
case of such fiscal year, or

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

(82) an amount equal to (A) 100 per centwm of such limitation
for such fiscal year or period (as determined withowt regard to
this section), plus (B) an amount equal to the sum of (2) 80 per
centum of the total amount of expenditures (I) which are made
during such fiscal year or period in connection with the provision
of any child day care service, and (I1) with respect to w;:".wh pay-
ment s authorized to bz made to the State under such title for
such fiscal year or period, and (i) the aggregate of the amounts
of the grants, made by the State during such fiscal year or period,
to which the provisions of subsection (c) (1) are applicable.

(b) The additional Federal funds which become payable to any
State for the fiscal year or fiscal period specified in subsection (@) 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
services.

(¢) (1) Subject to paragraph (2), swms granted by a State to a
qualified provider of child day care services (as defined in paragraph
(3) (4)) during the last quarter of the fiscal year specified in subsec-
tion (a) or during the fiscal period so specified, to assist such pro-
vider in meeting its Federal welfare recipient employment incentive
ewpenses (as defined in paragraph (3)(B)) with respect to individ-
uals employed in jobs related to the provision of child day care serv-
ices in one or more child day care facilities of such provider, shall be
deemed, for purposes of title XX of the Social Security Act, to consti-
tute expenditures made by the State, in accordance with the require-
ments and conditions imposed by such Act, for the provision of serv-
ices directed at one or more of the goals set forth in clauses (4)
through (E) of the first sentence of section 2002(a) (1) of such Act.
With respect to sums to which the preceding sentence is applicable
(after application of the provisions of parograph (2)), the figure
“757, as contained in the first sentence of .section 2002(a) (1) of such
Act, shall bz deemed to read “100”.

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

(A4) to the amount, if any, by which the aggregate of the sums
(as described in such paragraph) granted by any State during the
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fiscal year or fiscal period specified in subsection (a) exceeds the
amount by which such State’s limitation (as referred to in sub-
section (@) ) is increased pursuant to such subsection for such fiscal
year. or period, or

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

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

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

(8) 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, in-
cludes a provider of such services only if, of the total number of
children receiving such services from such provider in the facility
with respect to which the grant is made, ot least 20 per centum
thereof have some or all of the costs for the child day care serv-
ices 80 furnished to them by such provider paid for under the
State’s services program conducted pursuant to title XX of the
Social Security Act; and

(B) the term “Federal welfare recipient employment expenses”

exp of a qualified provider of child day care services

which constitute Federal welfare recipient employment incentive
expenses a8 defined in section 50B (a) (8) 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 in-
volved) under section j0 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 “80”
for purposes of applying such sentence to expenditures made by a State
for the provision of child day care services during the fiscal year or

period specified in subsection (a). .

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

A) the amount by which such State’s limitation. (a3 referred to
in subsection (a)) is increased pursuant to such subsection for
such year or period, over

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

8xc. 4. (a) At the earliest practicable date after the date of enget-
ment of this section (but in no event later than }5 days after the date
of such enactment) the Secretary of Health, E’Wati«m,_am Welfare
shall determine the amount of additional Federal funds (if any) which
are needed by the States in order to enable them to comply with the
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requirements imposed by or under section 2002(a) (9) (4) () of the
Social Security Act— .

(1) for the fiscal year ending Jume 30, 1976, and .

(2) for the fiscal period beginning July 1, 1976, and ending
September 30, 1976. 3

(b) IF the aggregate of the amounts determined by the Secretary to
be needed by the States is e to— .

(1) in the case of the fiscal year ending Jume 30, 1976, $12,500,-
000, or

(2) in the case of the fiscal period beginning July 1, 1976, and
ending September 30, 1976, $12.500,000, L .

then the Secretary shall increase the amount of the limitation (im-
posed by section 2002(a) of the Social Security Act and determined
after application of the precedizg sections of this Act) a%lwa_ble
to each State which is determined by the Secretary under subsection
(a) to be in need of additional funds for such fiscal year or such
fiscai period (as the case may be) by an amount equal to the amount
of the additional funds so needed by such State for such year or
period. If the aggregate of the amounts so determined by the Secre-
tary for such fiscal year or fiscal period (as the case may be) is
in excess of the amount specified under clause (1) or (2) of the
preceding sentence with respect to such year or period, then the Sec-
retary sidl increase the amount of the limitation (referred to in
the preceding sentence) of each such State in the manner pro-
vided in such sentence, except that the amount of increase of each
such State shall be proportionately reduced by such amount as i3
necessary to reduce the aggregate of the increases to the applicable
dollar amount specified in clause (1) or (2) of the preceding sentence.
If the aggregate of the amounts so determined by the Secretary for
fiscal year or fiscal period (as the case may be) is less than the
dollar amount specified under clause (1) or (2) of the first sentence
with respect to such year or period, then the Secretary shall increase
the amount of the limitation (veferred to in the first sentence of this
subsection) of each such State in the manner provided in such sentence,
and an amount equal to the difference between such dollar amount
and the aggregate of the amounts so determined by the Secretary
for such fiscal year or fiscal period shall be used to increase, for such
year or period, the amount of the limitation (referred to in the first
sentence of this subsection) of all States, with the amount of increase
applicable to each State being determined on the basis of po ion
in like manner as is prescribed under section 2002(a) () (A) of the
Social Security Aet.

Skc. 5. (a) Section 504 (a) of the Internal Revenue Code of 1954
(relating to amount of credit for work incentive program expenses)
18 amended—

(1) by adding at the end of paragraph (8) the following
new sentence : “The preceding sentence ghag no(t a)p ly t£ 80 much
of the credit allowed by section 40 as is attribumgle to Federal
welfare recipient employment incentive expenses described in sub-
section (a) (6) (B).”, and

(2) by striking out paragraph (6) and inserting in liew thereof
the following :
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“(6) LiMITATION WITH RESPECT TG CERTAIN ELIGIBLE EMPLOY-
EES.—

“(A) Nowsusingss sL16iBLE EMPLOYEES.—Notwithstanding
paragraph (1), the credit allowed by section 40 with respect
to Federal welfare recipent employment incentive expenses
paid or incurred by the taxpayer dyw'iny the tawable year to
an eligible employee whose services are not performed in
connection with a trade or business of the taxpayer shall not
exceed $1,000.

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

(b) Section 503(0{(2) of suz-% Code (relating to definitions; special
rules) is amended to read as follows :

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

“(A) before July 1,1976, or

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

(¢) The amendments made by this section with respect to Federal
welfare recipient employment incentive expenses paid or incurred by
the tazpayer 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.

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

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

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

Sec. 7. Section }(c) of Public Law 94-120 is amended to read as
follows :

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

And the Senate agree to the same.

That the House recede from its disagreement to the amendment of
the Senate to the title of the bill, and agree to the same.
Ar UrLLman,
James C. Corman,
C. B. RangEL,
F. Starg,
JoE D. WAGGONNER, Jr.,
Managers on the Part of the House.
RosseLL B. Long,
Vance Harrke,
A. RiBicorr,
W. F. MonpALE,
W. D. Haraaway,
M anagers on the Part of the Senate.



JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(3) Under the conference substitute, the credit is allowed only
with respect to wages paid after the date of enactment of the con-
ference substitute and before October 1, 1976.

A taxpayer who intends to claim the credit allowed by section 40
of the Internal Revenue Code of 1954 for the taxable year can, of
course, adjust his quarterly payments of estimated tax, or his with-
holding (in the case of an individual), to take account of the amount
of the credit he expects to claim.

The Senate amendment would permit State welfare agencies to
waive the Federal staffing requirements in the case of child care cen-
ters and group day care homes which meet State standards if the
children receiving federally funded care represent no more than 20
percent of the total number of children served (or, in the case of a
center, there are no more than 5 such children), provided that it is
infeasible to place the children receiving Federally funded care in
a fa,cilitf' which does meet the Federal requirements. The amendment
would also modify the limitations on the number of children who may
be cared for in a family day care home by providing that the family
day care mother’s own children not be counted unless they are under
age 6, This change would apply retroactive to October 1, 1975. The
conference substitute accepts the Senate amendment on a temporary
basis effective through September 30, 1976.

The Senate amendment added a provision making permanent cer-
tain modifications provided under P.L. 94-120 governing fundin,
of services for addicts and alcoholics. The provisions involved (whic
expired January 31, 1976) require that special confidentiality re-
quirements of the Comprehensive Alcohol Abuse Act be observed
with regard to addicts and alcoholics, clarify that the entire rehabili-
tative process must be considered in determining whether medical
services provided to addicts and alcoholics can be funded as an integral
part of a State social services program, and provide for funding of
a T-day detoxification period even though social services funding is
generally not available to persons in institutions. The conference sub-
stitute accepts the Senate amendment.

Ar, UrLman,

James C. CorMAN,

C. B. RaNGEL,

F. STark,

Joe D. WAGGONNER, JT.,
Managers on the Part of the House.

Russewr B. Lowe,

Vance HARTEE,

A. RBIcorr,

W. F. MoNDALE,

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