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

REPORT

together with
ADDITIONAL VIEWS

[To accompany H.R. 3434]

The Committee on Finance, to which was referred the bill (H.R.
3434) to amend the Social Security Act to make needed improvements
in the child welfare and social services programs, to strengthen and
improve the program of Federal support for foster care of needy and
dependent children, to establish a program of Federal support to
encourage adoptions of children with special needs, and for other
purposes, having considered the same, reports favorably thereon
with an amendment and an amendment to the title and recommends
that the bill as amended do pass.

I. Summary

ADOPTION ASSISTANCE, FOSTER CARE AND CHILD WELFARE
SERVICES

The committee amendment involves a major restructuring of
Social Security Act programs for the care of children who must be
removed from their own homes. In particular, the incentive structure
of present law is modified to lessen the emphasis on foster care place-
ment and to encourage greater efforts to find permanent homes for
children either by making it possible for them to return to their own
families or by placing them in adoptive homes.

Subsidized adoptions.-The Committee amendment provides for
a new subsidized adoption program with Federal matching. Under the

(1)



adoption subsidy program, a State would be responsible for deter-
mining which children in the State in foster care would be eligible for
adoption assistance because of special needs which have discouraged
their adoption. The State would have to find that any such child
would have been receiving AFDC but for the child's removal from the
home of his relatives; that the child cannot be returned to that home;
and that, after making a reasonable effort consistent with the child's
needs, the child has not been adopted without the offering of financial
assistance. The requirement of a search for a non-subsidized adoptive
family would not apply when such a search would be against the best
interests of the child, for example, where the child had -already
established significant emotional ties as a foster child of the potential
adoptive parents. Even in such cases, however, the State would have to
determine that it could not reasonably expect to place the child in the
absence of adoption assistance because of some specific factor or
condition which makes the child hard to place.

In the case of any child meeting these requirements, the State would
be able to offer adoption assistance to parents who adopt the child so
long as their income does not exceed 125 percent of the median income
of a family of four in the State, adjusted to reflect family size. The
agency administering the program could make exceptions to the in-
come limit where special circumstances in the family warrant adop-
tion assistance (such exceptions could not be made in more than 10
percent of the cases). The amount of the adoption assistance would be
agreed upon between the parents and the agency, could not exceed
the foster care maintenance payment that would be paid if the child
were in a foster family home, and could be readjusted by agreement
of the parents and the local agency to reflect any changed circum-
stances. Adoption assistance payments would not be paid (1) after the
child has attained the age of 18, or (2) for any period when the family
income rose above the specified limits. A child with a medical dis-
ability which existed at the time of the adoption would continue to be
covered under the medicaid program for treatment related to that
medical disability, or, at State option, for other conditions.

There would be no Federal matching for adoption subsidy agree-
ments beginning in fiscal year 1985 (though Federal matching for sub-
sidies under agreements entered into before then would continue to be
available). This would permit a review of the program by the Congress
before the end of the five-year trial period.

Where children are placed for adoption with assistance being pro-
vided under the new adoption assistance program, the nonrecurring
costs involved in the adoption proceedings would be eligible for fund-
ing as child welfare services under title IV-B.

Foster care grants.-Under present law open-ended Federal matching
is provided for foster care payments under aid to families with depend-
ent children if a child (1) meets State AFDC eligibility requirements
and (2) is removed from his home as a result of a judicial determina-
tion to the effect that continuation in the home would be contrary to
the welfare of such child.

Under the committee amendment a ceiling would be put on Federal
matching beginning in fiscal year 1980, set at 20 percent above the
1978 level, with a 10 percent annual increase thereafter through 1984.
In addition, for any year an alternative foster care grant ceiling would



be provided equal to each State's share of $100 million based on popu-
lation under age 18 in each of the States. This would provide some
additional room for program growth in those States which now have
disproportionately small foster care programs. (In States which have
disputed claims for Federal reimbursement in fiscal year 1978, the
ceiling and subsequent increases in the ceiling would be computed
on the basis of the State's claim for Federal reimbursement until the
disputed claim is resolved. From the date that the claim is resolved,
the ceiling would be based on the actual, finally determined Federal
reimbursement but there would be no retroactive application of this
final ceiling.) Amounts within each State's ceiling.not used for foster
care payments could be used for child welfare services, under the title
IV-B grant program. Under the committee amendment, Federal
matching for AFDC foster-care would be available only for children
placed in such care prior to October 1, 1984. This is consistent with
a similar provision under the adoption assistance program in the expec-
tation that legislation relating to both programs would be considered
prior to the end of this five-year period.

At the present time Federal funding of foster care maintenance
payments for children is available for children placed in foster care
homes and also for children placed in a "nonprofit private child care
institution." The committee amendment would broaden the provision
to allow for Federal funding of foster care maintenance payments for
children in public as well as private facilities, but only if the public
institution serves no more than 25 resident children. (This provision
would apply only to children placed in foster care for the first time
after enactment of the bill.) Federal foster care matching would not
be permitted under the committee amendment for care in a facility
operated primarily for the detention of children who are determined
to be delinquent.

The committee amendment incorporates, and requires renewed em-
phasis on, the provision of present law limiting Federal funding for
foster care in institutions to those items which are comparable to what
would be provided in a foster family home such as food, clothing,
shelter, personal needs and the costs of providing those items and of
supervising the children.

The committee amendment adds a requirement that States establish
goals as to the maximum number of children who will remain in foster
care after being in such care for more than 24 months and that, starting
October 1, 1981, efforts are made in each case to prevent the removal
of a child from his home or to make it possible for the child to be
returned to his own home.

Child welfare service grants.-The child welfare services program
under title IV-B of the Social Security Act provides a Federal con-
tribution to the costs of State programs to protect and promote the
welfare of children including the provision of services to enable children
to remain in their own homes, action to remove children from un-
suitable homes and place them in foster care homes or institutions,
and measures to place children in adoptive homes. Within the overall
Federal funding available, the Federal matching share ranges from
33% to 66% percent depending on State per capita income. (Because
of the relatively small amount of overall Federal funding which has
been available, however, the effective Federal matching has been much
smaller, about 7 percent nationally.) Under the committee amendment,



the Federal matching rate would be set at a flat 75 percent. Federal
grants for child welfare services above the present $56.5 million funding
level could not be used for foster care maintenance payments.

The committee amendment also adds a new section to the child
welfare services part of the law specifically permitting expenditures
for State tracking and information systems, individual case review
systems, services to reunite families or place children in adoption,
and procedures to protect the rights of natural parents, children and
foster parents. This would allow the Congress to designate that all
or part of any new funding (over and above the current $56.5 million
funding level, but within the overall $266 million now authorized) be
specifically for this new section. (This earmarking would be accom-
plished through the appropriations process and not as a part of the
authorizing statute.) State participation in this program would be
optional.

In the first two years for which funds are allotted to a State spe-
cifically for the new section, those funds could be used:

1. For conducting and completing an inventory of all children who
have been in foster care under the responsibility of the State for a
period of six months preceding the inventory, including determining
the appropriateness of and necessity for the current foster placement,
whether the child can or should be returned to its parents or should
be freed for adoption and the services necessary to facilitate either the
return of the child or the placement of the child for adoption. (In that
first year only, administrative expenses incurred for this purpose-and
the ]purposes specified in sections 2a and b below-insofar as children
receiving foster care under part E are involved could be funded under
that part without regard to the ceiling on foster care funding which
would otherwise apply.)

2. To design and develop:
a. A statewide information system concerning children in

foster care.
b. A case review system for each child in foster care under the

supervision of the State. (Such a system-if funded under thisnew section-would have to include procedures for assuring place-
ment in the least-restrictive setting and provision for an annual or
more frequent judicial or administrative review of: the appropri-
ateness of the placement, compliance with the case plan, and
prospects for returning the child home or placing him for adop-
tion. Within 24 months after the initial placement, each child
would have to receive a dispositional hearing by a court, tribal
court, or court-appointed or approved administrative body to
determine the future status of the child. The case review system
would also have to provide for procedural safeguards concerning
parental rights, the removal of a child from the home, changes in
placement, and visitation rights.)

c. A service program designed to help children remain with
their families and where appropriate help children return to
families from which they have been removed or be placed for
adoption or a legal guardianship.

When the inventory has been completed and the systems andprograms have been designed and developed, funding appropriated for
the new section could be used to operate the systems and programs



described in item 2. A State which already has an inventory of children
in foster care and has developed the specified systems and programs
could immediately use any funds which may be appropriated under the
new section.

The committee amendments also modifies the child welfare services
program so that it will operate on a "forward funding" basis. Under
this provision, amounts appropriated for the program after the enact-
ment of this legislation would become available for expenditure in the
fiscal year following the fiscal year to which the appropriation act
applies. This would give States advance knowledge of the amount of
funding available.

An additional element of the committee bill would authorize the
Secretary of Health, Education, and Welfare (to the extent he deter-
mines appropriate) to deal directly with recognized Indian Govern-
ment entities in making child welfare services grants under title IV-B.

PROVISIONS RELATING TO SOCIAL SERVICES

The committee amendment includes a number of amendments
affecting the social services program under title XX of the Social
Security Act.

Ceiling on Federalfunding.-Under present law, there is a permanent
ceiling on Federal matching for State social services programs of $2.5
billion annually. The committee amendment indexes this ceiling.
Under the indexing provision, the ceiling will rise to $2.7 billion in
fiscal year 1980 and $2.9 billion in fiscal 1981. Thereafter, the provision
will result in annual increments of $100 million until reaching a level of
$3.3 billion in fiscal year 1985. After reaching the $3.3 billion level,
the indexing provision would cease to operate unless extended by
subsequent legislation. The committee intends to review the question
of the ceiling level for fiscal year 1980 after the Congress completes
action on the Second Budget Resolution for that year.

Special allocation for child care services.-Under the committee
amendments, $200 million of the funds provided to the States in
fiscal years 1980 and 1981 would be available for child care services,
with no State matching requirement. This is an extension of authority
which has been in the law for the last 3 years.

Ceiling on training funds.-Under present law, funding for social
services training is available to the States on an open-ended entitle-
ment basis, with the Federal Government paying 75 percent of all
State expenditures. The committee amendment would establish a
limit, for one year (fiscal year 1980), on the amount of Federal match-
ing funds available to the States for training. Notwithstanding any
other provision of law, the limit for each State would be equal to four
percent of that State's 1980 allotment under the title XX funding
ceiling or the actual amount spent by the State in fiscal year 1979,
whichever is higher.

Use of private funds for training.-Under present law, donated pri-
vate funds used for title XX services must be donated to the State
without restrictions (1) as to use, other than restrictions as to the type
of donor who is not a sponsor or operator of a program to provide
these services, and (2) as to the geographic area in which the services
are to be provided. The committee amendment would permit the
acceptance by the State of restricted private matching funds for



training purposes in fiscal year 1980. The Department of Health,
Education, and Welfare would be required to monitor the States' use ofthese funds, and there would be a prohibition on their use for training
in proprietary facilities.

Mlutiyear planning.-The committee bill includes a provision under
which, beginning in fiscal year 1980, States would be permitted to use
either a one, two, or three year title XX program period, instead of the
annual plan required under present law. If the State elected a program
period of longer than one year, the State agency would have to publish
and make generally available such information concerning the program,
at such times as the Secretary may by regulation require.

Choice of fiscal year.-Present law allows the State to use the begin-
ning of the fiscal year of either the Federal Government or the Stategovernment as the beginning of the State's title XX planning year.The committee bill amends this provision to allow a State the alter-
native of choosing the fiscal year used by its local subdivisions.

Emergency shelterfor adult.-Present law allows funds to be used topay for up to 30 days of emergency shelter provided as a protective
service to a child. Beginning in fiscal year 1980, the committee amend-
ment provides that funds could be used for emergency shelter providedas a protective service to an adult in danger of physical or mentalinjury, neglect, maltreatment or exploitation. As is now provided underregulation for services for children, the shelter could be provided for
no more than 30 days in any 6-month period.

Entitlement for Puerto Rico, Guam, and the Virgin Islands.-Under
present law these jurisdictions receive an allotment for social services
from the amount that the States certify, at the beginning of the pro-
gram year, they will not need from their title XX formula allotmentsfor that year. There is a ceiling on the amount that can be made
available in any year of $15 million for Puerto Rico, and $500,000each for Guam and the Virgin Islands. The committee amendment
provides that, beginning in fiscal year 1980, a separate title XX en-
titlement amount would be established, as follows: Puerto Rico,$15 million; Guam and the Virgin Islands, $500,000; and the Northern
Marianas, $100,000.

Child support enforcement services for non-welfare families.-The childsupport enforcement program requires States to make available
services to both welfare and non-welfare families to assist in establish-
ing the paternity of children and in securing support from absentparents. The original legislation enacted in 1975 provided for 75
percent Federal matching of the costs incurred by the States in pro-
viding these services. In the case of welfare families, the Federalmatching provision was enacted in 1975 on a permanent basis while thematching for services to non-welfare families was provided onlythrough June 30, 1976. Because of the success of the child supportprogram in keeping families off welfare, Congress subsequently ex-tended the provision for Federal matching for services to nonwelfare
families through fiscal year 1977 and fiscal year 1978. During the last
Congress, legislation to make this matching permanent was passed bythe Senate on several occasions and also agreed to by the House ofRepresentatives as a part of legislation which, for other reasons, did
not reach enactment.

The committee amendment establishes this authority on a perma-nent basis retroactively to last October 1, 1978. This provision has



already been agreed to by the Senate this year as an amendment to
H.R. 3091, but has not yet been enacted.

Provisions relating to authority to hire welfare recipients as child care
workers.-The Committee amendment includes a number of provisions
which were approved earlier by the Senate as an amendment to H.R.
3091, but which have not yet been enacted. The amendment would
restore the authority of the States to use social services funds under
title XX to pay the costs of employing welfare recipients in child care
jobs. This authority was available in fiscal years 1977 and 1978. The
amendment would make this authority permanent, retroactive to
October 1, 1978. It would also make certain changes to conform and
better coordinate it with the provisions under which employers obtain
a tax credit for hiring welfare recipients. Specifically, the amendment
would:

1. extend the authority to use title XX funds to reimburse the
costs of hiring welfare recipients in child care jobs;

2. incorporate this authority as a permanent part of the basic
title XX statute;

3. increase the maximum per recipient annual combined tax
credit and title XX reimbursement from $5,000 to $6,000-the
same level of wages that is eligible for the new welfare recipient
tax credit;

4. make the payment and credit available for part-time as well
as full-time employment in child care jobs;

5. permit the credit to be computed on the basis of the full
wages including the part reimbursed under title XX-subject to
a maximum combined tax credit and title XX payment not to
exceed 100 percent of the first $6,000 of wages; and

6. make the tax credit coverage applicable to the period be-
tween the date it previously expired (October 1, 1978) and the
effective date of the new credit enacted last year (January 1, 1979).

Services to alcoholics and drug addicts.-The committee amendment
reinstates and makes permanent, retroactive to October 1, 1978,
temporary provisions of law relating to the use of title XX funds for
certain services to alcoholics and drug addicts. These temporary
provisions expired September 30, 1978. Title XX funds ordinarily
may only be used to provide health services if the services are an
integral, but subordinate, part of a social service. The law provides
also that funds may not used for services to persons in medical in-
stitutions. The amendment would make permanent those expired
provisions of law which permitted consideration of the entire re-
habilitative process in determining whether medical services provided
to addicts and alcoholics are an integral but subordinate part of a
social service. Also made permanent would be provisions allowing
funding for up to 7 days of detoxification services provided to alcohol-
ics and drug addicts in medical institutions, and provisions applying
the privacy protections of the Comprehensive Alcohol Abuse and
Alcoholism Prevention, Treatment, and Rehabilitation Act of 1970.
This provision has previously been approved by the Senate as an
amendment toH.R. 3091,

OTHER SOCIAL SECURITY ACT PROVISIONS

AFDC earnings disregard.-Under present law States are required,
in determining need for aid to families with dependent children, to
disregard the first $30 earned monthly by an adult, plus one-third of



additional earnings. Costs related to work-such as transportation,
child care, uniforms, and other items-are also deducted from earnings
in calculating the amount of the welfare benefit.

The committee amendment requires States to disregard the first $70
earned monthly by an individual plus 40 percent of additional earnings.
Child care expenses, subject to limitations prescribed by the Secre-
tary, would be deducted before computing an individual's earned
income. Other work expenses could not be deducted.

Incentive to report earnings.-When a State learns that a recipienthad unreported earned income in prior months, it must under present
law give him the benefit of all the earned income disregards providedby law in calculating the amount of the overpayment. Thus if arecipient is negligent in reporting his earnings even over a long periodof time, there is no penalty involved. The committee amendment
would provide an incentive to report income by specifying that therewould be no disregard of any earned income which the recipient has
not reported to the State agency.

Income of stepparents.-Under current law a stepparent's incomemay not be considered in calculating the benefit due a stepchild unlessthe stepparent is legally responsible for stepchildren under State law.Thus, in almost all States, families which include a stepparent mayreceive AFDC regardless of the amount of a stepparent's income.Under the committee amendment, States would be required to takeinto account that part of the unearned income plus 80 percent of theearned income of a stepparent which exceeds the sum of: (1) the Statestandard of need for a family of the same composition as the step-parent and his dependents who are not receiving welfare (that is, thosemembers of the household whom he claims as Federal personal incometax dependents but who are not in the AFDC recipient group); (2)amounts paid by him to dependents living elsewhere which are takeninto account for Federal personal income tax purposes; and (3) alimonyor child support payments made by him to persons not living in the
household.

Prorated shelter allowance when AFDC household includes ineligiblerelatives.-An AFDC household may include one or more memberswho are not actually considered a part of the AFDC eligibility group.For example, an uncle living with the family could be excluded fromthe AFDC computations since he is not legally responsible for thesupport of the other members of the household. In such a case, hisneeds would not be counted in determining the size of the grant andhis income would not be used to reduce the amount payable. AFDCstudies have shown that a substantial proportion of all AFDC house-holds include such ineligible relatives. The committee amendmentwould permit States, in computing the shelter cost component of theAFDC grant, to assume in effect that such an ineligible relative inthe AFDC household bears his proportionate share of the shelter ex-penses. This would be computed as follows: instead of applying theshelter allowance applicable to the actual AFDC eligibility group theState would use the larger shelter allowance that would apply to agroup including the AFDC unit and the ineligible relatives. Thatlarger allowance, however, would be reduced on a prorate basis inaccordance with the ratio of the number of AFDC eligibles to thetotal number of AFDC eligibles plus ineligible relatives. For example,if the household included 4 AFDC eligibles plus two ineligible rela-



tives and the shelter allowance for a 6-person family was $60, the
amount actually payable for shelter would be $40 (four-sixths of the
full allowance). The provision would apply only if the overall house-
hold income exceeded the State's AFDC standard of need for a
household of that size.

Services for disabled children.-The committee amendment provides
for the extension for an. additional 3 years of the special referral and
services program for disabled children who are receiving SSI benefits.
The program was enacted in 1976 and provided up to $30 million in
Federal funds to be allocated annually to the States on the basis of
the proportion of children under age 7 in the State. Without extending
legislation, the program will have expired as of September 30, 1979.

This program requires the referral by the Social Security Adminis-
tration of a disabled child under age 16 to a State agency which is
responsible for counseling disabled children and their families, and
for establishing an individual service plan for each child. Children
are to be referred to appropriate services, and agencies are required
to monitor the program to assure adherence to service plans.

Public assistance expenditures in Puerto Rico, Guam, and the Virgin
lslands.-Under existing law there is a dollar ceiling on Federal match-
ing for costs of cash assistance, administration and social services
provided under the programs of aid to families with dependent
children and aid to the aged, blind and disabled in the jurisdictionss
of Puerto Rico, Guam, and the Virgin Islands. The annual permanent
ceiling is $24 million for Puerto Rico, $1.1 million for Guam, and
$0.8 million for the Virgin Islands. These limits have been in effect
since 1972. In addition, these jurisdictions are limited to 50 percent
Federal matching, whereas the States may receive from 50 to 83 per-
cent Federal matching, depending on State per capita income.

For one year (fiscal year 1979), the overall ceiling was tripled to $78
million and the matching rate was increased to 75 percent by an
amendment to the Revenue Act of 1978 (Public Law 95-600). This
provision expires September 30, 1979, and the ceiling reverts to $26
million and the matching rate to 50 percent.

The committee amendment provides for a permanent extension of
the provisions which were included in Public Law 95-600 on a tem-
porary 1-year basis.

Limitation on Period for State Filing of Claims Under the Social
Security Act.-Current law does not set a time limit on State sub-
mission of claims under the welfare, Medicaid and social services
programs in the Social Security Act. The committee amendment
includes a provision under which the Social Security Act would be
amended effective October 1, 1981 to limit the period of retroactivity
for State claims to a full two years under the various titles of the Act
(that is, it would apply to expenditures for periods starting with fiscal
year 1980). However, the provision could not be interpreted so as to
limit Federal financial participation in cases involving court-ordered
retroactive payments or audit exceptions or adjustments to prior year
costs. The Secretary of Health, Education, and Welfare would be
able to waive the limitation in other circumstances where he deter-
mines there is good reason to do so. While this provision establishes a
time limitation on claiming reimbursement for expenditures for fiscal
1980 and subsequent years, in the view of the Committee it does not
authorize any change in the treatment of outstanding expenditures for



earlier years. The expenditures for such earlier years retain their status
as entitlement items for which the Federal Government is obligated
by statute to provide appropriate matching.

II. General Discussion of the Bill

A. ADOPTION ASSISTANCE, FOSTER CARE, AND CHILD WELFARE

(Title I of the Bill)

GENERAL APPROACH

Present law.-The title IV-A program, aid to families with de-
pendent children (AFDC), is primarily designed to provide aid to
needy children who are living in their own home-that is, a home
maintained by a parent or close relative-but who have been deprived
of ordinary parental support by reason of the death, incapacity, or
absence from the home of at least one parent. (States at their option
may also provide aid under this program to families in which the depri-
vation of support arises from the parent's unemployment.)

Since 1961, the AFDC program has also permitted Federal matching
for aid provided to children who are not in their own home, but
are in foster care. Such assistance is matched by the Federal Govern-
ment only in the case of children who would be eligible for AFDC had
they remained in their own home, but who have been removed from
the home as a result of judicial determination and placed in foster care.
Aid is available under this special AFDC foster care provision for
such children in foster family homes and also in nonprofit private foster
care institutions. As of January 1979, 104,108 children were being
assisted through the AFDC foster care program. (See table 14 for State-
by-State data.) The annual cost of this part of the AFDC program
was $351 million in fiscal year 1977, of which $183 million represented
the Federal share. (See table 1.)

According to HEW statistics, for the first 7 months of 1978, average
monthly costs for AFDC foster care per child per month were $346.
Broken out by type of placements, they averaged $259 in foster homes,
and $708 in institutions. (Tables 2-7 show data for foster care
programs by State.)

While the availability of Federal funding under the AFDC pro-
gram for foster care has significantly enhanced the ability of the
States to provide for the care of children who must be removed from
their own homes, concern has been expressed over the need for in-
creased efforts to move children out of foster care and into more per-
manent arrangements by reuniting them with their own families when
this is feasible, or by placing them in adoptive homes.

There have also been criticisms of the quality of foster care which
is being provided in many parts of the country under the AFDC
foster care program. An HEW audit report based on field inspections
between 1974 and 1976 found that in most of the 13 States covered by
the report there were significant weaknesses in program management
which had adverse effects on the types of care and services provided
to foster children. According to the report, the auditors found (1)
eleven instances involving problems with the licensing of foster care
facilities, (2) two instances involving the mixing of foster children with



delinquent children, (3) eight instances involving problems with the
preparation of plans of care, and (4) twelve instances involving the
eligibility of children for the AFDC foster care program. They found
atleast 14 other types of conditions which were considered detrimental
to the care of the children as well as the AFDC foster care program as
a whole.

A 1977 study conducted for HEW, the National Study of Social
Services to Children and Their Families, found that of all children in
foster care, almost 400,000 were living in foster family homes, 12,000
were in public group homes, and 23,000 in private group homes. Almost
30,000 were in residential treatment centers and 43,000 were in public
and private child care institutions. The National Study also found
that two and one-half years was the median length of time all children
in foster care had spent in care. It found that 38 percent of all children
in foster care had been in placement for more than 2 years.

Most States (44 plus the District of Columbia) have adopted laws
governing adoption programs, including the provision of subsidies to
assist parents who adopt children with special needs. However, in
some States, these laws have not yet been implemented. Several States,
including California, Illinois, Maryland, Minnesota, and New York
have been conducting programs for about the last 10 years. According
to a study by the General Accounting Office, about 18,000 subsidized
adoption placements have been made in the last 10 years. In fiscal
year 1977, 41 States granted subsidies and nine of those States granted
more than 100 new placement subsidies. Both maintenance and
medical assistance for children with special needs are included in the
laws of 43 of the 45 States that have them. One State provides only
medical assistance, and one provides only maintenance assistance.

State activities in the areas of foster care and adoptions are not
now closely monitored by the Federal Government. The child welfare
services program under title IV-B of the Social Security Act provides
a relatively small Federal contribution to the costs of State programs
to protect and promote the welfare of children, including the provision
of services to enable children to remain in their own homes, action to
remove children from unsuitable homes and place them in foster care
homes or institutions, and measures to place children in adoptive
homes. Title TV-B authorizes annual appropriations of up to $266
million for child welfare services but the appropriation has never ex-
ceeded $56.5 million, or about 21 percent of the amount currently
authorized. It is estimated by HEW that combined State and Federal
expenditures reported under the title IV-B program will be about
$800 million in fiscal year 1979, with State and local funds representing
about 93 percent of that total amount. (See tables 9 and 10.) In
addition, in fiscal year 1978, approximately $300 million in Federal
title XX funds were spent for protective services provided to children
and families.

Most of the expenditures reported by States under the title IV-B
program are used to provide foster care, including income main-
tenance for children who are ineligible for foster care under the Aid to
Families with Dependent Children (AFDC) program (title IV-A).
According to HEW statistics, in 1979 about 3 percent of the total
Federal, State, and local funding under IV-B was used for adoption
services, 8 percent for day care, 73 percent for foster care, 8 percent
for protective services, and the remainder for a variety of other child
welfare services. (See table 10.)



Committee bill.-The committee believes that the authority in the
law now to provide assistance to children in foster care has been of
significant benefit to children over the years since it was originally
enacted in 1961. However, the committee agrees that it would be
appropriate and desirable at this time to modify the law in a way
which will deemphasize the use of foster care and encourage greater
efforts to place children in permanent homes. For this reason, the
committee has made certain changes in the foster care provisions and
has also adopted a new program of federally aided adoption assistance
for children who would otherwise continue in foster care receiving
benefits under the AFDC foster care provisions.

Under the committee bill, States would be required to establish
goals as to the maximum number of children who will remain in
foster care for in excess of 24 months. The bill would also make a
distinction for funding purposes between adoption assistance and
foster care payments to children eligible for AFDC. A ceiling would
be placed on foster care payments beginning in fiscal year 1980 at 20percent above the fiscal year 1978 expenditure level for foster care,
with a 10-percent annual increase allowed through fiscal year 1984.
(A higher ceiling would be provided for States with disproportionately
small foster care programs in fiscal year 1978.) Federal matching would
not be broadened to include cases without judicial determination,
but would include care in public institutions caring for 25 or fewer
children. The new adoption assistance program would be open ended.
There would be no Federal matching for new adoption subsidy agree-
ments for new foster care placements beginning in fiscal year 1985
so that the program could be reviewed by the Congress before the end
of the trial period. Prior to that time, the Secretary of Health, Educa-
tion and Welfare would be required to undertake and complete a
study of foster care and adoption assistance under the new provisions.

A new section would be added to the child welfare services program
specifically permitting expenditures for State tracking and informa-
tion systems, individual case review systems, services to reunite
families or place children in adoption, and procedures to protect the
rights of natural parents, children and foster parents. The provision
would allow the Congress to designate any new funding-over and
above the current $56.5 million funding level, but within the overall
$266 million now authorized-to be used specifically for this new sec-
tion. This earmarking would be accomplished through the appropria-
tions process and not as a part of the authorizing statute. State par-
ticipation in this program would be optional. Funding for this program
would be changed to a forward funding basis under which appropria-
tions are made a year in advance of expenditures.

The Federal matching rate for the child welfare services program
would be set at a flat 75 percent-unlike the range of from 33% to66% percent under present law. In addition, any additional funds
appropriated for child welfare services-above the present funding
level of $56.5 million-could not be used for foster care maintenance
payments.

ADOPTION ASSISTANCE

(Sections 101(a) and 102 of the Bill)

Present law.-Under present law there is no Federal matching for
adoption subsidies under the program of aid to families with dependent



children. However, Federal funds for child welfare services may,
among other things, be used for adoption subsidies. Forty-four States
and jurisdictions now have adoption subsidy programs.

Although State adoption subsidy programs have in most cases been
in existence for a relatively brief period, State officials involved in
these programs are convinced of their value in finding permanent
homes for hard-to-place children. The committee has received testi-
mony on the importance of adoption subsidies in ending the current
practice of leaving such children in foster care indefinitely.

Committee bill.-The committee bill would establish a new adoption
assistance program (under a new part E of title IV of the Social
Security Act) with Federal matching on the same basis as under the
medicaid program. Under the adoption assistance program, a State
would be responsible for determining which children in the State
would be eligible for adoption assistance because of special needs
which have discouraged their adoption. The State would have to
find that any such child would have been receiving AFDC but for
the child's removal from the home of his relatives; that the child
cannot be returned to that home; and that, after making a reasonable
effort consistent with the child's needs, the child has not been adopted
without the offering of financial assistance. A search for a nonsubsi-
dized adoptive family would not be required when such a search
would be against the best interests of the child, for example, where
the child had already established significant emotional ties as a foster
child of the potential adoptive parents. Even in such cases, however,
the State would have to determine that it could not reasonably ex-
pect to place the child in the absence of adoption assistance because
of some specific factor or condition which makes the child hard to
place. The determination could be based .on such factors as a physical
or emotional handicap, the need to place members of a sibling group
with a single adoptive family, difficulty in placing children of certain
ages or ethnic backgrounds, or similar factors or combinations of
factors. Each State would be responsible for deciding which factors
would ordinarily result in making it difficult to place certain children
in adoptive homes. The committee expects, however, that the Depart-
ment will sufficiently monitor this program to assure that bona fide
determinations are being made on the basis of specific factors and
that children are not being routinely classified as "hard-to-place."

If the State determines that adoption assistance is needed, it would
be able to offer such assistance to parents who adopt the child, so
long as their income does not exceed 125 percent of the median in-
come of a family of four in the State, adjusted to reflect family size.
The agency administering the program could make exceptions to the
income limit where special circumstances in the family warrant
adoption assistance (but not to exceed 10 percent of the State's adop-
tion assistance cases). The amount of the adoption assistance would be
agreed upon between the parents and the agency, could not exceed the
foster care maintenance payment that would be paid if the child were
in a foster family home, and could be readjusted by agreement of the
parents and the local agency to reflect any changed circumstances.
Adoption assistance payments would not be paid: (1) after the child
has attained the age of 18; or (2) for any period when the family in-
come rose above the specified limits. A child with a medical disability
which existed at the time of the adoption would continue to be covered



under the medicaid program for treatment related to that medical
disability. States would be permitted if they wish, to make an adopted
child with a preexisting medical condition eligible for treatment under
medicaid for other medical conditions as well.

There would be no Federal matching for adoption subsidy agree-
ments beginning in fiscal year 1985-though Federal matching for
subsidies under agreements entered into before then would continue
to be available. This would permit a review of the program by the
Congress before the end of the 5-year trial period.

Where children are placed for adoption with assistance being pro-
vided under the new adoption assistance program, the nonrecurring
costs involved in the adoption proceedings would be eligible for fund-
ing as child welfare services under title IV-B.

FOSTER CARE GRANTS

(Sections 101 (a) and 102 of the Bill)

Present law.-Under present law open-ended Federal matching is
provided for foster care payments under aid to families with de-
pendent children if a child (1) meets State AFDC eligibility require-
ments, and (2) is removed from his home "as a result of a judicial
determination to the effect that continuation therein would be con-
trary to the welfare of such child". AFDC foster care payments
totalled $351 million in fiscal year 1977 with a Federal share of $183
million (52 percent). Table 1 shows these amounts by State.

Committee bill.-The committee believes that it would be appro-priate in light of its desire to emphasize more permanent placement to
convert the foster care program into a closed end authority. States
have had over 17 years in which to utilize this program and develop its
potentials. The committee provision accordingly would use the State's
fiscal year 1978 expenditures under the program as a base allowing
for further expansion under an indexing provision which would result
in an increase of 20 percent in fiscal 1980 and 10 percent per year in
each of the next 4 years-through 1984. (Under the committee bill, the
ceiling would not be indexed further as of fiscal year 1985. However,
before that year, Congress would have had an opportunity to review
the appropriate level of funding inasmuch as additional legislation will
be required to continue the program for placements made after the
end of fiscal 1984.) The committee believes that this allows ample room
for reasonable growth in this program over the next few years while
measures designed to move children out of foster care into more per-
manent situations, that is, back into their own families or into adop-
tive homes, are being developed and implemented with the additional
funding expected to be made available under the title IV-B child wel-
fare services program. As a further incentive for emphasizing per-
manent placements, the funds available to each State within its new
foster care ceiling could under the committee provision be used alter-
natively for child welfare services under title IV-B to the extent that
the State does not need its full ceiling for foster care purposes. In
addition, for any year an alternative foster care grant ceiling would be
provided equal to each State's share of $100 million based on popula-
tion under age 18 in each of the States. This would provide some
additional room for program growth in those States which now have



disproportionately small foster care programs. Table 8 shows the
distribution of the $100 million alternative amount.

In establishing a ceiling on foster care funding, the committee
recognizes that certain expenditures are currently in dispute. The bill
provides, accordingly, that the fiscal year 1978 base and subsequent
year increments to that base-through 1984-will count the amounts
in dispute until such time as the Secretary of HEW has reached a
final determination as to whether or not those amounts are property
chargeable as AFDC foster care expenditures. When such a final
determination has been made, the State's foster care funding ceiling
will be readjusted to conform to that determination. However, amounts
payable to the State prior to the date of that determination will not

e considered to be in excess of the ceiling as a result of the readjust-
ment of the base.

In reviewing the need for legislation related to foster care, the com-
mittee has noted that the available statistical data on AFDC foster
care indicates widely varying cost.

Data provided by the Department of Health, Education, and Wel-
fare indicate that in the first 6 months of 1978 (January-June), the
average cost of AFDC foster care per child varied from $764 a month
in the highest paying State to $79 a month in the lowest. To a certain
extent, the variations among the States reflect the varying degrees
of use of institutional care, which is generally considerably more
costly than care in a foster home. However, the committee also under-
stands that there is at the present time general confusion about what
can be called a foster care maintenance payment. The committee bill
thus provides a specific definition to apply to foster care payments.
The term is defined as payments to cover the cost of (and the cost
of providing) food, clothing, shelter, daily supervision, school supplies,
personal incidentals, liability insurance for the child, and reasonable
travel to the child's home for visits. In the case of institutional care,
the term includes the reasonable costs of administration and operation
of the institution as are necessary to the provision of the items listed
above.

The House bill would eliminate a requirement of present law under
which Federal matching for AFDC foster care is available only in
cases where the child's removal from his own home and placement
in foster care has been accomplished through a judicial determination
that such action is in the child's best interests. The committee amend-
ment does not include this provision of the House bill but rather
strengthens the existing law provision by requiring that the judicial
finding also involve the question of whether efforts have been made
to make it possible for the child to remain in (or return' to) his own
home. A major reason for the enactment of legislation dealing with
these programs is the evidence that many foster care placements may
be inappropriate and that this situation may exist at least in part
because Federal law is now structured to provide stronger incentives
for the use of foster care than for attempts to provide permanent
placements. The committee feels that the elimination of the require-
ment for judicial determinations would be directly contrary to the
purposes of the legislation in that it would move in the direction of
providing additional incentives for States to choose foster care place-
ments over the more difficult task of returning children to their own
homes or placing them in adoptive homes. Moreover, such a change



would eliminate an important safeguard against inappropriate agency
action. The committee is aware of allegations that the judicial deter-
mination requirement can become a mere pro forma exercise in paper
shuffling to obtain Federal funding. While this could occur in some
instances, the committee is unwilling to accept as a general proposition
that the judiciaries of the States would so lightly treat a responsibility
placed upon them by Federal statute for the protection of children.
The committee notes that the existing law is written in such a way that
emergency placements in foster care can be made and subsequently
ratified by judicial determination without losing eligibility for AFDC
matching after the determination has been made.

At the present time Federal funding of foster care maintenance
payments for children is available for children placed in foster care
homes and also for children placed in a nonprofit private child care
institution. The committee bill would broaden the provision to allow
for Federal funding of foster care maintenance payments for children
in public as well as private facilities, but only if the public institution
serves no more than 25 resident children. While the committee recog-
nizes that this change in the law does somewhat expand the foster care
authority of the law contrary to the committee's overall goal of de-
emphasizing foster care, the committee believes that such a change is
important in order to encourage States to develop less intensive forms
of institutional foster care. In other words, it is the intent of the com-
mittee that this authority be used by the States to make it possible to
move children from large, highly institutionalized private institutions
into smaller institutions which more nearly approximate the atmos-
phere of a home. Funding under this provision will not be available
or children who are already in public institutions of this type, but only

for those placed in such foster care after the enactment of the bill. Be-
cause the intent of this provision is to encourage the development and
utilization of group home care, the committee expects that the admin-
istration will closely monitor claims for reimbursement under this
authority to assure that payments are not made with respect to care in
large institutions which have made superficial changes, such as the
establishment of a "group home" wing within a larger institution. The
committee intends that only institutions which are clearly and defi-
nitely separate entities serving 25 or fewer children will be covered by
the provision. No Federal matching will be available under this pro -
vision for care provided in a detention facility, forestry camp, train-
ing school, or any other facility operated primarily for the detention
of children who are determined to be delinquent.

The committee believes that the combination of an open-ended
adoption assistance program and a closed-end foster care program
represents an important restructuring of Federal incentives toward
permanent placement of children. At the same time, the committee
recognizes that substantial progress in this direction cannot be
achieved by Federal fiat but can come about only through concerted
effort and commitment on the part of State and local governments
which have primary responsibility for carrying out these programs.
Nevertheless, the committee believes that an important first step
which can be required is the establishment of goals as to the maximum



number of children who will be in foster care for an extended period of
time. Accordingly, the bill would require each State to establish by
law goals for each fiscal year starting with fiscal year 1983 as to the max-
imum number of children who at any time during that year will have
been in foster care for over 24 months. Each State plan will be re-
quired to describe the steps which will be taken by the State to
achieve those goals. These requirements should help focus attention
on the problem while at the same time providing a yardstick against
which progress can be measured and a realistic assessment of what
can be accomplished in these areas.

As' indicated above, the committee bill provides for both the adop-
tion assistance and foster care programs to terminate (insofar as new
placements are concerned) on October 1, 1984. This provision assures
that legislation in these areas will be considered before that date.
The bill includes a requirement that the Secretary of Health, Educa-
tion, and- Welfare undertake a study of how these programs operate
and report back to the Congress by October 1, 1983 with his findings
and recommendations.

CHILD WELFARE SERVICES (TITLE IV-B)

(Sections 101(b) and 103 of the Bill)

Present law.-The child welfare services program under title IV-B
of the Social Security Act provides a relatively small Federal contri-
bution to the costs of State programs to protect and promote the wel-
fare of children including the provision of services to enable children
to remain in their own homes, action to remove children from unsuit-
able homes and place them in foster care homes or institutions, and
measures to place children in adoptive homes. Title IV-B authorizes
annual appropriations of up to $266 million for child welfare services
but the appropriation has never exceeded $56.5 million. Total costs of
operating these programs actually amounted to approximately $800
million in fiscal year 1977. The various categories of expenditures are
shown in table 10.

Committee bil.-The committee bill would retain the provision of
present law which authorizes an appropriation of $266 million an-
nually for child welfare services, but would increase the Federal
matching rate for the program to a flat 75 percent-unlike the range
of from 33% to 66% percent under present law. So that additional
Federal funds which the committee recommends be appropriated in
future years are not simply used to replace State funds for foster care
to children not eligible for AFDC, the committee bill provides that any
additional funds appropriated for child welfare services-above the
present funding level of $56.5 million-may not be used for foster
care maintenance payments. Foster care maintenance payments above
that level could, however, be used toward meeting the 25-percent non-
Federal share of the program.

The committee believes that, by limiting the use of child welfare
funds for foster care to the existing level of funding, the concern that
new Federal funds Will not result in new services to children will be



substantially allayed. It expects that appropriations levels will be in-
creased in future years up to the full existing authorization levels
with full confidence that the States will use the money in ways which
best serve the needs of children. At the same time, the committee recog-
nizes that concerns have been expressed over the need for increased
accountability in the care of children who suffer from various forms of
neglect. For this reason, the committee would retain the basic nature of
the child welfare services program as one which is subject to annual
review through the appropriations process. In addition, the committee
would enable the administration to request that any new funds for the
program be earmarked for use in accord with the procedures which the
administration has proposed as a way to increase accountability in the
program.

To enable States to plan for this program in an atmosphere of cer-
tainty as to the funding that will be available, the committee bill
would shift the program to a forward funding basis. Under this
approach, all appropriations made after the date of enactment of this
legislation would become first available for expenditure in the fiscal
year following the fiscal year to which the appropriation act applies.
Thus, the $56.5 million already included in the 1980 Labor-HEW
Appropriations Act would be available for 1980 expenditures. That
amount, plus any increase, would have to be included in a 1980 sup-plemental and would become available for expenditure in fiscal 1981.

The committee bill would add a new section to the child welfare
services part of the law specifically permitting expenditures for State
tracking and information systems, individual case review systems,
services to reunite families or place children in adoption, and proce-
dures to protect the rights of natural parents, children and foster par-ents. This would allow the Congress to designate that any new fund-
ing-over and above the current $56.5 million funding level, but
within the overall $266 million now authorized-be specifically for
this new section. (This earmarking would be accomplished through
the appropriations process and not as a part of the authorizing statute.)
State participation in this part of the program would be optional.

In the first year for which funds are allotted to a State specifically
for the new section those funds could be used:

1. For conducting and completing an inventory of all children who
have been in foster care under the, responsibility of the State for aperiod of 6 months preceding the inventory, including determining
the appropriateness of and necessity for the current foster placement,
whether the child can or should be returned to its parents or shouldbe freed for adoption or legal guardianship and the services necessary
to facilitate either the return of the child or the placement of the child
for adoption.

2. To design and develop:
(a) A statewide information system concerning children in

foster care.
(b) A case review system for each child in foster care under thesupervision of the State. (Such a system-if funded under this

new section-would have to include procedures for assuring
placement in the least-restrictive setting and provision for an



annual or more frequent judicial or administrative review of: the
appropriateness of the placement, compliance with the case plan,
and prospects for returning the child home or placing him for
adoption. Within 24 months after the initial placement, each
child would have to receive a dispositional hearing by a court,
tribal court, or court-appointed or approved administrative body
to determine the future status of the child. The case review
system would also have to provide for procedural safeguards
concerning parental rights, the removal of a child from the home,
changes in placement, and visitation rights.)

(c) A service program designed to help children remain with
their families and where appropriate help children return to fam-

ilies from which they have been removed or be placed for adoption
or a legal guardianship.

(In that first year only, administrative expenses incurred for con-

ducting the inventory and for designing the information and case re-

view systems-insofar as children receiving foster care under part E

are involved-could be funded under that part without regard to the

ceiling on foster care funding which would otherwise apply. This

authority applies only to administrative costs which otherwise qualify

for part E matching.)
When the inventory has been completed and the systems and pro-

grams have been designed and developed, funding appropriated for

the new section could be used to operate the systems and programs

described in item 2. A State which already has an inventory o? chil-

dren in foster care and has developed the specified systems and pro-

grams could immediately use any funds which may be appropriated

under the new section.
An additional element of the committee bill would authorize the

Secretary of Health, Education, and Welfare-to the extent he deter-

mines appropriate-to deal directly with recognized Indian govern-

mental entities in making child welfare services grants under title

IV-B.
The committee bill also requires States to provide statistical in-

formation on foster care and adoptions which would be published by

the Secretary of HEW. Grants for child welfare services could be

used to comply with the statistical reporting required by the bill.

The committee bill differs in a number of respects from the House

provisions related to foster care, adoption assistance and child welfare

services. The following pages compare present law, the committee

bill, and the House bill.



I. FOSTER CARE AND ADOPTION ASSISTANCE

H.&. 3434 as reported by the
Finance Committee

1. General Description

HR. 3434, as passed by the House

Title IV-A of the Social Security Act
provides Federal matching for State pay-
ments for foster care. There is no pro-
vision for matching for adoption assistance
payments. States are required to make
foster care payments as part of their AFDC
program, and the State plan requirements
that apply to AFDC are generally also ap-
plicable to AFIDC-foster care. These include
requirements relating to administration,
personnel standards, reporting, privacy,
benefit standards, and others.

Removes the authorization for matching
of AFDC-foster care payments under IV-A
and creates a new part E of title IV, "Fed-
eral Payments for Adoption Assistance and
Foster Care." The new part E specifies
that in order for a State to be eligible for
payments it must have a plan approved by
the Secretary which provides that the
agency responsible for administering the
IV-B child welfare program shall adminis-
ter the new program; that the State shall
arrange a periodic independent audit of
this program and the program under IV-B
at least every 3 years; and that there be
plan requirements relating to administra-
tion, personnel standards, reporting, pri-
vacy, benefit standards, and others.

Also adds the requirement that the State
plan provide specific goals to be estab-
lished by the State for each fiscal year,
stating the maximum number of children
who will remain in foster care during that
year (after having been in such care more
than 24 months), and a description of the
steps to be taken to achieve the State
goals; and that, effective October 1, 1981, in
each case, reasonable efforts will be made
prior to the placement of a child in foster
care to prevent the removal of the child
from his home, and to make it possible
for the child to return to his home.

Retains present law provisions for Fed-
eral matching of foster care under title
IV-A, with amendments. Adds a new sec-
tion providing for Federal matching of
adoption assistance, and requiring that
States establish an adoption assistance
program.

Current Law



2. Requirements for Children Eligible for Foster Care Payments

Authorizes Federal matching for foster
care maintenance payments for a child (1)
who has been removed from the home of
a relative and placed in a foster family
home or child care institution as a result
of a judicial determination that continua-
tion in the home would be contrary to the
child's welfare, and (2) who received
AFDC during the month in which court
proceedings were initiated or was eligible
to receive AFDC in that month or within
6 months prior to that time.

The State plan must provide for a case
plan for each child (with periodic review
of the necessity of the child's being in fos-
ter care) to assure that the child receives
proper care and that services are provided
to improve the home from which the child
was removed or make possible his being
placed in the home of relative.

Generally the same as present law. Removes the limitation that only chil-
dren who have been placed in foster care
as the result of a judicial determination
may receive foster care payments. Allows
Federal matching for children who have
been removed from the home pursuant to
a voluntary placement agreement, but only
after the Secretary of HEW has deter-
mined that a State has in place the protec-
tions and procedures required under sec-
tion 424 of H.R. 3434. (See the description
of such special protections under the de-
scription of child welfare services.)

Also provides that a child who was
voluntarily removed from the home prior I-'
to enactment of the bill without a judicial
determination would upon enactment, be-
come eligible for federally matched foster
care payments in the future, but only if
(1) the State had implemented the protec-
tions and procedures referred to above, and
(2) a written individualized case plan had
been prepared and reviewed according to
specified procedures.



I. FOSTER CARE AND ADOPTION ASSISTANCE-Continued

H.R. 3434 as reported by the
Finance Committee

MR. 3434, as passed by the House

3. Foster Care Maintenance Payments to Children in Homes and Institutions

Authorizes matching for maintenance
payments made to children who are living
in foster family homes and in nonprofit pri-
vate child care institutions.

Also allows matching for maintenance
payments made to children in public insti-
tutions which accommodate no more than
25 children, (but not including detention
facilities, forestry camps, training schools,
or any other facilities operated primarily
for the detention of children who are de-
termined to be delinquent). The change ap-
plies only to children placed in qualified
public institutions after the date of en-
actment.

Same as Finance Committee bill, except
that it also applies to children already in
such institutions on the date of enactment.

4. Medicaid Coverage for Children in Foster Care

Children receiving AFDC-foster care are
eligible for medicaid.

Provides that children receiving pay-
ments under the new IV-E program shall
be deemed to be receiving AFDC and there-
fore eligible for medicaid.

Current Law

Current law.



5. Eligibility for Adoption Assistance

No provision.
Same as Finance Committee bill but

without requirement that the child must
have been removed from the home as the
result of judicial determination. Allows
payments in the case of children who have
been placed in foster care as the result of
a voluntary agreement. In addition, allows
adoption assistance payments for SSI-eli-
gible children.

No limit on income of the adopting
family.

Authorizes matching for payments to
parents who adopt a child with special
needs who meets the same eligibility re-
quirements as are required for foster care
(including the requirement that the child
must have been removed from the home as
the result of judicial determination).

Parents may be eligible for adoption as-
sistance only if, at the time of adoption,
their income does not exceed 125 percent
of the median income of a family of four
in the State (adjusted for family size after
adoption). However, parents with income
in excess of this amount may be eligible
if the administering agency determines
that there are special circumstances (as
defined by the Secretary) in the family
which warrant assistance payments. Such
a determination can be made in no more
than 10 percent of the State's adoption
assistance cases.

Persons with whom a child is placed
pursuant to an interlocutory decree are
also eligible for adoption assistance pay-
ments.

Same as Finance Committee bill.



I. FOSTER CARE AND ADOPTION ASSISTANCE-Continued

H.R. 3434 as reported by the
Finance Committee

H. 3434, as passed by the Houe

6. Amount of Adoption Assistance Payable

The amount of the payments is to be de-
termined through agreement between the
parents and the agency, taking into con-
sideration the circumstances of the adopt-
ing parents and the needs of the child being
adopted, and may be readjusted periodi-
cally, depending on changes in circum-
stances.

The amount of the payment may not ex-
ceed the foster care maintenance payment
which would have been paid during the
period if the child had been in a foster
family home.

Same as Finance Committte bill.

Same as Finance Committte bill.

7. Definition of Child with Special Needs

A child may not be considered a child
with special needs unless the agency has
determined that the child cannot or should
not be returned to his home; the State de-
termines that there exists with respect to
the child a specific factor or condition be-
cause of which it is reasonable to conclude
that the child cannot be placed without
providing adoption assistance; and that a
reasonable but unsuccessful effort has been
made to place the child without providing
assistance.

A child may not be considered a child
with special needs unless the agency de-
termines that the child cannot or should
not be returned to his biological family;
that the child is difficult to place because
of his ethnic background, age, membership
in a minority or sibling group, or the pres-
ence of factors such as medical conditions
or physical, mental, or emotional handi-
caps; and that a reasonable but unsuccess-
ful effort has been made to place the child
without providing assistance.

Current Law

No provision.



8. Special Limits on Adoption Assistance

No provision. No provision.

Same as Finance Committee bill, ex-
cept payments may continue to age 21 if
the State determines that the child has a
mental or physical handicap which war-
rents the continuation of assistance.

No payment may be made to parents for
any child if the State determines that the
child is no longer receiving any support
from the parents.

Same as Finance Committee bill.

No payment may be made to parents for
any month in a year following a year in
which the income of the parents exceeds
eligibility levels (125 percent of median
family income in the State) unless the
agency determines there are special cir-
cumstances in the family which warrant
payments.

No payment may be made to parents
for any child who has reached age 18.

No payment may be made to parents for
any child if the State determines that the
parents are no longer legally responsible
for the support of the child or if the State
determines that the child is no longer re-
ceiving any support from the parents.

Parents must keep the agency informed
of circumstances which would make them
ineligible for payments or eligible for pay-
ments in a different amount.



I. FOSTER CARE AND ADOPTION ASSISTANCE-Continued

H.R. 3434 as reported by the
Finance Committee

H.R. 3434, as passed by the House

9. Medicaid Coverage for Children Receiving Adoption Assistance

No provision. Until an adopted child is 18, he will re- Makes children who are receiving adop-
tain eligibility for medical assistance with tion assistance fully eligible for medicaidrespect to any medical condition which was on the same basis as children who are re-
in existence at the time he was adopted. ceiving AFDC.
States have the option of providing full
medicaid eligibility.

10. Federal Matching for Foster Care and Adoption Assistance

(a) FOSTER CARE

States receive Federal matching for Provides that States providing foster Current law.AFDC foster care payments on the same care maintenance payments shall receive
basis as matching for regular AFDC pay- Federal matching under the medicaidments. They may use alternative formulas matching formula. Limits matching to chil-
(1) the AFDC formula, which is used by dren who were placed in foster care prior
only 4 States, or (2) the medicaid formula, to October 1, 1984.

(b) ADOPTION ASSISTANCE

There is no matching for payments in Provides that States providing adoption Provides the same matching for adoptionbehalf of children receiving adoption as- assistance payments shall receive Federal assistance payments as is available undersistance. matching under the medicaid formula, but current law for children receiving AFDC
only for adoption assistance agreements foster care.
entered into before October 1, 1984.

Current Law



(C) CEILING ON FEDERAL MATCHING FOR FOSTER CARE; USE OF EXCESS FUNDS FOR CHILD WELFARE SERVICES

No provision. Matching is open-ended on
an entitlement basis.

Establishes a ceiling on Federal foster
care funding. The State's fiscal year 1978
expenditures for foster care would be the
base. The first year in which the ceiling
would apply is fiscal year 1980.

Under an indexing provision, the 1980
ceiling would be 120 percent of the 1978
base; each of the next four fiscal years
would be 110 percent of the preceding
year. To provide room for growth in States
with small programs an alternative ceiling
would be provided equal to each State's
share of $100 million based on State popu-
lation under age 18. The amendment does
not specify a ceiling for years after 1985
inasmuch as further legislation would be
required to continue funding of foster care
for children placed in such care after Sep-
tember 30, 1984.

In determining a State's 1978 base, any
amounts claimed by the State that are in
dispute would be included in the base until
the beginning of the fiscal year immedi-
ately following the fiscal year in which
the dispute is resolved.

Current law. Provides no ceiling on fos-
ter care matching funds.

States that did not use their full allot-
ment for foster care could use excess funds
for IV-B child welfare services.



II. CHILD WELFARE SERVICES-TITLE IV-B

H.R. 3434 as reported by the
Finance Committee HR. 3434, as passed by the House

1. Authorization of Appropriations and Use of Funds

Authorizes up to $266,000,000 annually,
subject to appropriation, to enable States
to provide a wide range of child welfare
services and foster care payments. Appro-
)riation for fiscal year 1979 is $56.5 million.

Current law.
Provides also, that if in any year an ap-

propriation act provides for funding in ex-
cess of the current $56.5 million amount,
the appropriation act may set aside the
amount of any excess to be used only (1)
in the first year, for the purpose of conduct-
ing an inventory of children in foster care
for 6 months; determining the appropriate-
ness of the current foster placement, and
the services necessary to facilitate the re-
turn of the child to his home or the place-
ment of the child for adoption or legal
guardianship; and designing and develop-
ing a state-wide information system, case
review system, and service program for
children in foster care, (2) in any follow-
ing fiscal year, for the imtplementation and
operation of the information and care re-
view systems, and service programs, re-
ferred to above. If a State has completed
all the activities referred to in (1) above,
any amounts available to it in any fiscal
year in excess of the $56.5 million appro-
priation may be used for the purposes de-
scribed in (2).

States that did not use their full allot-
ment for foster care could use excess funds
for IV-B child welfare services.

See. 201 of bill authorizes $266,000,-
000 annually to be available to the States
on an entitlement basis. However, sec. 402
of the bill provides that, notwithstanding
any other provision of the Act, no pay-
ments shall be effective except to the ex-
tent provided in appropriation acts.

Provides that new funds, above the $56.5
million appropriated in fiscal year 1979,
would be made available to the States in
two allotments:

(1) First allotment: Beginning in fiscal
year 1980, 40 percent of new IV-B funds
($84 million if that sum is appropriated, a
lesser amount if so provided under the ap-
propriation Act) would be available to
States to enable them to improve their
services and to complete case reviews of all
children in foster care. In order to con-
tinue receiving its share of the first allot-
ment for years after fiscal year 1981, a
State would have to have in place all the
foster care safeguards, procedures, and
services (except the preplacement preven-
tive services) required under section 424
of the Social Security Act as amended by
H.R. 3434 (summarized below).

Current law



Requires that a State case review system
referred to above assure that each child
has a case plan designed to achieve place-
ment In the least restrictive setting avail-
able and in close proximity to his home,
and that the status of each child is re-
viewed at least every 12 months by a court
or by administrative review, and that there
be procedural safeguards to assure that
each child has a dispositional hearing by a
family or juvenile or other court not later
than 24 months after the original place-
ment.

No comparable provision. No comparable provision.

(2) Second allotment: For any year be-
ginning with fiscal year 1981, a State would
be eligible for its share of theremaining 60
percent of the new IV-B funds ($125.5 mil-
lion if appropriated, a lesser amount if so
provided in the appropriation act) only
after the State had (1) completed case
reviews of all children who have been in
foster care for over 6 months and submitted
a report to the Secretary of HEW based
on this review; (2) demonstrated that at
least 40 percent of the amount of Federal
IV-B funds received in excess of such
funds received for fiscal 1979 would be
spent for services aimed at keeping chil-
dren with or returning them to their
families; and (3) implemented the foster
care safeguards, procedures, and services
including preplacement preventive services,
required under section 424. However, a
State would be deemed to have met the re-
quirements for second allotment funding
even if it had not implemented tle required
preplacement preventive services, if such
services were in fact implemented by the
end of the fiscal year following the fiscal
year in which the State began receiving its
second allotment funds.

Under a new section 424 on foster care
protections and in accordance with the
two-stage allotment procedure and other
conditions stated above, additional Fed-
eral lV-B child welfare services funds
would be made available for States for the
purpose of assisting and encouraging them
to implement the services, procedures and
protections necessary to provide and in-
sure: (1) that no child will be placed in
foster care, except in emergency situations,



II. CHILD WELFARE SERVICES-TITLE IV-B-Continued

H.R. 3434 as reported by the H.R. 3434, as passed by the HouseCurrent lAw Finance Committee

1. Authorization of Appropriations and Use of Funds-Continued

either voluntarily or involuntarily, unless
services aimed at preventing the need for
placement have been provided or refused
by the family; (2) that no child will be
involuntarily removed from his home, ex-
cept on a short-term basis in emergency
situations, unless there has been a judicial
determination that the child should be re-
moved; (3) that no child will be placed in
foster care by the voluntary action of his
parents unless a "voluntary placement
agreement" has been signed by parents and 0
agency; (4) that a child who has been
removed from his home will be placed in
the least restrictive family-like setting in
which any special needs may be met, within
reasonable proximity to his family and
with relatives where appropriate; (5) that
reunification services are made available
to the child and his parents after removal
from the home; (6) that there will be a
written individualized case plan developed
for each child placed in foster care, and
administrative review of each case plan at
least every 6 months, and a dispositional
hearing by a court or court appointed ad-
ministrative body within 18 months of the
child's placeinent; and (7) that a fair hear-
ing be provided for any parent, foster
parent, guardian or child who believes hehas been aggrieved by any governmental
action taken under this section.



2. Definition of Child Welfare Services

For purposes of title IV-B, the term
"child welfare services" is defined as pub-
lic social services which supplement or sub-
stitute for parental care and supervision
for the purpose of preventing or remedy-
ing problems which may result in the ne-
glect, abuse, exploitation, or delinquency
of children; protecting and caring for
homeless, dependent or neglected children;
protecting the children of working moth-
ers; and otherwise promoting the welfare
of children, including the strengthening of
their own homes, or, where needed, the
provision of adequate care of children in
foster family homes or day care or other
child care facilities.

Changes the definition of "child welfare
services" to emphasize services directed to-
ward preventing the removal of children
from their homes, reuniting children with
their families, placing children in suitable
adoptive homes if restoration to the family
is not possible, as well as generally pro-
tecting and promoting the welfare of all
children.

3. Federal Matching

Title IV-B provides for a Federal share
which is the difference between 100 per-
cent and the State percentage, which is
based on the per capital income of each
State compared to the U.S. per capita in-
come. However, provides that the Federal
share may not be less than 331/ percent or
more than 66/ percent and sets 66% per-
cent as the Federal share for Puerto Rico,
Guam, and the Virgin Islands.

Provides 75 percent Federal matching. Same as Finance Committee bill.

Current law.



II. CHILD WELFARE SERVICES-TITLE IV-B-Continued

Current Law

Provides $70,000 to each State with re-
mainder of amount appropriated to be dis-
tributed according to a formula which
varies directly with the number of chil-
dren under age 21 and inversely with the
average per capita income.

H.R. 3434 as reported by the
H.R. 3434 as reported by the

Finance Committee

4. Allotments to States

Current law.

H.R. 3434, as passed by the House

Current law.

5. Reallotment of Funds

Permits reallotment of funds not needed
by one State to other States which the Sec-
retary determines have need for such
funds to carry out their State plans and
will be able to use such funds in the fiscal
year. Reallotments are to take into consid-
eration the population under age 21 of each
State and the State per capita income.

Repeals the present law provision for
reallocation of unused funds.

Current law.



6. Forward Funding

Converts child welfare services program
to "forward funded" basis. Under this ap-
proach, appropriations would become avail-
able for expenditure in the fiscal year fol-
lowing the fiscal year to which the Appro-
priations Act generally applies in order
to provide States with advance knowledge
of the amount of funding available.

7. Limitations on Use of Funds

Prohibits a State from using any funds,
in excess of its share of the $56.5 million
currently appropriated, for foster care
maintenance payments.

Also, prohibits payment to a State of any
amount in excess of its share of the $56.5
million it received in 1979 unless its plan
for services indicates how the State will
achieve the purposes for which any funds
are earmarked under an appropriation act.

Prohibits a State from using any funds
in excess of its share of the $56.5 million
currenty appropriated, for foster care
maintenance payments, adoption assistance
payments, and employment-related child
care.

Prohibits a State from spending less for
child welfare services under IV-B and un-
der title XX than the total amount of State
expenditures for such services in fiscal year
1979.

No provision. No provision.

No comparable provision.



II. CHILD WELFARE SERVICES-TITLE IV-B-Continued

H.R. 3434 as reported by theCurrent Law Finance Committee H.R. 3434 as passed by the House

8. Availability of Excess AFDC-Foster Care Funds

No provision. Any funds made available to a State No provision.
under the new IV-E foster care program
authorized under this bill which are not
used for foster care maintenance payments
may be used to provide child welfare serv-
ices under IV-B.

9. Payments to Indian Tribal Organizations

No provision. Provides authority for the Secretary to No provision.
make child welfare payments directly to an
Indian tribal organization in a State which
has an approved plan. Payments would
come from the State allotment payments.



III. DEFINITIONS APPLYING TO FOSTER CARE, ADOPTION ASSISTANCE AND
CHILD WELFARE SERVICES

Provides that there must be a case plan
for each child (with periodic review of the
necessity of the child's being in foster
care) to assure that the child receives
proper care and that services are provided
to improve the home from which the child
was removed or make possible his being
placed in the home of a relative.

No provision.

Defines "case plan" as a written docu-
ment regarding a child which includes a
description of the child's placement and its
appropriateness; a plan, if necessary, for
compliance with judicial determination re-
quirements; and a plan of services which
will be offered to improve family condi-
tions to assist in returning the child to his
home or which will facilitate other perma-
nent placement of a child or which will
serve the needs of a child while in foster
placement.

Defines "adoption assistance agreement"
to mean a written statement, binding on
all parties, between the State agency, other
relevant agencies, and the prospective
adopting, parents, which specifies, at a
minimum, the amount of payments and
any additional services and assistance
which are to be provided.

Same as Finance Committee bill.

Same as Finance Committee bill, but also
requires that the agreement shall remain
in effect regardless of whether the adoptive
parents are or remain residents of the
State.



III. DEFINITIONS APPLYING TO FOSTER CARE, ADOPTION ASSISTANCE AND
CHILD WELFARE SERVICES-Continued

H.R. 3484 as reported by the
Finance Committee H.L 3434, as passed by the House

Payments on behalf of children in an
institution are subject to limitations pre-
scribed by the Secretary with a view to in-
cluding only those items which are included
in such term in the case of foster care in a
foster family home. There is no general
definition covering all "maintenance pay-
ments."

No provision.

No provision.

Defines "foster care maintenance pay-
ments" as payments to cover the cost of
(and the cost of providing) food, clothing,
shelter, daily supervision, school supplies,
personal incidentals, liability insurance for
the child, and reasonable travel to the
child's home for visits. In the case of insti-
tutional care, the term includes the reason-
able costs of administration and operation
of the institution as are required to provide
the items listed above.

No provision.

No provision.

Current law.

Defines "voluntary placement" to mean
an out-of-home placement, by or with par-
ticipation of a State agency, after the
parents have requested the assistance of
the agency and signed a voluntary place-
ment agreement.

Defines "voluntary placement agree-
ment" to mean a written agreement be-
tween the agency and the parents of a
child which specifies the legal status of the
child and the rights and obligations of the
parents, the child, and the agency.

Current Law



TABLES RELATED TO ADOPTION ASSISTANCE, FOSTER

CARE, AND CHILD WELFARE SERVICES



TABLE 1.-AID TO FAMILIES WITH DEPENDENT CHILDREN:
FOSTER CARE, FISCAL YEAR 1977

[Amounts in dollars]

Total payments
computable for Non-
Federal funding Federal share Federal share

Alabam a ...............
Alaska .................
Arizona ................
Arkansas ..............
California ..............

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

$1,725,747
1,039,927

159,506
581,367

55,799,597

2,034,538
3,378,990

934,918
1,182,363

835,998

Georgia ................ 3,420,413
G uam ............................. .....
Hawaii ................. 59,477
Idaho .................. 630,493
Illin o is 1 ................................

Indiana ................
Iow a ...................
Kansas ................
Kentucky ..............
Louisiana ..............

M aine .................
M aryland ..............
Massachusetts ........
M ichigan ..............
Minnesota .............

M ississippi ............
M issouri ...............
M ontana ...............
Nebraska ..............
Nevada ................

2,464,012
1,962,357
4,223,091
2,694,656
3,459,448

2,404,878
6,314,353
4,373,917

16,816,421
6,226,472

1,461,905
2,249,180

976,132
964,759
443,042

$1,283,428
519,975
71,148

435,939
27,899,804

1,112,688
1,689,497

467,460
601,184
497,361

1,524,090
..... 29,7 9-

429,870

1,416,069
1,121,094
2,281,314
1,923,104
2,504,985

1,663,249
3,157,178
2,186,961
8,408,211
3,539,127

976,827
1,326,566

623,602
536,310
221,521

$442,319
519,952
88,358

145,428
27,899,793

921,850
1,689,493

467,458
581,179
338,637

1,896,323

200,623
...............

1,047,943
841,263

1,941,777
771,552
954,463

741,629
3,157,175
2,186,956
8,408,210
2,687,345

485,078
922,614
352,530
428,449
221,521



TABLE 1.-AID TO FAMILIES WITH DEPENDENT CHILDREN:
FOSTER CARE, FISCAL YEAR 1977-Continued

[Amounts in dollars]

Total payments
computable for Non-
Federal funding Federal share Federal share

New Hampshire .......
New Jersey ............
New Mexico ...........
New York ..............
North Carolina ........

North Dakota ........
O hio ...................
Oklahoma .............
Oregon ................
Pennsylvania ..........

$687,451
164,269
114,946

176,252,047
1,098,760

843,011
3,921,294

827,647
6,055,247
8,564,316

$375,232
82,135
79,684

88,126,025
747,587

485,490
2,134,969

558,001
3,575,015
4,743,774

$312,219
82,134
35,262

88,126,022
351,173

357,521
1,790,325

269,646
2,480,232
3,820,542

Puerto Rico .................
Rhode Island .......... 235,859
South Carolina ........ 803,888
South Dakota .......... 610,405
Tennessee ............ 2,920,505

133,37.
550,263
410,376

1,565,554

Texas ................. 2,777,180 1,067,555 1,709,625
Utah .................. 527,742 369,632 158,110
Vermont ............... 363,643 253,896 109,747
Virgin Islands ..............
Virginia ................ 5,010,845 2,923,326 2,087,519

Washington ...........
West Virginia ..........
W isconsin .............
Wyom ing ..............

3,873,454
981,187

5,597,940-
118,284

2,080,818
705,475

3,353,726
72,082

1,792,636
275,712

2,244,214
46,202

Total ............ 351,171,877 182,824,293 168,347,584

I Data not available.

Source: Department of Health, Education, and Welfare.

253,625
200,029

1,354,951



TABLE 2.-AFDC FOSTER CARE: MONTHLY COST PER CHILD,
-BY STATE, ANNUAL AVERAGES

State 1975 1976 1977 1978

U.S. average ......

Alabam a ................
Alaska ............
Arizona .................
Arkansas ...............
California ..............

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

Georgia .................
Guam ..................
Hawaii ..................
Idaho ...................
Illinois .................

Indiana .................
Iow a ....................
Kansas .................
Kentucky ...............
Louisiana ...............

M aine ..................
Maryland ...............
Massachusetts .........
M ichigan ...............
Minnesota ..............

$237.80

82.20
310.30
155.10
96.80

279.10

227.30
223.80
137.60
275.90
140.30

117.20
117.90
144.00
105.60
204.00

68.70
180.10
271.00
97.70

141.10

145.80
145.40
251.20
262.70
272.80

$297.70

91.30
409.60
181.50
105.30
312.60

228.20
227.30
154.70
259.80
177.20

124.00
113.00
159.50
111.70
208.80

68.90
187.80218.20
98.30

153.70

175.00
148.10
274.40
296.40
296.30

$297.80 $346.60

97.60 98.00
516.60 583.90
148.10 331.80
102.50 102.70
340.70 358.90

184.70
208.10
158.80
278.80
144.40

125.70
111.60
147.00
135.30
197.70

73.90
208.50
239.80
167.90
165.90

186.30
160.80
256.80
336.60
241.50

181.80
199.40
161.90
265.90
153.40

126.50
110.20
138.70
239.50
217.50

78.80
213.60
248.80
153.10
183.40

208.80
177.30
261.50
356.00
241.60



TABLE 2.-AFDC FOSTER CARE: MONTHLY COST PER CHILD,
BY STATE, ANNUAL AVERAGES-Continued

State 1975 1976 1977 1978

Mississippi ............. $109.60 $120.50 $121.30 $120.60
Missouri ................ 95.60 95.80 97.50 98.00
Montana ................ 144.20 185.90 207.10 210.40
Nebraska ............... 119.20 131.40 149.30 186.10
Nevada ................. 168.60 178.70 198.30 203.30

New Hampshire ........ 94.80 95.80 97.40 106.30
New Jersey ............. 135.70 166.40 169.20 170.10
New Mexico ............ 89.30 110.60 112.40 126.50
New York ............... 468.60 669.00 609.20 765.50
North Carolina .......... 102.00 104.20 109.60 117.70

North Dakota ........... 147.00 162.90 166.90 179.00
Ohio .................... 66.40 71.00 72.00 90.30
Oklahoma .............. 96.80 97.90 96.50 98.60
Oregon ................. 217.20 243.30 281.80 287.80
Pennsylvania ........... 154.50 194.20 219.00 290.30

Puerto Rico ............. 0 0 0 0
Rhode Island ........... 141.40 177.40 172.70 180.00
South Carolina ......... 84.50 91.50 97.10 100.20
South Dakota ........... 157.10 158.80 119.90 124.20
Tennessee .............. 131.40 132.80 131.30 135.30

Texas ................... 104.40 121.80 168.20 200.30
Utah .................... 143.40 135.50 149.50 155.30
Vermont ................ 192.00 115.10 128.30 137.40
Virgin Islands .......... 0 0 0 0
Virginia .................. 142.50 149.50 134.40 137.70

Washington ............ 162.40 178.30 196.30 209.50
West Virginia ........... 106.80 112.60 127.00 140.10
Wisconsin .............. 300.20 337.10 336.10 344.40
Wyoming ............... 169.10 224.50 236.70 250.50

Source: Department of Health, Education, and Welfare.
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TABLE a-NUMBER OF AFDC FOSTER CARE CHILDREN, BY
STATE, ANNUAL AVERAGES

1978State 1975 1976 1977 (1st 7 mo)

U.S. total .............. 114,681.5 114,071.2 110,116.5 107,433.3

Alabama .................... 1,686.8 1,465.1 1,464.0 1,529.3
Alaska..................... 260.9 195.4 159.0 132.4
Arizona ......... 52.8 75.9 84.0 36.3
Arkansas ................... 556.0 495.4 456.3 418.3
California ................... 15,954.1 13,350.1 12,248.8 12,363.3

Colorado .................... 706.8 846.7 1,019.9 1,004.6
Connecticut ................. 2,012.3 1,945.1 1,770.0 1,612.0
Delaware .................... 500.3 520.3 472.8 438.7
District of Columbia ......... 332.4 359.8 348.8 286.0
Florida...................... 129.1 128.8 609.2 964.0

Georgia ..................... 2,005.6 2,099.4 2,034.8 1,974.7
Guam ....................... 8.3 27.2 21.9 20.9
Hawaii ....................... 44.1 38.3 28.7 26.7
Idaho ........................ 512.4 457.3 301.4 257.0
Illinois ...................... 4,844.0 4,103.4 3,883.4 3,606.9

Indiana ..................... 3,430.0 3,469.5 2,612.5 2,162.7
Iowa ......................... 849.6 739.7 787.8 843.1
Kansas ...................... 1,789.5 1,696.0 1,610.4 1,617.3
Kentucky .................... 2,074.2 1,829.6 1,784.7 1,378.3
Louisiana ................... 1,783.1 1,796.8 1,937.0 1,987.0

Maine ....................... 1,139.9 1,165.1 1,136.9 1,133.6
Maryland .................... 4,034.8 3,754.8 3,483.2 2,874,7
Massachusetts .............. 2,333.5 2,474.3 2,602.4 2,643.4
Michigan .................... 4,087.1 4,385.6 4,688.3 4,796.7
Minnesota .................. 2,997.0 2,598.8 2,117.0 2,001.9



TABLE 3.-NUMBER OF AFDC FOSTER CARE CHILDREN, BY
STATE, ANNUAL AVERAGES-Continued

1978State 1975 1976 1977 (1st 7 mo)

Mississippi .................. 918.2 1,001.8 1,017.8 1,101.4
Missouri .................... 1,393.3 1,732.0 2,005.4 2,114.0
Montana .................... 441.0 410.5 410.2 377.6
Nebraska ................... 605.5 617.4 578.8 557.4
'Nevada ...................... 195.3 202.5 201.4 241.6

!New Hampshire ............. 630.3 596.3 585.5 559.7
New Jersey .................. 1,417.3 2,456.6 1,404.8 515.7

fNew Mexico ................. 157.4 143.4 124.1 122.6
New York .................... 22,506.8 24,846.7 25,282.3 25,318.6
North Carolina .............. 2,717.5 2,591.3 2,420.9 2,143.6

North Dakota ................ 501.3 444.2 400.7 381.9
Ohio ......................... 5,122.6 4,783.6 4,468.0 4,339.4
Oklahoma ................... 762.8 645.8 688.2 710.4
Oregon ...................... 2,063.1 2,022.2 1,902.9 2,016.4
Pennsylvania ................ 4,868.3 5,336.4 5,194.4 5,771.1

Puerto Rico ................. 0 0 0 0
Rhode Island ................ 195.5 193.1 182.0 250.0
South Carolina .......... ..... 623.5 665.6 709.4 660.1
South Dakota ............... 486.7 461.4 371.3 328.4
Tennessee .................. 1,717.7 1,764.8 1,912.3 1,873.0

Texas ....................... 2,890.2 3,211.0 3,362.4 3,062.0
Utah ........................ 406.3 392.5 353.1 372.7
Vermont ..................... 425.3 455.3 416.5 367.1
Virgin Islands ............... 0 0 0 0
Virginia ..................... 3,559.5 3,469.2 3,114.3 2,863.6

Washington ................. 2,050.7 1,776.7 1,668.5 1,585.7
West Virginia ................ 543.8 523.8 609.7 716.7
Wisconsin ................... 3,271.3 3,240.4 3,008.2 2,911.0
Wyoming .................... 86.2 68.8 60.3 61.7

Source: Department of Health, Education, and Welfare.



TABLE 4.-AID TO FAMILIES WITH DEPENDENT CHILDREN, FOSTER CARE SEGMENT: RECIPIENTS OF CASH
PAYMENTS AND AMOUNT OF PAYMENTS, BY STATE, JANUARY 1979

[Includes nonmedical vendor payments]

Total foster care Foster family homes Child care institutions
Average per

Total Total Total A Total Total Total Total Total TotalState cases chidren amount Case Child cases children payments cases children payments

Total .................... 81,550 104,108 $34,687,233 $425.35 $333.19 160,644 180,700 1 $18,155,935 1 11,906 1 13,799 I $14,451,681
Alabama ...................... 759 1,505 182,625 240.61 121.35 672 1,387 169,236 87 118 13,389Alaska 2 ........ 40 65 39,200 (3) 603.08 (1)Arizona ........................ 35 53 14,956 0.() 282.19 2 8,41 6,543
Arkansas ..................... 198 354 35,710 1805 100.88 185 326 32,748 13 28 2,964California ..................... 9,065 12,393 4,685,824 561.91 378.10 6,916 10,046 2,229,218 2,149 2,347 2,456,606
Colorado2 1,021 1,021 178,660 174.99 174.99 777 777 84,817 244 244 93,843 1Connecticut ................... 986 1,413 322,756 327.34 228.42 698 1,096 168,253 288 317 154,503
Delaware ...................... 228 405 75,499 331.14 186.42 172 313 49,541 68 92 25,958District of Columbia .......... 147 195 51,659 351.42 264.92 103 132 37,600 44 63 14,059Florida 2 ....... . ........... 832 1,159 188,208 226.21 162.39 832 1,159 188,208 0 0
Georgia 2 ..................... 1,600 1,973 249,627 156.02 126.52 1,409 1,738 212,437 191 235 37,190Guam ......................... 17 24 2,735 (9 () 17 24 2,735 0 0 0Hawaii ........................ 30 30 3,929 (aj (8 30 30 3,929 0 0 0Idaho ........................ 92 241 53,765 584.40 223.09 ( 221 32903 20 20862Ilinois.....................3,667 3,667 769,800 209.93 209.93 3,362 3,362 569,000 306 305 200,800
Indiana ....................... 1,583 2,026 160,122 101.15 79.03 (,) (1) (1 11(
Iowa .......................... 790 790 161,760 204.76 204.76 621 621 113.51 6 6 48,24Kansas ....................... 1,460 1,460 445,329 305.02 305.02 1,148 1,148 290,852 312 312 154,477Kentucky' ................... 1,288 1,288 205,814 159.79 159.79 1,159 1,159 (1) 129 129 (2Louisiana ..................... 1,179 2,168 324,075 274.87 149.48 1,077 1,866 255,365 102 302 68,71
Maine ........................ 1,170 1,170 246,353 210.56 210.56 ( ) (I (1 () (1 ,Maryland .................... 2,672 2,672 511,154 191.30 191.30 2322 2322 348264 350 350 162 89aMassachusetts ................ 2,300 2,556 632,920 275.18 247.62 2,075 2,329 410,927 225 227 221,983Michigan ...................... 4,874 4,874 1,582,673 324.72 324.72 4,277 4,277 799,905 597 597 782,768Minnesota .................... 1,385 1,782 457,931 330.64 256.98 1,274 1,659 394,746 111 4123 63,185



Mississippi .................... 605 1,089 129,432 213.94 118.85 605 1,089, 129,432 0 0 0Missouri 2 ............. 921 2,108 206,111 223.79 97.78 842 1,926 188,324 79 182 17,787Montana ...................... 234 335 68,372 292.19 204.10 234 335 68,372 0 0 0557 567 123,742 222.16 218.24 507 514 108,742 50 53 15,000Nevada ........................ 198 260 49,520 250.10 190.46 191 248 36,060 7 12 13,460
New Hampshire ............... 527 427 47,850 90.80 90.80 416 416 36,567 111 111 11,283New Jersey .................... 672 672 81,839 121.78 121.78 672 672 81,839 0 0 0New Mexico ................... 57 105 13,703 240.40 130.50 49 86 11,771 8 19 1,932New York ..................... 16,589 23,441 16,256,179 979.94 693.49 12,164 18,174 7,785,194 4,425 5,267 8,470,985North Carolina ................ 1,207 2,016 254,238 210.64 126.11 1,018 1,644 208,000 231 372 46,238
North Dakota .................. 233 361 69,531 298.42 192.61 192 317 50,871 41 44Ohio ........................... 2,721 4,125 440,634 161.94 106.82 2,512 3,816 399,211 257 309Oklahoma ..................... 373 688 87,918 235.71 127.79 373 688 87,918 0 0Oregon ....................... 2,176 2,176 669,301 307.58 307.58 1,932 1,932 386,755 244 244Pennsylvania 2 ..... 5,765 5,765 1,325,018 229.84 229.84 (1) (1) (1) (1) (1)
PuertoRico ..................... 0 0 0 (3) (3) 0 0 0Rhode Island .................. 146 250 45,000 308.22 180.0 (' (2 (aSouth Carolina................ 410 637 72,481 176.78 113.78 41(2 637(' 72,481 0 (South Dakota ................. 236 316 55,239 234.06 174.81 209 284 41.829 27 32Tennessee .................... 822 1,871 270,880 329.54 144.78 765 1,756 251,218 84 115
Texas ......................... 3,208 3,208 706,859 220.34 220.34 3,069 3,069 660,574 139 139Utah .......................... 333 333 58,112 174.51 174.51 (1) (2  (2 (2Vermont 2 .....................  

185 362 50,000 270.27 138.12 16 324Virgin Islands ................. 0 0 0 () 0 0 0 0 0Virginia................. .1,566 2,607 377,112 240.81 144.62 1,436 2,455 339.664 130 152
Washington ................... 900 1,218 284,207 315.79 233.34 745 1,034 179,556 155 184West Virginia ................. 275 550 89,712 326.23 163.11 245 490 54,053 30 60Wisconsin ..................... 3,180 3,180 1,249,926 393.06 393.06 2,722 2,722 548,086 458 458Wyoming ...................... 36 57 21,235 (2) 372.54 16 35 7,208 20 22

18,660
41,423

0
282,545

(I)
0

13,410
19,662 1

46,285
3o.4f

0
37,448

104,651
35,659

701,84014,027

I Foster family homes and child care institutions columns will not add due 3 
Average payment not computed on base of fewer than 50 cases or children

to nonreporting of these items by several States.
2 Estimated data. Source: Department of Health, Educationand Welfare.



TABLE 5.-RELATIVE SIZE OF AFDC FOSTER CARE PROGRAM

(January to June 1978)

Percent of Foster care Ratio of costs
all AFDC costs as per- per child:

children in centofAFDC foster care toState foster care costs all AFDC

U.S. total ................ 1.46 4.17 4.08

Alabama ...................... 1.21 2.22 2.51
Alaska ......................... 1.51 5.57 5.16
Arizona ......................... 10 .48 6.68
Arkansas ....................... 63 1.01 2.18
California ..................... 1.28 2.88 3.33

Colorado ...................... 1.68 2.93 2.48
Connecticut ................... 1.69 2.34 1.96
Delaware ...................... 1.98 3.06 2.18
District of Columbia ........... .44 1.03 3.30
Florida ......................... 54 1.21 3.05

Georgia ....................... 1.22 2.93 3.25
Guam .......................... 58 .87 2.02
Hawaii ......................... 07 .05 1.20
Idaho .......................... 1.91 3.46 2.62
Illinois .......................... 71 1.35 2.67

Indiana ........................ 1.95 1.72 1.22
Iowa ........................... 1.33 2.01 2.26
Kansas ........................ 3.24 6.77 2.87Kentucky ................... 1.15 2.07 2.53Louisiana ..................... 1.28 4.52 4.73

Maine ...................... 2.78 5.57 2.95
Maryland ...................... 2.00 3.67 2.64
Massachusetts ................ 1.06 1.70 2.38
M ichigan ...................... 1.11 2.64 3.43
Minnesota ..................... 2.22 3.53 2.32



TABLE 5.-RELATIVE SIZE OF AFDC FOSTER CARE PROGRAM-
Continued

(January to June 1978)

Percent of Foster care Ratio of costs
all AFDC costs as per- per child:

children in centofAFDC foster care to
State foster care costs all AFDC

Mississippi ..................... 86 5.41 8.26
Missouri .................... 1.43 1.68 1.66
Montana ..................... 2.99 6.67 3.16
Nebraska................... 2.19 3.15 2.03
Nevada ........................ 3.19 6.92 3.04

New Hampshire ............... 3.75 3.45 1.35
New Jersey ..................... 16 .21 1.88
New Mexico ................... .33 .58 2.44
New York ...................... 3.09 13.46 6.28
North Carolina ................ 1.48 2.18 2.02

North Dakota .................. 3.97 5.47 2.01
Ohio ........................... 1.21 1.04 1.25
Oklahoma ..................... 1.10 1.14 1.39
Oregon ........................ 2.47 4.61 2.82
Pennsylvania .................. 1.31 1.96 2.22

Rhode Island .................. .69 .88 1.84
South Carolina ................ .64 1.53 3.29
South Dakota .................. 2.10 2.69 1.76
Tennessee .................... 1.56 3.96 3.48
Texas ......................... 1.40 6.02 5.78

Utah .......................... 1.32 1.69 1.76
Vermont ....................... 2.84 2.93 1.56
Virginia ....................... 2.44 3.54 2.03
Washington ................... 1.74 2.25 2.00
West Virginia ................. 1.36 2.15 2.18
Wisconsin ..................... 2.12 4.59 3.11
Wyoming ...................... 1.40 3.02 2.97

Source: Data provided by the Department of Health, Education, and Welfare.
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TABLE 6.-RELATIVE SIZE OF INSTITUTIONAL AFDC FOSTER
CARE

(January to June 1978)

Institutional care as percent of all
AFDC foster care-

Number of
State children Amount of funds

U.S. total 1 . . . . . . . . . . . . . . . . . . .  24.67 46.81

Alabama .......................... 6.96 6.35
Alaska ............................ 31.66 67.35
Arizona ........................... 26.94 68.12
Arkansas .......................... 6.85 7.91
California ......................... 17.79 50.43

Colorado .......................... 23.86 52.53
Connecticut ....................... 20.33 42.07
Delaware .......................... 21.89 33.47
District of Columbia ............... 39.46 55.12
Florida ............................ NA NA

Georgia ........................... 11.97 14.92
,Guam ............................. NA NA
,Hawaii............................ NA NA
Idaho ............................. 10.95 42.76
Illinois ............................ 10.20 42.21

Indiana ........................... NA NA
Iowa ............................... 22.92 32.99
Kansas ............................ 2957 48.99
Kentucky ......................... 9.99 NA
Louisiana ......................... 5.96 17.13

M aine ............................. NA NA
Maryland .......................... 13.76 32.67
Massachusetts .................... 10.42 41.23
M ichigan .......................... 13.28 49.74
Minnesota ........................ 6.99 14.69

M ississippi ........................ NA NA
M issouri .......................... 8.63 8.63
Montana .......................... NA NA
Nebraska ......................... 9.31 10.88
Nevada ............................ 8.83 32.41



TABLE 6.-RELATIVE SIZE OF INSTITUTIONAL AFDC FOSTER
CARE-Continued
(January to June 1978)

Institutional care as percent of all
AFDC foster care-

Number of
State children Amount of funds

New Hampshire ................... 22.03 25.78
New Jersey ........................ NA NA
New Mexico ....................... 12.21 15.67
New York' ......................... 56.03 53.07
North Carolina .................... 19.60 19.06

North Dakota ...................... 11.77 25.45
O hio ............................... 8.14 10.22
Oklahoma ......................... NA NA
Oregon .......................... 11.00 38.05
Pennsylvania ...................... NA NA

Rhode Island ...................... NA NA
South Carolina .................... NA NA
South Dakota ..................... 8.74 11.32
Tennessee ........................ 8.19 9.23
Texas ............................. 5.29 6.91

Utah .............................. NA NA
Vermont .......................... 12.21 37.91
Virginia ........................... 5.53 12.93
Washington ....................... 14.40 32.57
West Virginia ...................... 10.46 33.95
Wisconsin ......................... 14.04 58.82
'Wyoming .......................... 32.35 61.99

1 Beginning with January 1979, statistics reported to HEW by the State of New
York reflect that State's new method of estimating the breakdown of the number of
,children who are either in foster family homes or in institutional care. Earlier
,reporting, reflected in this table, shows about 56 percent of New York's foster
care children in institutional care. Current reporting indicates thatperhaps about
23 percent of the children are in institutional care. The figures in this table showing
the percentage of children in institutional care are therefore presumably exag-
gerated. This exaggeration would also be reflected in the national total.

Source: Data provided by the Department of Health, Education, and Welfare.
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TABLE 7.-AVERAGE MONTHLY COST OF AFDC FOSTER CARE
PER CHILD

(January to June 1978)

All AFDC Foster home Institutional
State foster care care care

U. S. total 1................. $345.62 $258.58 $707.59

Alabama ...................... 93.94 94.56 85.63
Alaska ......................... 580.12 277.16 1,234.13
Arizona ........................ 322.26 140.63 814.85
Arkansas ...................... 103.15 101.97 119.08
California ..................... 357.49 215.54 1,013.69

Colorado ...................... 182.00 113.48 400.63
Connecticut ............ 199.03 144.73 411.77
Delaware .......... 162.08 138.05 247.82
District of Columbia ........... 266.92 197.84 372.92
Florida ........................ 153.17 153.17 NA

Georgia ....................... 126.51 122.27 157.67
Guam ......................... 108.87 108.87 NA
Hawaii ........................ 141.19 141.19 NA
Idaho .......................... 232.15 149.22 906.88
Illinois ........................ 212.98 137.05 881.58

Indiana ........................ 78.82 NA NA
Iowa ........................... 213.99 186.01 308.08
Kansas ........................ 253.90 183.88 420.67
Kentucky ...................... 152.33 NA NA
Louisiana .................... 185.29 163.28 532.33

Maine ......................... 209.52 NA NA
Maryland ...................... 175.34 136.88 416.48
Massachusetts ................ 262.05 171.92 1,036.45
Michigan ...................... 365.85 212.04 1,370.27
Minnesota ..................... 241.42 221.45 507.03

Mississippi .................... 120.86 120.86 NA
Missouri ...................... 98.01 98.02 97.96
Montana ...................... 211.01 211.01 NA
Nebraska ...................... 183.38 180.22 214.13
Nevada ...................... 204.96 151.93 752.58
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TABLE 7,-AVERAGE MONTHLY COST OF AFDC FOSTER CARE
PER CHILD-Continued

(January to June 1978)

All AFDC Foster home Institutional
State foster care care care

New Hampshire ............... $110.67 $105.34 $129.51
New Jersey .................... 166.17 166.17 NA
New Mexico ................... 122.31 117.50 156.94
New York .... . . . . . . . . . . . . . . . . .  763.53 814.93 723.20
North Carolina ................ 117.97 118.76 114.75

North Dakota .................. 176.14 148.81 380.99
Ohio ........................... 88.24 86.24 110.80
Oklahoma ..................... 99.04 99.04 NA
Oregon ........................ 286.47 199.39 990.90
Pennsylvania .................. 209.88 NA NA

Rhode Island .................. 180.00 NA NA
South Carolina ................ 98.00 98.00 NA
South Dakota .................. 121.87 118.43 157.73
Tennessee .................... 134.31 132.79 151.33
Texas ......................... 197.78 194.40 258.30

Utah .......................... 155.72 NA NA
Vermont ...................... 136.05 96.22 422.46
Virginia ....................... 137.40 126.64 321.28
Washington ................... 208.53 164.26 471.59
West Virginia .................. 142.99 105.49 463.91
Wisconsin ..................... 346.20 165.84 1,450.05
Wyoming ...................... 242.68 136.38 464.95

1 Beginning with January 1979, statistics reported to HEW by the State of New
York reflect that State's new method of estimating the breakdown of the number of
children who are either in foster family homes or in institutional care. Earlier re-
porting, reflected in this table, indicated that about 56 percent of New York's foster
care children were in institutional care. Current reporting indicates that about 23
percent of the children are in institutional care. The figures in this table therefore
presumably exaggerate the cost of foster home care per child and understate the
cost of institutional care per child. These exaggerations and understatements
would also be reflected in the national totals.

Source: Data provided by the Department of Health, Education, and Welfare.
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TABLE 8.-ESTIMATED FEDERAL FOSTER CARE FUNDING
UNDER COMMITTEE BILL

[In millions of dollars]

Estimated
Federal AFDC Distribution of

foster care 120 percent $100 million by
funding for of 1978 populationState fiscal 1978 estimate under age 18

Alabama ................ 1.3 1.6 1.8A laska .................... 7 .8 .2Arizona .................. * * 1.1Arkansas ................ .4 .4 1.0California ............... 29.3 35.2 9.8

Colorado ................ 1.2 1.5 1.2:Connecticut ............. 1.6 1.9 1.4Delaware ................. 4 .5 .3District of Columbia ...... 4 .5 .3Florida .................. 1.1 1.3 3.5

Georgia . ........... 2.2 2.6 2.5Hawaii ............ *• .4Idaho .................... 3 .4 .4Illinois .................. 3.2 3.8 5.3Indiana ............ ..... 1.2 1.4 2.6
Iow a ............ ........ 1.1 1.4 1.3Kansas .......... ....... 2.4 2.9 1.0Kentucky ................ 1.9 2.2 1.7Louisiana . ..... .... 2.6 3.1 2.0M aine ................... 1.7 2.0 .5

Maryland ........ 3.0 3.5 1.9Massachusetts .......... .6 .7 2.5Michigan ................ 10.2 12.3 4.4
Minnesota ............... 3.2 3.8 1.9M ississippi ............... 8 1.0 1.3
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TABLE 8.-ESTIMATED FEDERAL FOSTER CARE FUNDING
UNDER COMMITTEE BILL-Continued

[In millions of dollars]

Estimated
Federal AFDC Distribution of

foster care 120 percent $100 million by
funding for of 1978 population

State fiscal 1978 estimate under age 18

Missouri ................ 1.5 1.8 2.2
Montana ................. 5 .7 .4
Nebraska ................. 6 .8 .7
Nevada .................... 3 .3 .3
New Hampshire .......... 5 .5 .4

New Jersey ............... 3 .4 3.3
New Mexico .............. 08 1.0 .6
New York ........... 109.2 131.1 7.9
North Carolina. .. .7 .8 2.6
North Dakota ............ . 4 .5 .3

Ohio ................. . 2.5 3.1 5.0
Oklahoma ............... 6 .7 1.3
Oregon .................. 3.7 4.4 1.1
Pennsylvania ............ 6.8 8.1 5.1
Rhode Island ............. 21 .2' .4

South Carolina ........... 5 .6 1.4
South Dakota ........... 3 .4 .3
Tennessee .............. 2.1 2.5 2.0
Texas .... .............. 1.0 1.2 6.3
Utah ................... 4 .5 .7

Vermont ............ 5 .6 .2
Virginia .............. 2.6 3.2 2.3
Washington ............ 2.1 2.5 1.7
West Virginia ............. 8 1.0 .9
Wisconsin ............... 2.9 3.5 2.2
Wyoming ................. 07 .08 .2

*Less than $0.05 million.
1 HEW projection based on partial and unreviewed claim submission by State.

Source: Based on preliminary estimates by Department of Health, Education,
and Welfare.



TABLE 9:--TITLE IV-B-CHILD WELFARE SERVICES: FEDERAL
EXPENDITURES-FISCAL YEARS 1978-79

[Amount in dollars]

States 1978 actual 1979 estimate

United States ..................... 56,500,000 56,500,000,

A labam a ..............................
A laska .................................
A rizona ................................
A rkansas ..............................
California .............................

Colorado ..............................
Connecticut ...........................
Delaw are ...............................
District of Columbia ...................
Florida ................................

G eorgia ...............................
G uam .................................
H aw aii ................................
Idaho ...........................
Illin o is ................................

Ind iana ................................
Iow a ...................................
Kansas ........... ...........
Kentucky ..............................
Louisiana ..............................

M aine .................................
M aryland ..............................
Massachusetts ........................
Michigan ....... .............
M innesota .............................

M ississippi ............................
M issouri ...............................
M ontana ..............................
Nebraska ..............................
N evada ................................

1,173,678
139,880
691,069
682,379

4,449,326

696,206
647,170
191,378
179,598

1,908,322

1,485,621
119,436
265,423
309,119

2,361,696

1,418,583
728,371
587,653

1,053,113
1,280,801

374,102
968,673

1,347,349
2,197,048
1,048,311

888,553
1,250,020

279,823
435,010
199,924

1,170,805
144,756
691,342'
689,193

4,542,8,62

699,53a
633,961
188,989
176,825

1,882,409

1,493,098
118,55a
265,295
317,976

2,34-8,214

1,409,997
722,963
586,198

1,054,418
1,300,614

376,946
952,099

1,321,468
2,175,753
1,037,8,26

898,981
1,242,933
271,095
434,161
204,636



TABLE 9.-TITLE IV-B-CHILD WELFARE SERVICES: FEDERAL
EXPENDITURES-FISCAL YEARS 1978-79-Continued

[Amount in dollars]

States 1978 actual 1979 estimate

New Hampshire .......................
New Jersey ............................
New M exico ...........................
New York ..............................
North Carolina ........................

North Dakota ..........................
Ohio.....
Oklahoma............................
Oregon .............
Pennsylvania ..........................

Puerto Rico ...........................
Rhode Island ..........................
South Carolina ........................
Tennessee ............................
Texas ..................................

U tah ...................................
Verm ont ...............................
Virgin Islands .........................
V irginia ...............................
W ashington ...........................

W est Virginia ..........................
W isconsin .............................
W yom ing ..............................
Northern Marianas .....................

247,109
1,505,830
454,464

3,648,138
1,586,868

222,355
2,644,111

792,553
621,629

2,722,168

1,533,603
282,870
947,885

1,232,882
3,419,393

493,513
206,558
114,187

1,286,071
884,480

569,556
1,240,934
166,364

290,404
1,487,404

458,867
3,585,058
1,588,154

223,009
2,633,677

800,933
628,364

2,670,341

1,466,777
282,623
950,474

1,245,086
3,496,219

512,749
207,716
110,630

1,294,705
888,809

578,984
1,238,350
170,551
78,800

I Each State receives a uniform grant of $70,000 and an additional grant which
varies directly with child population under21 and inversely with average per capita
income.

Source: Department of Health, Education, and Welfare.



TABLE 10 -CHILD WELFARE SERVICES: STATE ESTIMATES OF TOTAL EXPENDITURES REPORTED UNDER
THE TITLE IV-B PROGRAM FROM ALL SOURCES, FISCAL YEAR 1979

Protective Other CWS-Adoption Day care Foster care services services Total

Total .................................... $25,775,138 $63,456,520 $581,021,701 $63,613,810 $51,985,877 $792,853,046

Alabama ...................................... 700,909 0 3,157,414 243,703 1,548,915 5,650,941
Alaska ........................................ 0 0 2,328,800 0 4,711,700 7,040,500
Arizona ....................................... 230,900 0 20,372,000 0 3,579,900 24,182,800
Arkansas ..................................... 0 0 542,142 0 595,140 1,137,282California ..................................... 15,392,594 13,672,000 92,218,300 10,163,002 7,965,980 139,411,876

Colorado ...................................... 81,151 81,154 21,205,063 131,921 1,738,059 23,237,348
Connecticut .................................. 191,188 44,448 12,626,114 71,128 268,236 13,201,114
Delaware ..................................... 0 0 443,949 0 0 443,949
District of Columbia .......................... 363,500 9,672,100 15,453,900 464,900 2,307,400 28,261,800
Florida ........................................ 51,725 5,354 13,138,866 127,488 2,547 13,325,980

Georgia ....................................... 0 0 2,646,398 0 0 2,646,398
Guam ........................................ 0 0 18,720 132,433 59,079 210,232
Hawaii ........................................ 39,870 0 1,265,939 105,633 195,257 1,606,699
Idaho ......................................... 0 0 809,503 0 24,000 833,503
Illinois ........................................ 0 0 0 0 5,500,000 5,500,000

Indiana ....................................... 32,696 0 21,558,327 10,000 111,414 21,712,437
Iowa .......................................... 448,000 25,000 10,108,000 700,000 0 11,281,000
Kansas ....................................... 0 0 1,207,411 0 0 1,207,411
Kentucky ..................................... 0 0 2,019,663 0 0 2,019,663
Louisiana ..................................... 0 175,000 7,518,696 0 400 7,694,096

Maine ........................................ 85,000 42,287 2,048,950 120,000 207,749 2,503,986
Maryland ..................................... 525,647 0 26,257,246 3,991,274 677,424 31,451,591
Massachusetts ............................... 800,000 0 36,050,000 2,500,000 300,000 39,650,000Michigan..................................... 0 0 28,219,600 0 0 28,219,600
Minnesota ................................... 20,695 269,028 1,138,194 82,777 558,750 2,069,444



Mississippi .................................. 0 0 2,065,000 30,000 120,000 2,215,000Missouri ...................................... 0 0 4,531,084 0 0 4,531,084
Montana ................................. 30,087 149,517 918,080 464,000 107,651 1,669,335
Nebraska ..................................... 200,000 0 2,263,000 0 0 2,463,000Nevada ....................................... 10,000 0 975,000 0 0 985,000
New Hampshire .............................. 0 37,252 95,790 138,364 260,762 532,168New Jersey ................................... 877409 83,160 14,016,830 16,093,860 4,588,2Q8 35,659,467New Mexico.................................. 0 0 759,085 0 0 759,085New York..................................... 0 0 61,735,058 0 0 61,735,058North Carolina ............................. 67,104 130,000 4,726,842 0 425,947 5,349,893
North Dakota ................................ 63,250 0 206,818 10,000 187,750 467,818Ohio .......................................... 2,946,145 23,121,632 42,817,322 8,576,559 9,296,727 86,758,385Oklahoma ................................ 88,192 56,202 2,226,470 57,968 59,433 2,488,265Oregon ....................................... 0 0 4,002,063 0 0 4,002,063Pennsylvania ............................ 1,231,511 4,706,439 77,392,329 15,798,278 4,827,798 103,956,355
Puerto Rico .................................... 46,648 630,471 620,730 782,353 220,202 2,300,404Rhode Island............................. 195,187 0 7,845,324 1,379,285 470,745 9,891,541South Carolina ............................... 708,570 44,500 1,569,672 141,714 94,476 2,558,932South Dakota ................................. 52,860 40,178 1,253,051 0 164,620 1,510,709Tennessee ................................... 172,700 0 3,161,500 0 60,600 3,394,800
Texas ........................................ 0 9,440,041 7,205,584 0 0 16,645,625Utah .......................................... 0 0 1,617,000 0 0 1,617,000Vermont...................................... 0 0 930,000 0 0 930,000Virgin Islands ................................ 0 893,057 723,067 496,653 64,142 2,181,919Virginia ....................................... 121,600 132,700 10,097,100 663,600 44,300 11,059,300
Washington .................................. 0 0 1,845,750 0 0 1,845,750West Virginia ................................. 0 0 399,211 136,917 440,566 976,694Wisconsin .................................... 0 0 2,814,479 0 200,000 2,384,479Wyoming ..................................... 0 0 485,267 0 0 485,267

Source: Department of Health, Education, and Welfare.



B. SOCIAL SERVICES PROVISIONS

(Title II of the Bill)

DESCRIPTION OF PRESENT LAW PROGRAM

In addition to providing Federal funding for cash public assistanceto certain categories of needy individuals, the welfare titles of theSocial Security Act have provided funding for a variety of socialservices programs. Originally, the costs of social services were con-sidered a part of the administrative costs of operating cash public
assistance programs, but subsequent amendments provided separaterecognition of social services programs, expanded their availability topersons not receiving cash assistance, permitted funding of servicesprovided by other than the welfare agency itself (including services bynon-public agencies), and increased the Federal rate of matching to75 percent (90 percent in the case of family planning services).

Prior to fiscal year 1973, Federal matching for social services, like
Federal matching for welfare payments, was mandatory and open-ended. Every dollar a State spent for social services was matched bythree Federal dollars. In 1971 and 1972 particularly, States made use
of these provisions to increase at a rapid rate the amount of Federal
money going into social services programs.

In 1972, the Congress established a $2.5 billion annual ceiling on theamount of Federal funding for social services programs effective forfiscal year 1973 and subsequent fiscal years. The permanent ceiling
level remains at $2.5 billion although a temporary ceiling of $2.9billion is in effect for fiscal 1979. Under this overall national ceiling,each State has a ceiling established which is based on its population
relative to the population of the entire Nation.

In 1974, Congress substantially revised the statutes governing thesocial services programs. The 1974 legislation transferred the provi-
sions governing social services programs from the cash public assistance
titles of the Social Security Act to a new separate services title (titleXX). The Federal matching percentage for services remained at 75percent under the new title XX program and the overall ceiling of$2.5 billion allocated among the States on a population basis was not
changed.

HEW estimates that nearly all States are expected to use all orclose to all of their title XX funds in 1979. A substantial number ofStates are spending more than their allotments on services which wouldqualify for title XX funding, and are paying for them out of State and
local funds.

Individuals and families may qualify for federally matched social
services if they are welfare recipients or meet certain income require-
ments. (See table 16 for use of funds by category of recipients.) States



may not provide services, other than protective services, family
planning services, and information and referral services to families
with incomes above 115 percent of the State median income. For 1980,
this ranges from a low of $16,830 for a family of four in Mississippi, to
a high of $36,937 in Alaska. (See table 13.)

States use their title XX money in very different ways, depending
on their own State-determined needs. On a national basis, the service
for which the largest amount of money is being spent is child day
care. HEW estimates for 1979 indicate that about 21 percent of all
Federal social services funds will be spent for child day care. Home-
maker/chore services are expected to account for slightly more than
12 percent of all funds in 1979, and education, training and employ-
ment services are estimated to account for an additional 10 percent.
Protective services and child foster care services together will account
for another 16 percent of total spending. (See tables 14 and 15.)

DETERMINATION OF AMOUNT ALLOCATED TO STATES

(Section 201 of the Bill)

Present law.-As indicated above the present permanent ceiling on
title XX Federal funding of social services was established in 1972 at
a level of $2.5 billion. Legislation enacted in 1976 provided for a
temporary increase in the limit on Federal funding under the title XX
program. The amount made available was $40 million for the calendar
quarter July-September 1976, and $200 million for fiscal year 1977.
The additional funding was allocated among the States in the same
way as the permanent $2.5 billion limit, i.e., on a population basis.
The new funds were made available to the States on a 100 percent
Federal funding basis and could not exceed the amount of State ex-
penditures for child care. Subsequent legislation extended these tem-
porary funding provisions for fiscal years 1978 and 1979, thus providing
the States'with an additional $200 million in title XX funds for those
years. In addition, the 95th Congress temporarily raised the basic
$2.5 billion ceiling on social services spending to $2.7 billion for social
services, resulting in an overall ceiling of $2.9 billion including the
special funding for child care. Under present law, the annual amount
of Federal funding for title XX services reverted to $2.5 billion (the
amount provided under the permanent ceiling) as of October 1, 1979.
(See table 11 for State-by-State allocations for fiscal year 1979.)

Committee bill.-When the $2.5 billion ceiling was originally estab-
lished in 1972, it. was adequate to allow room for significant program
growth in most States. Even then, however, there were some States
already at their limits under the ceiling, and since then all States have
reached their maximum funding level. As a result, there is no addi-
tional room for meeting additional services needs within the present



ceiling. While States may be able to reevaluate their title XX pro-
grams to effect economies and to eliminate some items of low priority,
such savings would tend to be offset by the impact of inflation on
other, high priority services.

It was the judgment of the committee in making its budgetary
recommendations earlier in the year, that this program should at least
be maintained at its fiscal 1979 level of $2.9 billion. It is the under-
standing of the committee that the budgetary goals for fiscal year
1980 incorporated in the First Concurrent Budget Resolution were
consistent with a continuation of the $2.9 billion title XX level. (In
social services as in several other areas of the budget, the House inter-
pretation of the First Budget Resolution differed substantially from
the Senate interpretation. The House interpretation held that the
budgetary goals in the social services function would accommodate a
title XX funding level of $3.1 billion and that is the level incorporated
in the House version of H.R. 3434. In the Senate, however, the First
Budget Resolution was interpreted by the Senate Budget Conferees
as alo"ing room in that budget function for no more than a $2.9
billion title XX program funding level.)

The Senate has now passed a Second Budget Resolution for fiscal
year 1980 with budgetary totals which are inconsistent with a ceiling
for this program in excess of $2.7 billion. This, of course, represents the
Committee's understanding as to the assumption for this program
underlying the Budget Resolution totals. The Committee recognizes
that the Budget Resolution is binding only as to its totals and not asto specific legislative assumptions which may have been understood
to underlie those totals. Nevertheless, the overall budgetary totals-in
the second resolution, as passed by the Senate, would require even more
substantial reductions in other programs under Finance Committee
jurisdiction. Consequently, the committee believes that it cannot, inthe light of the Senate Budget Resolution, recommend a fiscal 1980title XX level in excess of $2.7 billion at this time. The Committee
stands ready, however, to reassess this level after Congress completes
action on the Second Budget Resolution.

While the Committee, for the reasons stated above, cannot recom-
mend title XX levels in excess of $2.7 billion for fiscal year 1980, the
Committee is concerned about the impact of inflation on the programs
operated under that title and particularly so in view of the fact that
the permanent ceiling has been reached by all States. For this reason,
the committee believes that is it appropriate at this time to consider
a moderate amount of indexing for this program over the next several
years, in order both to provide some assistance to States in meeting
the impact of inflation on high priority service programs and to pro-
vide States with advance knowledge of the amount of funding they
can expect for those programs. Under the committee bill, therefore,
the title XX ceiling will be indexed to inflation in the following manner:
for fiscal year 1980 and each subsequent year, the ceiling will be modi-
fied by the percentage change (increase or decrease) in the consumer



price index during the preceding year. This percentage change willbe applied to the permanent $2.5 billion base and will be added to
the prior year ceiling (or subtracted from it in the event of a decrease).(For fiscal year 1980 the "prior year ceiling" will be the permanent
ceiling of $2.5 billion rather than the temporary $2.9 billion.) Incalculating these cost of living modifications, any increase (or decrease)
which is not an exact multiple of $100 million will be rounded down-
ward to the next lower multiple of $100 million.

The period over which the change in the cost of living will be meas-
ured under the bill is the one-year period ending 6 months before thestart of the fiscal year in question. This is the same indexing period
used for purposes of determining cost of living increases under thesocial security program. In order to assure that this indexing formulawill not create an unanticipated drain on the Federal Treasury, the
bill specifies that the percentage increase in any year cannot exceed theinflation rate assumed by the Senate Budget Committee in develop-ing the second concurrent budget resolution for fiscal year 1980, as
shown on page 25 of Senate Report 96-311. (In the case of fiscal yearsafter 1984, the percentage would be limited to the Budget Com-
mittee's forecasted inflation rate of 7.4 percent for 1984.)

Under current economic forecasts of the Administration and theCongressional Budget Office, the indexing formula in the committeebill will result in a title XX ceiling level of $2.7 billion in fiscal year1980, $2.9 billion in fiscal year 1981, $3.10 billion in fiscal year 1982,$3.2 billion in fiscal year 1983, and $3.2 billion in fiscal year 1984 and$3.3 billion in fiscal year 1985. In order to assure a reevaluation ofthe appropriateness and the effectiveness of the indexing provisions,
the bill provides that further increases under the indexing provisionswill not take place after the ceiling reaches a level of $3.3 billion inthe absence of subsequent legislation to extend those provisions.

SPECIAL ALLOCATION FOR CHILD CARE SERVICES

(Section 202 of the Bill)

Present law.-Among other provisions in the 1974 social servicesamendments was a formal incorporation into the title XX program ofcertain standards for child care services funded under the title XX
program. The child care standards were a modified version of theFederal Interagency Day Care Requirements which were publishedin 1968. The Federal Interagency Requirements had previously been
applicable to child care under the social service program but compliance
with them had not been monitored.

The standards for child care were to have become effective beginning
October 1, 1975. However, because the imposition of the standardsrelating to staffing would have increased the cost of operation of theprogram and because of disagreement as to the appropriateness of the
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standards, Congress enacted legislation postponing their implementa-tion on a mandatory basis, pending a study of their appropriateness
which the law required be conducted by the Department of Health,Education, and Welfare. The findings of that study were published inJuly 1978 and the Department is currently holding hearings on pro-posed regulations which it expects to issue in final form before theend of calendar year 1979.

Pending resolution of the standards issued the 1976 legislationprovided for an increased level of title XX funding to enable States toimprove their child care programs in such ways as they found mostappropriate. On a full-year basis the additional funding provided forin that legislation totaled $200 million which was available to theStates without the usual 25 percent non-Federal matching require-ment. This funding could be used only for services related to the pro-vision of child care. (However, States were free to use this amount tocontinue existing child care programs as well as to improve those pro-grams or provide new child care services.) This special $200 millionallocation for child care has subsequently been continued throughfiscal year 1979 (as a part of the overall $2.9 billion ceiling).

Committee bill.-The Committee believes it is appropriate, at leastfor the time being, to continue this special child care allocation thathas been in existence for the past few years. Accordingly the Com-mittee bill provides that, in fiscal 1980 and 1981, that $200 million ofthe overall title XX ceiling (as determined under the precedingsection) will be considered as a child care allocation available withoutnon-Federal matching requirement.

TEMPORARY LIMITATION ON FUNDS FOR TRAINING

(Section 203 of the Bill)
Present law.-In addition to providing for the funding of socialservices, title XX also provides for funding "personnel training andretraining directly related to the provision of those services (includingboth short- and long-term training at educational institutions throughgrants to such institutions or by direct financial assistance to studentsenrolled in such institutions)." Federal funding for training costs, likeother Federal funding under title XX, is on a 75 percent Federal, 25percent non-Federal basis. Training funding, however, is not governedby the overall title XX funding ceiling but is completely open-ended.The President's budget for fiscal year 1980, citing recent rapid growthin expenditures for training, proposed legislation to place a limit onFederal funding for training for each State equal to 3 percent of its titleXX allocation. This limit would have been phased in over a 3-yearperiod. Table 17 shows the most recent estimates of expected Federalcosts of title XX in fiscal 1979.
Committee bill.-The committee amendment would establish a limit,for one year (fiscal year 1980), on the amount of Federal matchingfunds available to the States for training. Notwithstanding any otherprovision of law, the limit for each State would be equal to 4 percent



of that State's 1980 allotment under the title XX funding ceiling or the
actual amount spent by the State in fiscal year 1979, whichever is
higher.

In establishing this fiscal year 1980 limit, the committee notes that
it is changing the open-ended nature of the funding for this program
but is not changing the entitlement nature of the program. As with
other Social Security Act matching grant programs, States have a
right to expect that the Federal Government will live up to its statu-
tory commitment to match qualified expenditures.

The Committee expects that the Department of Health, Education,
and Welfare will undertake a thorough review of how title XX training
funds are being used by the States, and the effectiveness of current
State training programs in improving the delivery of title XX services.
The Committee intends to develop a more permanent resolution of this
matter and will need this information in its consideration of legislation
relating to the use of training funds in years after 1980. Because the
committee intends to review this issue in the near future, it did not
include the provision of the House bill requiring an HEW-approved
State plan starting in 1981.

USE OF RESTRICTED PRIVATE FUNDS FOR TRAINING PROGRAMS

(Section 204 of the Bill)

Present law.-Under present law, donated private funds used for
title XX services must be donated to the State without restrictions
(1) as to use, other than restrictions as to the type of donor who is not
a sponsor or operator of a program to provide these services, and (2)
as to the geographic area in which the services are to be provided.

Committee bill.-The committee bill would permit the acceptance
by the State of restricted private matching funds for social services
training for fiscal year 1980. Funds used as the non-Federal match
under authority of this provision could not be used to pay for training
provided by for-profit facilities. The committee believes that allow-
ing for the use of restricted private matching funds will encourage
private organizations and foundations to contribute to the strengthen-
ing of State training programs, thereby improving the State's capacity
to deliver services to those who need them. Since this is an expansion
of existing authority in this area, the Department of Health, Educa-
tion, and Welfare should monitor the use made of this authority.
However, the committee intends that such monitoring be carried out
in a careful and reasonable manner that will not result in discouraging
those who would wish to make use of the provision. The committee
believes that the provisions of section 204 placing a ceiling on the
previously open-ended nature of the title XX training provisions
largely remove whatever objections might otherwise be raised against
permitting the use of donated funds on a restricted basis. However,
since that section is effective only for one year pending further study
of the issue by the committee, a similar one-year limitation has been
placed on this provision. The committee expects, however, that it
would act to extend this provision at the time that it recommends a
further resolution of the ceiling issue.



TABLE i11.-TITLE XX SERVICES: FEDERAL ALLOCATION BY
STATE, FISCAL YEAR 1979

[Dollar amounts in thousands]

Allocations Allocations of Allocations
under the $200 million under total

$2.7 billion earmarked $2.9 billion
State ceiling for day care ceiling

Alabama ....................... $46,099 $3,415 $49,514
Alaska ......................... 4,805 356 5,161
Arizona ........................ 28,552 2,115 30,637
Arkansas ...................... 26,527 1,965 28,492
California ...................... 270,682 20,051 290,733

Colorado ....................... 32,489 2,407 34,896
Connecticut .................... 39,206 2,904 42,110
Delaware ...................... 7,321 542 7,863
District of Columbia ........... 8,830 654 9,484
Florida ......................... 105,921 7,846 113,767

Georgia ........................ 62,513 4,631 67,144
Hawaii ......................... 11,157 827 11,984
Idaho .......................... 10,452 774 11,226
Illinois ......................... 141,240 10,462 151,702
Indiana ........................ 66,689 4,940 71,629

Iowa ........................... 36,099 2,674 38,773
Kansas ........................ 29,056 2,152 31,208
Kentucky ...................... 43,118 3,194 46,312
Louisiana ...................... 48,313 3,579 51,892
Maine ......................... 13,459 997 14,456

Maryland ...................... 52,124 3,861 55,985
Massachusetts ................ 73,067 5,412 78,479
Michigan ..................... 114,511 8,482 122,993
Minnesota ..................... 49,872 3,694 53,566
Mississippi .................... 29,609 2,193 31,802



TABLE 11. -TITLE XX SERVICES: FEDERAL ALLOCATION BY
STATE, FISCAL YEAR 1979--Continued

[Dollar amounts in thousands]

Allocations
under the

$2.7 billion
ceilingState

Allocations of
$200 million

earmarked
for day care

Allocations
under total
$2.9 billion

ceiling

M issouri .......................
M ontana .......................
Nebraska ......................
Nevada ........................
New Hampshire ...............

New Jersey ....................
New M exico ...................
New York ......................
North Carolina .................
North Dakota ..................

O h io ...........................
Oklahom a .....................
O regon ........................
Pennsylvania.............
Rhode Island. ...........

South Carolina .................
South Dakota ..................
Tennessee .....................
Texas ..........................
U ta h ...........................

Verm ont .......................
V irgin ia ........................
W ashington ....................
W est Virginia ..................
W isconsin .....................
W yom ing .......................

Total .......

60,098
9,471

19,534
7,673

10,339

92,273
14,691

227,463
68,790
8,088

134,460
34,791
29,295

149,202
11,660

35,823
8,629

53,004
157,063
15,446

5,987
63,293
45,432
22,905
57,973
4,906

2,700,000

4,452
702

1,447
568
766

6,835
1,088

16,849
5,096
599

9,960
2,577
2,170
11,052

864

2,654
639

3,926
11,634
1,144

64,550
10,173
20,981
8,241
11,105

99,108
15,779

244,312
73,886
8,687

144,420
37,368
31,465

160,254
12,524

38,477
9,268

56,930
168,697
16,590

444 6,431
4,688 67,981
3,365 48,797
1,697 24,602
4,294 62,267

363 5,269

200,000 2,900,000

Source: Department of Health, Education, and Welfare.



TABLE 12.-TITLE XX ALLOCATIONS AT VARIOUS CEILING
LEVELS'

[In thousands of dollars]

State $2.5 billion $2.7 billion $2.9 billion $3.3 billion

Alabama ............... 42,640 46,051 49,462 56,285
Alaska ................. 4,703 5,079 5,455 6,207
Arizona ................ 26,533 28,655 30,778 35,023
Arkansas ............... 24,775 26,757 28,739 32,703
California .............. 253,035 273,278 293,521 334,006

Colorado ............... 30,265 32,686 35,107 39,950
Connecticut ............ 35,915 38,788 41,661 47,408
Delaware ............... 6,725 7,263 7,801 8,877
District of Columbia.... 7,973 8,610 9,248 10,524
Florida ................. 97,673 105,486 113,300 1-28,928

Georgia ................ 58,335 63,002 67,669 77,002
Hawaii ................. 10,343 11,170 11,997 13,652
Idaho .................. 9,903 10,695 11,487 13,071
Illinois ................. 129,950 140,346 150,742 171,534
Indiana ............... 61,595 66,523 71,450 81,305

Iowa .................... 33,270 35,932 38,593 43,916Kansas ................. 26,880 29,030 31,181 35,482
Kentucky ............... 39,960 43,157 46,354 52,747
Louisiana ............. 45,310 48,935 52,560 59,809
Maine .................. 12,538 13,541 14,544 16,550

Maryland .............. 47,830 51,656 55,483 63,136
Massachusetts ......... 66,818 72,163 77,508 88,199
Michigan ............... 105,495 113,935 122,374 139,253
Minnesota ........... 45,935 49,610 53,285 60,634
Mississippi ............. 27,608 29,816 32,025 36,442



TABLE 12.-TITLE XX ALLOCATIONS AT VARIOUS CEILING
LEVELS '-Continued

[In thousands of dollars]

State- $2.5 billion $2.7 billion $2.9 billion $3.3 billion

Missouri .............. 55,480 59,918 64,357 73,234Montana ............... 8,793 9,496 10,199 11,606Nebraska ............... 18,038 19,481 20,924 23,810Nevada ................. 7,315 7,900 8,485 9,656New Hampshire ........ 9,810 10,595 11,380 12,949
New Jersey ............. 84,695 91,471 98,246 111,797
New Mexico ............ 13,750 14,850 15,950 18,150New York ............... 207,135 223,706 240,277 273,418North Carolina ......... 63,848 68,955 74,063 84,279North Dakota ........... 7,545 8,149 8,752 9,959
Ohio ................. 123,663 133,556 143,449 163,235Oklahoma .............. 32,485 35,084 37,683 42,880Oregon ................. 27,458 29,654 31,851 36,244Pennsylvania ........... 136,190 147,085 157,980 179,771Rhode Island ........... 10,805 11,669 12,534 14,263
South Carolina ........ 33,235 35,894 38,553 43,870South Dakota ........... 7,960 8,597 9,234 10,507
Tennessee........... 49,680 53,654 57,629 65,578
Texas .................. 148,265 160,126 171,987 195,710Utah ................... 14,653 15,825 16,997 19,341

Vermont ................ 5,580 6,026 6,473 7,366Virginia ................ 59,340 64,087 68,834 78,329
Washington ............ 42,273 45,654 49,036 55,800West Virginia ........... 21,483 23,201 24,920 28,357
Wisconsin .............. 53,783 58,085 62,388 70,993
Wyoming ............... 4,690 5,065 5,440 6,191

1 Based on fiscal 1980 population distribution.
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TABLE 13.-FEDERAL INCOME LIMITS ON ELIGIBILITY FOR
SOCIAL SERVICES (FISCAL 1980-FAMILY OF 4)1

Maximum income level for
services

If no fee is If a fee is
charged 2 (80 charged (115

percent of percent of,
median median,
income) income)

Alabama .............................. $13,303 $19,123Alaska ................................. 3 18,723 36,937Arizona ................................ 15,281 21,966
Arkansas .............. 12,054 17,328
California ............................. 16,686 23,987
Colorado ......................... 16,145 23,208
Connecticut .......................... 16,375 23,539Delaware ............ .............. 14,596 20,982District of Columbia ................... 15,238 21,904Florida ................................ 14,299 20,555
Georgia .......................... 13,468 19,360Hawaii ............................... 17,374 24,976
Idaho ................................. 13,281 19,091
Illinois ................................ 16,194 23,279Indiana ................................ 15,305 22,001
Iowa ................................... 14,753 21,207
Kansas ................................ 14,703 21,136Kentucky ...................... 13,011 18,704a n a ............................. 13,209 18,988M aine................................. 12,020 17,279
Maryland ............................. 16,954 24,372
Massachusetts ....................... 15,606 22,434M ichigan .............................. 16,726 24,044
Minnesota ........................ 16,572 23,822
Mississippi . ... ............. 11,708 16,830
M issouri ................ ........ .
Montana .......................... 14,290 20,541Nebraska ............................ 13,111 18,847Nevada ................................ 16 ,246 23,354New Hampshire ....................... 14,552 20,919



TABLE 13.-FEDERAL INCOME LIMITS ON ELIGIBILITY FOR
SOCIAL SERVICES (FISCAL 1980--FAMILY OF 4) -- Continued

Maximum income level for
services

If no fee is If a fee is
charged (80 charged (115

percent of percent of
median median
income) income)

New Jersey ............................ 17,127 24,620
New Mexico ........................... 13,441 19,321
New York ......................... 14,573 20,948
North Carolina ..................... 13,002 18,690
North Dakota .......................... 12,806 18,409

Ohio ................................... 15,356 22,074
Oklahoma ............................. 13,715 19,716
Oregon ................................ 15,817 22,737
Pennsylvania .......................... 14,678 21,100
Rhode Island .......................... 14,328 20,597

South Carolina ........................ 13,258 19,059
South Dakota .......................... 12,586 18,093
Tennessee ............................ 12,542 18,029
Texas .................................. 15,144 21,770
Utah ................................... 14,600 20,988

Vermont ............................... 13,105 18,838
Virginia ............................... 15,395 22,131
Washington ........................... 16,166 23,238
West Virginia .......................... 13,434 19,312
Wisconsin ............................. 16,087 23,125
Wyoming .............................. 16,604 23,868

1 The median income levels are adjusted each year by HEW using data supplied
by the Census Bureau.

2 States may impose fees subject to HEW regulation but need not. Forty States do
so for at least some services.

3 100 percent of national median income. The income limit for services without afee is 100 percent of the national median income where that amount is lower than
80 percent of State median income. (80 percent of Alaska State median income is
$25,695.)

Source: Department of Health, Education, and Welfare.



TABLE 14.-TITLE XX SERVICES: ESTIMATED DISTRIBUTION OF
FEDERAL FUNDS AMONG SELECTED SERVICES, FISCAL YEARS
1978 AND 1979

[Dollar amounts in millions]

1978 1979

Total costs ......................

Federal share:
Day care-children .................Homemaker/chore ................
Education, training, and employ-

ment ........ ...........
Protective services ................
Foster care-children ...............
Counseling services ...............
Health-related .....................
Residential care and treatment...
Fam ily planning ...................
O ther ..............................

Total Federal share .............

$3,719 $3,937

537
302

582
329

264 289
279 305
127 139
391 428
127 139
83 91
44 48

463 468

2,617 2,818
Source: U.S. Budget appendix, fiscal year 1980.



TABLE-15.-TITLE XX SERVICES: ESTIMATED NUMBER OF RECIP-
IENTS PER QUARTER BY TYPE OF SERVICE, FISCAL YEAR
1978

(Thousands)

1978

Selected services (nonadditive, recipients may receive more
than 1 service):

Day care-children ........................................ 383
Homemaker/chore ...................................... 339Education, training, and employment ................... 375
Protective services ...................................... 564
Foster care-children ..................................... 163
Counseling services ..................................... 476
Health-related ........................................... 524Residential care and treatment ......................... 93
Fam ily planning ......................................... 229

Source: U.S. Budget appendix, fiscal year 1980.

TABLE 16L-TITLE XX SERVICES: PERCENTAGE DISTRIBUTION
OF FEDERAL FUNDS BY 3 MAJOR CATEGORIES OF RECIPI-
ENTS, FISCAL YEARS 1976 AND 1978

Percentage
1976 1978 change

Income maintenance recipients:
AFDC ............................ 40 31 -9
SSI .............................. 20 22 + 2
Medicaid only ................... 2 1 -1

Income eligible recipients .......... 30 33 +3
Without regard to income recipi-

ents1 .... . . . . . . . . . . . . . . . . . . . . . . . . . .  8 13 + 5

I States may provide only 3 types of services to persons who do not meet the title
XX income requirements. These are information and referral services, family plan-
ning services, and protective services.

Source: Department of Health, Education, and Welfare.



EMERGENCY SHELTER

(Section 205 of the bill)

Present law.-Under present law, States may use funds to provide
emergency shelter for children as a protective service for up to 30 days.
HEW regulations provide that this service is limited to 30 days within
any 6-month period. Every State now provides for emergency shelter
services for children as part of the State plan.

Committee bil.-The bill would allow States to provide shelter care
for adults who are in need of this service as well as for children. Under
the committee bill, emergency shelter could be provided, for up to 30
days in any 6-month period, as a protective service to an adult in
danger of physical or mental injury, neglect, maltreatment, or
exploitation. Many adults faced with emergency situations arising
from domestic violence, accident, or other cause may be temporarily
unable to provide for themselves and, in particular, may face an urgent
and immediate need for short-term shelter. Moreover, the committee
has been told by the administration that cases involving the need for
emergency shelter for a child will often also involve a similar need for
a parent of the child. Under the committee provision, States would be
given the flexibility to deal with situations of this type.

MULTIYEAR PLAN; CHOICE OF FISCAL YEAR

(Section 206 of the bill)

Present law.-Title XX of the Social Security Act provides great
flexibility to the States in the design and operation of social services
programs to meet the needs of their citizens. Because of the diversity
of needs and services programs, the statute requires States to under-
take periodic reassessment of these programs through the development
each year of a comprehensive social services plan which will govern
the operations and scope of the program within the State. States ,have
the option under present law of using either the Federal fiscal year or
the fiscal year used by the State government as the social services
program year to which the annual State plan will apply.

Committee bill.-The committee believes that it would be appro-
priate at this time to provide a degree of additional flexibility to the
States in developing their social services plans. Accordingly, the com-
mittee amendment would eliminate the requirement that such plans



be limited to only a single year and would allow States the option
of using a 1-, 2-, or 3-year services program period. The com-
mittee feels that adequate levels of reassessment can be achieved
within these longer periods and that States will be able to conserve
some of resources now devoted to the annual planning process. How-
ever, if States elect a program period of longer than one year, the State
agency will be required to publish and make generally available such
information concerning the program at such times as the Secretary
may by regulation require. The committee amendment also allows
States an additional option as to the fiscal year with which the services
program periods must coincide. Under the amendment, States would
be permitted the option of using a services program period which
coincides with the fiscal year used by the local units of government
within the State. This change is necessary in those States where local
governments have a major role in the operations of the title XX pro-
gram and utilize a fiscal year which differs from both the State and
Federal fiscal years.

SOCIAL SERVICES FUNDING FOR TERRITORIES

(Section 207 of the Bill)

Present law.-Puerto Rico, Guam, and the Virgin Islands do not
participate in the title XX social services program on the same basis
as the States. Instead, they may receive an allotment for social
services only from the amount that the States and the District of
Columbia certify, after the beginning of the fiscal year, that they will
not use out of their share of the $2.5 billion in Federal funding under
the title XX program. The law specifies that in no case can the allot-
ment exceed $15 million for Puerto Rico and $500,000 each for Guam
and the Virgin Islands. Because under present provisions of law these
jurisdictions do not know in advance of the program year whether they
will have any title XX funds available to them, or the magnitude of
those funds, they have had difficulty in making the most effective use
of the funds that have become available.

Committee bill.-The committee bill would amend present law by
providing that, beginning in fiscal year 1980, a separate title XX
entitlement amount would be established, as follows: Puerto Rico,
$15 million; Guam and the Virgin Islands, $500,000; and the Northern
Marianas, $100,000. This provision will allow these jurisdictions to
plan in advance how their social services funds should be spent in order
to provide for the effective delivery of such services.



TABLE 17.-TITLE XX TRAINING FUNDS-1979 ESTIMATED
FUNDING AND IMPACT OF 4-PERCENT LIMIT

[in thousands of dollars]

Estimated 4 percent of
1979 Federal $2.7 billionState funding allocation

TOTAL ...................... 88,779 107,997

Alabama ........................... 745 1,842Alaska ................................. 439 203
Arizona ........... 1,277 1,146Arkansas .............................. 1,615 1,070
California ............................. 5,014 10,931
Colorado ............................. 1,464 1,307
Connecticut ........................... 8,605 1,551Delaware............ ... 256 290
District of Columbia................... 226 344Florida ................................ 728 4,219
Georgia ............................... 3,075 2,520
Haw aii ................................ 92 446
Idaho .................................. 357 427
Illinois ............................... 556 5,613
Indiana ............................... 214 2,660
Iow a ................................... 6 14 1,437
Kansas ................................ 1,088 1,161Kentucky ......................... 2,095 1,726Louisiana ......................... 1,665 1,957Maine ............................. 504 541

Maryland .............................. 1,676 2,066Massachusetts ........................ 4,251 2,886Michigan ......... .................. 2,509 4,557
Minnesota ........................ 1,684 1,984
M ississippi ......................... 1,292 1,192
M issouri .............................. 1,020 2,396
M ontana .............................. 757 379
Nebraska ............................. 282 779Nevada ............................ . 277 316
New Hampshire ....................... 77 423
New Jersey ........................... 3,731 3,658
New Mexico ........................... 1,301 594New York ............................. 6,721 8,948
North Carolina ....................... 3,925 2,758North Dakota .......................... 223 325



TABLE 17.-TITLE XX TRAINING FUNDS-1979 ESTIMATED
FUNDING AND IMPACT OF 4-PERCENT LIMIT-Continued

[in thousands of dollars]

Estimated 4 percent of
1979 Federal $2.7 billion

State funding allocation

Ohio a. 805 5,342
Oklahom a ............................. 394 1,403Oregon ................................ 1,414 1,186
Pennsylvania ......................... 3,896 5,883
Rhode Island ........................ 555 466
South Carolina ........................ 948 1,435
South Dakota .......................... 340 343
Tennessee ............................ 1,546 2,146
Texas ................................. 9,625 6,405
Utah .................................. 1,498 633

Vermont ............................ 505 241
Virginia ............................... 596 2,563
Washington ........................... 2,011 1,826
West Virginia .......................... 2,428 928
W isconsin ............................. 1,686 2,323
W yom ing .............................. 177 202

Source: Based on data from Department of Health, Education, and Welfare,
representing estimates received from States, not including late claims.

PERMANENT EXTENSION OF PROVISIONS RELATING TO CHILD SUPPORT
ENFORCEMENT, CHILD DAY CARE SERVICES, AND SERVICES FOR ALCO-
HOLICS AND DRUG ADDICTS

(Section 208 of the Bill)
For the past few years, certain aspects of the social services and child

support programs have been operated under authority of provisions
which were originally enacted on a temporary basis and had been ex-
tended from time to time. During the last Congress there appeared to
be general agreement on the desirability of extending these provisions
on a permanent basis. However, for reasons unrelated to these provi-
sions, the legislation to accomplish that objective did not reach final
enactment prior to the adjournment of the Congress. Consequently,
authority to fund these programs lapsed as of October 1, 1978. Because
of the importance of these provisions and the fact that States had
continued to provide these services in the expectation that the author-
ity for them would be restored, the Senate acted early in this Congress
to pass legislation reinstating the funding for these programs on a per-
manent basis and retroactive to October 1, 1978. This legislation was



agreed to as an amendment to the bill H.R. 3091. Up to now, howeverthe House of Representatives has been unwilling to agree to theseamendments to that bill. The committee has incorporated provisionsidentical in substance to the Senate-passed amendment to H.R. 3091in section 208 of the committee bill as described below.

1. CONTINUED FEDERAL MATCHING FOR CHILD SUPPORT SERVICES
FOR NONWELFARE FAMILIES

Present Law.-The child support and establishment of paternity pro-gram, enacted at the end of the 94th Congress as title IV-D of theSocial Security Act, mandates aggressive administration at both theFederal and State levels with various incentives for compliance andwith penalties for noncompliance. The program includes child supportenforcement services for both welfare and nonwelfare families. Thechild support enforcement program leaves basic responsibility forchild support and establishment of paternity to the States, but pro-vides for an active role on the part of the Federal Government inmonitoring and evaluating State child support enforcement programs,in providing technical assistance, and, in certain instances, in under-taking to give direct assistance to the States in locating absent parents
and obtaining support payments from them.

To assist and oversee the operation of State child support programs,the Department of Health, Education, and Welfare is required to setup a separate organizational unit under the direct control of a persondesignated by and reporting to the Secretary. Since the March 1977reorganization of HEW the Commissioner of Social Security is theDirector of the Office of Child Support Enforcement. The Office ofChild Support Enforcement reviews and approves State child supportenforcement plans, evaluates and audits the implementatinn of theprogram in each State, and provides technical assistance to the States.Recently the office established a National Child Support EnforcementReference Center as a central location for the identification, collectionand dissemination of useful information from State and local pro-g rams. In addition, it has created a National Institute for, Childsupport Enforcement to provide training and technical assistance topersons working in the field of child support enforcement.HEW regional child support staff, under the regional child supportrepresentative, are responsible solely for title IV-D and report directlyto the Office of Child Support Enforcement. The manner in which theDepartment of Health, Education, and Welfare has complied withthe requirement of a separate organizational unit for child supportenforcement is in keeping with the spirit and intent of present law andis analogous to the organizational structure for child support enforce-ment in many States-particularly States with highly cost-effectiveprograms such as Michigan, Massachusetts, Washington, and Iowa.The legislation creating the child support program requires eachState to have a program of child support collection and paternityestablishment services for both AFDC and non-AFDC families admin-istered by a single and separate organizational unit within the Stateunder a separate State plan for child support administered separately
from other State plans.

The States administer the child support program through separatechild support agencies, popularly referred to as IV-D agencies. In



most States the program is administered directly by the State agency,in a few States it is administered by local agencies under State super-vision and in two States it is administered by the State in some jurisdic-
tions and by local agencies in others.

The statute provides Federal matching of 75 percent for services toAFDC families and for parent locator services for families not receiv-
ing welfare benefits on a permanent basis. Matching for other services
to non-AFDC families was originally provided for one year, but has
been extended through fiscal year 1978.

The act also provides for a parent locator service within the De-partment of HEW's separate child support enforcement unit. Theact further requires that a mother, as a condition for welfare, assignher right to support payments to the State and cooperate in identifying
and locating the father and securing support payments except whencooperation is determined not to be in the best interest of the child.The legislation requires that State child support plans provide forentering into cooperative arrangements with appropriate courts andlaw enforcement officials to assist the child support agency in adminis-
tering the program. The law specifically requires the entering into offinancial arrangements with such courts and officials in order to assureoptimum results under the child support program and with respect toany other matters of common concern to the courts and the child
support agency.

In the first 44 months of the child support program (August 1975through March 31, 1979), States have reported total collections
of over $3.2 billion, of which $1.47 billion was for AFDC families and
$1.76 billion for families not on welfare, at a total cost of $0.95 billion
or 30 cents per dollar collected (see table 18).

The increasing success of the child support enforcement programis reflected not just in the amounts of child support collected, but
also in other program results. In those States reporting the informa-
tion:

In the first 44 months of the child support enforcement pro-gram, 1,439,000 absent parents were located; there were 870,000
support obligations established; and paternity was established bythe courts for 293,000 children (see table 19).

It was the expectation of the committee that the successful imple-mentation of the child support program would result in a decrease inthe aid to families with dependent children (AFDC) rolls. Nonwelf are
families would receive increased child support collections, and wouldtherefore not be forced to turn to the AFDC program for assistance.
In addition, families already on the rolls would be enabled to becomeself-supporting and end their welfare dependency. In fact, the numberof AFDC recipients in July 1979, the latest month for which statistics
are available, was the lowest since July 1971. The current number ofrecipients, 10.2 million, is a decrease of over 1.2 million from March
1976. The child support program may well have been a factor in thesedecreases. There is no way of knowing how much has been saved inwelfare costs in those cases where the family receives child support and
need not apply for welfare payments.

Committee bill.-The committee believes that the requirement thatevery State have a program of child support collection and paternity
establishment services for families that are not receiving welfare is an



essential component of the child support program. The purpose of the
requirement is to assure that abandoned families with children have
access to child support services before they are forced to apply for
welfare. It is the opinion of the committee, supported by the state-
ments of many State child support administrators, that access to
these services often means the difference between a family's reliance
on welfare support and being supported by a legally responsible parent.
Most of the families being served are marginally eligible for AFDC,
and without child support services are likely to end up on the welfare
rolls.

The committee believes that most of the existing programs of re-
quired services for non-AFDC families will flounder if Federal financing
for the services is not fully restored. It also believes that States will not
be willing to develop and expand the programs unless they are con-
vinced that Federal financing will be continued without interruption.
In addition, it seems reasonable and fair to assist in the financing. of a
State program which is mandated by Federal law. The committee
notes in particular that States which do not have an effective program
for non-AFDC families are subject to a penalty provision which
requires a reduction in Federal matching for AFDC of 5 percent if a
State is found as the result of a Federal audit to have failed to have an
effective child support program. For these reasons, the committee
amendment would provide for Federal matching for services to
non-AFDC families on a permanent basis effective October 1, 1978.
This provision has previously been approved by the Senate as an
amendment to the bill H.R. 3091.

TABLE 18.-TOTAL AFDC AND NON-AFDC COLLECTIONS AND TOTAL EXPEND-
ITURES, BY STATE-AUG. 1, 1975 THROUGH MAR. 31, 1979

Total AFDC Total Non-AFDC Total Totalcollections collections collections expenditures

Total ........ $1,465,058,083 $1,762,544,699 $3,227,602,782 $953,750,806

Alabama .......... 4,956,091 74,258 5,030,349 10,128,665
Alaska ............ 720,135 10,750,871 11,471,006 3,408,588
Arizona ........... 1,206,785 3,936,762 5,143,547 5,263,217
Arkansas .......... 3,469,253 1,372,084 4,841,337 4,594,962
California ......... 223,983,200 243,650,688 467,633,888 227,854,100

Colorado .......... 10,522,974 3,483,708 14,006,682 9,834,045
Connecticut ....... 31,649,780 38,405,617 70,055,397 13,050,841
Delaware .......... 4,135,103 16,744,394 20,879,497 2,405,039
District of

Columbia ....... 2,165,452 167,151 2,332,603 3,510,339
Florida ............ 10,738,136 2,376,219 13,114,355 13,479,965

Georgia ........... 12,841,648 1,797,989 14,639,637 6,535,821
Hawaii ............ 4,034,988 828,161 4,863,149 2,818,852
Idaho ............. 5,524,287 834,760 6,359,047 2,726,633
Illinois ............ 28,267,968 1,024,394 29,292,362 16,096,684
Indiana ........... 19,716,753 1,185,882 20,902,635 8,482,216
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TABLE 18.-TOTAL AFDC AND NON-AFDC COLLECTIONS AND TOTAL EXPEND.

ITURES, BY STATE-AUG. 1, 1975 THROUGH MAR. 31, 1979-Continued

Total AFDC Total Non-AFDC Total Totalcollections collections collections expenditures

Iow a ..............
Kansas ............
Kentucky ..........
Louisiana ._.....
M aine .............

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

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

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

O hio ...............
Oklahoma .........
Oregon ............
Pennsylvania ......
Rhode Island ......

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

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

Wyoming ..........
Guam .............
Puerto Rico .......
Virgin Islands .....

28,698,588
11,340,075
5,830,390
9,815,824
9,461,978

27,592,476
90,042,404

246,011,400
40,629,232
2,472,734

5,012,839
1,600,499
4,162,559
1,001,385
5,961,221

70,375,066
3,151,821

129,764,535
13,032,618
2,862,622

71,970,942
3,815,412

28,698,046
87,707,365
10,866,999

4,026,671
2,745,926
6,985,657

18,494,518
12,265,318

3,400,327
18,911,694
56,718,453

2,525,180
61,158,040

997,675
165,322
444,426
407,293

2,358,028 31,056,616
451,620 11,791,695
295,710 6,126,100

20,353,070 30,168,894
620,544 10,082,522

5,735,260 33,327,736
3,400,873 93,443,277

251,336,930 497,348,330
13,259,292 53,888,524

117,046 2,589,870

832,567 5,845,406
766,023 2,366,522
680,727 4,843,286

5,142,413 6,143,798
0 5,961,221

188,997,102 259,372,168
725,894 3,877,715

216,252,435 346,016,970
2,189,734 15,222,352
432,573 3,295,195

937,274 72,908,216
1,128,965 4,944,377

174,065,015 202,763,061
493,533,051 581,240,416

123,870 10,990,869

482,395 4,509,066
236,880 2,982,806

8,896,837 15,882,494
3,731,367 22,225,885
2,091,520 14,356,838

539,426 3,939,753
137,112 19,048,806

21,614,853 78,333,306
199,613 2,724,793

12,520,701 73,678,741

240,078 1,237,753
50 165,372

1,378,124 1,822,550
106,789 514,082

7,565,228
3,834,606
5,885,832

16,481,134
3,016,003

14,725,186
15,553,523
56,825,952
26,413,375
3,020,163

7,015,141
1,918,124
2,934,028
3,415,764
1,296,798

57,059,978
3,826,732

162,354,305
12,476,111
1,399,384

24,393,706
6,904,426

22,426,861
43,454,616
2,929,807

2,408,965
3,201,491
5,148,589

28,935,670
7,141,632

1,752,156
13,741,361
23,732,282
4,433,286

21,612,707

392,193
221,471

2,411,999
1,300,254

Source: Office of Child Support Enforcement, Department of Health, Education, andWelfare.



TABLE 19.-NUMBER OF PARENT, LOCATED, SUPPORT OBLI-
GATIONS ESTABLISHED, AND PATERNITIES ESTABLISHED,
BY STATE (AFDC AND NON-AFDC FAMILIES)-AUG 1, 1975
THROUGH MAR. 31, 1979

Cases in which
Parents paternities Obligations
located established established

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

Alabam a ................
Alaska ............
A rizona ..................
Arkansas ................
California ...............

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

Georgia ............. ...
H aw aii ..................
Id aho ....................
Illinois ....... .....
Ind iana ..................

Iow a .....................
Kansas ..................
Kentucky ................
Louisiana ...............
M aine ..................

M aryland ................
Massachusetts ..........
M ichigan ................
M innesota ...............
M ississippi ..............

M issouri ................
M ontana ................
Nebraska ...............
N evada ..................
New Hampshire .........

1,438,536

30,611
5,766

19,918
13,055

158,029

21,614
25,119

1,238
3,348

78,901

50,121
15,070
16,846
33,914
17,332

2,162
20,121
8,775
8,438
2,532

49,581
16,337
73,003
8,035
9,174

6,302
3,626
6,154
1,650

292,685

13,682
30

6,652
5,779

33,438

2,537
7,872

242
650

15,532

10,846
1,576

488
6,782
3,125

841
2,999
1,053
2,202

448

12,085
3,838

14,450
3,166
1,456

(1)
126

102

870,002

19,144
705

2,021
11,647

109,924

15,752
65,092

247
1,009

33,539

220,000
4,740
6,828

45,601
6,558

2,135
18,161
2,285
9,311
1,466

20,321
35,278
18,085
6,818
1,281

1P
218

3,343
2,061



TABLE 19.-NUMBER OF PARENTS, LOCATED, SUPPORT OBLI-
GATIONS ESTABLISHED, AND PATERNITIES ESTABLISHED,
BY STATE (AFDC AND NON-AFDC FAMILIES)-AUG 1, 1975
THROUGH MAR. 31, 19 79-Continued

Cases in which
Parents paternities Obligations
located established established

New Jersey .............. 98,012 30,015 54,191New Mexico............. 7,791 381 3,873New York .............. 221,827 34,179 58,431North Carolina .......... 48,117 17,510 24,960North Dakota ............ 2,220 569 1,336

O h io .....................
Oklahom a ...............
Oregon .................
Pennsylvania ............
Rhode Island ............

South Carolina .....
South Dakota ...........
Tennessee ..............
Texas ...................
U ta h ....................

Verm ont ..... ...........
V irginia .................
Washington .............
West Virginia ............
W isconsin ...............
Wyom ing ..... ..........

G uam ....................
Puerto Rico .............
Virgin Islands ...........

75,070
9,186

96,544
21,658
3,336

7,619
268

7,954
25,528
11,220

1,716
16,475
38,473

1,291
22,914
6,826

6,876
837

14,244
239

4,032
10,936

308

2,477
383

7,238
713
435

348
3,225
1,137
155

11,566
87

42,243
3,090
929

68,112
7,041

2,528
12,942
5,995

39,890
10,326

2,271
4,347

34,980
349

23,129
1,055

2,1
312

I Never reported.
Source: Office of Child Support Enforcement, Department of Health, Education,

and Welfare.



2. PROVISIONS RELATING TO EMPLOYMENT OF WELFARE
RECIPIENTS IN CHILD CARE

GENERAL BACKGROUND

Public Law 94-401 provided a temporary increase of $200 millionin the national ceiling on Federal funding for social services undertitle XX of the Social Security Act. This special funding was origi-nally made available for fiscal year 1977 only but was subsequentlyextended to fiscal year 1978 and-as a part of last year's tax cut bill-to fiscal year 1979. In providing this additional $200 million for childcare, Congress had authorized the States to use a portion of the addedfunding (in coordination with the welfare recipient employment taxcredit) to directly reimburse employers for the cost of hiring welfarerecipients in child care jobs. While the additional funding Was ex-tended for fiscal year 1979, the special authority to use these fundsfor hiring welfare recipients was included in a separate social servicesbill (H.R. 12973) which was passed by the House and reported bythe Finance Committee but did not reach enactment. In addition toroviding for an extension of this authority, H.R. 12973, as reportedy the Finance Committee, also made certain modifications in PublicLaw 94-401 and in the tax credit. These changes were designed toimprove the coordination of the two provisions and to conform thesocial services provisions to the changes in the tax credit which were
included in the tax cut bill.

On March 28, 1979, the Senate passed H.R. 3091, amended to in-clude provisions similar to those in H.R. 12973. The committee billincludes these provisions as an amendment to H.R. 3434. (As describedabove, the committee bill also provides for the use of $200 million intitle XX funds to be used for child care, with no requirement for Statematching, for fiscal years 1980 and 1981.)

AUTHORITY TO SUBSIDIZE CHILD CARE EMPLOYMENT OF WELFARE
RECIPIENTS

Prior law.-Under Public Law 94-401 as it was in effect prior toOctober 1, 1978, States were permitted to use all or part of the special$200 million in title XX funds, provided without any non-Federalmatching requirement, to reimburse child care center operators whogave jobs to welfare recipients for the costs of employing thoserecipients. To qualify, the child care facility had to be one in which atleast 20 percent of the clientele consisted of children whose care waspaid for through the State social services program. Eligibility forreimbursement was also limited by the same conditions which appliedto the welfare recipient tax credit provisions.
Under this provision, States were authorized to provide federallyfunded reimbursement up to a total of $5,000 per year for each welfarerecipient hired in a child care job by a public or non-profit facility andup to $4,000 for each recipient hired by a proprietary facility. (Thereason for the differential was that a proprietary facility was eligibleunder the Internal Revenue Code for a tax credit of 20 percent of thewages paid to the employee.) Both the tax credit and the social servicesfunding provision were applicable the first 12 months of employment

for each recipient.



The only available data on the extent to which the States have
utilized the authority to fund the employment of welfare recipients
in child care jobs through title XX is a telephone survey conducted
by the Department of health, Education, and Welfare in October of
last year. While this is probably less complete and accurate than the
data which would be obtained from a formal reporting system, it
should represent a reasonably reliable picture of the overall magnitude
of the program. In this survey, twenty States indicated that in fiscal
year 1978 they were utilizing this authority to hire some 2,740 welfare
recipients at an overall cost of $7.7 million as follows:

TABLE 20.-ESTIMATES OF STATE SPENDING FOR GRANTS TO
HIRE CHILD CARE WORKERS, AS AUTHORIZED BY PUBLIC
LAW 94-401, FISCAL YEAR 1978

Amount Number of
State of grants recipients

Total ............................ $7,712,287 2,740

Alabam a .............................. 455,168 132
Arizona ................................ 277,914 91
Arkansas 1.............................. 128,569 55
Connecticut .......................... 2,160,000 428
Georgia ............................... 855,000 325

Illinois ...................... ......... 979,530 453
Iowa ................................... 102,912 28
Kansas' ............................... 126,402 59
Kentucky .............................. 35,469 9
Louisiana 1 ......................... .. .. .453,685 345

M innesota ............................. 35,995 13
M ississippi ....................... .... 241,000 42
Nevada ............................... 13,786 3
North Carolina ....................... 122,141 40
North Dakota2 .. . . . . . . . . . . . . . . . . . . . . . .  3,251 5

Ohio .................. ................ 125,172 35
Oklahom a ............................. 375,400 210
Rhode Island .... ..................... 42,000 30
Tennessee ............................ 1,160,894 419
Wyoming .......................... 17,999 18

Data for 3 quarters only.
2 Data for 2 quarters only.

Committee bill.-As provided under H.R. 3091 as passed by the
Senate, the committee amendment would restore, retroactive to
October 1, 1978, the authority to use title XX funds for reimbursement
of the costs of hiring welfare recipients in child care jobs. Under the
amendment, the basic title XX statute would be modified to make this



authority permanent. For fiscal year 1979, $200 million in child carefunds could be used for this purpose. After fiscal 1979, States would
receive 100 percent matching of funds used for these purposes up to 8percent of the State's share of the total Federal funding available for
the program. (In fiscal years 1980 and 1981, any such funding would
be applied first to the special $200 million child care allocation.)

CHANGES TO COORDINATE TAX CREDIT AND
SOCIAL SERVICES PROVISIONS

Present law.-The amount of wages eligible to be paid for through
the social services program was limited to $4,000 in the case of pro-prietary employers on the presumption that they would claim the
20 percent tax credit and thus receive full reimbursement for the first$5,000 of wages paid. The tax credit, however, is computed only onthe net wages actually paid by the employer after deducting anyreimbursement he receives from other sources. Thus, if an employer
pays wages of $5,000 and receives a social services grant to meet
$4,000 of that total, his tax credit would have been computed onlyon the remaining $1,000. Under the former tax credit provisions thiswould have provided a tax credit of $200 (20 percent of $1,000).H.R. 12973 as reported by the Finance Committee last year wouldhave permitted any wages reimbursed under the social services provi-
sions to be included in computing the tax credit. However, becausethe tax credit percentage has now been increased to 50 percent for thefirst year wages and 25 percent for the second year wages, this change
could result in a total reimbursement exceeding 100 percent of costs.H.R. 12973 included an overall limit of $1,000 on the credit to avoid
such situations. Even with such a limit, however, there could still be
instances of more than 100 percent reimbursement.

Committee bill.-The committee amendment would permit employ-ers who hire welfare recipients in child care jobs to include any costsreimbursed under the title XX grant program in computing their taxcredit. The amount of the credit would, however, be reduced to what-
ever extent necessary so that the combination of title XX grant andtax credit would never exceed 100 percent of the first $6,000 of wages
paid to the employee. The amendment is effective for taxable years
beginning after December 31, 1978.

CREDIT MADE APPLICABLE TO PART-TIME EMPLOYMENT

Present law.-H.R. 12973, as reported last year by the Committee,
also modified the tax credit as applicable to child care jobs so that thetax credit and the related reimbursement under the social services
provisions could be used for part-time as well as full-time employment.
The tax credit is restricted to employees who have been employed forat least 30 days on a substantially full-time basis. The purpose ofthis change was to make the credit and payment provisions availabibin cases where the child care facility might hire, for example, two
welfare recipients on a half-time basis for $4,000 per year each toperform a job for which they might otherwise hire a single full-time
employee at a salary of $8,000 per year.



Committee bill.-Effective for taxable years beginning after Decem-
ber; 31, 1978, the Committee amendment would permit the tax credit
and related title XX grant provisions to be applied to part-time as
well as full-time employment by welfare recipients in child care jobs.

CHANGES RELATED TO PUBLIC LAW 95-600

Present law.-The 1978 tax reduction act (Public Law 95-600)
made several significant changes in the tax credit provisions for hiring
welfare recipients. Under prior law, the tax credit for hiring welfare
recipients in child care jobs was limited to 20 percent of the first
$5,000 of wages and was available only through September 30, 1978.
Effective January 1, 1979, the new law treats child care jobs in the
same manner as other employment for purposes of the tax credit.
The credit is made permanent and applies to the first $6,000 of
wages (at a 50 percent rate in the first year and a 25 percent rate in the
second year).

Committee bill.-The committee amendment contains several pro-
visions related to the changes made by Public Law 95-600:

1. The title XX grant provisions would be conformed to the
$6,000 maximum wages creditable for the tax provision. (That is,
grants up to $5,000 per eligible employee could be made for
profit-making child care facilities and up to $6,000 for public and
non-profit facilities).

2. The former tax credit provisions for child care jobs are
reinstated for the period October 1, 1978 to December 31, 1978.
(After that date, the new provisions of Public Law 95-600 are
effective under existing law.)

3. A number of technical amendments are made to perfect the
transition provisions in Public Law 95-600 and to rectify certain
clerical errors in that statute.

3. ADDICTS AND ALCOHOLICS

Present law.-Since the enactment of title XX the number of States
reporting the provision of services to alcohol and drug abusers has
significantly increased. In 1976, 36 States included services to these
individuals in their State plans. In 1978, a total of 45 States indicated
that they would target services for alcoholics and drug abusers. In
Public Law 94-120 the Congress enacted several temporary amend-
ments to title XX to strengthen the services which States could provide
to alcoholics and drug addicts. These provisions, originally enacted
for 1 year, were later twice extended and-expired September 30, 1978.

Committee bill.-The committee bill would reinstate and make
permanent, effective October 1, 1978, the temporary provisions of law
relating to the use of title XX funds for certain services to alcoholics
and drug addicts. Title XX funds ordinarily may only be used to
provide health services if the services are an integral, but subordinate,
part of a social service. The law provides also that funds may not be
used for services to persons in medical institutions. The committee
amendment would make permanent those expired provisions of law
which permitted consideration of the entire rehabilitative process in
determining whether medical services provided to addicts and alco-
holics are an integral but subordinate part of a social service. Also



made permanent would be provisions allowing funding for up to 7 days
of detoxification services provided to alcoholics and drug addicts in
medical institutions, and provisions applying the privacy protections
of the Comprehensive Alcohol Abuse and Alcoholism Prevention,
Treatment, and Rehabilitation Act of 1970. This amendment has
previously been approved by the Senate as an amendment to H.R.
3091.

PROVISIONS OF THE HOUSE BILL NOT INCLUDED IN THE
COMMITTEE AMENDMENT

In addition to other matters discussed above the following pro-
visions were in the House-passed version of H.R. 3434 but have not
been included in the committee amendment.

Consultation with local officials.-Under Section 105 of the House
bill, States would be required, prior to publication of their proposed
title XX plan, to give public notice of intent to consult with the chief
elected officials of the political subdivisions of their State and provide
such officials the opportunity to present their views. A summary of
the principal views of the local officials would have to be included in
the plan.

Plan requirement for distribution of funds within a State.-Present
law requires each State to include in its plan a description of the
geographic areas in which services are to be provided and the nature
and amount of the services to be provided in each area. Section 107
of the House bill would add a requirement that the State specify thosq
areas which it has determined are in special need of services, and that
it describe the criteria used to determine the nature and amount of
services to be provided in each area.

Statement of purpose.-Current law provides that the purpose of
title XX is to encourage States to furnish services directed at 5 goals,
which are stated in the law. Section 110 of the House bill would add
language stating that it is the purpose of title XX to meet social
services needs which are not otherwise being met, particularly in areas
of the State with special needs, in order to make available a compre-
hensive range of services to eligible beneficiaries.

Committee bill.-The committee bill does not include these provi-
sions. The title XX program covers a wide range of services meeting the
varied needs of several diverse segments of the population. The pro-
gram was intentionally designed with a view towards providing each
State with great flexibility in designing, developing, and operating its
social services plan. The committee is not convinced that the addition
of several new Federal requirements is consistent with the funda-
mental purposes of the title XX program. Moreover, in the light of
the budgetary situation and the fact that all States have reached their
Federal funding ceiling levels, the committee questions whether States
should be required to divert program resources to meeting new Federal
procedural mandates. The committee is also concerned over the possi-
bility that individuals dissatisfied with the level of resources devoted
to particular programs might view these new Federal requirements as
an invitation to litigation.



C. OTHER SOCIAL SECURITY ACT PROVISIONS

(Title III of the Bill)

EARNINGS DISREGARD UNDER AFDC PROGRAMS

(Section 301 of the Bill)

Present law.-Under present law States are required, in determin-
ing need for recipients of Aid to Families with Dependent Children, to
disregard:

1. All earned income of a child who is a full-time student, or a
part-time student who is not a full-time employee; and

2. The first $30 earned monthly by an adult plus one-third of addi-
tional earnings. Costs related to work (such as transportation costs,
uniforms, union dues, child care and, other items) are also deducted
from earnings in calculating the amount of the welfare benefit.

Three problems have been raised concerning the earned income
disregard under present law. First, Federal law neither defines nor
limits what may be considered a work-related expense, and this has
led to great variation among States and to some cases of abuse. Second,
the requirement for itemization of individual work expenses results
in administrative complexity and error. Third, some States have com-
plained that the lack of an upper limit on the earned income disregard
has the effect of keeping people on welfare even after they are work-
ing full-time at wages well above the proverty line.

In an effort to curb the abuse of the work expense provision and to
simplify its administration, a number of States in the past estab-
lished standard amounts to be used in the case of all AFDC recipients
with earnings. However, in 1974 the U.S. Supreme Court in Shea v.
Vialpando ruled the policy of using a fixed work expense disregard,
regardless of actual costs, as contrary to the Social Security Act.
It said, however, that a standard allowance which would enhance
administrative efficiency would be permissible if it provided for
-individualized consideration of expenses in excess of the standard
amount. Since the ruling, a number of States have used standard
amounts for work expenses, but at the same time they are required
to allow individual recipients to make additional claims for work ex-
penses if they can show that they do in fact have such expenses.

In the summer of 1975 the Congressional Research Service con-
ducted a survey to determine State practices with respect to work
expenses. The responses indicated very wide variations among the
States, and also indicated that in most instances individual itemiza-
tion of work expenses is necessary. An analysis of AFDC work ex-
penses which are allowable in the 42 States responding to the survey
showed the following:

Child care.-Twenty-one of the responding State indicated that
they imposed no dollar limit on child care expenses. Of those that did,
the range of allowable expense was from $17 to $50 a week. (Some
States indicated that child care was not an allowable expense under
AFDC. Presumably, in those States, if child care were necessary for
an AFDC family, it would be provided through title XX vendor
payments.)
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Transportation, special clothing and lunch.-Ten States indicated
that they had a standard amount for two or all of these items, ranging
from about $25 to $44 a month. Seven States indicated that they dis-
allowed one or more of the items. More specifically, States reported
for:

1. Transportation.-Twenty States said they had no limit for
transportation expenses. Those that gave mileage limitations
ranged from 6 cents to 20 cents a mile. State did not indicate
whether they allowed car payments or repairs as work expenses.

2. Special clothing.-Twenty-five States indicated that there
was no limit for these expenses. The few that have established
limits for this category generally specified a limit of $5 a month.

3. Lunch.-Fourteen States said they had not established a
limit. Those that have, gave a range of from $0.25 to $1 a day.

States did not provide information to indicate what kinds of excep-
tions they make to their general rules, although it is known that some
exceptions are made. For example, New York indicated a limit of $50
a week for child care. However, higher amounts are generally allowa-
ble in New York City.

In addition to the above-mentioned items, States generally allow for
mandatory tax deductions and union dues.

Committee bill.-The committee believes that the broad discretion
that now exists in determining work expenses for recipients leads to
abuse, and also results in unnecessary administrative complexities and
errors. The committee amendment would address these problems by
requiring States to disregard the first $70 earned monthly in lieu of
itemized work expenses. In addition, reasonable child care expenses,
subject to limitations prescribed by the Secretary, would then be
disregarded. To preserve an incentive for additional earnings, the
committee amendment would provide for the disregard of 40 percent
of remaining earnings.

The following example compares the effects of present law and the
committee bill.

Example: Recipient earns $500 per month, pays $150 for child care;
pays $80 for itemized work expenses. State AFDC payment for family
with no income would be $330 (this is the amount of the median State
AFDC payment standard for a family of four in July 1978).
Present law:

$500 is reduced by: Amount
Basic disregard-, .------------------------------------- $3033y percent of earnings above basic disregard ----------------- 157
Child cae costs ----------------------------------------- 150
Other work expenses -------------------------------------- 80

Total disregard ........................... 417Family is paid in AFDC: $330 full payment less than $83 of earnings
which is not disregarded ------------------------------------ 247

Committee bill:
$500 is reduced by:

Basic disregard ----------------..... 70Allowable child care ------------------------------------ 150
40 percent of additional earnings ---------------------------- 112

Total disregard_ -- 332
Family is paid in AFDC-:$330 full payment less the $168 of earned

income which is not disregarded ------------------------------ 162



Using the same example but assuming higher earnings, the family
would remain eligible for AFDC up to a total earnings level of $770
per month under the committee bill as compared with $870 under
existing law.

INCENTIVE TO REPORT INCOME UNDER AFDC PROGRAMS

(Section 302 of the Bill)

Present law.-Quality Control reviews show that a large percentage
of the payment errors made in the AFDC program relate to earned
income and the failure of the recipient to report the correct amount
of any changes in amount earned. Of all cases involving error, the ma-
jor concentration was in earned income-over 20 percent. A few
States require that all income be reported on a monthly basis, as a con-
dition of eligibility. Most States do not do this. When they learn that a
recipient had unreported earned income in prior months, they give
him the benefit of all the earned income disregards provided in law
in calculating the amount of the overpayment. Thus, if a recipient
is negligent in reporting his earnings even over a long period of time
there is no penalty involved.

Committee bill.-The committee believes that there should be an
incentive in the law for recipients with earnings to report their in-
come on a prompt and complete basis. The committee amendmentwould accomplish this by providing that there would be no disregard
of any earned income which the recipient has not reported to the State

agency. This provision should have a significant impact in reducingerrors and problems of overpayments relating to earned income.

INCOME OF STEPPARENTS
(Section 303 of the Bill)

Present/law.-Under present law a stepparent's income may not beconsidered in calculating the AFDC benefit due a stepchild unless
the stepparent is legally responsible for stepchildren under State law.
According to the Department of Health, Education, and Welfare,there are only two States which have such laws. Thus, in all other
States, families which include a stepparent may receive AFDC regard-
less of the amount of the stepparent's income. Income is counted only
in those cases in which the State agency has been informed that theapparent is actually making a contribution toward the child's needs.

Committee bilL.-The committee believes that a stepparent should
be considered part of the family unit for purposes of the AFDC pro-
gram. It recognizes, however, that the stepparent may have other
obligations and needs which should be taken into consideration indetermining the amount of income which could reasonably be elected
to be available to his stepchildren. The committee bill therefore
requires that the stepparent's inco me be considered in determining
a stepchild's benefit, but only after specific items have been taken into

account.Under the committee amendment, States would be equred to take
into account that part of the unearned income plus 80 percent of the
earned income of a stepparent which exceeds the sum of: (1) the State
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standard of need for a family of the same composition as the step-
parent and his dependents who are not receiving welfare (that is, those
members of the household whom he claims as Federal personal income
tax dependents but who are not in the AFDC recipient group); (2)
amounts paid by him to dependents living elsewhere which are taken
into account for Federal personal income tax purposes; and (3) alimony
or child support payments made by him to persons not living in the
household.

The following example shows how this provision would operate.
Family composition: 4 persons: a man and wife each of whom has

one child by a previous marriage (man pays alimony to former
spouse).

State AFDC need standard for 2 person family: $200.
Income of wife and her child: None.
Income of husband and his child:

Monthly earnings ------------------------------------------------- $300
Unearned income ------------------------------------------------- 50

T o ta l ------------- --- ------ ------------ ------------ ------- - 35 0
Present law

AFDC payment to the wife and her child is $200 since the .ncome
of the stepfather is not counted.
Committee bill
80 percent of the husband's earnings; plus --------------------------- $240
All of his unearned income ----------------------------------------- 50

Total ----------------------------------------------- 290Less alimony payment to his former spouse -- ------------------------- 45

245Less hypothetical AFDC need standard for the husband and his child ---- 200

Remainder is applied to reduce AFDC payment to the wife and her
child from $200 to $155 ----------------------------------- 45

PRORATING OF SHELTER ALLOWANCE WHEN AFDC HOUSEHOLD INCLUDES
INELIGIBLE RELATIVES

(Section 304 of the Bill)
Present law.-Under present law, an AFDC household may include

one or more members who are not actually considered a part of the
AFDC eligibility group. For example, an uncle living with the family
could be excluded from the AFDC computations since he is not legallyresponsible for the support of the other members of the household.
In such a case, his needs would not be counted in determining the size
of the grant and his income would not be used to reduce the amount
payable. AFDC studies have shown that a substantial proportion of
all AFDC households include such ineligible relatives.

Committee bill.-States would be permitted, in computing the shelter
cost component of the AFDC grant, to assume in effect that such an
ineligible relative in the AFDC household bears his proportionate



share of the shelter expenses. This would be computed as follows:
instead of applying the shelter allowance applicaLle to the actual
AFDC eligibility group the State would use the larger shelter allowance
that would apply to a group including the AFDC unit and the in-
eligible relatives. That larger allowance, however, would be reduced
on a prorata basis in accordance with the ratio of the number of
AFDC eligibles to the total number of AFDC eligibles plus ineligible
relatives. For example, if the household included 4 AFDC eligibles
plus two ineligible relatives and the shelter allowance for a 6-person
family was $60, the amount actually payable for shelter would be $40
(four-sixths of the full allowance). The provision would apply only if
the overall household income exceeded the State's AFDC standard
of need for a household of that size.

SERVICES FOR DISABLED CHILDREN

(Section 305 of the Bill)

Present law.-As part of the supplemental security income program
(SSI), the Social Security Administration is required to refer blind and
disabled children who are receiving benefits to an appropriate State
agency for counseling, medical, rehabilitative and social services. The
State agency to be used for referral is either the agency administering
the crippled children's program, or another agency designated by the
Governor if he finds that such agency could administer the program
of services more effectively.

The agency responsible for administering the State program must
operate under a State plan which includes provision for counseling of
disabled children and their families, the establishment of individual
service plans for children under 16, monitoring to assure adherence to
the plans, and provision of services to children under age 7 and to
children who have never been in school and require preparation to
take advantage of public educational services.

A total of $30 million was made available for fiscal years 1977, 1978
and 1979. The funds are allocated on the basis of the relative number
of children age 6 and under in each State. The law provides that up
to 10 percent of the State's funds may be used for counseling, referral
and monitoring which is provided under the State plan for children
up to age 16. The remainder of the funding is available for services
to disabled children under age 7 and those who have never been in
school.

At the present time all States except one have had a services plan
approved by the Secretary of HEW. It is estimated that about $20
of the $30 million authorized under the law will be spent in fiscal
year 1979.

Committee bill.-The committee bill would extend this program for
disabled children for an additional three years, through fiscal year
1982. Without such an extension, the program will have no funding
after September 30, 1979.



The committee notes that the program is only now becoming fully
implemented. The Department of HEW issued final regulations for
the program after substantial delay (in April 1979), and, until regula-
tions were effective, States were forced to operate under interim
guidelines. Those States which have been able to fully implement
their programs have found them to be an effective mechanism for
coordinating all available services which a child may need, and assur-
ing that the services are actually received.

The committee believes that the justification for the original enact-
ment of the program is still .valid. The committee noted in its report
on the enabling legislation:

The committee believes that there are substantial argu-
ments to support the establishment of a formal referral pro-
cedure. Many disabled children have conditions which can
be improved through proper medical and rehabilitative serv-
ices, especially if the conditions are treated early in life. The
referral of children who have been determined to be disabled
could thus be of very great immediate and long-term benefit
to the children and families who receive appropriate services.
In addition, the procedure could be expected to result in
long-range savings for the SSI program, in that some children,
at least, would have their conditions satisfactorily treated
and would move off the disability rolls instead of receiving
payments for their entire lifetime. The referral of disabled
children by the Social Security Administration would also
serve as a case-finding tool for community agencies serving
disabled children and assist them in focusing their services in
behalf of these children. Many communities have the capa-
bility to help disabled and handicapped children, but are not
always able to identify those with the greatest need.

PUBLIC ASSISTANCE PAYMENTS TO TERRITORIAL JURISDICTIONS

(Section 306 of the Bill)

Present law.-Under existing law there is a dollar ceiling on Federal
matching for costs of cash assistance, administration and social serv-
ices provided under the programs of aid to families with dependent
children and aid to the aged, blind, and disabled in the jurisdictions
of Puerto Rico, Guam, and the Virgin Islands. The annual permanent
ceiling is $24 million for Puerto Rico, $1.1 million for Guam, and
$0.8 million for the Virgin Islands. These limits have been in effect
since 1972. In addition, these jurisdictions are limited to 50 percent
Federal matching, whereas the States may receive from 50 to 83
percent Federal matching, depending on State per capita income.

The average payment in January 1979 for AFDC recipients was
$11.92 in Puerto Rico, $55.75 in Guam, and $40.22 in the Virgin
Islands, compared to a U.S. average of $86.60 per recipient. Average
payments in that same month for the aged in these jurisdictions were
$20.02 in Puerto Rico, $74.42 in Guam, and $58.16 in the Virgin
Islands, compared to the average federally administered SSI payment
of about $131.04.



For one year (fiscal year 1979), the overall ceiling was tripled toabout $78 million and the matching rate was increased to 75 percentby an amendment to the Revenue Act of 1978 (Public Law 95-600).This provision expired September 30, 1979, and the ceiling reverts to
$26 million and the matching rate to 50 percent.

51-791 0 79 7
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TABLE 21.-SSI DISABLED AND BLIND CHILDRENS' SERVICES
PROGRAM: FEDERAL ALLOCATION BY STATE, FISCAL YEAR
1979

Children AllotmentStates under age 7 of funds

T otal . ... .................. 22,097,899 $30,000,000

Region I:
Connecticut ....... .........
M a in e .........................
Massachusetts ................
New Hampshire ...............
Rhode Island ..................
Verm ont .......................

Region I[:
New Jersey ........... .......
N ew York ........... ..........

Region IIl:
Delaw are ......................
District of Columbia .........
M aryland ......................
Pennsylvania ..................
V irg in ia ........................
W est Virginia ..................

Region IV:
A labam a .......................
Flo rid a ........................G eorgia ........................
Kentucky.... ..................
M ississippi..... ..............
North Carolina ...............
South Carolina ................
Tennessee . ...........

Region V:
Illinois
In d ia n a .......... .............
M ichigan ......................
M innesota .....................
Ohio ...................W isconsin ....... ............

263,513
108,017
505,574
82,078
83,666
48,860

665,208
1,680,483

59,474
89,742

372,822
1,078,254

497,034
193,286

407,836
775,176
580,813
381,137
301,948
588,036
330,843
448,621

1,175,494
577,305
964,638
390,302

1,118,524
450,263

357,600
146,700
686,400
111,300
113,700
66,300

903,000
2,281,500

80,700
121,800
506,100

1,463,700
674,700
262,500

553,800
1,052,400

788,400
517,500
409,800
798,300
449,100
609,000

1,596,000
783,600

1,309,500
529,800

1,518,600
611,400
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TABLE 21.-SSI DISABLED AND BLIND CHILDRENS' SERVICES
PROGRAM: FEDERAL ALLOCATION BY STATE, FISCAL YEAR
1979-Continued

Children Allotment
States under age 7 of funds

Region VI:
Arkansas ....................
Louisiana .....................
New M exico ...................
Oklahom a .....................
T exas .... ....................

Region VII:
Iow a ...... .. ..................
K ansas ........................
M issouri .... .. ...............
N ebraska ......................

Region VIII:
Colorado ......................
M ontana .................. .
North Dakota ..... ..... ...
South Dakota ............
U ta h ...........................
W yom ing ......................

Region IX:
Arizona ................
California..............
Hawaii ........ .........
N evada ........................

Region X:
A laska .........................
Id a h o ..........................
O regon ... ....................
W ashington ..... .............

234,588
461,961
145,238
290,258

1,495,750

281,729
226,223
482,037
162,243

278,709
81,820
70,333
75,169

203,41144,170

275,313
2,160,909

106,665
64,170

52,188
105,318
230,926
349,824

318-,600
627,300
197,100
394,200

2,030,700

382,500
307,200
654,300
220,200

378,300
111,000
95,400

102,000
276,300
60,000

373,800
2,933,700

144,900
87,000

70,800
143,100
313,500
474,900

Sources: U.S. Bureau of the Census, Department of Health, Education, and
Welfare.



Committee bill.-The committee approved, an amendment that pro-
vides for a permanent extension of the provisions which were included
in Public Law 95-600 on a temporary 1-year basis. This would provide
for the following ceiling amounts: Puerto Rico, $72 million; Guam,
$3.3 million, and the Virgin Islands, $2.4 million.

PERIOD WITHIN WHICH CERTAIN CLAIMS MUST BE FILED

(Section 307 of the Bill)

Present law.-Current law does not set a time limit on State sub-
mission of claims under the welfare, medicaid and social services
programs in the Social Security Act.

Committee bil.-The committee approved a provision under which
the Social Security Act would be amended effective October 1, 1981,
to limit the period of retroactivity for State claims to a full two years
under the various titles of the act (that is, it would apply to expendi-
tures for periods starting with fiscal year 1980). However, the: pro-
vision could not be interpreted so as to limit Federal financial parti-
cipation in cases involving court-ordered retroactive payments or
audit exceptions or adjustments to prior year costs. The Secretary
of Health, Education, and Welfare would be able to waive the limi-
tation in other circumstances where he determines there is good
reason to do so. While this provision establishes a time limitation on
claiming reimbursement for expenditures for fiscal year 1980 and subse-
quent years, in the view of the committee it does not authorize any
change in the treatment of outstanding expenditures for earlier years.
The expenditures for such earlier years retain their status as entitle-
ment items for which the Federal Government is obligated by statute
to provide appropriate matching.

III. Regulatory Impact of the Bill
In compliance with paragraph 5 of rule XXIX of the Standing

Rules of the Senate the following evaluation is made of the regulatory
impact which would be incurred in carrying out the bill.

TITLE I

Adoption assistance.-The bill establishes a new adoption assistance
program for hard to place children who would otherwise continue in
foster care under the aid to families with dependent children
(AFDC) program. The regulations to be issued implementing the
new adoption assistance program would affect the welfare agency em-
ployees and the children who would be eligible for the adoption
subsidies and their adoptive parents. While the exact number of indi-
viduals affected cannot be estimated with precision, it would appear to
be relatively small since the total number of children receiving foster
care under the AFDC program is only about 100,000. While the pro-
gram itself would provide economic assistance to families adopting
hard-to-place children, the overall economic impact should be rela-
tively neutral since the objective of the program is to provide the
approximate level of assistance to the adoptive family which would
have been provided had the child remained in foster care. The pro-
vision should generally have minimal impact on personal privacy



except insofar as families applying for the benefits available under the
program would have to disclose sufficient information about their
financial status to permit a determination as to whether or not they
meet the eligibility requirements. Additional paperwork will be re-
quired in the form of applications for benefits and provision of support-
ing material as well as statistical reporting by State welfare agencies
concerning the implementation of the program. However, the paper-
work involved should be roughly typical of that involved in other
types of benefit programs under the Social Security Act and the overall
amount of paperwork in view of the relatively small population served
by this program would be insubstantial.

Foster care.-The bill essentially moves the existing AFDC foster
care program to a new part of the Social Security Act (part E of
title IV) with some modifications. For the most part, the existing
regulations governing the foster care program could be continued
without change. However, the bill does expand eligibility under the
program to certain public institutions which would be required to
provide financial and other data in order to permit proper accounting
for the benefits becoming payable to them. In addition, the bill sets
an overall limit on Federal funding under this provision which would
require certain additional statistical reports to be filed by State agen-
cies for purposes of determining the applicability of this limit. The
bill also places new emphasis on a requirement of existing law that
institutional foster care payments be limited to those items which are
comparable to the kind of care provided in family foster homes. This
requirement, although not substantially different from existing law,
has generally not been monitored in the past. Regulations implement-
ing this provision will require institutions receiving funding through
this authority to provide increased accounting of their expenditures
to permit determinations to be made as to what part of their total
expenditures are eligible for funding. This will require additional
paperwork and is likely to result in a lower rate of funding for some
institutions. The total number of individuals and institutions affected
is relatively small. As of January 1979, there were then 14,000 children
reported as being in institutional foster care funded under this
program.

Child welfare services.-Insofar as the existing level of Federal
funding for the child welfare services program under title IV-B
of the Social Security Act is concerned, the changes made by the bill
should not result in any substantial regulatory impact. The bill, how-
ever, does provide that if Federal funding for the program is increased
in future years by appropriations action, a part of the funding can be
earmarked for developing and carrying out a specific program for
conducting an inventory of children in foster care coupled with the
institution of a statewide information system, a case review system,
and a service program aimed at more permanent placement of children
either by return to their own families or through adoption or legal
guardianship. Participation in this part of the program would be
voluntary on the part of the States. If, however, a State elects to
participate in this program, regulations would be necessary to carry
out its requirements. These regulations would affect the children in
State-supervised foster care in each participating State including both
foster care funded under the AFDC foster care provisions and foster
care otherwise supervised by the State. For the population affected,



there would appear to be a likelihood of some increased level of paper-work in that additional procedural requirements would have to be com-plied with. The total number of individuals affected by these pro-visions would depend on how many States elected to participate inthe program. Overall, it is estimated that about one-half million
children are in foster care nationally.

TITLE II

Title II of the bill primarily deals with the level and availability ofFederal funding for the social services and training programs undertitle XX of the Social Security Act. As such, the provisions of thistitle will have some impact of an economic nature on persons whobenefit from those programs but otherwise there should be no signifi-cant regulatory impact. The title does make certain susbtantivechanges but these are mostly in the nature of extensions of existingprovisions which involve no new regulatory pactt or deletion ofcertain present law limitations which will result in some lessening ofthe regulatory impact of the program. For example, this title of thebill gives States added flexibility in selecting accounting periods fortheir title XX programs, permits the use of certain matching fundsnot now authorized and broadens the ability of States to utilizefunding under this program for protective services.

TITLE III
Title III of the bill contains amendments related to several aspectsof the Social Security Act. Four of the provisions relate to the deter-mination of assistance payments under the program Aid to Familieswith Dependent Children (AFDC). The amendments will involvesome new development of regulations by the Department of Health,Education, and Welfare which will have to be applied by the Statesin administering this program. Some of these, such as the new generalearnings disregard rule, represent simplifications. (That provisionwill lessen the paperwork involved in providing and updating itemizedinformation concerning actual work expenses on the part of employedrecipients.) Other provisions related to the pro-rating of costs ofstepparents' income will involve some new calculations and maynecessitate the furnishing of certain information not presently required.The economic impact of the provisions will generally tend to resultin a lowering of amounts payable to those households that are affected.Title III also includes a limitation on the period of time for filingState claims for Federal matching funds under Social Security Acttitles. Provision is made for waiving the time limitations in appro-priate circumstances. The provision should have no significant impactas to the generality of claims, however, it may require some additionalpaperwork in cases requiring waivers. This impact in the context ofthe overall program is expected to be minimal. Other provisions oftitle III related to SSI service programs for disabled children andfunding of territorial welfare programs simply continue existing pro-grams and involve no new regulatory impact.
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IV. Vote of the Committee 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 to report the bill.

The bill was ordered reported by a voice vote.

V. Budgetary Impact of the Bill

In compliance with section 252 (a) of the Legislative Reorganization
Act of 1970 and sections 308 and 403 of the Congressional Budget
Act, the following statements are made relative to the costs and
budgetary impact of the bill.

Pursuant to section 302(d) of the Congressional Budget Act of
1974, the Committee on Finance submitted a report (Senate Report
96-227), to the Senate on June 19, 1979, subdividing the allocations
of budget authority and outlays designated to the committee in the
conference report on the first concurrent resolution on the budget for
fiscal year 1980. At the time this bill is being reported, that resolution
represents the budget resolution most recently adopted by the Con-
gress. The provisions of this bill are consistent with the allocations
of the Finance Committee as indicated in that June 19 report, which
involves two categories of expenditures affected by this bill. In the
income maintenance category, the June 19 report allowed for new
legislation reducing program costs by $0.3 billion in budget authority
and $0.6 billion in outlays. This bill achieves on a net basis a portion
of that overall goal totalling under $0.1 billion. More substantial
savings are estimated in later years. In the social services category
the June 19 report allows for an increase of $0.4 billion in budget
authority and outlays. This bill, as reported, would utilize $0.2 billion
of that total. The table below indicates on a more detailed basis the
cost impact of the provisions of the bill having a measurable cost.
The committee understands these estimates to be consistent with
estimates of the Congressional Budget Office.

TABLE 22.-ESTIMATED BUDGETARY IMPACT OF THE BILL: FISCAL YEARS 1980-84

[in billions of dollars]

Provision 1980 1981 1982 1983 1984

Adoption assistance and foster care provisions -------------- 0. 005 -0.003 -0.002 (1) +0. 001
Child welfare services I --------------------------- ---------------- +. 084 +. 150 +0.210 +. 210Title XX services provisions ------------ ------------------- +. 216 +. 416 +. 516 +. 616 +. 716Title XX training provisions ....................... -. 005
Extension of expired provisions ------------------------ . 046 -. 004- -. 004 -. 005 -. 005AFDC earnings disregard -----------------------------------. 110 -. 184 -. 197 -. 204 -. 212Incentives to report earnings -. 011 -. 019 -. 020 -. 021 -. 023Income of ste parents -------------------------------. 021 -. 034 -. 036 -. 037 -. 038Prorating of shelter allowance -- .019 -. 060 -. 066 -. 073 -. 079
Services to disabled children -------------------------------
Territorial welfare funding --------------------------- . 0 . 0 . 052 .052 .052Period for filing of claims --------------------------------. 052 +.052 +05 ) (*+

Totals:
A. Assumed appropriations ------------------------------------. .084 +. 150 +. 210 +. 210
B. Entitlements:

(i) Title XX ceilings ------- -. 189 +. 016 +. 116 +. 216 +. 316
(ii) Other changes --------------------------. 038 -. 222 -. 243 -288 -. 304

Overall total --------------------------. 227 -. 122 +. 023 +. 138 +. 222

1 Bill does not change authorization for this nonentitlement program. Amounts shown represent committee estimate of
appropriations actions based on program changes in the bill.2 Amounts are shown in relation to existing law 1979 funding level of $2.9 billion rather than the permanent-law ceiling
of $2.5 billion to which the program would revert in the absence of further legislation.

*Indicates less than $0.0005 billion.



The estimate prepared by the Congressional Budget Office concern-
ing this bill is printed below:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, D.C., October 2,1979
Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate, Waslington, D.C.

DEAR MR. CHAIRMAN: Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for H.R. 3434, the Social 'Services and Child
Welfare Amendments of 1979.

Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.

Sincerely,
JAMES BLUM

(For Alive M. Rivlin, Director).

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

OCTOBER 2, 1979.
1. Bill No. H.R. 3434.
2. Bill title: Social Services and Child Welfare Amendments of 1979.
3. Bill status: As ordered reported by the Senate Finance Commit-

tee, September 27, 1979. The estimate is based on press releases pro-
vided by the Committee staff.

4. Bill purpose: This bill would raise the federal ceiling on funds for
social services. In addition, it would amend the Social Security Act to
improve the child welfare and Social services programs, strengthen
and improve the program of federal support for foster care of needy
and dependent children, establish a program of federal support to en-
courage adoptions of children with special needs, alter the way AFDC
benefits are determined, and accomplish other purposes.

5. Cost estimate: This bill would result in additional future federalliabilities through an extension of existing entitlements that would
require subsequent appropriation action to provide the necessary
budget authority. The figures Shown as "Required Budget Authority"
represent an estimate of the additional budget authority needed to
cover the estimated outlays that would result from enactment of I.R.
3434.

A negative budget authority indicates that this bill would reduce
future federal liabilities through -a change to an existing entitlement
and therefore could permit subsequent appropriations action to reduce
the budget authority for this program. Negative figures shown as "Re-
quired Budget Authority" represent that amount by which budget
authority for the program could be reduced, as a result of this bill,
below the level needed under current law.



[By fiscal years; in millions of dollars]

1980 1981 1982 1983 1984

Adoption assistance, foster care, and child welfare services:
Subsidized adoptions (function 600):

Required budget authority -...........
Estim ated Outlays -------------- - ............

Foster care grants (function 600):
Required budget authority ...............
Estimated outlays ---------- . .- ------ _

Child welfare service grants (function 500): Unable to estimate;
costs depend critically on subsequent Appropriations Com-
mittee action.

Provisions relating to social services:
Ceiling on Federal funding and special allocation fur child

care services (function 500):
Required budget authority ------------------------
Estimated outlays ............ ..... .

Ceiling on training funds (function 500):
Required budget authority --------------------------
Estim ated outlays .......................... ......

Provision relating to authority to hire welfare recipients as
child care workers (function 600):

Required budget authority --------------------------
Estim ated outlays ---------------------------------

Entitlement for Puerto Rico, Guam, and the Virgin Islands
(function 500):

Required budget authority --------------------------
Estimated outlays.....-

Provision relating to child support enforcement:
Child support enforcement services for nonwelfare families

(function 600):
Required budget authority --------------------------
Estimated outlays ------

Provisions relating to AFDC payments:
AFDC earnings disregard (function 600):

Required budget authority --------------------------
Estim ated outlays ---------------------------------

Incentive to report earnings (function 600):
Required budget authority .........................
Estim ated outlays ---------------------------------

Income of stepparent (function 600):
Required budget authority ................ ....
Estim ated o utlays ...... .... .... ....- --- ....- --- --

Prorated shelter allowance when AFDC household includes
ineligible relatives (function 600):

Required budget authority --------------------------
Estim ated outlays ---------------------------------

Other provisions under the Social Services Act:
Services for Disabled Children (function 600):

Required budget authority -------------------------
Estim ated outlays ---------------------------------

Public assistance expenditures in Puerto Rico, Guam, and
the Virgin Islands (function 600):

Required budget authority -------------------------
Estim ated outlays ---------------------------------

Total cost of H.R. 3434:
Required budget authority ..................
Estimated outlays ---------------------------

0 0 0
0 0 0

-5.0 -3.0 -2.0
-5.0 -3.0 -2.0

200 400 500 600 700
200 400 500 600 700
_- 5 ----------------------------------------

-1.0 -1.0 -1.0 -2.0 -2.0
-1.0 -1.0 -1.0 -2.0 -2.0

16. 1 16.1 16.1 16.1 16.1
16.1 16.1 16.1 16.1 16.1

147.0 -3.0 -3.0 -3.0 -3. 0
147.0 -3.0 -3.0 -3.0 -3.0

-110.4 -184.4 -196.8
-110.4 -104.4 -196.8

-11.0 -19.0 -20.0
-11.0 -19.0 -20.0

-20.6 -33.7 -35.9
-20.6 -33.7 -35.9

-18.9 -60.0 -66.5
-18.9 -60.0 -66.5

30.0 30.0 30.0
30.0 30.0 30.0

-204.1
-204.1

-21.0
-21.0

-37.1
-37.1

-212.5
-212.5

-23.0
-23.0

-38.3
-38.3

-73.0 -79.4
-73.0 -79.4

0 0
0 0

52.0 52.0 52.0 52.0 52.0
52.0 52.0 52.0 52.0 52.0

173.2 194.0 272.9
173.2 194.0 272.9

327.9 410.9
327.9 410.9

I Includes $50,000,000 in retroactive payments for fiscal year 1979.

6. Basis of estimate:

Adoption assistance, foster care, and child welfare services

Subsidized adoptions
This program would provide for federal participation in adoption

subsidies for foster care children with special needs as determined
by the state. The adoption subsidy is limited to families with incomes
not greater than 125 percent of the state's median income (for that
size family), although this could be waived for special family circum-
stances in up to 10 percent of all cases. The subsidy is limited to chil-
dren who would have received AFDC foster care in any case, and it



cannot exceed what the foster care payment would have been. CBO
anticipates a small savings from this provision because the family
foster care payment is smaller than the foster care payment made to
institutions where many children would be in the absence of ILR. 3434.
Offsetting this are increased administrative costs and subsidies for
children who might have been adopted in the absence of the bill. CBO
estimates the net effect to be a cost of zero.
Foster care grants

A. Ceiling on foster care payments
For several years the federal cost for foster care has risen quite rap-

idly as states have taken advantage of the foster care program.
This provision puts a ceiling on how much this program may
expand. For fiscal year 1980, the allotment of each state shall be equal
to 120 percent of its allotment for fiscal year 1978. For fiscal years
1981-1984 the allotment shall be 110 percent of the allotment for each
preceding fiscal year, or if greater, an alternative foster care grant
equal to a state's share of $100 million based on the proportion of the
U.S. population under age 21 in the state.

CBO's analysis of foster care data indicates that as a whole, fostercare grants will not grow as fast as they have in the recent past. Re-
cently, the number of recipients has leveled off and begun to decline.
Savings in those states where the program continues to grow are ex-
pected to be $5 million for fiscal year 1980. This saving should de-
crease in the out-years if more children are taken out of the foster care
program and put in the subsidized adoption program.
Required budget authority:

Fiscal year: Miluons
1980 --------------------------------------------------- $
1981 ------------------------------------------------------- -41982 ------------------------------------------------------- -31983 -2
1984 ---------------------------------------------------- -2Estimated outlays:

Fiscal year:
1980 ---------------------------------------------------- -51981 ------------------------------------------------------ 41982---------------------------------------.............--
1983------------------------------------------.--.........--
1983 -2
1984 ---------------------------------------------------- -2

B. Federal payments for foster home care of dependent cil-
dren placed in public institutions with no more than
twenty-fve children.

This provision would allow states to place AFDC foster children in
public institutions in addition to the private non-profit facilities cur-
rently permitted. There is a restriction that the public institution
serve no more than 25 resident children. The provision would apply
only to children placed in foster care for the first time after the ena-
ment of the bill. A cost would occur if the federal government pro-
vided matching money for children placed in public foster care facili-
ties who would not have received federal reimbursement otherwise.
Savings would occur if private care, currently paid for with federal
matching, was more expensive than the public care which replaced it.
CBO estimates a small net addition in costs.
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Required budget authority:
Fiscal year: MiZlions1980" 0

1981 . . . . . . . . .. . . . . .. . . .. . . .. .. . .
1982 .. . . . . . . . . . . . .. . . . . . . . . . . . . . . $1

11983 .21984 .. . . . . . . . . . . . . . .. . . . . . . . . . . . .
Estimated outlays:

Fiscal year:
1980 0
1981 ---------------------------------------------- 11982 . 11983 ............................. 2
1984 .3

Child welfare service grants
The child welfare services program under Title IV-B of the Social

Security Act provides a federal contribution to the costs of state pro-
grams to protect and promote the welfare of children including: the
provision of services to enable cihldren to remain in their own homes,
the removal of children from unsuitable homes and placement in foster
care homes or institutions, and the placement of children in adoptive
homes. Under current law, the federal matching share ranges from
one-third to two-thirds of state expenditures, depending on state per
capita income. The appropriated level of the program since fiscal year
1977 has been $56.5 million.

This bill does not change the current permanent authorization level
of $266 million but would set the federal matching rate at a flat 75
percent of state expenditures. The bill would also modify the flow of
funds to the states by making child welfare services a forward funded
program. Under this provision, amounts appropriated for the program
after the enactment of this legislation would become available for ex-
penditure in the fiscal year following the fiscal year of appropriation.
This would give states advance knowledge of the amount of funding
available.

This bill would allow Congress, in the appropriations process, to
designate that all or part of any new funding over the current $56.5
million funding level be earmarked for the development of state
tracking and information systems and individual case review systems.
In addition, the bill prohibits the use of federal funds for child wel-
fare services above the present $56.5 million funding level for foster
care maintenance payments.

Since the bill does not change the existing authorization level nor
alter the non-entitlement nature of the program, the net cost impact
of this bill dependent on amounts provided in Appropriations. His-
torical data on state spending for child welfare services indicate that
the states colud absorb additional funds up to the $266 million authori-
zation level.
Provisions relating to social services

Ceiling on Federal funding and special allocation for child care
8ervie8

Under present law, there is a permanent ceiling of $2.5 billion an-
nually on federal matching for grants to states for social services
(Title XX). This bill would increase that ceiling, raising it to $2.7
billion in fiscal year 1980 and $2.9 billion in fiscal 1981. Thereafter, the



provision would result in annual increments of $100 million until aceiling of $3.3 billion is reached in fiscal year 1985. In fiscal years 1980
and 1981, $200 million of these funds would be state grants of non-
matched federal funds earmarked for child day care services. The re-
naining funds under the ceiling would be federal matching funds to

states equal to 75 percent of the states' expenditures for social services.
After fiscal year 1981, the full amount under the ceiling would be des-
ignated to match 75 percent of the states' expenditures on social
services.

Based on previous spending patterns, estimated outlays will reach
their full ceiling amount in fiscal year 1980. Since current law for Title
XX reflects a $2.5 billion ceiling, the net cost of the bill is the increase
in the ceilings over $2.5 billion The table below shows Title XX spend-
ing under the proposed ceilings disaggregated into the estimated addi-
tional expenditures under H.R. 3434 as reported by the Senate Finance
Committee and the estimated spending under the basic $2,500 million
ceiling for fiscal years 1980 through 1984 (fiscal year 1980 spending
under the $2,500 million ceiling includes estimated payments to states
in reimbursement for prior year claims).

[By fiscal years; in millions of dollars]

1980 1981 1982 1983 1984

Spending under $2,500,000,000 ceiling:Required budget authority ........-....... -2,630 2,500 2, 500 2,500 2,500Estimated outlays ---------- - --- --- ----- - 2,517 2,500 2,500 2,500 2,500Additional spending under H.R. 2434:Required budget authority -------------------- - -------- 200 400 500 600 700Estimated outlays --------.- - ------------ ------------ 200 400 500 600 700

Total title XX spending under H.R. 3434:Required budget authority ------------ 2,830 2,900 3, 000 3,100 3,200Estimated outlays------------ -------- -- 2,717 2,900 3, 000 3,100 3,200

Ceiling on training funds
Under current law, federal expenditures for training under Title

XX are not limited; training expenditures have a permanent open-ended authorization and do not fall under the Title XX ceiling. The
federal payments to states represent 75 percent of the states' expendi-
tures for personnel training and retraining directly related to the pro-
vision of Title XX services. H.R. 3434 as reported by the Senate
Finance Committee proposes a one-year cap of federal training ex-
penditures in fiscal year 1980; the limit for each state would be equal
to 4 percent of that state's 1980 allotment under the $2.7 billion
Title XX funding ceiling or the actual amount spent by the state in
fiscal year 1979, whichever is higher.

Fiscal year 1980 expenditures under the proposed limit were esti-
mated using the latest available figures from the Department of
Health, Education, and Welfare on state expenditures for training in
fiscal year 1979. Those states who spent more in fiscal year 1979 than
4 percent of their Title XX fiscal year 1980 allotment are assumed to
spend at the fiscal year 1979 level in fiscal year 1980. Those states who
spent less in fiscal year 1979 than 4 percent of their fiscal year 1980
Title XX allotment are assumed to increase their spending in fiscal
year 1980 over their fiscal year 1979 levels by ,an inflation factor based
on CBO estimates of future price increase or to 4 percent of their



Title XX allotment, whichever is less. Estimated fiscal year 1980
expenditures under the one year ceiling are $98 million.

Federal expenditures under current law in absence of the proposed
limit are estimated to be $103 million in fiscal year 1980; this amount
is based on estimated expenditures of $95 million in fiscal year 1979
inflated using CBO estimates of future price increases.

The savings in fiscal year 1980 that would result from the one year
ceiling would be $5 million. These savings are calculated by subtract-
ing estimated expenditures under the fiscal year 1980 cap from esti-
mated expenditures under current law. Because the cap is for fiscal
year 1980 only, there are no savings in fiscal years 1981 through 1984.
Required budget authority:

Fiscal year: Millions
1980 ------------------------------------------------------- $5
1981 ------------------------------------------------
1982 ------------------------------------------------------- 0
1983 ------------------------------------------------ 01984 ------------------------------------------------

Estimated outlays:
Fiscal year:

1980 ------------------------------------------------ 5
1981 ------------------------------------------------------- 0
1982 ------------------------------------------------------- 0
1983 ------------------------------------------------ 0
1984 ------------------------------------------------

Praovigion relating to authority to hire welfare recipients as child care
workers

This provision would allow states to use part of their share of the
$200 million in earmarked child care funds for grants to employers
who hire welfare recipients as child care workers. It would make this
authority permanent and retroactive to October 1, 1978, the point at
which prior authority elapsed. At present other subsidies are available
to employers of welfare recipients including the WIN tax credit. This
provision would be coordinated with these. Hiring welfare recipients
would create earnings which would then result in some savings because
of lowered AFDC payments. The marginal increase in the number of
welfare recipients who work under this provision is expected to be
small (perhaps up to 1,000); thus only small savings in AFDC and
Food Stamps can be anticipated. The total yearly savings are estimated
to be roughly $1 million in fiscal years 1980 through 1982 and $2 mil-
lion in fiscal years 1983 and 1984.
Required budget authority:

Fiscal year: Millions
1980 ----------------------------.-............---------- $11981 -------------------------------------------------------- -1
1982 --------------------------------------------------- 1
1983 --------------------------------------------------- 2
1984 --------------------------------------------------- 2Estimated outlays:

Fiscal year:
1980 ----------------------------------------------- - 1
1981 ---------------------------------------------------- 11982 --------------------------------------------------- 1
1983 --------------------------------------------------- 2
1984 --------------------------------------------------- 2
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Entitlement for Puerto Rico, Guam, and the Virgin Islands
Under present law these jurisdictions receive an allotment for social

services from the amount that the states certify that they will not needfrom their Title XX formula allotments for that year. There is a
cei inr ,n the amount that can be made available in any year of $15miLa~n for Puerto Rico, and $500,000 each for Guam and the Virgin
Islands. H.R. 3434 as reported by the Senate Finance Committee
provides that, beginning in fiscal year 1.980, a separate Title XXentitlement amount would be established, as follows: Puerto Rico,
$15 million; Guam and the Virgin Islands, $500,000; and the Northern
Marianas, $100,000. Current spending patterns indicate full utilization
of these funds in fiscal years 1980 through 1984.
Required budget authority:

Fiscal year: Millon81980 -------------------------------------------------------- $16. 11981 -------------------------------------------------------- 16.11982 -------------------------------------------------------- 16.11983 -------------------------------------------------------- 16.11984 -------------------------------------------------------- 16. 1Estimated outlays:
Fiscal year:

1980 -------------------------------------------------------- $16. 11981 -------------------------------------------------------- 16.11982 -------------------------------------------------------- 16.11983 ----------------------------------------------------- 16.11984 -------------------------------------------------------- 16.1
Provisions relating to the programs of child support and aid to

families with dependent children
Child support enforcement services for nonwelfare families

This provision would make states eligible for federal matching pay-
ments in non-AFDC child support enforcement cases. The effective
date would be retroactive to October 1, 1978. The Office of Child Sup-port Enforcement has estimated that these retroactive federal pay-
ments for non-AFDC child support enforcement would be $45 to $55
million for fiscal year 1979.

For fiscal year 1980 the Office of Child Support Enforcement hasestimated that the federal share of these costs would rise to $83 million.
It has been argued that payments for non-AFDC child support en-forcement have resulted in keeping affected families off AFDC, medi-
caid, and food stamps. While some offsets may occur in fiscal year 1980,
retroactive expenditures for fiscal year 1979 cannot result in savingsdue to the offsetting effect of incentives paid for that year. For fiscalyear 1980 the Office of Child Support Enforcement has estimated that
there would be 565,000 non-AFDC cases receiving collections in fiscalyear 1980 through the various state and local child support enforce-
ment agencies. If one assumes that one-fourth of these cases would beon welfare for two months without the child support program, there
would be a federal savings of $86 million in fiscal year 1980. This repre-sents a savings of $40 million in AFDC, $28 million in food stamps and
$18 million in medicaid.



Under these assumptions, fiscal year 1980 savings would be $3 million.
Required budget authority:

Fiscal year: Millioms
1980 -------------------------------------------------------- *$47
1981 ------------------------ -----------------------------
1982 ----------- --- _---.............................------31983 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . - 3
1984 -.. . . . . . . . . . . . . . . . . . . . . . . . . . . .3

Estimated outlays:
Fiscal year:

1980 -------------------------------------------------------- *$471981 ..................-
1982 ---------------------------------------------------------- 3

-31984 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . - 3

Includes $50 million in retroactive payments for FY 1979.

AFDC earnings disregard
In calculating AFDC payments, a portion of earnings, commonly

called countable earnings, acts as an offset to the amount received.
Countable earnings are total earnings net of an earnings disregard.
Currently, the amount disregarded each month is $30 plus one-third of
the remainder plus all child care and work expenses. This provision
would modify the disregard formula so that itemized work expenses
would be eliminated from the disregard calculation and replaced with
a standardized percentage of earnings for allowable expense and a
higher initial earnings disregard. In addition, child care expenses
would be treated differently. Under the new formula the amount dis-
regarded would be $70 plus child care expenses plus 0.4 times the re-
mainder. While raising the initial disregard from $30 to $70 and rais-
ing the percentage of income disregarded over $70 plus child care
would by themselves result in increased disregards and higher pay-
ments, they are more than offset by the elimination of work expenses
from the disregard. Work expenses are currently about one quarter of
earnings. The modification of the treatment of child care expenses
lowers the amount disregarded further still. CBO estimates that this
provision would have resulted in AFDC savings of $151 million in
fiscal year 1980 had it been in effect prior to the start of the year. Given
that it will be effective only part of the year, these savings are reduced
to $100 million.

Because AFDC recipients are automatically eligible for medicaid,
changes in the AFDC caseload effect changes in spending for med-
icaid. On the basis of information from the 1975 AFDC Recipient
Survey, CBO estimates that 51,000 families would lose all AFDC
benefits as a result of the proposed change in the computation of the
AFDC income disregard.

Monthly AFDC data indicate that about 76 percent of AFDC fami-
lies reside in states that provide medicaid benefits for members of"medically needy" families-those not poor enough to be eligible for
AFDC, but meeting all other criteria for AFDC eligibility. In these
states, loss of AFDC benefits does not necessarily mean loss of med-
icaid benefits too. Nonetheless, the average medicaid benefit would
probably drop, both because the medicaid benefit package for the
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medically needy may be restricted and because medically needy fami-
lies may be required to spend some of their income on medical care
before becoming eligible for medicaid. The amount of the typical
benefit reduction is unknown. CBO assumes that 10 percent of former
AFDC families would lose all medicaid benefits and the remaining 90
percent would experience an average 20 percent benefit reduction. The
overall average reduction would thus be 28 percent. Associated savings
are the product of 0.76, 51,000 families, 0.28, and the average federal
medicaid expenditure per AFDC family, which is projected to be $675
in fiscal year 1980. This amouhts to $7.3 million. In states not provid-
ing medicaid benefits for medically needy families, loss of AFDC
benefits means total loss of medicaid benefits also. The associated
savings are therefore $8.3 million (0.24 times 51,000 families times
$675).

In fiscal year 1980, therefore, the medicaid savings that could result
from the proposed change in the AFDC earnings disregard are esti-
mated to be $15.6 million. Because the change would be effective for
only part of the year, however, estimated savings are reduced to $10.4
million. Future savings assume roughly 10 percent annual growth
in medicaid spending per AFDC recipient and, after fiscal year 1981,
a 3-percent annual decline in AFDC recipients.

[By fiscal years; in millions of dollars]

1980 1981 1982 1983 1984

AFDC:
Required budget authority ----------------------------- 100.0 -167.0 -178.0 -184.0 -191.0Estimated outlays ------------------------------------- 100.0 -167.0 -178.0 -184.0 -191.0

Medicaid:
Required budget authority-------------------- -- 10.4 -17.4 -18.8 -20.1 -21.5Estimated outlays ----------- ------------------------------- -10.4 -17.4 -18.8 -20.1 -21.5

Total:
Required budget authority ----------------------- -110.4 -184.4 -196.8 -204.1 -212.5Estimated outlays ------------------------------- 110.4 -184.4 -196.8 -204.1 -212.5

Incentive to report earnings
This provision stipulates that unless all earned income is reported

accurately and in a timely manner, the AFDC recipient will not be eli-
gible for the income disregard. The estimated cost savings for this
provision is based on the Department of HEW's actual reported error
cost in 1976 of $97.5 million resulting from AFDC overpayments due
to late reporting of income. The Department indicated that over 20
percent of this could be traced to income not being reported. In esti-
mating this cost savings, it was assumed a portion of the error would
not be caught.
Required budget authority:

Fiscal year: Milliona1980-------------------------1
1981 -.-.....-..- ..-..-....- ..- ..- ..- ..- ..- ....- ..- ..- ..- ..- ..- ....- ..- ..- ..- ..- ..-.- $- 1 -11982 ---------------------- - - ------------------------- -191982--------------------------------------20
1983 -----------------------------------.-.-.-.-.-.------- -- - 21
1984 -----------------------------------.-.-.-.-.-.------- -- - 23

Estimated outlays:
Fiscal year:

1980-11
1981 ------------------------------------------------------ -19
1982 ------------------------------------------------------ _20
1983 ----------------------------------------------------- -21
1984 ------------------------------------------------------ 21
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Income of stepparents
This provision would count the stepparent's income in the calcu-

lation of an AFDC grant due to a stepchild even though the stepparent
is not legally responsible for the stepchild. States would be required to
take into account 80 percent of earnings plus all of unearned income
net of his own family expenses (as determined by the state standard
of need), amounts paid to dependents living elsewhere, and alimony or
child support made to persons not living in the household. Based on
experience in the state of California, CBO estimates that full year
AFDC savings in fiscal year 1980 would have been $28 million. Because
of the phase-in time, however, this is expected to be $19 million.

Additional savings in medicaid are expected from this provision
since some AFDC families would no longer receive AFDC payments
and would therefore lose their automatic eligibility for medicaid.

[By fiscal years; in millions of dollars]

1980 1981 1982 1983 1984

AFDC:
Required budget authority ---------------- -- - --------- -19.0 -31.0 -33.0 -34.0 -35.0
Estimated outlays ------------------------------------- -19.0 -31.0 -33.0 -34.0 -35.0

Medicaid:
Required budget authority .............................. -1.6 -2.7 -2.9 -3.1 -3.3
Estimated outlays ------------------------------------ -1.6 -2.7 -2.9 -3.1 -3.3

Total:
Required budget authority ------------------------ -20.6 -33.7 -35.9 -37.1 -38.3Estimated outlays ................. ------------- -20.6 -33. 7 -35.9 -37.1 -38.3

Prorated shelter allowance when AFDC household includes ineligible
relatives

This provision would permit states to prorate AFDC payments to
households on the basis of the total number of persons in the household.
For instance, under existing legislation, a family of five with two
AFDC recipients receives payments for a family of two. Under the
proposed change, a state could make payments which would be two-
fifths of payments to a family of five. The provision would apply only
if the overall household income exceeded the state's AFDC standard of
need for a household of that size. In most instances, this would repre-
sent a savings to states which choose to make their payments this way
because the pro rata share for the larger household size would be, in
most cases, less than the full family share for the smaller household
size. If all states adopted the pro rata method, it would affect the bene-
fits of about one-third of all AFDC households. Some states do not plan
to use this provision, however. CBO estimates that the savings under
this provision would be $17 million in fiscal year 1980 but three times
that amount in fiscal year 1981 when it is assumed more states would
take advantage of the option over a larger portion of the year. Years
after fiscal year 1981 would show increased savings as more states use
the option, although the increases would be less dramatic. CBO esti-
mates assume states representing about 25 percent of 'all recipients will
opt for the plan in fiscal year 1980, states representing about 50 percent
in fiscal year 1981, up to around 60 percent-in fiscal year 1984.

Again, because some families would drop off AFDC, there would be
accompanying medicaid savings.

51-791 0 79 - 8
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[By fiscal years; in millions of dollars]

1980 1981 1982 1983 1984

AFDC:
Required budget authority ------------------------------ -17.0 -54.0 -60.0 -66.0 -72.0
Estimated outlays ------------------------------------ -17.0 -54.0 -60.0 -66.0 -72.0

Medicaid:
Required budget authority ------------------------- -1.9 -6.0 -6.5 -7.0 -7.4
Estimated outlays ---------------------- - ----------- -1.9 -6.0 -6.5 -7.0 -7.4

Total:
Required budget authority- - - -18.9 -60.0 -66.5 -73.0 -79.4
Estimated outlays ------------------------------- -18.9 -60.0 -66.5 -73.0 -79. 4

Other provisions under the Social Security Act
Services for disabled children

This provision would amend Title XVI of the Social Security Act to
extend a special referral and services program for disabled children
that expired under current law on September 30, 1979. This provision
grants a three year extension of the program, effective October 1, 1979
and ending prior to October 1, 1982. The program, enacted in 1976,
provides up to $30 million in federal funds to the states each year allo-
cated on the basis of the proportion of children under age 7 in the
state. The estimate given here is based on the continuation of this fund-
ing level.
Required budget authority:

Fiscal year : Millions
1980 -------------------------------------------------------- $30
1981 -------------------------------------------------------- 80
1982 -------------------------------------------------------- 30
1983---------------------------------------------------.
1984

Estimated outlays:
Fiscal year:

1980 -------------------------------------------------------- 30
1981 -------------------------------------------------------- so
1982 -------------------------------------------------------- so
1983---------------------------------------------------. .
1984---------------------------------------------------. .

Public assistance expenditures in Puerto Rico, Guam, and the Virgin
Islands

This provision would make permanent the fiscal year 1979 $78
million federal funding level for public assistance payments in Puerto
Rico, Guam and the Virgin Islands, including payments to the aged,
blind and disabled, as well as recipients of AFDC. CBO expects that
the full $78 million would be expended in fiscal year 1980 for an
additional cost of $52 million above current law.
Required budget authority:

Fiscal year : Milions
1980 -------------------------------------------------- $52
1981 ------------------------------------------------------ 5
1982 ------------------------------------------------------- 52
1983 ------------------------------------------------------- 52
1984---------------------------------------------------52

Estimated outlays: 52
Fiscal year:

1980----------------------------------------------------- 521981 521982-----------------------------------------------........ 52

1983 -------------------------------------------------- 52
1984 -------------------------------------------------- 52



Limitation on period for filing of claims by States
The Social Security Act does not limit the time during which thestates may file claims for federal reimbursement for their expendituresunder the various titles of the Act. As a result, it is common for someclaims to be submitted several years after the expenditures are made.The proposed amendment, effective October 1, 1981, would limit to twoyears the period during which such claims could be filed by the states.Thus, 'for example, claims for expenditures made during the thirdquarter of fiscal year 1982 could be submitted not later than the end ofthe third quarter of fiscal year 1984. The amendment would not applyto state expenditures during fiscal years earlier than 1980.
The effect of the amendment would be to encourage the states tofile all claims within the two-year period in order to avoid losing re-imbursements. The costs of the amendment would follow from changesin the flow of federal outlays as well as disallowances of claims filed

after the two-year deadline.
In fiscal year 1980 some claims would be submitted that otherwisewould have been submitted several years later. Some additional fed-eral outlays would therefore be made in that year. This compressionof the filing and reimbursement period would be similarly evident inevery subsequent fiscal year. Beginning in fiscal year 1982, however,some claims that otherwise would have been filed would not be: theywould already have been submitted. This would reduce federal out-lays. Also beginning in fiscal year 1982, a very small fraction ofclaims would probably be rejected due to lateness, further reducingfederal outlays. CBO estimates that in fiscal years 1980 and 1981federal outlays would increase by less than $0.05 million. After fiscalyear 1981, CBO estimates that outlays would decrease by less than

$0.05 million.
7. Estimate comparison: None.
8. Previous CBO estimate: CBO provided the cost estimate for

the House version of H.R. 3434.
Date of estimate: May 9, 1979
Passed the House: August 2, 1979
9. Estimate prepared by Betsy Guthrie, Al Peden, and Malcolm

Curtis.
10: Estimate approved by:

CHARLs E. SEAGROVE
(For James L. Blum, Assistant Director for Budget Analysis).

VI. Changes in Existing Law
In compliance with paragraph 4 of rule XXIX of the StandingRules of the Senate, changes in existing law made by the bill, asreported, are shown as follows (existing law proposed to be omittedis enclosed in black brackets, new matter is printed in italic, existinglaw in which no change is proposed is shown in roman):
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SOCIAL SECURITY ACT

TITLE IV-GRANTS TO STATES FOR AID AND SERVICES
TO NEEDY FAMILIES WITH CHILDREN AND FOR
CHILD-WELFARE SERVICES

PART A-AID TO FAMILIES WITH DEPENDENT CHILDREN

STATE PLANS FOR AID AND SERVICES TO NEEDY FAMILIES WITH
CHILDREN

SEC. 402. (a) A State plan for aid and services to needy families
with children must-

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into considera-
tion any other income and resources of any child or relative claiming
aid to families with dependent children, or of any other individual
(living in the same home as such child and relative) whose needs the
State determines should be considered in determining the need of the
child or relative claiming such aid, as well as, in the case of an initial
determination of eligibility only any expenses reasonably attributable
to the earning of any such income;

(8) provide that, in making the determination under clause (7), the
State agency-

(A) shall with respect to any month disregard-
(i) all of the earned income of each dependent child re-

ceiving aid to families with dependent children who is (as
determined by the State in accordance with standards pre-
scribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or a course of vocational or technical
training designed to fit him for gainful employment, and

[(ii) in the case of earned income of a dependent child notincluded under clause (i), a relative receiving such aid, and
any other individual (living in the same home as such rela-
tive and child) whose needs are taken into account in making
such determination, the first $30 of the total of such earned
income for such month plus one-third of the remainder of
such income for such month (except that the provisions of
this clause (ii) shall not apply to earned income derived from
participation on a project maintained under the programs
established by section 432(b) (2) and (3)); and]

(ii) in the case of earned income of a dependent child not
included under clause (i), a relative receiving such aid, and any
other individual (living in the same home as such relative and
child) whose needs are taken into account in making such deter-
mination (I) the first $60 of such earned income for individuals
for such month plus (II) forty per centum of the remainder of
such income for such month except that in each case an amount



equal to the reasonable child care expenses incurred (subject to
such limitations as the Secretary may prescribe in regulations)
shall first be deducted before computing such individual's earned
income (except that the provisions of this clause (ii) shall not
apply to earned income derived from participation on a project
maintained under the programs established by section 432(b) (2)
and (8)); and

(B) (i) may, subject to the limitations prescribed by the Secre-
tary, permit all or any portion of the earned or other income to
be set aside for future identifiable needs of a dependent child,
and (ii) may, before disregarding the amounts referred to in sub-
paragraph (A) and clause (i) of this subparagraph, disregard
not more than $5 per month of any income; except that, with
respect to any month, the State agency shall' not disregard any
earned income (other than income referred to in subparagraph
(B)) of-

(C) any one of the persons specified in clause (ii) of subpara-
graph (A) if such person-

(i) terminated his employment or reduced his earned in-
come without good cause within such period (of not less than
30 days) preceding such month as may be prescribed by the
Secretary; or

(ii) refused without good cause, within such preiod pre-
ceding such month as may be prescribed by the Secretary, to
accept employment in which he is able, to engage which is
offered through the public employment offices of the State, or
is otherwise offered by an employer if the offer of such em-
ployer is determined by'the State or local agency administer-
ing the State plan, after notification by him, to be a bona fide
offer of employment; or

(D) any of such persons specified in clause (ii) of subpara-
graph (A) if with respect to such month the income of the per-
sons so specified (within the meaning of clause (7)) was in excess
of their need as determined by the State agency pursuant to
clause (7) (without regard to clause (8)), unless, for any one of
the four months preceding such month, the needs of such person
were met by the furnishing of aid under the plan; or

(E) any of the persons specified in clause (i) or (ii) of subparagraph
(A) with request to which there is a failure without good cause to make a
timely report (as prescribed by the State plan) to the State agency of
earned income received in such month;

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

(29) effective October 1, 1979, provided that wage information
available from the Social Security Administration under the pro-



visions of section 411 of this Act, and wage information available
(under the provisions of section 3304 (a) (16) of the Federal Un-
employment Tax Act) from agencies administering State unem-
ployment compensation laws, shall be requested and utilized to
the extent permitted under the provisions of such sections; except
that the State shall not be required to request such information
from the Social Security Administration where such information
is available from the agency administering the State unemploy-
ment compensation laws[.], and

(30) provide that in making the determination under para-
graph (7), the State agency shall take into consideration so much
of the total of the unearned income plus 80 percent of the earned
income of the dependent child's stepparent (living .in the same
home as such child), as exceeds the sum of (A) the State's stand-
ard of need under such plan for a family of the same composition
as the stepparent and those other individuals living in the same
household as the stepparent and claimed by him as dependents
for purposes of determining his Federal personal income tax
liability but 'whose needs are not taken into account in making the
determination under section 402 (a) (7), (B) amounts paid by
the stepparent to individuals not living in such household claimed
by him as dependents under subtitle A of title 26 of the United
States Code for purposes of determining his Federal personal
income tax liability, and (C) payments of alimony or child sup-
port with respect to individuals not living in such household.

PRORATING OF SHELTER ALLOWANCE IN CERTAIN OASES WHERE CHILD
LIVES WITH RELATIVE NOT LEGALLY RESPONSIBLE FOR HIS SUPPORT

SEC. 412. (a) Notwithstanding any other provision of this part, a
State plan for aid and services to needy families with children shall not be
regarded as failing to comply with the requirements imposed under this
part solely because, under such plan, in any case in which one or more
children live in any household-

(1) (A) in which the total income of such child or children and the
closely related family members (as defined in subsection (b)) living
in the same household equals or exceeds the standard of need under
such plan for a family equal in number to the total number of such
children and closely related family members in the same household,
or (B) where the income of children and family members cannot be
determined due to failure to coo rate, and

(2) which (A) does not includTe a relative (specified in section 406
(a) (1)) who is legally responsible for the support of the child or
children, or (B) includes one or more such relatives who is legally
responsible for the support of the child or children but none of whom is
eligible for aid under the State plan because such rlative is being
supported by another person or under another program.

the amount of the aid furnished with respect to such child or children for
shelter, utilities, and similar expenses, bears the same ratio to the total
amount which would be furnished for such expenses, if all the closely
related family members with whom such child or children are living were
eligible for such aid, as the number of such children bears to the total
number of such children and family members.



(b) For purposes of subsection (a), the term "closely related family
members" of a child means those relatives of his who are specified in section
406 (a) (1) and any other individual for whose support such a relative
is legally responsible, but does not include any such relative or other
individual (1) with respect to whom benefits are provided under another
public program eligibility for which is based on need, or (2) whose pres-
ence in the home would not increase the total amount which would be
allowed for shelter, utilities, and similar expenses if he was eligible for aid.

(c) The amount of aid to families with dependent children for shelter,
utilities, and similar expenses shall be identified, for purposes of this
section, in the following manner:

(1) If the State plan approved under this part provides for paying
100 percent of the standard of need specified in the plan, and de-
signates a portion of that standard, for families of specified sizes, to
meet sAelter, utilities, and similar expenses, then an amount equal to
that portion shall be considered the total amount for such expenses for
a family of the specified size.

(2) If such plan provides for meeting less than 100 percent of
such standard, and designates a portion of that standard, for families
of specified sizes, to meet such expenses, then an amount equal to that
portion, multiplied by the proportion of the standard of need which
such State pays as aid to families with dependent children, shall
be considered the total amount for such expenses for a family of the
specified size.

(3) If such plan does not designate any portion of the standard
of need for meeting such expenses, then such portion shall be pre-
scribed by the Secretary, but in no event shall such portion exceed
30 percent of the standard of need for a family of a specified size,
multiplied by the proportion of such standard which the State pays
as aid to families with dependent children.

(d) For purposes of subsection (a), the total income of the child or
children and the closely related family members (as defined in subsection
(b)) shall be determined as it would be if all such individuals were appli-
cants for aid under the State plan and shall not include any income which
any such individual is obligated to apply to the support of any other
individual not living in the household.

PART B-CHILD-WELFARE SERVICES

APPROPRIATION

SEC. 420. (a) For the purpose of enabling the United States, through
the Secretary, to cooperate with State public welfare agencies in
establishing, extending, and strengthening child-welfare services, the
following sums are hereby authorized to be appropriated: $196,000,000
for the fiscal year ending June 30, 1973, $211,000,000 for the fiscal year
ending June 30, 1974, $226,000,000 for the fiscal year ending June 30,
1975, $246,000,000 for the fiscal year ending June 30, 1976, and
$266,000,000 for each fiscal year thereafter.

(b) Funds appropriated for any fiscal year pursuant to the authoriza-
tion contained in subsection (a) shall be included in the appropriation
Act (or supplemental appropriation Act) for the fiscal year preceding
the fiscal year for which such funds are available for obligation. In order
to efect a transition to this method of timing appropriation action, the



preceding sentence shall agply notwithstanding the fact that its initial
application will result in the enactment in the same year (whether in the
same appropriation Act or otherwise) of two separate appropriations, one
for the then current fiscal year and one for the succeeding fiscal year.

PAYMENT TO STATES

SEC. 422. (a) From the sums appropriated therefor and the
allotment available under this part, the Secretary shall from time to
time pay to each State-

(1) that has a plan for child-welfare services which has been
developed as provided in this part and which-

(A) provides that (i) the individual or agency designated
pursuant to section 2003(d)(1)(C) to administer or super-
vise the administration of the State's services program will
administer or supervise the administration of such plan for
child-welfare services and (ii) to the extent that child-welfare
services are furnished by the staff of the State agency or local
agency administering such plan for child-welfare services, a
single organizational unit in such State or local agency, as the
case may be, will be responsible for furnishing such child-
welfare services,

(B) provides for coordination between the services pro-
vided under such plan and the services provided for depend-
ent children under the State plan approved under part A
of this title, with a view to provision of welfare and related
services which will best promote the welfare of such children
and their families, and

(C) provides, with respect to day care services (includ-
ing the provision of such care) provided under this title-

(i) for cooperative arrangements with the State
health authority and the State agency primarily respon-
sible for State supervision of public schools to assure
maximum utilization of such agencies in the provision of
necessary health services and education for children re-
ceiving day care,

(ii) for an advisory committee, to advise the State
public welfare agency on the general policy involved in
the provision of day care services under the plan, which
shall include among its members representatives of other
State agencies concerned with day care or services related
thereto and persons representative of professional or
civic or other public or nonprofit private agencies, orga-
nizations, or groups concerned with the provision of day
care,

(iii) for such safeguards as may be necessary to assure
provision of day care under the plan only in cases in
which it is in the best interest of the child and the mother
and only in cases in which it is determined, under criteria
established by the State, that a need for such care exists;
and, in cases in which the family is able to pay part or
all of the costs of such care, for payment of such fees as
may be reasonable in the light of such ability,



(iv) for giving priority, in determining the existence
of need for such day care, to members of low-income or
other groups in the population, and to geographical
areas, which have the greatest relative need for extension
of such day care, and

(v) that day care provided under the plan will be
provided only in facilities (including private homes)
which are licensed by the State, or approved (as meeting
the standards established for such licensing) by the State
agency responsible for licensing facilities of this type,
and

(vi) for the development and implementation of ar-
rangements for the more effective involvement of the
parent or parents in the appropriate care of the child
and the improvement of the health and development of
the child, and

(2) that makes a satisfactory showing that the State is extend-
ing the provision of child-welfare services in the State, with
priority being given to communities with the greatest need for
such services after giving consideration to their relative financial
need, and with a view to making available by July 1, 1975, in
all political subdivisions of the State, for all children in need
thereof, child-welfare services provided by the staff (which shall
to the extent feasible be composed of trained child-welfare per-
sonnel) of the State public welfare agency or of the local agency
participating in the administration of the plan in the political
subdivision,

except that (effective July 1, 1969, or, if earlier, on the date as of
which the modification of the State plan to comply with this require-
ment with respect to subprofessional staff is approved) such plan
shall provide for the training and effective use of paid subprofessional
staff with particular emphasis on the full-time or part-time employ-
ment of persons of low income, as community service aides, in the
administration of the plan and for the use of nonpaid or partially
paid volunteers in providing services and in assisting any advisory
committees established by the State agency, an amount equal to the
Federal share (as determined under section 423) of the total sum
expended under such plan (including the cost of administration of
the plan) in meeting the costs of State, district, county, or other local
child-welfare services, in developing State services for the encourage-
ment and assistance of adequate methods of community child-welfare
organization, in paying the costs of returning any runaway child who
has not attained the age of eighteen to his own community in another
State, and of maintaining such child until such return (for a period
not exceeding fifteen days), in cases in which such costs cannot be met
by the parents of such child or by any person, agency, or institution
legally responsible for the support of such child. In developing such
services for children, the facilities and experience of voluntary agen-
cies shall be utilized in accordance with child-care programs and ar-
rangements in the State and local communities as may be authorized
by the State.
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(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary shall, prior to the beginning of each period
for which a payment is to be made, estimate the amount to be paidto the State for such period under the provisions of subsection (a).

(2) From the allotment available therefor, the Secretary shallpay the amount so estimated, reduced or increased, as the casemay be, by any sum (not previously adjusted under this section)
by which he finds that his estimate of the amount to be paid theState for any prior period under this section was greater or less
than the amount which should have been paid to the State for
such prior period under this section.

(c) If on December 1, 1974, the agency of a State administering itsplan under this part was not the agency designated pursuant to section
402 (a) (3), subsection (a) (1) (A) of this section shall not apply withrespect to such agency but only so long as such agency is not theagency designated under section 2003(d)(1)(C), and if on December1, 1974, the local agency administering the plan of a State under thispart in a subdivision of the State is not the local agency in such sub-division administering the plan of such State under part A of thistitle, subsection (a) (1) (A) of this section shall not apply with respectto such local agency but only so long as such local agency is not thelocal agency administering the program of the State for the provision
of services under title XX.

(d) (1) Notwithstanding any other provision of this part, there shallnot (subject to paragraph (2)) be paid to any State under the precedingprovisions of ths section for any fiscal year (commencing with the fiscalyear which begins on October 1, 1979) an amount in excess of the amountof such State's allotment for the fiscal year which began on October 1, 1978,unless the State's plan for child-welfare services indicates the manner inwhich the State, in the administration of such plan, will achieve the ob-jectives and carry out the activities specified in paragraphs (1) and (2)
of section 428(b).

(2) The amount payable to a State under the provisions of this partwhich precede this subsection shall not, because of the provisions of para-graph (1) of this subsection, be reduced for any fiscal year prior to thefiscal year which commences October 1, 1981, if the Secretary finds thatsuch State has initiated the process for having such State's plan for childwelfare services indicate the manner in which the State, in the administra-tion of such plan, will achieve the objectives and carry out the activities
specified in paragraphs (1) and (2) of section 428(b).

ALLOTMENT PERCENTAGE AND FEDERAL SHARE

SEC. 423. (a) The "allotment percentage" for any State shall be100 per centum less the State percentage; and the State percentage
shall be the percentage which bears the same ratio to 50 per centum asthe per capita income of such State bears to the per capita income ofthe United States; except that (1) the allotment percentage shall inno case be less than 30 per centum or more than 70 per centum, and(2) the -allotment percentage shall be 70 per centum in the case of
Puerto Rico, the Virgin Islands, and Guam.

Mb [The "Federal share" for any State for any fiscal year shall be100 per centum less that percentage which bears the same ratio to



50 per centum as the per capita income of such States bears to the percapita income of the United States, except that (1) in no case shall
the Federal share be less than 33% per centum or more than 66% percentum, and (2) the Federal share shall be 66% per centum in the case
of Puerto Rico, the Virgin Islands, and Guam.] The "Federal share"for any State shall, effective on and after October 1, 1979, be 75 per
centum, and

(c) The [Federal share and] allotment percentage for each State
shall be promulgated by the Secretary between October 1 and Novem-
ber 30 of each even-numbered year, on the basis of the average percapita income of each State and of the United States for the threemost recent calendar years for which satisfactory data are available
from the Department of Commerce. Such promulgation shall be con-clusive for each of the two fiscal years in the period beginning October1 next succeeding such promulgation: Provided, That the Federal
shares and allotment percentages promulgated under section 524(c) ofthe Social Security Act in 1966 shall be effective for purposes of thissection for the fiscal years ending June 30, 1968, and June 30, 1969.'(d) For purposes of this section, the term "United States" means
the fifty States and the District of Columbia.

DEFINITION

SEc. 425. (a) For purposes of this title, the term "child-welfare
services" means public social services which supplement, or substitute
for, parental care and supervision for the purpose of (1) preventing orremedying, or assisting in the solution of problems which may result
in, the neglect, abuse, exploitation, or delinquency of children, (2)protecting and caring for homeless, dependent, or neglected children,
(3) protecting and promoting the welfare of children of working
mothers, and (4) otherwise protecting and promoting the welfare ofchildren, including the strengthening of their own homes where pos-sible or, where needed, the provision of adequate care of childrenaway from their homes in foster family homes or day-care or otherchild-care facilities. Expenditures made by a State for any calendar
quarter which begins after September 30, 1979,for foster care maintenance
payments shall be treated for purposes of making Federal payments underthis part with respect to expenditures for child welfare services, as if suchfoster care maintenance payments constituted child welfare services of atype to which the limitation imposed by section 427 does not apply; exceptthat, the amount payable to the State with respect to expenditures made for
other child welfare services and for foster care maintenance payments
during any such quarter shall not exceed 100 per centum of the amount ofthe expenditures made for child welfare services for which payment may bemade under the. limitation imposed by such section 427 as in effect without
regard to this sentence.

(b) Funds expended by a State for any calendar quarter to comply withthe statistical report required by section 476(b), and funds expended withrespect to nonrecurring costs of adoption proceedings in the case of children
placed for adoption with respect to whom assistance is provided under a
State plan for adoption assistance approved under part E of this title,
shall be deemed to have been expended for child welfare services.



LIMITATION ON PAYMENTS WITH RESPECT TO FOSTER CARE

SEC. 427. Notwithstanding any other provision of this part except thelast sentence of section 425(a), if for any fiscal year which begins after
September 30, 1979, there is appropriated under section 420 an amountin excess of the amount appropriated for the fiscal year ending on Septem.
ber 30, 1979, the amount payable to any State for expenditures made toprovide child welfare services in the form of foster care maintenance pay-ments infosterfamily homes or other foster care facilities, shall not exceedthe amount of its allotment (before application of the provisions of section
424) under this part for the fiscal year ending September 30, 1979. Fundsmade available to any State pursuant to section 474(c) shall be subject tothe limitation imposed by the preceding sentence.
PORTIONS OF INCREASED ALLOTMENTS TO BE USED FOR CERTAIN SERVICES

SEC. 428. (a) (1) If, for any fiscal year after 1979 there is appropriated
under section 420 a sum in excess of the sum appropriated thereunde forthe fiscal year 1979, the appropriation act by which such sum is appro-priated may set aside the amount of such excess necessary for the carryingout of the activities and programs described in subsections (b) and (c).

(2) Whenever a specified amount of the sum appropriated under section420 for any fiscal year is set aside pursuant to paragraph (1), the allot-ment of each State for such fiscal year shall be adjusted accordingly so asto restrict the availability of funds to the carrying out of the activities andprograms described in subsections (b) and (c).
(b) For the first year that any amount of a State's allotment is restrictedunder subsection (a) (2), the amount so restricted may, except as providedin subsection (c), be expended only for the following purposes (and amountsso expended shall be conclusively presumed to be expended for child

welfare services):
(1) for the purpose of conducting an inventory of all children who

have been in foster care under the responsibility of the State for aperiod of six months preceding the inventory; for the purpose ofdetermining the appropriateness of, and necessity for, the current
foster placement, whether the child can be or should be returned tohis parents or should be freed for adoption, and the services necessaryto facilitate either the return of the child or the placement of the child
for adoption or legal guardianship;

(2) for the purpose of designing and developing to the satisfaction
of the Secretary-

(A) a statewide information system from which the status,
demographic characteristics, location, and goals for the place-
ment of every child in foster care or who has been in such care
within the preceding twelve months can readily be determined;(B) a case review system for each child receiving foster care
under the supervision of the State; and

(C) a service program designed to help children remain withtheir families and, where appropriate, help children return to
families from which they have been removed or be placed for
adoption or legal guardianship.

(c) For any fiscal year (after the first fiscal year) that any amount ofa State's allotment is restricted under subsection (a)(2), the amount sorestricted may be expended only for the implementation and operation ofthe systems and programs described in subsection (b) (2) (and amounts



for such purposes shall be conclusively presumed to be expended for
child welfare services). In the case oj any State which has completed an
inventory of the type specified in subsection (b) (1) and the design and
development of the program and systems referred to in subsection (b) (2)prior to the first fiscal year referred to in subsection (b), or at any time
prior to the end of such fiscal year, the amount of such State's allotment
which is restricted under subsection (a) (2) shall remain available and
may thereafter in such fiscal year or the succeeding fiscal year be used for
the purposes specified in the first sentence of this subsection. In the case
of any State which, during the first fiscal year referred to in subsection
(b), fails to complete an inventory of the type specified in subsection
(b) (1) and the design and development of the program and systems re-

ferred to in subsection (b) (2) pror to the end of such fiscal year, the
amount of such State's allotment which is restricted under subsection (a) (2)for such fiscal year shall remain available for the succeeding fiscal year
for the purpose oj completing such inventory and the design and devetop-
ment of such program and systems; also, the amount of such State's
allotment which is restricted under subsection (a) (2) for the succeeding
fiscal year man be e.xvended for such purpose.

(d) (1) As used in subsection (b) (2) (B), the term "case review system"
means a procedure for assuring that-

(A) each child has a case plan designed to achieve placement in the
least restrictive (most family like) setting available and in close
proximity to the parents' home, consistent with the best interest and
special neeas of the child.

(B) the status of each child is reviewed periodically but no lessfrequently than once every twelve months by either a court or by
administrative review (as defined in paragraph (2)) in order to
determine the continuing necessity for and appropriateness of theplacement, the extent of compliance with the case plan, and the
extent of progress which has been made toward alleviating or miti-
gating the causes necessitating placement in foster care, and to project
a likely date by which the child may be returned to the home or placed
for adoption or legal guardianship, and

(C) with respect to each such child, procedural safeguards will be
applied, among other things, to assure each child in foster care under
the supervision of the State of a dispositional hearing to be held, in a
family or juvenile court or another court (including a tribal court)
of competent jurisdiction, or by an administrative body appointed
or approved by the court, no later than twenty-four months after the
original placement (and periodically thereafter during the continua-
tion of foster care), which hearing shall determine the future status of
the child (including, but not limited to, whether the child should be
returned to the parent should be continued in foster care for a
specified period, should be placed for adoption, or should (because
of the child's special needs or circumstances) be continued in foster
care on a permanent or long-term basis); and procedural safeguards
shall also be applied with respect to parental rights to the removal of
the child from the home of his parents, to a change in the child's
placement, and to any determination affecting visitation privileges of
parents.

(2) As used in paragraph (1) (B), the term "administrative review"
means a review open to the participation of the parents of the child con-
ducted by a panel of appropriate persons at least one of whom is not



responsible for the case management of, or the delivery of services to, either
the child or the parents who are the subject of the review.

PAYMENTS TO INDIAN TRIBAL ORGANIZATIONS

SEc. 429. (a) The Secretary may, in appropriate cases (as determined
by the Secretary) make payments under this part directly to an Indiantribal organization within any State which has a plan for child-welfare
services approved under this part. Such payments shall be made in suchmanner and in such amounts as the Secretary determines to be appropriate.

(b) Amounts paid under subsection (a) shall be deemed to be a part ofthe allotment (as determined under section 421) for the State in which
such Indian tribal organization is located.

(c) For purposes of this section-
(1) The term "tribal organization" means the recognized governingbody of any Indian tribe, or any legally established organization of

Indians which is controlled, sanctioned, or chartered by such govern-
ing body; and

(2) the term "Indian tribe" means any tribe, band, nation, or
other organized group or community of Indians (including anyAlaska Native village or regional or village corporation as defined in
or established pursuant ot the Alaska Native Claims Settlement Act(Public Law 92-203; 85 Stat. 688)) which (A) is recognized as
eligible for the special programs and services provided by the UnitedStates to Indians because of their status as Indians, or (B) islocated on, or in proximity to, a Federal or State reservation or
rancheria.

PART D-CHILD SUPPORT AND ESTABLISHMENT OF PATERN-ITY

PAYMENTS TO STATES

SEC. 455. (a) From the sums appropriated therefor, the Secretaryshall play to each State for each quarter, beginning with the quarter
commencing July 1, 1975, an amount-

(1) equal to 75 percent of the total amounts expended by suchState during such quarter for the operation of the plan approved
under section 454, and

(2) equal to 50 percent of the total amounts expended by suchState during such quarter for the operation of a plan which meets
the conditions of section 454 except as is provided by a waiver
by the Secretary which is granted pursuant to specific authority
set forth in the law[;].

[except that no amount shall be paid to any State on account of
furnishing child support collection or paternity determination services
(other than the parent locator services) to individuals under section
454(6) during any period beginning after September 30, 1978.]



PART E-FEDERAL PAYMENTS FOR ADOPTION ASSISTANCE AND FOSTER
CARE

PURPOSE: APPROPRIATION

SEC. 470. (a) For the purpose of encouraging each State, as far as is
practicable under the conditions of that State, to provide, in appropriate
cases, foster care and adoption assistance for children who otherwise would
be eligible for assistance under the State's plan approved under part A,
there are authorized to be appropriated for each fiscal year (commencing
with the fiscal year which begins October 1, 1979) such sums as may be
necessary to carry out the provisions of this part.

(b) The sums made available under this section-
(1) are made available in recognition of the policy of the Federal

Government that the placement of a child in foster care is not ordi-
narily regarded as a desirable form of permanent child care and that
foster care should therefore ordinarily be a temporary status; and

(2) shall be used for making payments to States which have sub-
mitted, and had approved by the Secretary, State plans under this
part.

STATE PLAN FOR ADOPTION ASSISTANCE AND POSTER CARE

-SEC. 471. (a) In order for a State to be eligible for payments under this
part, it shall have a plan approved by the Secretary which-

(1) provides, where the plan includes adoption assistance pay-
ments, that such payments shall be payable in accordance with section
471, and, where the plan includes foster care maintenance payments,
that such payments shall be payable in accordance with section 472;

(2) provides that the State agency responsible for administering
the program authorized by part B of this title shall administer, or
supervise the administration of, the program authorized by this part;

(3) provides that the plan shall be in effect in all political sub-
divisions of the State, and, if administered by them, be mandatory
upon them;

(4) provides that the State shall assure that the programs at the
local level assisted under this part will be coordinated with the pro-
grams at the State or local level assisted under parts A and B of this
title, under title XX of this Act, and under any other appropriate
provision of Federal law;

(5) provides that the State will, in the administration of its pro-
grams under this part, use such methods relating to the establishment
and maintenance of personnel standards on a merit basis as are found
by the Secretary to be necessaryfor the proper and efficient operation
of the programs, except that the Secretary shall exercise no authority
with respect to the selection, tenure of office, or compensation of any
individual employed in accordance with such methods;

(6) provides that the State agency referred to in paragraph (2)
(hereinafter in this part referred to as the "State agency") will make
such reports, in such form and containing such information as the
Secretary may from time to time require, and comply with such pro-
visions as the Secretary may from time to time find necessary to assure
the correctness and verification of such reports;



(7) provides that the State agency will monitor and conduct periodic
evaluations of activities carried out under this part;

(8) provides safeguards which restrict the use of or disclosure of
information concerning individuals assisted under the State plan to
purposes directly connected with (A) the administration of the plan
of the State approved under this part, the plan or program of the State
under part A, B, C, or D of this title or under title I, V, X, XIV, XVI
(as in effect in Puerto Rico, Guam, and the Virgin Islands), XIX, or
XX or the supplemental security income program established by title
XVI, (B) any investigation, prosecution, or criminal or civil pro-
ceeding, conducted in connection with the administration of any such
plan or program, (C) the administration of any other Federal or
federally assisted program which provides assistance, in cash or in
kind, or services, directly to individuals on the basis of need, and
(D) any audit or similar activity conducted in connection with the
administration of any such plan or program by any governmental
agency which is authorized by law to conduct such audit or activity;
and the safeguards so provided shall prohibit disclosure, to any com-
mittee or a legislative body (other than the Committee on Finance of the
Senate, the Committee on Ways and Means of the House of Repre-
sentatives, and any agency referred to in clause (D) with respect to an
activity referred to in such clause), of any information which identi-
fies by name or address any such applicant or recipient; except that
nothing contained herein shall preclude a State from providing stand-
ards which restrict disclosures to purposes more limited than those
specified herein, or which, in the case of adoptions, prevent disclosure
entirely;

(9) provides that where any agency of the State has reason to believe
that the home or institution in which a child resides whose care is being
paid for in whole or in part with funds provided under this part or
part B of this title is unsuitable for the child because of the neglect,
abuse, or exploitation of such child, it shall bring such condition to the
attention of the appropriate court or law enforcement agency;

(10) provides that the standards referred to in section 2003(d) (1)
(F) shall be applied by the State to any foster family home or child
care institution receiving funds under this part or part B of this title;

(11) provides for periodic review of the standards referred to in
the preceding paragraph and amounts paid as foster care mainte-
nance payments and adoption assistance payments to assure their
continuing appropriateness;

(12) provides that any individual who is denied a request for bene-
fits available pursuant to this part or part B of this title (or whose
request for benefits is not acted upon within a reasonable time) will
be informed of the reasons for the denial or delay and, if he so re-
quests, will be offered an opportunity to meet with a representative
of the agency administering the plan to discuss the reasons for the
denial or delay;

(13) provides that the State shall arrange for a periodic and inde-
pendently conducted audit of the programs assisted under this part
and part B of this title, which shall be conducted no less frequently
than once every three years;

(14) provides (A) specific goals (which shall be established by
State law on or before October 1, 1981) for each fiscal year (com-
mencing with the fiscal year which begins on October 1, 1982) as to



the maximum number of children (in absolute numbers or as a per-
centage of all children in foster care with respect to whom assistance
under the plan is provided during such year) who, at any time during
such year, will remain in foster care after having been in such care
for a period in excess of twenty-four months, and (B) a description
of the steps which will be taken by the State to achieve such goals; and

(15) effective October 1, 1981, provides that, in each case, reason-
able efforts will be mad (A) prior to the placement of a child in
.foster care, to prevent the removal of the child from his home, and (B)
to make it possible for the child to return to his home.

(b) The Secretary shall approve any plan which complies with the pro-
visions of subsection (a) of this section. However, in any case in which
the Secretary finds, after reasonable notice and opportunity for a hearing,
that a State plan which has been approved by the Secretary no longer
complies with the provisions of subsection (a), or that in the administra-
tion of the plan there is a substantial failure to comply with the provisions
of the plan, the Secretary shall notify the State that further payments will
not be made to the State under this part, or that such payments will be
made to the State but reduced by an amount which the Secretary deter-
mines appropriate, until the Secretary is satisfied that there is no longer
any such failure to comply, and until he is so satisfied he shall make no
further payments to the State, or shall reduce such payments by the amount
specified in his notification to the State.

FOSTER CARE MAINTENANCE PAYMENTS PROGRAM

SEc. 472. (a) Each State with a plan approved under this part may
make foster care maintenance payments (as defined in section 475(4))
under this part only with respect to a child who is placed in foster care
prior to October 1, 1984 and who would meet the requirements of section 406
(a) or of section 407 of this Act but for his removal from the home of a
relative (specified in section 406(a)), and only if-

(1) the removal from the home was the result of a judicial deter-
mination to the effect that continuation therein would be contrary to
the welfare of such child and that reasonable efforts of the type
described in section 471 (a) (15) have been made;

(2) such child's placement and care are the responsibility of (A)
the State agency administering the State plan approved under sec-
tion 471, or (B) any other public agency with whom the State agency
administering or supervising the administration of the State plan
approved under section 471 has made an agreement which is still in
effect;

(3) such child has been placed in a foster family home or child-care
institution as a result of a determination referred to in paragraph
(1);

(4) such child-
(A) receive aid under the State plan approved under section

402 in or for the month in which court proceedings leading to the
removal of such child from the home was initiated, or

(B) (i) would have received such aid in or for such month if
application had been made therefor, or (ii) had been living
with a relative specified in section 406(a) within six months
prior to the month in which such proceedings were initiated,
and would have received such aid in or for such month if in
such month he had been living with such a relative and applica-
tion therefor had been made; and



(5) there is a case plan (as defined in section 475(1) of this part)for such child (including periodic review of the necessity for thechild's being in a foster family home or child-care institution).(b) Foster care maintenance payments may be made under this partonly in behalf of a child described in subsection (a) of this section who is-(1) in the foster family home of an individual, whether the paymentstherefor are made to such individual or to a public or nonprofit
private child-placement or child-care agency, or

(2) in a child-care institution, whether the payments therefor aremade to such institution or to a public or nonprofit private child-placement or child-care agency, which payments shall be limited soas to include in such payments only those items which are includedin the term "foster care maintenance payment" (as defined in section
475(4)).

(c) For the purposes of this part and part B of this title, (1) the term'foster family home" means a foster family home for children which islicensed by the State in which it is situated or has been approved, by theagency of such State having responsibility for licensing homes of thistype, as meeting the standards established for such licensing; and (2)the term "child-care institution" means a nonprofit private child-careinstitution, or (subject to the succeeding sentence) a public child-careinstitution which accommodates no more than twenty-five children, which islicensed by the State in which it is situated or has been approved, by theagency of such State responsible for licensing or approval of institutions ofthis type, as meeting the standards established for such licensing; but theterm shall not include detention facilities, forestry camps, training schools,or any other facility operated primarily for the detention of children whoare determined to be delinquent. A public institution which on the effectivedate of this part accommodates children and which, except for the provisionsof this sentence would be a child-care institution (as defined in the preced-ing sentence), shall not, for purposes of this part, be considered to be achild-care institution (as so defined) with respect to any child who wasin such institution on the date of enactment of this part.(d) For purposes of title XIX of this Act, any child with respect towhom foster care maintenance payments are made under this section shallbe deemed to be a dependent child as defined in section 406 and shall bedeemed to be a recipient of aid to families with dependent children under
part A of this title.

ADOPTION ASSISTANCE PROGRAM

Sec. 473. (a) (1) Each State with a plan approved under this part may,directly through the State agency or through another public or nonprofitprivate agency, make adoption assistance payments pursuant to anadoption assistance agreement in amounts determined under paragraph(3) of this subsection to parents who are eligible for such payments pur-suant to paragraph (2) of this subsection and who, after the effective date
of this section, adopt a child who-

(A) would, at the time adoption proceedings were initiated, havemet the requirements of section 406 (a) or section 407 of this Actexcept for his removalfrom the home of a relative (specified in section406 (a)) as a result of a judicial determination to the effect that con-tinuation therein would be contrary to the welfare of such child.



(B) (i) received aid under the State plan approved under section
402 in or for the month in which court proceedings leading to the
removal of such child from the home were initiated, or

(ii) (I) would have received such aid in or for such month if
application had been made therefor, or (II) had been living with a
relative specified in section 406 (a) within six months prior to the
month in which such proceedings were initiated, and would have
received such aid in or for such month if in such month he had been
living with such a relative and application therefor had been made,
and

(C) has been determined by the State, pursuant to subsection (c)
of this section, to be a child with special needs.

(2) Parents may be eligible for adoption assistance payments under
this part only if their income at the time of the adoption does not exceed
125 per centum of the median income of a family of four in the State, ad-
justed in accordance with regulations of the Secretary to take into account
the size of the family after adoption. Notwithstanding the preceding
sentence, parents whose income is above the limits specified therein may be
eligible for assistance payments under this part if the State or local agency
administering the program under this section determines that there are
special circumstances (as defined in regulations of the Secretary) in the
family which warrant adoption assistance payments; except that not more
than 10 per centum of all parents receiving adoption assistance for any
month may be parents whose income exceeds the limits so specified.

(3) The amount of the adoption assistance payments shall be deter-
mined through agreement between the adoptive parents and the State or
local agency administering the program under this section, which shall
take into consideration the circumstances of the adopting parents and
the needs of the child being adopted, and may be readjusted periodically,
with the concurrence of the adopting parents (which may be specified in
the adoption assistance agreement), depending upon changes in such cir-
cumstances. However, in no case may the amount of the adoption assistance
payment exceed the foster care maintenance payment which would have
been paid during the period if the child with respect to whom the adoption
assistance payment is made had been in a foster family home.

(4) Notwithstanding the preceding two paragraphs, (A) no payment
may be made to parents pursuant to this section with respect to any month
in a calendar year following a calendar year in which the income of such
parents exceeds the limits specified in paragraph (2), unless the State or
local agency administering the program under this section has determined,
pursuant to paragraph (2) (and subject to the percentage limitation im-
posed by the second sentence thereof), that there are special circumstances
in the family which warrant adoption assistance payments, (B) no pay-
ment may be made to parents with respect to any child who has attained
the age of eighteen, and (C) no payment may be made to parents with
respect to any child if the State determines that the parents are no longer
legally responsible for the support of the child or if the State determines
that the child is no longer receiving any support from such parents. Parents
who have been receiving adoption assistance payments under this section
shall keep the State or local agency administering the program under this
section informed of circumstances which would, pursuant to this sub-
section, make them ineligible for such assistance payments, or eligible for
assistance payments in a different amount.



(5) For the purposes of this part, individuals with whom a child (who
has been determined by the State, pursuant to subsection (c), to be a child
with special needs) is placed for adoption, pursuant to an interlocutory
decree, shall be eligible for adoption assistance payments under this sub-
section, during the period of the placement, on the same terms and subject
to the same conditions as if such individuals had adopted such child.

(b) Any child-
(1) who the State determines meets the requirements of subsection

(a) (1); and
(2) who is placed for adoption or adopted following such deter-

mination
shall, with respect to any medical condition which was in existence at the
time the child was adopted, retain eligibility under title XIX until the
age of eighteen under such plan. However, a State may provide to such
a child full eligibility for medical assistance under the State's plan
approved under title XIX. For purposes of section 1904 of this Act, the
requirement imposed by the first sentence of this subsection shall be
deemed to be imposed by a provision of section 1902(a); and Federal
payments on account of expenditures made by a State in compliance with
such first sentence, or in accord with the second sentence of this sub-
section, shall be made in like manner as is provided under such title
in the case of medical assistance furnished to a dependent child receiving
aid under part A of title IV.

(c) For purposes of this section, a child shall not be considered a child
with special needs unless-

(1) the State has determined that the child cannot or should not be
returned to the home of his parents; and

(2) the State had first determined (A) that there exists with re-
spect to the child a specific factor or condition because of which it is
reasonable to conclude that such child cannot be placed with adoptive
parents without providing adoption assistance, and (B) that, except
where it would be against the best interests of the child because of
such factors as the existence of significant emotional ties with pros-
pective adoptive parents while in the care of such parents as a foster
child, a reasonable, but unsuccessful, effort has been made to place
the child with appropriate adoptive parents without providing adop-
tion assistance under this section.

(d) Notwithstanding any other provision of this part, no adoption as-
sistance payment under a State pn approved under this part shall be
made pursuant to any adoption assistance agreement entered into after
September 30, 1984.

PAYMENTS TO STATES; ALLOTMENTS TO STATES

SEC. 474. (a) For each quarter beginning after September 30, 1979,
each State which has a plan approved under this part (subject to the lim-
itations imposed by subsection (b)) shall be entitled to a payment equal
to the sum of-

(1) an amount equal to the Federal medical assistance percentage
(as defined in section 1905(b) of this Act) qf the total amount ex-
pended during such quarter as foster care maintenance payments
under section 472 for children in foster family homes or child-care
institutions who were placed in foster care prior to October 1, 1984;
plus



, (2) an amount equal to the Federal medical assistance percentage
(as defined in section 1905(b) of this Act) of the total amount ex-
pended during such quarter as adoption assistance payments under
section 473 pursuant to adoption assistance agreements entered into
prior to October 1, 1984; plus

(3) an amount equal to the sum of the following proportions of the
total amounts expended during such quarter as found necessary by
the Secretary for the proper and efficient administration of the Stateplan- (A) 75 per centum of so much of such expenditures as are for

the training (including both short- and long-term training at
educational institutions through grants to such institutions or
by direct financial assistance to students enrolled in such insti-
tutions) of personnel employed or preparing for employment by
the State agency or by the local agency administering the plan in
the political subdivision, and

(B) one-half of the remainder of such expenditures.
(b) (1) Notwithstanding the provisions of subsections (a) (1) and (a) (3),

with respect to expenditures relating to foster care, the aggregate of the sums
payable to any State thereunder, with respect to expenditures relating tofoster carefor the calendar quarters in any fiscal year shall not exceed the
State's allotment for such year.

(2) For purposes of this subsection, a State's allotment for the fiscalyear ending September 30, 1978, shall be equal to the amount of the Federal
funds payable to such State under section 403 on account of expenditures
for aid with respect to which Federal financial participation is authorized
pursuant to section 408 (including administrative expenditures attribut-
able to the provision of such aid). In the event that there is a dispute be-tween any State and the Secretary as to the amount of such expenditures
for such fiscal year, then, until the beginning of the fiscal year immediately
following the fiscal year in which the dispute is finally resolved, the amount
of the State's allotment for such fiscal year shall be deemed to be the amount
of Federalfunds which would have been payable under such section 403 if
the amount of such expenditures were equal to the amount thereof claimed
by the State.

(3) (A) For fiscal year 1980 and each fiscal year thereafter, the al-lotment of each State shall be equal to its allotment under this wub-
paragraph for the preceding year increased or decreased (as the case
may be) by a percentage equal to the lesser of (i) the inflation rate
for such fiscal year as shown in the table appearing on page 25 ofSenate Report Number 96-311 submitted by the Senate Budget Com-
mittee, rounded to the next higher percentage which is equal to or amultiple of 10 percent; or (ii) a percentage equal to twice the per-
centage increase or decrease (as the case may be) in the Consumer
Price Index prepared by the Department of Labor, and used in de-
termining cost-of-living adjustments under section 215(i) of this
Act, for the second quarter of the preceding fiscal year as compared
to such index for the second quarter of the second preceding fiscal
year (and for purposes of this clause the Consumer Price Index for
any quarter shall be the arithmetical mean of such index for the three
months in such quarter) ; except that the allotment of any State shallnot be increased by this subparagraph to an amount exceeding 176
percent of its allotment for fiscal year 1978. For purposes of this sub-



paragraph, the allotment of each State for fiscal year 1979 shall be
equal to 109.1 percent of its allotment for fiscal year 1978.

(B) The amount of any State's allotment, for any fiscal year referred
to in subparagraph (A), shall be the amount determined under such
paragraph or (if greater) an amount which bears the same ratio to
$100,000,000 as the under age eighteen population of such State bears
to the under age eighteen population of the fifty States and the District of
Columbia. The Secretary shall promulgate the amount of each State's
allotment, for the fiscal year 1980, not later than sixty days after the date
of enactment of this part, and for any succeeding fiscal year, prior to the
first day of the third month of the preceding fiscal year, on the basis of the
most recent satisfactory data available from the Department of Commerce.

(C) For the fiscal year 1980, and each fiscal year thereafter, sums
available to a State from its allotment under subsection (b) for carrying
out this part, which the State does not claim as reimbursement for ex-
penditures in such year pursuant to subsection (a) of this section, may
be claimed by the State as reimbursement for expenditures in such year
pursuant to part B of this title, in addition to such sums available pur-
suant to section 420 for carrying out that part.

DEFINITIONS

Szc. 475. As used in this part or part B of this title:
(1) The term "case plan" means a written document which includes

at least the following information: a description of the type of home or
institution in which a child is to be placed, including a discussion of
the appropriateness of the placement and how the agency which is
responsible for the child plans to carry out the judicial determination
made with respect to the child in accordance with section 472 (a) (1);
a plan of services that will be provided to the parents, child, andfoster
parents in order to improve the conditions in the parents' home,
facilitate return of the child to his own home or the permanent place-
ment of the child, and address the needs of the child while in foster
care, including a discussion of the appropriateness of the services
that have been provided to the child under the plan.

(2) The term "parents" means biological or adoptive parents or
legal guardians, as determined by applicable State law.

(3) The term "adoption assistance agreement" means a written
and consensual agreement, binding on the parties to the agreement,
between the State agency, other relevant agencies, and the prospective
adopting parents of a minor which specifies, at a minimum, the
amounts of the adoption assistance payments and any additional
services and assistance which are to be provided as part of such
agreement.

(4) The term 'oster care maintenance payments" means pay-
ments to cover the cost of (and the cost of providing) food, clothing,
shelter, daily supervision, school supplies, a child's personal inci-
dentals, liability insurance with respect to a child, and reasonable
travel to the child's home for visitation. In the case of institutional
care, such term shall include the reasonable costs of administration
and operation of such institution as are necessarily required to pro-
vide the items described in the preceding sentence.



TECHNICAL ASSISTANCE; DATA COLLECTION AND EVALUATION

SEC. 476 (a) The Secretary may provide technical assistance to the
States to assist them to develop the programs authorized under this part
and shall periodically (1) evaluate the programs authorized under this
part and part B of this title and (2) collect and publish data pertaining
to the incidence and characteristics of foster care and adoptions in this
country.

(b) Each State shall submit statistical reports as the Secretary may
require with respect to children for whom payments are made under this
part containing information with respect to such children including legal
status, demographic characteristics, location, and length of any stay in
foster care.

TITLE XI-GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW PART A-GENERAL PROVISIONS

* * * * * * *

LIMITATION ON PAYMENTS TO PUERTO RICO, THE VIRGIN ISLANDS,

AND GUAM

SEC. 1108. (a) Except as provided in 2002(a) (2) (D), the total
amount certified by the Secretary of Health, Education, and Welfare
under title I, X, XIV, and XVI, and under part A of title IV (ex-
clusive of any amounts on account of services and items to which
subsection (b) applies)-

(1) for payment to Puerto Rico shall not exceed-
(A) $12,500,000 with respect to the fiscal year 1968,
(B) $15,000,000 with respect to the fiscal year 1969,
(C) $18,000,000 with respect to the fiscal year 1970,
(D) $21,000,000 with respect to the fiscal year 1971,
(E) $24,000,000 [with respect to the fiscal year 1972 and

each fiscal year thereafter other than the fiscal year 1979]
with respect to each of the fiscal years 1972 through 1978, or

(F) $72,000,000 with respect to the fiscal year 1979 and
each fiscal year thereafter;

(2) for payment to the Virgin Islands shal not exceed-
(A) $425,000 with respect to the fiscal year 1968,
(B) $500,000 with respect to the fiscal year 1969,
(C) $600,000 with respect to the fiscal year 1970,
(D) $700,000 with respect to the fiscal year 1971,
(E) $800,000 [with respect to the fiscal year 1972 and each

fiscal year thereafter other than the fiscal year 1979] with
respect to each of the fiscal years 1972 through 1978, or

(F) $2,400,000 with respect to the fiscal year 1979 and each
fiscal year thereafter;

(3) for payment to Guam shall not exceed-
(A) $575,000 with respect to the fiscal year 1968,
(B) $690,000 with respect to the fiscal year 1969,
(C) $825,000 with respect to the fiscal year 1970,
(D) $960,000 with respect to the fiscal year 1971,



(E) $1,100,000 [with respect to the fiscal year 1972 and
each fiscal year thereafter other than the fiscal year 1979]
with respect to each of the fiscal years 1972 through 1978, or

(F) $3,300,000 with respect to the fiscal year 1979 and each
fiscal year thereafter.

ALTERNATIVE FEDERAL PAYMENT WITHIN RESPECT TO PUBLIC
ASSISTANCE EXPENDITURES

SEC. 1118. In the case of any State which has in effect a plan ap-
proved under title XIX for any calendar quarter, the total of the
payments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year (which for purposes of this
section means the 4 calendar quarters ending with September 30),
under paragraphs (1) and (2) of sections 3(a), 403(a), 10 03(a),
1403(a), and 1603 (a) shall, at the option of the State, be determined
by application of the Federal medical assistance percentage (as de-
fined by section 1905), instead of the percentages provided under
each such section, to the expenditures under its State plans approved
under titles I, X, XIV, and XVI, and part A of title IV, which would
be included in determining the amounts of the Federal payments to
which such State is entitled under such sections, but without regard
to any maximum on the dollar amounts per recipient which may be
counted under such sections. For purposes of the preceding sentence,
the term "Federal medical assistance percentage" shall, in the case of
Puerto Rico, the Virgin Islands, and Guam, mean 75 per centum
[when applied to quarters in the fiscal year ending September 30,
1979].

PERIOD WITHIN WHICH CERTAIN CLAIMS MUST BE FILED

SFc. 1132. (a) Notwithstanding any other provision of this Act (but
subject to subsection (b) ), any claim by a State for payment with re-
spect to an expenditure made during any calendar quarter by the State
in carrying out-

(1) a State plan approved under title I, IV, V, X, XIV, XVI,
XIX, or XX of this Act,
provides (on an entitlement basis) for Federal financial partic-
ipation in expenditures made under State plans or programs,

shall be filed (in such form and manner as the Secretary shall by
regulations prescribe) within the two-year period which begins on
the first day of the calendar quarter immediately following such cal-
endar quarter; and payment shall not be made under this Act on ac-
count of any sueh expenditure if claim therefor is not made within
such two-year period; except that this subsection shall not be applied
so as to deny payment with resect to any expenditure involving court-
ordered retroactive payments or audit exceptions, or adjustments to
prior year costs.

(b) The Secretary shall waive the requirement imposed under sub-
section (a) with respect to the filing of any claim if he determines (in



accordance with regulations) that there was good cause for the fail-
ure by the State to file such claim within the period prescribed under
subsection (a). Any such waiver shall be only for such additional
period of time as may be necessary to provide the State with a reason-
able opportunity to file such claim. A failure to file a claim within
such time period which is attributable to neglect or administrative in-
adequacies shall be deemed not to be for good cause.

TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED,
BLIND OR DISABLED, OR FOR SUCH AID AND MED-
ICAL ASSISTANCE FOR THE AGED

REHABILITATION SERVICES FOR BLIND AND DISABLED INDIVIDUALS

SEC. 1615. (a) * * *
[(c)] (e) (1) The Secretary shall, subject to the limitations imposed

by paragraphs (2) and (3) pay to the State agency administering a
State plan of a State under subsection (b) of this section, the costs
incurred each fiscal year which begins after September 30, 1976, and
ends prior to October 1, [1979] 1982, in carrying out the State plan
approved pursuant to such subsection (b).

* * * * * * *

TITLE XX-GRANTS TO STATES FOR SERVICES

APPROPRIATION AUTHORIZED

SEC. 2001. For the purpose of encouraging each State, as far as
practicable under the conditions in that State, to furnish services
directed at the goal of-

(1) achieving or maintaining economic self-support to prevent,
reduce, or eliminate dependency,

(2) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(3) preventing or remedying neglect, abuse, or exploitation of
children and adults unable to protect their own interests, or pre-
serving, rehabilitating or reuniting families,

(4) preventing or reducing inappropriate institutional care by
providing for community-based care, home-based care, or other
forms of less intensive care, or

(5) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services to
individuals in institutions,

there is authorized to be appropriated for each fiscal year a sum
sufficient to carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to States
under section 2002.

PAYMENTS TO STATES

SEC. 2002. (a) (1) From the sums appropriated therefore, the Secre-
tary shall, subject to the provisions of this section and section 2003,
pay to each State, for each quarter, an amount equal to 100 per centum



of the expenditures during that quarter (which are not in excess of 2 percentum of the limitation applicable to that State under paragraph (2) (A)for the fiscal year in which such quarter occurs) for grants to qualifiedproviders under section 2007, 90 per centum of the total expenditures
during that quarter for the provision of family planning services and(subject to paragraph (17)) 75 per centum of the total expenditures
during that quarter for the provision of other services directed at the
goal of-

(A) achieving or maintaining economic self-support to prevent,
reduce, or eliminate dependency,

(B) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(C) preventing or remedying neglect, abuse, or exploitation ofchildren and adults unable to protect their own interests, or pre-
serving, rehabilitating, or reuniting families, -

(D) preventing or reducing inappropriate institutional care byproviding for community-based care, home-based care or other
forms of less intensive care, or

(E) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services to
individuals in institutions,

including expenditures for administration (including planning andevaluation) and personnel training and retraining directly related tothe provision of those services (including both short- and long-termtraining at educational institutions through grants to such institutions
or by direct financial assistance to students enrolled in such institu-
tions). Services that are directed at these goals include, but are notlimited to, child care services, protective services for children andadults, services for children and adults in foster care, services relatedto the management and maintenance of the home, day care services for
adults, transportation services, training and related services, employ-ment services, information, referral, and counseling services, the prep-aration and delivery of meals, health support services and appropriate
combinations of services designed to meet the special needs of children,
the aged, the mentally retarded, the blind, the emotionally disturbed,
the physically handicapped, and alcoholics and drug addicts.

(2) (A) (i) [No payment with respect to any expenditures other thanexpenditures for personnel training or retraining directly related tothe provision of services may be made under this section to any Statefor any fiscal year in excess of an amount] Except as provided in clause(iii), no payment may be made under this section to any State for any fiscalyear beginning after September 30, 1979, in excess of an amount whichbears the same ratio to the amount specified in clause (ii), as the popu-lation of that State bears to the population of the fifty States and the
District of Columbia. The Secretary shall promulgate the limitation
applicable to each State for each fiscal year under this paragraph priorto the first day of the third month of the preceding fiscal year, asdetermined on the basis of the most recent satisfactory data available
from the Department of Commerce.

[(ii) The amount specified for purposes of clause (i) is $2,500,000,000
for fiscal years prior to fiscal year 1979, $2,700,000,000 for fiscal year
1979, and $2,500,000,000 for fiscal years after fiscal year 1979.](ii) The amount specified for purposes of clause (i) for fiscal year 1980and each succeeding fiscal year shall be an amount not exceeding $3,300,-



000,000 equal to the indexed ceiling amount for that fiscal year as deter-
mined under subparagraph (B).

(iii) Payment with respect to expenditures for personnel training
or retraining directly related to the provision of services under this
title may be made to a State, for any fiscal year, in excess of the lim-
itation for such State determined under clause (i), except that, not-
withstanding any other provision of law, payment to a State with
respect to such expenditures for fiscal year 1980 may not exceed an
amount equal to 4 percent of such State's limitation under clause (i),
or, if greater, an amount equal to the amount of the payment made
under this title to such State with respect to such expenditures for
fiscal year 1979.

[(B) Each State with respect to which a limitation is promulgated
under subparagraph (A) for any fiscal year shall, at the earliest prac-
ticable date after the commencement of such fiscal year (and in accord-
ance with regulations prescribed by the Secretary), certify to the
Secretary whether the amount of its limitation is greater or less than
the amount needed by the State, for uses to which the limitation
applies, for such fiscal year and, if so, the amount by which the amount
of such limitation is greater or less than such need.

[(C) If any State certifies, in accordance with subparagraph (B),
that the amount of its limitation for any fiscal year is greater than its
need for such year, then the amount of the limitation of such State
for such year shall be reduced by the excess of its limitation amount
over its need, and the amount of such reduction shall be available for
allotment as provided in subparagraph (D).

[(D) Of the amounts made available, pursuant to subparagraph
(C), for allotment for any fiscal year, the Secretary (i) shall allot to
the jurisdiction of Puerto Rico $15,000,000, to the jurisdiction of Guam
$500,000, and to the jurisdiction of the Virgin Islands $500,000, which
shall be available to each such jurisdiction in addition to amounts avail-
able under section 1108 for purposes of matching the expenditures of
such jurisdictions for services pursuant to sections 3(a) (4) and (5),
403(a)(3), 1003(a)(3) and (4), 1403(a)(3) and (4), and 1603(a)(4)
and (5): Provided, That if the amounts made available, pursuant to
subparagraph (C), are insufficient to meet the requirements of this
clause, then such amounts as are available shall be allotted to each of
the three jurisdictions in proportion to their respective populations.]

(B) (i) (I) Except as otherwise provided in clauses (ii), (iii), and
(iv), the indexed ceiling amount for any fiscal year shall be an amount
equal to the indexed ceiling amount for the preceding fiscal year in-
creased or decreased (as the case may be) by an amount determined
under division (II).

(II) For purposes of division (I) the amount of the increase or
decrease (as the case may be) shall be an amount equal to $2,500,000,-
000, multiplied by a percentage equal to the positive or negative per-
centage change in the Consumer Price Index prepared by the De-
partment of Labor, and used in determining cost-of-living adjustments
under section 215(i) of this Act, for the second quarter of the preced-
ing fiscal year as compared to such index for the second quarter of the
second preceding fiscal year (rounded to the nearest one-tenth of one
percent). For purposes of this clause the Consumer Price Index for
any quarter shall be the arithmetical mean of such index for the three
months in such quarter.



(ii) If the percentage increase in the Consumer Price Index as deter-
mined under clause (i) (11) for any fiscal year exceeds the inflation rate
for that fiscal year as shown for that year (or, if no rate is shown for that
year, for the most recent preceding year for which a rate is shown) in thetable which appears on page 25 of Senate Report No. 96-311 submitted
by the Senate Budget committee, then for such fiscal year such inflation
rate shall be used in making the determination under clause (i) (11) instead
of the percentage increase in the Consumer Price Index.

(iii) The indexed ceiling amount determined under clause (i) shall, ifnot a multiple of $100,000,000, be rounded to the next lesser amount that
is a multiple of $100,000,000.

(iv) The indexed ceiling amount for fiscal year 1979 shall be
$2,500,000,000.

(C) (i) The Secretary shall pay to the jurisdictions of Puerto Rico,
Guam, the Virgin Islands, and the Northern Mariana Islands such sums
as may be necessary (not to exceed the limits specified in clause (ii)) for
purposes of matching the expenditures of such jurisdictions for services
pursuant to sectons 3(a) (4) and (5), 403(a) (3), 1003(a) (3) and (4),
1403 (a) (3) and (4), and 1603(a) (4) and (5) of this Act. Such payments
shall be in addition to the amounts available to such jurisdictions under
section 1108 of this Act.

(ii) Payments for any fiscal year under this subparagraph shall not
exceed $15,000,000 to Puerto Rico, $500,000 to Guam, $500,000 to theVirgin Islands, and $100,000 to the Northern Mariana Islands.

(3) No payment may be made under this section to any State with,
respect to any expenditure for the provision of any service to any indi-
vidual unless-

(A) the State's services program planning meets the require-
ments of section 2004, and

(B) the final comprehensive annual services plan in effectwhen the service is provided to the individual includes the pro-
vision of that service to a category of individuals which includes
that individual in the descriptions required by section 2004(2)
(B) and (C) of the services to be provided under the plan and the
categories of individuals to whom the services are to be provided.

The Secretary may not deny payment under this section to any Statewith respect to any expenditure on the ground that it is not an expendi-
ture for the provision of a service or is not an expenditure for the pro-
vision of a service directed at a goal described in paragraph (1) of this
subsection.

(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 theState for that fiscal year must be expended for the provison of services
to individuals-

(A) who are receiving aid under the plan of the State approved
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 tohave 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 payments as defined
in section [2007] 2008 (1), are being 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-
termining the amount of supplemental security income benefits
or State supplementary payments, as defined in section [2007] 2008
(1), being paid with respect to an individual, or whose income andresources would be taken into account in determining the amount
of such benefits or payments to be paid with respect to an indi-
vidual who is eligible so 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.

In apy 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.

(5) No payment may be made under this section to any State 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 benefits under
title XVI or State supplementary payments, as defined in section
[20071 2008 (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,

if any fee or other charge (other than a voluntary contribution) im-
posed on the individual for the provision of that service is not con-
sistent with such requirements (including requirements prohibiting
the imposition of any such fee or charge) as the Secretary shall
prescribe.

(6) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service, other than
an information or referral service, family planning services, or a
service directed at the goal of preventing or remedying neglect, abuse,
or exploitation of children and adults unable to protect their own in-
terests, to any individual who is not an individual described in para-
graph (5), and-

(A) who is a member of a family the monthly gross income of
which exceeds 115 per centum of the median income of a family
of four in the State, adjusted, in accordance with regulations
prescribed by the Secretary, to take into account the size of the
family, or



(B) who is a member of a family the monthly gross income
of which-

(i) exceeds 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
Secretary, to take into account the size of the family, and

(ii) does not exceed 115 per centum of the median income
of a family of four in the State, adjusted, in accordance with
regulations prescribed by the Secretary, to take into account
the size of the family,

unless a fee or other charge reasonably related to income is im-
posed on the individual for the provision of the service.

The Secretary shall promulgate the median income of a family of four
in each State and the fifty States and the District of Columbia appli-
cable to payments with respect to expenditures in each fiscal year prior
to the first day of the third month of the preceding fiscal year.

(7) No payment may be made under this section to any State with
respect to any expenditure-

(A) for the provision of medical or any other remedial care,
(except as provided in paragraph (11)(D)), other than family
planning services, unless it is an integral but subordinate part of
a service described in paragraph (1) of this subsection and Fed-
eral financial participation with respect to the expenditure is not
available under the plan of the State approved under title XIX;
or

(B) for the purchase, construction, or major modification of
any land, building or other facility, or fixed equipment; or

(C) which is in the form of goods or services provided in kind
by a private entity; or

(D) which is made from donated private funds, unless such
funds-

(i) are transferred to the State and are under its adminis-
trative control, and

(ii) are donated to the State, without restrictions as to
use, other than restrictions as to the services with respect to
which the funds are to be used imposed by a donor who is
not a sponsor or operator of a program to provide those serv-
ices, or the geographic area in which the services with respect
to which the contribution is used are to be provided, [and]
except that during fiscal year 1980, the provisions of this clause
shall not apply with respect to funds that are donated for the
purpose of tranining or retraining as provided in subsection
(a) (1), if such training or retraining is carried out by a public
or nonprofit entity, and

(iii) do not revert to the donor's facility or use if the donor
is other than a nonprofit organization; or

(E) for the provision of room or board (except as provided by
paragraph (11) (C) and paragraph (11) (D)) other than room or
board provided for a period of not more than six consecutive
months as an integral but subordinate part of a service described
in paragraph (1) of this subsection.



With regard to ending the dependency of individuals who are alco-
holics or drug addicts, the entire rehabilitative process for such in-
dividuals, including but not limited to initial detoxification, short
term residential treatment, and subsequent outpatient counseling and
rehabilitative services, whether or not such a process involves more
than one provider of services, shall be the basis for determining
whether standards imposed by or under subparagraph (A) or (E) of
this paragraph have been met.

(8) No payment may be made under this section with respect to
any expenditure if payment is made with respect to that expenditure
under section 403 or 422 of this Act.

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

(ii) in the case of care provided outside the child's home, the
care meets the Federal interagency day care requirements as ap-
proved by the Department of Health, Education, and Welfare
and the Office of Economic Opportunity on September 23, 1968;
except that (I) subdivision III of such requirements with respect
to educational services shall be recommended to the States and
not required, and staffing standards for school-age children in day
care centers may be revised by the Secretary, (II) the staffing
standards imposed with respect to such care in the case of children
under age 3 shall conform to regulations prescribed by the Secre-
tary, (III) the staffing standards imposed with respect to such
care in the case of children aged 10 to 14 shall require at least one
adult for each 20 children, and in the case of school-aged children
under age 10 shall require at least one adult for each 15 children,
(IV) the State agency may waive the staffing standards other-
wise 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 agency finds that it is not
feasible to furnish day care for the children, whose care is so
paid for, in a day care facility which complies with such staffing
standards, and if the day care facility providing care for such
children complies with applicable State standards, and (V) in
determining whether applicable staffing standards are met in the
case of day care provided in a family day care home, the num-
ber of children being cared for in such home shall include a
child of the mother who is operating the home only if such
child is under age 6,

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

the Speaker of the House of Representatives, after December 31, 1976,
and prior to April 1, 1978, 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 that report, the Sec-
retary may, by regulation, make such modifications in the require-
ments imposed by subparagraph (A) as he determines are appropriate.

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

(10) No payment may be made under this section with respect to
any expenditure for the provision of any educational service which
the State makes generally available to its residents without cost and
without regard to their income.

(11) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
living in any hospital, skilled nursing facility, or intermediate care
facility (including any such hospital or facility for mental diseases or
for the mentally retarded), any prison, or any foster family home
except-

(A) any expenditure for the provision of a service that (i) is
provided by other than the hospital, facility, prison, or foster
family home in which the individual is living, and (ii) is pro-
vided under the State's program for the provision of the services
described in paragraph (1), to individuals who are not living in
a hospital, skilled nursing facility, intermediate care facility,
prison, or foster family home,

(B) any expenditure which is for the cost, in addition to the cost
of basic foster care, of the provision, by a foster family home, to
an individual living in that home, or a service which meets a
special need of that individual, as determined under regulations
prescribed by the Secretary,

(C) any expenditure for the provision of emergency shelter pro-
vided to a child, for not in excess of thirty days, as a protective
service; [and]

(D) any expenditure for the initial detoxification of an alcoholic
or drug dependent individual, for a period not to exceed 7 days,
if such detoxification is integral to the further provision of services
for which such individual would otherwise be eligible under this
title[.]; and

(E) any expenditure for the provision of emergency shelter, for not
in excess of thirty days in any six-month period, provided as a pro-
tective service to an adult in danger of physical or mental injury,
neglect, maltreatment, or exploitation.

(12) No payment may be made under this section with respect to
any expenditure for the provision of cash payments as a service.

(13) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
to the extent that the provider of the service or the individual receiv-
ing the service is eligible to receive payment under title XVIII with
respect to the provision of the service.

(14) (A) For purposes of paragraphs (5) and (6), an individual
shall, at the option of the State, be deemed to be an individual de-
scribed in paragraph (5) (B) if, because 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 the 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 furnished to any child other than a child of
a migratory agricultural worker.

(15) No payment may be made under this section with respect to
any expenditure for the provision of any health related service if
such service is provided by an entity which has failed to comply with
a request made by the Secretary or State agency under section 2003
(d) (1) (J), for so long as such entity remains in noncompliance with
such request.

(16) Any State may refuse to enter into a contract or other arrange-
ment with a provider of services for purposes of participation under
the program established by this title, or otherwise to approve a pro-
vider for such purposes, if any person who has a direct or indirect
ownership or control interest of 5 percent or more in such provider,
or who is an officer, director, agent, or managing employee (as defined
in section 1126(b)) of such provider, is a person described in section
1126(a), and the State may terminate any such contract, arrange-
ment, or approval if it determines that the provider did not fully and
accurately make any disclosure required of it by section 1126(a) at the
time the contract or arrangement was entered into or the approval
was given.

(b) (1) Prior to the beginning of each quarter the Secretary shall
estimate the amount to which a State will be entitled under this sec-
tion for that quarter on the basis of a report filed by the State con-
taining its estimate of the amount to be expended during that quarter
with respect to which payment must be made under this section,
together with an explanation of the bases for that estimate.

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

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

(17) (A) The total payment to a State under this section with respect to
expenditures during fiscal year 1980 or fiscal year 1981 for the provision
of child day care services under this title shall be equal to 100 per centum
of such expenditures to the extent that such expenditures (during that

fiscal year) do not exceed an amount which bears the same ratio to
$200,000,000 as the amount of the State's limitation under paragraph
(2) (A) bears to the indexed ceiling amount for each such fiscal year.

(B) Federal funds payable to a State under this title (with respect to
expenditures for child day care services) at the rate specified in subpara-
graph (A) shall, to the maximum extent that the State determines to be



feasible, be employed in such a way as to increase the employment ofwelfare recipients and other low-income persons in jobs related to the
provision of child day care services.

(C) In determining the amount of the expenditures with respect towhich payment shall be made at the rate of 100 percent as provided insubparagraph (A), there shall be included those sums granted by a Statefor child day care service for which payment is authorized under section
2007, and the total amount of payment to a State for fiscal year 1981 or1982 under this paragraph and under section 2007, may not exceed 8percent of the limitation applicable to that State under paragraph (2) (A)'
for such fiscal year.

PROGRAM REPORTING

Sec. 2003. (a) Each State which participates in the program estab-lished by this title shall make such reports concerning its use of Fed-
eral social services funds as the Secretary may by regulation provide.

(b) Each State which participates in the program established bythis title shall assure that the aggregate expenditures from appropri-
ated funds from the State and political subdivisions thereof for theprovision of services during each [services program year] fiscal year(as selected by the State under section 2004(1)) within each servicesprogram period (as established under the requirements of section
2002 (a) (3)) with respect to which payment is made under section 2002is not less than the aggregate expenditures from such appropriatedfunds for the provision of those services during the fiscal year ending
June 30, 1973, or the fiscal year ending June 30, 1974, with respect towhich payment was made under the plan of the State approved undertitle I, VI, X, XIV, or XVI, or part A of title IV, whichever is less,except that the requirements of this subsection shall not apply to anyState for any services program [year] period if the payment to the
State under section 2002, for each fiscal year any part of which isincluded in that services program year, with respect to expenditures
other than expenditures for personnel training or retraining directlyrelated to the provision of services, equals the allotment of the State
for that fiscal year under section 2002 (a) (2).

(c) (1) If the Secretary, after reasonable notice and an opportunity
for a hearing to the State, finds that there is a substantial failure tocomply with any of the requirements imposed by subsections (a) and(b) of this section, he shall, except as provided in paragraph (2),notify the State that further payments will not be made to the Stateunder section 2002 until he is satisfied that there will no longer be anysuch failure to comply, and until he is so satisfied he shall make no
further payments to the State.

(2) The Secretary may suspend implementation of any termination
of payments under paragraph (1) for such period as he determines
appropriate and instead reduce the amount otherwise payable to theState under section 2002 for expenditures during that period by 3 per
centum for each of subsections (a) and (b) of this section with respect
to which there was a finding of substantial noncompliance and withrespect to which he is not yet satisfied that there will no longer be any
such failure to comply.



(d) (1) Each State which participates in the program established
by this title shall have a plan applicable to its program for the provi-
sion of the services described in section 2002 (a) (1) which-

(A) provides than opportunity for a fair hearing before the
appropriate State agency will be granted to any individual
whose claim for any service described in section 2002 (a) (1) is denied
or is not acted upon with reasonable promptness;

(B) provides that the use or disclosure of information op-
tained in connection with administration of the State's program
for the provision of the services described in section 2002(a)(1)
concerning applicants for and receipients of those services will be
restricted to purposes directly connected with the administration
of that program, the plan of the State approved under part A of
title IV, the plan of the State developed under part B of that
title, the supplemental security income program established by
title XVI, or the plan of the State approved under title XIX;

(C) provides for the designation by the chief executive officer
of the State or as otherwise provided by the laws of the State, of
an appropriate agency which will administer or supervise the
administration of the State's program for the provision of the
services described in section 2002(a)(1);

(D) provides that the State will, in the administration of its
program for the provision of the services described in section
2002(a)(1), use such methods relating to the establishment and
maintenance of personnel standards on a merit basis as are found
by the Secretary to be necessary for the proper and efficient op-
eration of the program, except that the Secretary shall exercise
no authority with respect to the selection, tenure of office, or com-
pensation of any individual employed in accordance with such
methods;

(E) provides that no durational residency or citizenship
requirement will be imposed as a condition to participation in
the program of the State for the provision of the services de-
scribed in section 2002 (a) (1);

(F) provides, if the State program for the provision of the
services described in section 2002 (a) (1) includes services to in-
dividuals living in institutions or foster homes, for the estab-
lishment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for such institutions or homes which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such institutions or homes, including stand-
ards related to admissions policies, safety, sanitation, and pro-
tection of civil rights;

(G) provides, if the State program for the provision of the
services described in section 2002(a)(1) includes child day care
services, for the establishment or designation of a State authority
or authorities which sh all be responsible for establishing and main-
taining standards for such services which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such services, including standards related to
admission policies for facilities providing such services, safety,
sanitation, and protection of civil rights;



(H) provides that the State's program for the provision of
the services described in section 2002(a) (1) will be in effect in all
political subdivisions of the State;

(I) provides for financial participation by the State in the
provision of the services described in section 2002 (a) (1); and

(J) provides that any entity (other than an individual prac-
titioner or a group of practitioners) receiving payments for the
provision of health related services complies with the require-
ments of section 1124, and supplies (within such period as may
be specified in regulations by the Secretary or by the State
agency which administers or supervises the administration of the
plan) upon request specifically addressed to such entity by the
Secretary or such State agency, respectively, (i) full and com-
plete information as to the ownership of a subcontractor (as
defined by the Secretary in regulations) with whom such entity
has had, during the previous twelve months, business transactions
in an aggregate amount in excess of $25,000, and (ii) full and com-
plete information as to any significant business transactions (as
defined by the Secretary in regulations), occurring during the
five-year period ending on the date of such request, between such
entity and any wholly owned supplier or between such entity
and any subcontractor.

Notwithstanding clause (C), if on December 1, 1974, the State agency
which administered or supervised the administration of the portion of
the plan of the State for services to the aged, blind, or disabled ap-
proved under title VI of this Act which related to blind individuals
was different from the agency which administered or supervised the
administration of the rest of that plan, the State agency which admin-
istered or supervised the administration of the portion of the plan of
the State for services to the aged, blind, or disabled related to blind
individuals may be designated to administer or supervise the adminis-
tration of the portion of the State's program for the provision of the
services described in section 2002 (a) (1) related to blind individuals
and a separate State agency may be designated to administer or su-
pervise the administration of the rest of the program; and in such case
the part of the program which each agency administers, or the ad-
ministration of which each agency supervises, shall be regarded as a
separate program for the provision of the services described in section
2002 (a) (1) for purposes of this title. The date selected by the State
pursuant to section 2004(1) as the beginning of the services program
[year] period for each of the separate programs shall be the same.

(2) The Secretary shall approve any plan which complies with the
provisions of paragraph (1).

(e) (1) No payment may be made under section 2002 to any State
which does not have a plan approved under subsection (g).

(2) In the case of any State plan which has been approved by the
Secretary under subsection (d), if the Secretary, after reasonable
notice and an opportunity for a hearing to the State, finds-

(A) that the plan no longer complies with the provisions of
subsection (d) (1), or

(B) that in the administration of the plan there is a substan-
tial failure to comply with any such provision,

the Secretary shall, except as provided in paragraph (3), notify the
State that further payments will not be made to the State under sec-



tion 2002 until he is satisfied that there will no longer be any such
failure to comply, and until he is so satisfied he shall make no further
payments to the State.

(3) The Secretary may suspend implementation of any termination
of payments under paragraph (2) for such period as he determines
appropriate and instead reduce the amount otherwise payable to the
State under section 2002 for expenditures during that period by 3
percent for each clause of subsection (d) (1) with respect to which there
is a finding of noncompliance and with respect to which he is not yet
satisfied that there will no longer be any such failure to comply.

(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alcoholism Prevention, Treatment, and Rehabilitation
Act of 1970 shall be applicable to services provided by an State pur-
suant to this title with respect to individuals suffering from drug
addiction or alcoholism.

SERVICES PROGRAM PLANNING

SEC. 2004. A State's services program planning meets the require-
ments of this section if, for the purpose of assuring public participa-
tion in the development of the program for the provision of the services
described in section 2002 (a) (1) within the State-

[(1) the beginning of the fiscal year of either the Federal Gov-
ernment or the State government is established as the beginning
of the State's services program year; and]

(1) for each services program period, the beginning of the fiscal
year of the Federal Government, the State government, or the political
subdivisions of such State is established as the beginning of the
State's services program period, and the end of such fiscal year, the
succeeding fiscal year, or the second succeeding fiscal year is estab-
lished as the end of the State's services program period; and

(2) at least ninety days prior to the beginning of the State's
services program [year] period, the chief executive officer of the
State, or such other official as the laws of the State provide,
publishes and makes generally available (as defined in regulations
prescribed by the Secretary after consideration of State laws
governing notice of actions by public officials) to the public
a proposed comprehensive [annual] services program plan pre-
pared by the agency designated pursuant to the requirements of
section 2003(d)(1)(C) and, unless the laws of the State provide
otherwise, approved by the chief executive officer, which sets forth
the State's plan for the provision of the services described in
section 2002 (a) (1) during that [year] period, including-

(A) the objectives to be achieved under the program,
(B) the services to be provided under the program, includ-

ing at least one service directed at at least one of the goals in
each of the five categories of goals set forth in section 2002
(a) (1) (as determined by the State) and including at least
three types of services (selected by the State) for individuals
who are recipients of supplemental security income benefits
under title XVI and who are in need of such services, together
with a definition of those services and a description of their
relationship to the objectives to be achieved under the pro-
gram and the goals described in section 2002 (a) (1),



(C) the categories of individuals to whom those services
are to be provided, including any categories based on the in-
come of individuals or their families,

(D) the geographic areas in which those services are to be
provided, and the nature and amount of the services to be
provided in each area,

(E) a description of the planning, evaluation, and report-
ing activities to be carried out under the program,

(F) the sources of the resources to be used to carry out the
program,

(G) a description of the organizational structure through
which the program will be administered, including the
the extent to which public and private agencies and volun-
teers will be utilized in the provision of services,

(II) a description of how the provision of services under
the program will be coordinated with the plan of the State
approved under part A of title IV, the plan of the State
developed under part B of that title, the supplemental secu-
rity income program established by title XVI, the plan of the
State approved under title XIX, and other programs for theprovision of related human services within the State, includ-
ing the steps taken to assure maximum feasible utilization of
services under these programs to meet the needs of the low
income population,

(I) the estimated expenditures under the program, in-cluding estimated expenditures with respect to each of the
services to be provided, each of the categories of individuals
to whom those services are to be provided, and each of the
geographic areas in which those services are to be provided,
and a comparison between estimated non-Federal expendi-
tures under the program and non-Federal expenditures for
the provision of the services described in section 2002(a)(1)
in the State during the preceding services program [year]
period, and

(J) a description of the steps taken, or to be taken, toassure that the needs of all residents of, and all geographic
areas in, the State were taken into account in the develop-
ment of the plan; and

(3) public comment on the proposed plan is accepted for a
period of at least forty-five days; and

(4) at least forty-five days after publication of the proposedplan and prior to the beginning of the State's services program[ ear] period, the chief executive officer of the State, or such other
onicial as the laws of the State provide, publishes a final compre-
hensive [annual] services program plan prepared by the agencydesigned pursuant to the requirements of section 2003(d)(1)(C)
and, unless the laws of the State provide otherwise, approved bythe chief executive officer, which sets forth the same information
required to be included in the proposed plan, together with an
explanation of the differences between the proposed and final plan
and the reasons therefor; and

(5) any amendment to a final comprehensive services programplan is prepared by the agency designated pursuant to section
2003(d) (1) (C), approved by the chief executive officer of the



State unless the laws of the State provide otherwise, and published
by the chief executive officer of the State, or such other official
as the laws of the State provide, as a proposed amendment on
which public comment is accepted for a period of at least thirty
days, and then prepared by the agency designated pursuant to sec-
tion 2003 (d) (1)(C), approved by the chief executive officer of
the State unless the laws of the State provide otherwise, and pub-
lished by the chief executive officer of the State, or such other
official as the laws of the State provide, as a final amendment, to-
gether with an explanation of the differences between the pro-
posed and final amendment and the reasons therefor[.]; and

(6) in the case of a State that adopts a services program planning
period of longer than one year, the State agency publishes and makes
generally available such information concerning the comprehensive
services program at such times as the Secretary may by regulation
require.

EFFECTIVE DATE OF REGULATIONS PUBLISHED BY THE SECRETARY

SEC. 2005. No final regulation published by the Secretary under
this title shall be effective with respect to payments under section
2002 for expenditures during any quarter commencing before the be-
ginning of the first services program [year] period established by the
State unater the requirements of section 2002 (a) (3) which begins at
least sixty days after the publication of the final regulation.

EVALUATION; PROGRAM ASSISTANCE

SEC. 2006. (a) The Secretary shall provide for the continuing
evaluation of State programs for the provision of the services de-
scribed in section 2002 (a) (1).

(b) The Secretary shall make available to the States assistance
with respect to the content of their services program, and their services
program planning, reporting, administration, and evaluation.

(c) Within six months after the close of each fiscal year, the Sec-
retary shall submit to the Congress a report on the operation of the
program established by this title during that year, including-

(1) the evaluations carried out under subsection (a) and the
results obtained therefrom, and

(2) the assistance provided under subsection (b) during that
year.

CHILD DAY CARE SERVICES

SEC. 2007. (a) Subject to subsection (b), sums granted by a State to a
qualified provider of child day care services (as defined in subsection (c))
to assist such provider in meeting its work incentive program expenses
(as defined in subsection (c)) 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 section 2002 to consititute expenditures made by the State in accordance
with the provisions of this title for the provision of child day care
services.

(b) The provisions of subsection (a) shall not be applicable with re-
spect to any grant made to a particular qualified provider of child day
care services to the extent that (as determined by the Secretary) such



grant is or will be used to pay wages to any employee at an annual rate in
excess of $6,000, in the case of a public or nonprofit private provider,
or at an annual rate in excess of $5,000, or to pay more than 80 per centum
of the wages of any employee, in the case of any other provider.

(c) For purposes of this section-
(1) 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 re-
ceiving 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 this title; and

(2) the term "work incentive program expenses" means expenses
of a qualified provider of child day care services which constitute
work incentive program expenses as defined in section 5OB(a)(1)
of the Internal Revenue Code of 1954, or which would constitute
work incentive program expenses as so defined if the provider
were a taxpayer entitled to a credit (with respect to the wages in-
volved) under section 40 of such Code.

DEFINITIONS

SEC. [2007] 2008. 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.

EXCERPTS FROM THE INTERNAL REVENUE
CODE OF 1954

16 U.S.C. 1-

Subtitle A-Income Taxes

CHAPTER 1-NORMAL TAXES AND SURTAXES

SUBCHAPTER A-DETERMINATION OF TAX LIABILITY

Part IV-Credits Against Tax

Subpart A-Credits Allowable
* * * * * *

SEc. 50A. AMOUNT OF CREDIT.

(4) LIMITATION WITH RESPECT TO NONBUSINESS FELIGIBL
EMPLOYEES.-

(C) MARRIED INDIviDUALS.-In the case of a husband or
wife who files a separate return, subparagraph (A) shall be



applied by substituting "$6,000" [and] for "12,000". The pre-
ceding sentence shall not apply if the spouse of the taxpayerhas no work incentive program expenses described in such
subparagraph for the taxable year.

SEC. 50B. DEFINITIONS; SPECIAL RULES.
(g) SPECIAL RULES FOR CONTROLLED GROUPS.-

(2) EMPLOYEES OF PARTNERSHIPS, PROPRIETORSHIPS, ETC., WHICH
ARE UNDER COMMON CONTROL.-For purposes of this subpart, un-
der regulations prescribed by the Secretary-

(A) all employees of trades or business (whether or notincorprated) which are under common control shall be
treated as employed by a single employer, and

(B) the credit (if any) allowable by section 40 with respect
to each trade or business shall be its proportionate share of
the work incentive program expenses giving rise to such
credit.

The regulations prescribed under this paragraph shall be based
on principles similar to the principles which apply in the case of
paragraph (1).

(h) ELIGmLE EMPLOYEE.-
(1) ELIGIBLE EMPLOYEE.-For purposes of this subpart the

term "eligible employee" means an individual-
(A) who has been certified by the Secretary of Labor or by

the appropriate agency of State or local government as-
(i) being eligible for financial assistance under part A

of title IV of the Social Security Act and as having
continually recived such financial assistance during the
[9] 90-day period which immediately precedes the date
on which such individual is hired by the employer, or

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

(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 employee of the taxpayer
whose services are not performed in connection with a trade or busi-
ness of the taxpayer.

(2) MIGRANT WoRKER.-For purposes of paragraph (1), theterm "migrant worker" means an individual who is employed for
services for which the customary period of employment 'by one
employer is less than 30 days if the nature of such services re-
quires that such individual travel from place to place over a short
period of time.

(i) SPECIAL RULES WITH RESPECT TO EMPLOYMENT op DAY CARE
WORKERS.-

(1) ELIGIBLE EMPLOYEE.-An, individual who would be an "eligi-
ble employee" (as that term is defined for purposes of this see-



tion) except for the fact that such individual's employment is not
on a substantially full-time basis, shall be deemed to be an eligi-
ble employee as so defined, if such employee's employment con-
sists of services performed in connection with a child day care
program of the taxpayer, on either a full-time or part-time basis.

(2) ALTERNATIVE LIMITATION WITH RESPECT TO CHILD DAY CARE
SERVICES ELiGIBLE EMPLOYEES.-The amount of the credit allowed a
taxpayer under section 40, as determined under section 50A and
the preceding provisions of this section, with respect to work in-
centive program expenses paid or incurred by him with respect to
an eligible employee whose services are performed in connection
with a child day care services program conducted by the taxpayer
shall, at the election of the taxpayer, be determined by including
(in computing the amount of such expenses so paid or incurred
by him) any amount with respect to such employee for which he
was reimbursed from funds made available pursuant to section
3(c) of Public Law 94-401 or section 2007 of title XX of the
Social Security Act, except that, if the total amount of such
credit, as so computed, plus such amount reimbursed to him under
such sections, exceeds the lesser of $6,00 or 100 percent of the
total expenses paid or incurred by him with respect to such em-
ployee, the amount of such credit shall be reduced (but not below
zero) so as to provide that such total does not exceed the lesser
of $6,000 or 100 percent of the total expenses paid or incurred by
him with respect to such employee.

[(i)] (j) CROsS RFExENcE.-
(A) the term "qualified provider of child day care services"

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

(B) the term "Federal welfare recipient employment expenses"
means expenses of 'a qualified provider of child day care services
which constitute [Federal welfare recipient employment incen-
tive expenses] work incentive program expenses as defined in sec-
tion 50B (a) (2) of the Internal Revenue Code of 1954, or which
would constitute [Federal welfare recipient employment incentive
expenses] work incentive program expenses as so defined if the
provided 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, the fiscal year ending September
30, 1978, or the fiscal year ending September 30, 1979.



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

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

(B) the aggregate of the amounts of the grants, made by the
State during such year, to which the provisions of subsection
(c) (1) are applicable.

EXCERPTS FROM PUBLIC LAW 94-120
* * * * * * *

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

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

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

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

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

holic or drug dependent individual, for a period not to exceed
7 days, if such detoxification is integral to the further provision of
services for which such individual would otherwise be eligible
imder this title.".

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

(4) Section 2002(a) (7) (E) of such Act is 'amended by inserting"and paragraph (11) (D)" immediately after "paragraph (11) (C) ".
(c) The amendments made by this section shall be effective [only

for the period beginning October 1, 1975, and ending January 31, 1976;
and, on and after February 1, 1976, 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.] from and after October 1, 1975.



EXCERPTS FROM PUBLIC LAW 94-401, AS
AMENDED

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, the fiscal
year ending September 30, 1978, and the fiscal year ending Septem-
ber 30, 1979, shall 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

(B) 108 per centum of the amount of the limitation so
imposed (as determined without regard to this section) in the
case of such fiscal year ending September 30, 1977, and such
fiscal year ending September 30, 1978, or

(C) 107.407 per centum of the amount of the limitation soimposed (as determined without regard to this section) in the
case of such fiscal year ending September 30, 1979, or(2) an amount equal to (A) 100 per centum of such limitation

for such fiscal period or any such fiscal year (as determinedwithout 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 serv-
ice, and (IT) 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 provisions of
subsection (ce) (1) are applicable.

(b) The additional Federal funds which become payable to any
State for the fiscal period or any fiscal year specified in subsection
(a) by reason of the provisions of such subsection shall, to the maxi-

mum 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.

(c) (1) Subject to paragraph (2), sums granted by a State to a
qualified provider of child day care services (as defined in para-
graph (3) (A)) during the fiscal period or any fiscal year [(other
than the fiscal year ending September 30, 1979)] specified in sub-
section (a), to assist such provider in meeting its [Federal welfare
recipient employment incentive expenses] work incentive program
expenses (as defined in paragraph (3) (B)) with respect to indivi-
duals employed in jobs related -to the provision of child day care
services in one or more child day care facilities of such provider, shall
be deemed, for purposes of title XX of the Social Security Act, to
constitute expenditures made by the State, in accordance with the



requirements and conditions imposed by such Act, for the provision
of services directed at one or more of the goals set forth in clauses
(A) through (E) of the first sentence of section 2002(a) (1) of
such Act. With respect to sums to which the preceding sentence is
applicable (after application of the provisions of paragraph (2)),
the figure "75", as contained in the first sentence of section 2002(a)
(1) of such Act, shall be deemed to read "100".

(2) The provisions of paragraph (1) shall not be applicable-
(A) to the amount, if any, by which the aggregate of the sums

(as described in such paragraph) granted by any State during
the fiscal period or any fiscal year [(other than the fiscal year
ending September 30, 1979)] 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] $6,000, in the case of a public or non-
profit private provider, or

(ii) to pay wages to any employee at an annual rate in
excess of [$4,000] $4,000, or to pay more than 80 per centum
of the wages of any employee, in the case of any other pro-
vider.

(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, 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, at least 20
per centum thereof have some or all of the costs for the child
day care services so furnished to them by such provider paid
for under the State's services program conducted pursuant to
title XX of the Social Security Act; and

(B) the team ["Federal welfare recipient employment ex-
penses"] work incentive program expenses means expenses of a
qualified provider of child day care services which constitute
[Federal welfare recipient employment incentive expenses] work
incentive program expenses as defined in section 50B(a)r.(2)]
(1) of the Internal Revenue Code of 1954, or which would con-
stitute [Federal welfare recipient employment incentive ex-
penses] Work incentive program 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, the fiscal year ending September 30,
1978, or the fiscal year ending September 30, 1979.
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(2) The total amount of Federal payments which may be paid toany State for any such fiscal year under title XX of the Social Se-curity Act at the rate specified in paragraph (1) shall not exceed an
amount equal to the excess (if any) of-

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

(B) the aggregate of the amounts of the grants, made by theState during suh year, to which the provisions of subsection
(c) (1) are applicable."

EXCERPTS FROM PUBLIC LAW 95-600

SEC. 322. WORK INCENTIVE PROGRAM CREDIT CHANGES.

(d) DEDUCTION FOR WAGES REDUCED BY AMOUNT OF CREDIT.-
(1) Section 280C (relating to portion of wages for which

credit is claimed under section 44B) is amended-
(A) by striking [our] out "SECTION 44B" in the cap-tion and inserting in lieu thereof "SECTION 40 OR 44B",* * * * * * *

(e) EFFECTIVE DATE.-
(1) IN GENERAL.-Except as otherwise provided in this sub-section, the amendments made by this Section shall apply to workincentive program expenses paid or incurred after December 31,1978, in taxable years ending after such date; except that so

much of the amendment made by subsection (a) as affects section5OA(a) (2) of the Internal Revenue Code of 1954 shall apply totaxable years beginning after December 31, 1978.
For purposes of applying section 50A (a) (2) of the InternalRevenue Code of 1954 with respect to a taxable year beginning beforeJanuary 1, 1979, the rules of sections 50A (a) (4), 50A (a) (5), andoOB(e) (3) of such Code (as in effect on the day before the date of

the enactment of this Act) shall apply.
(2) SPECIAL RULES FOR CERTAIN ELIGIBLE EMPLOYEES.-

(A) ELIGIBLE EMPLOYEES HIRE), BEFORE SEPTEMBER 27,1978.-In the case of any eligible employee (,as defined in
section 50B(h)) hired before September 27, 1978, no
credit shall be allowed under section 40 with respect tosecond-year work incentive program expenses (as defined
in section 50B (a) attributable to service performed by such
employee.

(B) ELIGIBLE EMPLOYEES HIRED AFTER SEPTEMBER 26, 1978.-
In the case of any eligible employee (as defined in section
50B (h) ) hired after [September 27, 1978, September 26,
1978, for purposes of applying the ame ts made bythis section, such individual shall be treated for purposes ofthe credit allowed by section 40 as having first begun workfor the taxpayer not earlier than January 1, 1979, and anW
wages paid or incurred after December 31, 1978, with respect



to such individual shall be considered to be attributable to
services rendered after that date.

VII. Additional Views of Hon. John Heinz and
Hon. John C. Danforth

We strongly oppose the provision in the bill to impose a "Cap" on
funding for the AFDC-Foster Care Program. We believe such a "cap"
to be premature at best. Moreover it is inflexible, and could harm
children who throngh no fault of their own have no alternative to
foster care.

Those who support capping the foster care program have stated
that a "cap," coupled with open-ended funding for adoption subsidies
and increased emphasis on improved child welfare services, will serve
as an incentive to states to find permanent homes for children. We are
concerned that the adoption assistance program is not yet in place
and will need some time before it is working properly. In Pennsyl-
vania where a state supported adoption assistance program has been
operating for two years, fewer than 21/2 percent of the Children in
foster care were adopted the first yeax-a total of 128 children out
of 5,194 in care. In the second year of the program 148 of 5,771 chil-
dren were adopted for a rate of 2.6 percent, still a very small per-
centage. In states where the adoption program has been in effect for
a long time, adoption figures are hopeful, 'but still small.

Testifying before the Subcommittee on Public Assistance on Mon-
day, September 24, 1979, Commissioner Barbara Blum, New York
State Department of Social Services, noted that after eleven years of
experience with the New York adoption subsidy program, only 2,000
of 42,000 children in care were adopted last year. After eleven years
of operation of the program, only 4.8 percent of the children in care
were adopted, and New York States has just decided that it will place
a "cap" on foster care in April, 1981! Commissioner Blum further
stated that New York State was fotrunate in having funded adoption
and preventive services "a little in advance of having to move towards
the cap." Clearly, if the New York experience is any measure, the
foster care "cap" agreed to by the Senate Finance Committee is pre-
mature at best.

A "cap" on foster care at this time would also be ineffective. Pro-
ponents of a "cap" have claimed the current open-ended matching for
foster care maintenance facts as a fiscal incentive to states to place
children in foster care indiscriminately. In fact, before children can
be eligible for AFDC foster care payments, there must be a judicial
determination that continuation in the home would not be in the best
interest of the child. Absent the court's finding, AFDC foster care
payments are not possible. It is doubtful that a "cap" will have any
significant effect on such judicial determinations.

As for preventive, reunification, and other services necessary to
return children to their homes, it has become abundantly clear that
Title IV-B money has not been used for keeping families together or
reuniting children with families. According to an Administration
spokesperson, less than 5 percent of the Title IV-B appropriation of



$56.5 million has been used for that purpose. Institution of the im-proved services, protections, and reforms contained in H.R. 3434must be a necessary first step to insure that a system is in place toquickly determine that children are freo for adoption; that childrencan be reunited with their families; that foster care placement isappropriate; and that case reviews can be conducted in a timely way.
These preventive services should be given a chance to work and theireffectiveness reviewed carefully before a "cap" on foster care is
imposed.

It is also important to realize that a "cap" on foster care is simplynot flexible enough to take into account increased costs in food, heating,and clothing due to inflation; additional numbers eligible for AFDCbecause of voluntary placements as proposed by H.R. 3434; and in-creased demands resulting from success in locating and helping abused
children.

Furthermore, even with the most effective preventive services andthe most aggressive adoption program, there will always be childrenwho are in need of foster care. Cutting back on the spending forfoster care will not make this population of children disappear. Con-gress should have much more information regarding what childrenare in foster care and why before an inflexible "cap" is legislated. Atthe very least a study of the impact of a foster care cap on states andon children should be completed before a cap is put in place.While some have expressed concern that the AFDC-Foster CareProgram could become a runaway program, we believe nothing couldbe further from the truth. We too share a deep concern for the budg-etary impact of programs which appear to lack fiscal control. Never-theless, in the first six months of 1978, foster care costs were a mere4.1 percent of total AFDC costs. To place an arbitrary limit on thenumber of children who can be served in foster care and on the qualityof that care would mean a denial of services to children in need, a
clear abdication of our public responsibility.

Finally, of all the child care advocates and social services expertstestifying before the Subcommittee, not one testified in support of acap on the foster care program. In fact, most of these organizations,including the Children's Defense Fund, The Child Welfare League ofAmerica, the American Public Welfare Association's National Councilof State Public Welfare Administrators, and the American Federationof State, County and Municipal Employees, testified against the foster
care "capl.
H.R. 3434 is an important piece of legislation and should be quicklypassed so that the provisions of the bill may be implemented by 1980.However, we strongly believe the imposition of a "cap" on fostercare to be the one real ill conceived and unwise section of the bill,and urge our colleagues to reconsider the premature and potentially

dangerous decision of the Committee.


