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947 CoNarEss } SENATE Rerorr
2d Session { No. 94-592

ASSISTANCE IN MEETING FEDERAL CHILD CARE
STANDARDS

JANUARY 26, 1976.—Ordered to be printed

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

REPORT
together with
MINORITY AND ADDITIONAL VIEWS

[To accompany H.R. 9803]

The Committee on Finance, to which was referred the bill (H.R.
9803) to postpone for 6 months the effective date of the requirement
that a child day care center meet specified staffing standards (for
children between 6 weeks and 6 years old) in order to qualify for
Federal payments for the services involved under title XX of the
Social Seeurity Act, so long as the standards actually being applied
comgely with State Iaw and are no lower than those in effect in Sep-
tember 1975, having considered the same, reports favorably thereon
with an amendment, and an amendment to the title, and recommends
that the bill as amended do pass.

I. SUMMARY OF THE BILL

The bill as passed by the House of Representatives on September 29,
1975, would have temporarily suspended (through March 31, 1976)
certain Federal child care staffing requirements. The substance of the
House bill was subsequently enacted in other legislation but with a
January 31, 1976, termination date. The committee amendment extends
that suspension, provides additional Federal funding to meet the re-
quirements, provides incentives for hiring welfare recipients as child
care staff, and makes certain other modifications in the social services
statute.

Temporary deferral of standards—FPublic Law 94-120, enacted
Qctober 21, 1975, postpones until February 1, 1976, certain Federal
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i staffing requirements applicable to children between the ages
f)]fuledézzis and g6 ye(%;rs who hav%ptheir care funded under the social
services title of the Social Security Act. Under the committee amend-
ment this temporary postponement of these standards would continue
for an additional 5 months (through June 30, 1976). . .

Additional Federal funding of child care—The Social Services
Amendments of 1974 require that child care services funded under the
social services program meet certain minimum Federal standards with
respect to stafting and other matters. Though compliance with these
standards will increase the cost of providing child care services in
many States, the 1974 legislation did not increase the $2.5 billion
limitation on Federal social services funding which was imposed in
1972. In order to help States meet the costs of complying with these
standards, the committee amendment would provide for increasing
the maximum allowable funding under the program by $250 million
per year, starting with $125 million in the current fiscal year. The new
funding is available only for child care and will be available to match
State expenditures on an 80 percent matching basis (as compared with
75 percent for most other social services programs). Until fiscal year
1978, 20 percent of the additional Federal funding provided by the
bill will be reserved for allocation by the Department of Health, Edu-
cation, and Welfare to those States determined to have particular
funding problems related to complying with Federal child care
standards.

Tax credit for employing welfare recipients in child care.—The com-
mittee amendment is designed to encourage States to meet the Federal
child care staffing requirements by employing welfare recipients. This
amendment broadens in several respects the present tax credit of 20
percent of the wages paid to a welfare recipient or former welfare
recipient (with a maximum annual credit of $1,000 per employee). For
child care providers, the amendment makes the tax credit available
through 1980 and 1provides that it will be available on a refundable
basis so that it will benefit all providers, including public and non-
profit providers and those with little or mo tax liability. The committee
amendment also authorizes States to use some of the additional social
services funding provided by the bill to match the tax credit in such
a way as to provide full Federal funding of the costs of hiring welfare
recipients as child care employees up to a maximum salary of $5,000
per year.

Waiver of standards in certain cases.—The committee modified the

child care standards to permit State welfare agencies to waive the
Federal staffing requirements in the case of child care centers and group
day care homes which meet State standards if the children receivin,
federally funded care represent no more than 20 percent of the tota%
number of children served (or, in the case of a center, there are no
more than 5 such children), provided that it is infeasible to place the
children in a facility which does meet the Federal requirements,
. Modification of family day care home requirements.—The 1974 law
Incorporates a requirement that a family day care home serve no more
than 6 children including the family day care mother’s own children
under age 14. The committee amendment modifies this requirement so
that the family day care mother’s own children would be counted only
if they are under age 6.



3

Social services provisions related to addicts and alcoholics.—Public
Law 94-120 included certain modifications of the social services stat-
ute governing funding of services for addicts and alcoholics. These
changes were made effective only through January 31, 1976. The com-
mittee amendment would make these changes permanent.

One of these changes makes explicit certain confidentiality require-
ments in the case of services provided to addicts and alcoholics. An-
other change clarifies that the entire rehabilitative process must be
considered in determining whether medical services provided to ad-
dicts and alcoholics can be funded as being an integral part of a social
services program. A third change allows funding of a 7-day detoxifica-
tion period even though social services funding is generally not avail-
able to institutionalized persons.

II. GENERAL EXPLANATION OF THE BILL

Neep For LEcisLaTION

The Social Services Amendments of 1974 (Public Law 93-647) re-
quire that certain Federal standards be met by child care provided
outside the child’s home in order to qualify for Federal funds under
the social services program (title XX of the Social Security Act).
Generally, title XX sets as these standards the Federal Interagency
Day Care Requirements promulgated by the Department of Health,
Education, and Welfare. The Federal Interagency Day Care Require-
ments limit the number of children per staff member, impose safety
and sanitation standards, set general requirements for the suitability
of physical facilities, and have provisions relating to a nurnber of other
matters. While the greatest attention has been given thus far to the
staffing standards, the other standards in the Federal Interagency Day
Care Req7uirements will also involve additional costs in many States.

The 1974 amendments originally required that the Federal stand-
ards be met by October 1, 1975. However, as that date drew near it be-
camig clear that a significant number of providers in many States would
not be able to meet the requirements. Responding to the concern that en-
forcement of the requirements would result in a decrease in the avail-
ability of care for the low-income children served under title XX and
woul({ also have an adverse effect on many child care providers; the
Congress enacted P.L. 94-120, which provides that no penalties for
noncompliance can be imposed prior to February 1, 1976. The post-
ponement applies only to staffing requirements for care provided for
children between the ages of 6 weeks and 6 years in day care centers
and group day care homes. During the period of postponement staffing
levels in centers and group homes can be no lower than is required by
current State law, any subsequent modifications of State law, or the
staffing levels actually in effect in each child care program as of
September 15, 1975. . )

The staffing requirements which are in law and which must be met
beginning February 1, 1976 (unless further legislation is enacted) are
shown in table 1.

Table 2 shows the staffing requirements imposed by State law in the
various States for child care centers generally as of October 1975,



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

Maximum

number of

chiidren

per staff

Age of child member
Under 6 weeks. ......... 1
6 weeksto3 years...... 4

3to4dyears............. 5
4tob6years............. 7
6to9vyears............. 15},
10 to 14 years........... 20

Required by regulation.
Required by regulation.

Required by law.
Required by law.

Maximum number allowed by
law (though Secretary of
HEW may lower the maxi-
mum number of children
per staff member, thus in-
creasing the staff required).




TJABLE 2.—CHILD CARE CENTERS: MINIMUM STAFFING
REQUIREMENTS, BY AGE OF CHILDREN, UNDER STATE
LICENSING REGULATIONS

Maximum number of children per staff member ! if age of

children is—
School
Under2 2to3 3to4 4te5 5Sto6 age
Alabama........... 5 15 10 20 20 222
Alaska............. 5 5 10 10 10 10
Arizona....... . :8 10 15 20 25 25
Arkansas.......... ‘6 36 12 15 18 NS
California.......... 64 12 12 12 12 12
Colorado........... 5 87 10 12 15 15
Connecticut........ 4 4 *5 9 °7 10
Delaware 3, ....... ng5 128 15 20 20 25
District of
Columbia........ “4 14 8 10 15 15
Florida'........... %6 12 15 20 25 25
Georgia............ 187 10 15 18 20 125
Hawaii............. 20X 10 15 20 25 25
Idaho.............. 216 28 10 10 10 NS
Illinois............. 6 8 10 =210 25 25
Indiana............ #4 5 10 12 15 20
lowa............... 4 6 8 12 15 15
Kansas............. %3 %5 10 710 *10 16
Kentucky.......... 6 8 10 12 15 315
Louisiana ®........ 26 12 14 16 20 25
aine¥. ... ........ 20 X ug 10 15 15 15
Maryland.......... 3BNS 6 10 10 13 NS
Massachusetts.... *#10 %10 *10 *10 15 #15
Michigan.......... 20X %10 10 12 20 NS
Minnesota......... 04 a7 10 10 10 15
Mississippi........ NS NS NS NS NS 20 X

See footnotes at end of table.
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TABLE 2.—-CHILD CARE CENTERS: MINIMUM STAFFING
REQUIREMENTS, BY AGE OF CHILDREN, UNDER STATE
LICENSING REGULATIONS—Continued

Maximum number of children per staff member i if age of

children is—

Schoot
Under2 2to3 3to4 4to5 5to6 age
Missouri........... 20X 5 10 10 15 15
Montana........... NS NS NS NS NS NS
Nebraska.......... 4 5 7 7 7. 12
Nevada............ 24 48 10 =10 #10 %3
New Hampshire. .. 4 %4 10 15 18 20
New Jersey........ 20X NS “NS NS NS 20X
New Mexico....... 10 10 15 #15 4415 15
New York.......... 94 5 5 7 7 10
North Carolina. ... g 012 015 020 5025 5025
North Dakota...... 4 4 10 10 12 ]2
Ohio............... 528 10 15 15 20 20
Oklahoma %. . .. ... 4 8 12 15 15 20
Oregon............ 354 10 10 10 10 *10
Pennsylvania...... 20X 20X 8 10 10 13
Rhode Island...... 20X 20 X 10 15 25 NS
South Carolina. ... 6 8 10 14 15 15
South Dakota. ... .. 571 4 5 7 7 %15
Tennessee 85 8 10 15 25 ¢ 30
exas....... . 614 8 12 15 18 20
Utah.............. 20 X 10 15 15 20 €20
Vermont..... 4 5 10 10 12 12
Virginja.... 3 10 10 10 10 10
Washington . 65 67 10 10 10 10

West Virginia 4 8 10 12 15 1
Wisconsin. .. . %3 w6 10 12 16 16
Wyoming.......... 5 8 10 15 20 25'

Footnotes on following pages.
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FOOTNOTES

15 if 2 to 21¢; 10 if 24 to 3.

222if 6 to 8; 25 if 8 and over.

58if O to 15 mo; 10 if 15 mo to 2 yr.

¢ In infant-toddler centers.

56 in infant-toddler centers; 12 if 2)4 to 3 in other centers.

¢ In infant centers. :

71f 6 weeks to 8 mo in infant center; or if 12 mo to 3 yr in toddler center.

87 if all 2-yr-olds in toddler center; 8 if 2)5 to 3 in large or smali center.

? Recommended FIDCR child/staff ratios.

10 If under title XX funding; 15, if 6 to 10 yr of age; 20 if 10 to 14 yr of age (FIDCR
ratios).

15if0to1;8if1to2.

128if2to2)5 15if 2!ito 3.

13 In Delaware, centers receiving Federal funds have the following mandated
ratios: Under 2:5;2t03:5;3t04:5;41t05:7; 5t0 6: 7; school age: 10,

H Pending issue of new infant center regulations.

54if210 24 8if2)5 to 3.

16ifunder 1yr; 8if 1l to 2,

17 Mandated ratio for handicapped children: Under 2: 4; 2 to 3: 6; 3 to 4: 8;
4105:10; 5 to 6: 14; school age: 14,

187if0to18 mo; 10if 18 moto 2 yr.

1 25 if 7 and over; 6 to 7 not specified.

20 Children in this age group generally not accepted.

216if0Oto 18 mo; 8if 18 moto 2yr.

28if2to2%; 10if 2% to 3.

2 10 if full-day; 20 if half-day.

2 4 if 6 weeks-walking; 5 if walking—2.

28 3jf2weeks—nonwalking under 24 moonly; 5ifwalking—2yr.

2 5 if walking—2%4; 7 if 2}5 to 3.

2710 if full-day; 12 if part-day.

215 if 6 to 8; 20 if 8 and over.

2 6 if nonwalking; 8 if toddlers.

30 Centers serving 10 children with no more than 2 children under 2 yr of age have
mandated child/staff ratio of 10to 1 in all age categories.

ag8if215to 3 yr.

2 Jn Maine, separate before and after school programs have 10to 1 ratioin school
age category.
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mittee held hearings on October 8, 1975 on the child care
sta’léfgc:e?uirements and on pgoposals to deal with the situation which
would arise when the requirements would be enforced. Although
testimony at the hearings was generally in su(fport of the require-
ments, there was extensive testimony on the need for additional fund-
ing if the requirements imposed by title XX were to be met.

A committee staff survey of Governors on the funding needs of the
States showed that nearly all the States env1sa§fd increased expendi-
tures as a result of the title XX staffing and other requirements. The
total estimate for all the States was $206.3 million for ﬁsg:al year 1976,
Table 3 shows each State’s estimate of its increased child care costs
and increased staffing requirements in fiscal year 1976 as compared
with fiscal year 1975 assuming full compliance in 1976 with all title
XX requirements.

FOOTNOTES—Continued

¥ Admitted only upon approval of iocal health officer.
3¢ Admitted only upon prior approval.
3 10in care over 3 hr; 12 in care 3 hr or less.
3 10in care over 3 hr; 13 in care 3 hi or less.
3715 in care over 3 hr; 25 in care 3 hr or less.
®15if6to7incareover3hr; 25if6to7incare 3 hrorless.
¥ 10if 2% to 3.
*4if6weeksto16mo; 7if16 moto 2 yr.
“47if2yrt031 mo; 10if31 moto 3 yr.
2 4if6weeksto9Imo; 6if9to 18mo;: 8if18 moto2yr.
"'8ininfant-toddler center; 10 for 1st 20 children; 15 for excess over 20,
10 for 1st 20 children; 15 for excess over 20,
43 or 10 percent over licensed capacity, whichever is greater, if before or after
school care. ’
4 4.8 if maximum of 24 children under 3 yr of age in care.
17 2 adults for any total group.
1520 if in care 3 hr or less.
* 4 if under 18 mo; 5 if over 18 mo.
391f 30 or more in care; 10 if less than 30.
TS f4t07yr,
528if0to 18 mo; 10if 18 mo to 2yr.
% Recommended ratios. X
#4if 0to 10 mo in cribs; 6 if 10 mo to 2 yr.
8 If 6 weeks to 30 mo.
s 1f6yr; 15 if over 6yr.
571if0Oto6mo; 3if6to 18 mo; 4 if 18 mo to 2 yr.
®15if6to 10 yr; 20 if 10 to 14.
®5if6weeksto lyr; 6if 1 to 2.
f6to7.
“4ifOto 18 mo; 6 if 18moto2yr.
220 if 6 to 8; 25 if 8 or over.
®20if6:25if7 to 15.
“5if1motolyr;7iflto2,
®71f21t02}; 10if 2% to 3.
“3if0tol1;4if1t03.
“6if2t02};Bif2%to 3.

1 9s;:bsurce: Department of Health, Education, and Weifare, Currentas of October 21,

Note: NS indicates “not specified.*
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TABLE 3.—STATE ESTIMATES OF INCREASE IN COST AND STAFF-
ING FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976

Potential
employment
increased staffing of welfare
Increased recipients
title XX For For non- as percent
costs titie XX titie XX of added
(millions) children children staffing
Total.......... $206.3 ...
Alabama.......... 0.6 122 gl 3
Alaska............. 1.4 150 !
Arizona............ 2.6 548 ¢ 20-25
Arkansas...... ... 0 0 23;
California......... 20.7 0 0 8
Colorado......... 2.4 400 200 2
Connecticut....... (2 0 0
Delaware.......... . 99 Q) b
District of Colum-
bia.............. 4 56 81 20
Flonda ............ 12.1 766 1,036 ®
Georgia........... 3.8 600 9 80
Il-(ljav}J‘an ............ 1.411 ((59 1,5 29
aho.............. .
Hlinois............ 23.5 70 10 7,06(; §f
Indiana........... 14 215 ® ®
fowa............... 2.0 167 ¢ (
Kansas...m....... 1.5 202 30& g
Kentucky.......... 1.2 400 800 68
Louisiana. ........ 2.6 509 437 1
aine............. .1 0 0] ®
Maryland......... 0 a 0 ¢
Massachusetts 5.3 600 0 10
Michigan.......... 7.0 959 20
Minnesota......... 11.0 1,760 1,580 20
Mississippi........ 1.0 0 0 ®
i i . 2.5 1,246 2 5
Mf:&%ra:'. L 9 1,000 1§ 7-10
Nebraska.......... 3 155 2 100
Nevada............ .1 $160 £160 )
New Hampshire. .. .2 40 50 20
New Jersey........ 3.7 92 10 100
New Mexico....... 2.2 96 50
New York®........ 12.0 300 0 67
North Carolina. . .. 9.8 1,800 400 60-70
North Dakota...... Q] 0 0] (@]

See footnotes at end of table.
. Rept. 94-592——2
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TABLE 3.—STATE ESTIMATES OF INCREASE IN COST AND STAFF-
ING FOR CHILD CARE FROM FISCAL 1975 TO FISCAL 1976—Cont.

Potential

employment

Increased staffing :)éc\?;l;zzg

Inct:telzs;;j( For For non- as percent

costs title XX title XX of added

{millions) children children staffing

0. ® 0 0 ¢
8'I2|lghoma ......... 21.5 1,022 2,366 933
B oaivania 85 235 17? sgg
ennsylvania...... .

Rhodeylsland ...... 9 46 138 ®

South Carolina. ... 2.4 308 0 25-50

South Dakota...... .6 650 150 23

Tennessee. . ...... 1.7 200 ( 5-8

exas............. 16.2 1,720 1,61 20-30

Utah.............. 1.4 199 739 70

Vermont........... .8 428 (° 75

Virginia........... 7.8 436 1,008 50

Washington.... ... 4.7 1,300 (* 58
West Virginia...... 2.0 216 84 80-1

Wisconsin......... 2.6 234 750 50-100

Wyoming.......... .6 0 0 75

! Inctuded in estimates for columns 1 and 2. Unable to show separately.

? Unable to estimate.

3 Not applicable since State estimates no additional staffing needs.

4 Additional employee=z already hired.

¢ Unable to estimate on a man-year basis; represents number of staff.

? Estimates cover urban counties only.

7 Less than $50,000.

# Unable to estimate. No increased staffing but some increased cost to meet other
standards and/or monitoring and reporting requirements of title XX.

? Unable to estimate numbers; cost estimated at $1,900,000.

® Includes a need for 6,000 new family day care homes.

Source: Committee staff survey of Governors,

able by this bill are designed to meet the needs of the States. Without
additional funding. the higher cost of providing child care meeting
Federal requirements wonld result in States providing care for fewer
children.

The provisions in the bill designed to encourage the hiring of wel-
fare recipients in child care centers and homes also reflect the view
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of the committee that this is a useful and potentially large source of
employment for recipients. The estimates of the States as to the po-
tential employment of recipients in child care facilities, shown in
table 3, support this view.

Social services funds available to the States under present law and
the additional amounts which would be made available by the com-
mittee bill are shown in table 4.

TABLE 4.—FEDERAL FUNDING ALLOCATIONS FOR SOCIAL
SERVICES

[In thousands]

Full year

additional

Social serviggs, child care
allocation for allocation

fiscal year 1977 under H.R. 9803 !

Total...................... $2,500,000 $250,000
Alabama........................ 42,300 4,230
Alaska........................... 3,975 398
Arizona.......................... 25,450 2,545
Arkansas........................ 24,375 2,438
California....................... 247,250 .... 24,725
Colorado. ...........cc.......... 29,525 2,952
Connecticut..................... 36,525 3,652
Delaware........................ 6,775 678
District of Columbia............. 8,550 855
Florida.......................... 95,675 9,568
Georgia..........covveeiinaiiinn 57,725 5,772
Hawaii.......................... 18,%5 182%
Idaho.............cooiiiii . ,

Hiinois. . .........oeeeeiinn 131,650 13,165
Indiana.......................... 63,02 6,302

........................... 33,775 3,378
{ggﬁas'a's .......................... 26,850 2,685
Kentucky...............cc..ooot. 39,700 . 3,970
Louisiana....................... 44,525 4,452
Maine........oooovvviieiiinn... 12,375 1,238
Maryland........................ 48,425 4,842
Ma;ysachusetts .................. 68,600 6,860
Michigan........................ 107,575 10,758
Minnesota....................... 46,325 4,632
Mississippi........cooceeieni. 27,475 2,748

See footnote at end of table.
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TABLE 4--FEDERAL FUNDING ALLOCATIONS FOR SOCIAL

SERVICES—Continued
[In thousands]

Full year
additional
Social services child care
allocation for allocation
fiscal year 1977 under H.R. 9803}
i e $56,500 $5,650
Moo 8,700 870
Nebraska...............c........ 18,250 1,825
Nevada.............ccoovvevniins 6,775 678
New Hampshire.e.............. 9,550 955
New Jersey.........coocvvvvnnnn. 86,700 8,670
Nga Meéx?go ..................... 13,275 1,328
NewYorK........ocovveeeninnn... 214,200 21,420
North Carolina. ................. 63,425 ,342
North Dakota.................... 7,525 752
ONio.......o it ieeeiieeia 126,975 12,698
Oklahoma....................... 32,050 3,205
Oregon . . emee. o ooieei .. 26,800 2,680
Pennsylvania.................... 139,975 13,998
Rhodelsland.................... 11,075 1,108
South Carolina.................. 32,925 3,292
South Dakota.................... 8,075 808
Tennessee. ..................... 48,825 4,882
Texas........coviiiiieiain, 142,500 14,250
Utah............................ 13,875 ,388
Vermont......................... 5,550 555
Virginia. . ... 58,050 5,805
Washington..................... 41,100 4,110
West Virginia.................... 21,175 2,118

Wisconsin....................... 54,000 K
Wyoming.......cvvvvevennrnnnn.. 4,250 425

! Untit fiscal year 1978, 20 percent of each State’s allocation will be reserved for
allocation to those States having particular funding problems associated with

meeting child care standards.
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FinpiNg AND PureosE

(Section 1 of the bill)

The bill provides that the Congress finds and declares—

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

(2) That in such cases compliance with these standards
will require a substantial increase in the present level of
expenditures for child care; and

(8) That adequate funding to meet these additional child
care e ditures required by the Social Services Amend-
ments of 1974 is not presently available.

Based on these findings the committee states as its purpose the
provision of additional funding to make possible the implementation
of the child care standards required under title XX without severely
curtailing the availability of child care services.

PostrONEMENT OF PENALTIES FOR NONCOMPLIANCE
(Section 2 of the bill)

Under present law, no Eenalties will be imposed for failure to
comply with the Federal child care staffing standards before Febru-
ary 1,1976. The committee bill would make available immediately addi-
tional funding to enable States to meet the requirements; to allow
for an orderly transitional period and to give States time to hire and
train the necessary new child care staff, the bill would provide that no_
penalties for noncompliance with the staffing standards for preschool
children could be imposed before July 1, 1976.

AvprrioNar Foxns To Exasre Trtee XX Stanparns To BE Mer
(Section 3 of the bill)

The committee bill would increase the $2.5 billion limit on Federal
funding for social services programs by $250 million annually begin-
ning with fiscal year 1977 (with $125 million in fiscal year 1976 and
$62.5 million for the transition quarter). These amounts are antici-
pated to be sufficient to enable the States to meet the title XX require-
ments. The additional funds would be available only for matching’
State child care expenditures and would be allocated among the Statés'
on the basis of State population. This is the same formula ‘which is'
used for allocating the $2.5 billion available for social services under
current law. (Table 4 shows the distribution of the additional $250
million by State.) .

The committee bill requires that the new funds be used in such a
way as to increase the employment of welfare recipients and other-
low-income persons in child care related jobs to the maximum extent
feagible as determined by the States. The committee believes that most’
States have both the desire and the ability to promote the employ-
ment of welfare recipients as employees in child care facilities. Testi-
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mony presented to the committee reinforced the committee’s belief
that States are ready to undertake this effort, and that there are large
numbers of welfare recipients who are able and willing to be employed
to care for children. .

The committee bill permits States to use a part of their share of the
additional $250 million to make grants to providers of child care to
assist them with the costs of employing welfare recipients in order
to meet the higher staffing requirements mandated by title XX. Such
grants could be made only to child care providers where at least 30
percent of the children cared for have all or part of their care funded
through the State’s title XX social services program. The grants
would be payable for employees with respect to whom the child care
provider is eligible for the welfare recipient employment tax credit
under section 50A of the Internal Revenue Code. The amount of the
grant could be 80 percent of the employees’ wages which in com-
bination with the 20 percent tax credit would fully meet the cost of
wages except that both the tax credit and State grant would apply
only to the first $5,000 of wages. The cost of the State grant would
be met fully with Federal funds (within the State’s share of the addi-
tional $250 million) since the 20 percent covered by the tax credit
would be considered to meet the matching requirement.

Child care centers often serve both welfare and nonwelfare children.
The law requires them to maintain standards which would be appli-
cable to both. Thus the committee believes it is necessary to give the
States authority to use some of their additional social services money
to help child care providers keep down the fees charged privately
placed children. These fees would otherwise have to be rs,iseg because
of the new standards. The bill would do this by letting States help
meet the cost of hiring welfare recipients to meet the new staffing
requirements in facilities where at least 80 perecnt of the children have
their care funded under the social services program.

. The committee bill would increase the Federal social services match-
ing as it applies to child care costs from 75 percent to 80 percent. How-
ever, this matching percentage would be available only for those ex-
penditures funded out of the State’s share of the additional $250
million made available under the bill. ’

TEMPORARY ALLOCATION FOR STATES WITH SPECIAL NEEDS

(Section 4 of the bill)

A number of States have indicated that at least in the first years of
the implementation of the requirements their needs for funding can-
not be met by the amount which would be available to them as the
result of the regular allocation formula, Recognizing that some States
will have special difficulty in meeting the new standards, the commit-
tee bill provides for a limit in the amount available to the States under
the regular allocation formula through the end of fiscal year 1977
(until September 30, 1977). For fiscal year 1976, $100 million would
be allocated on the hasis of State population, with the remaining $25
million to be allotted by the Secretary of Health, Education, and Wel-
fare to States which he determined to be in need of additional funds.
During the transition quarter, $50 million would be allotted to the
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States on the basis of poRulation, with the remaining $12.5 million al-
lotted according to the Secretary’s determination of State needs. In
fiscal year 1977, these figures would be $200 million and $50 million re-
spectively., However, in order to insure that the full amount author-
ized under the bill will be avajlable to the States, any part of the money
which is set aside for States with special needs and which is not used
will be reallotted among the States on the basis of population. Begin-
ning with fiscal 1978, the full amount will be allocated according to
the normal allocation formula used under title XX, on the basis of
population.

Tax Creorr ror Enxrrovize WeLrare Recrerents in CrHiLp CAre

(Section 5 of the bill)

The staffing standards imposed under the social services program
will require the hiring of additional child care staff. The committee
wishes to encourage both profitmaking and nonprofit child care pro-
viders to hire welfare recipients in meeting the additional staff needs.
For this reason, the committee bill provides a refundable tax credit to
child care providers hiring welfare recipients; a payment equivalent
to the tax credit is permitted if the provider is a tax-exempt
organization.

The tax credit would equal 20 percent of up to the first $5,000 in
wages per year paid each welfare recipient employed in the provision
of child care (an annual limit of $1,000 per employee); the credit
would be effective through 1980. )

This 20 percent credit on the wages of welfare recipients could be
used by centers to match Federal funds, for child care under title XX
of the Social Security Act. . )

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

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

(A) has been certified by the State or local welfare department
as being eligible for financial assistance for aid to families with
dependent children and as having continuously received such
financial assistance during the 90-day period which immediately
precedes the date on which such individual is hired by the tax-

ayer,
P {B)’ has been employed by the taxpayer for a period in excess
of 30 consecutive days on a substantially full-time basis (thus
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. he
lieible employee had worked the first 30 days, t
%:;Gga;};f \sofld receivI()e t}};e credit for the wages paid or uicur::‘}el
by the taxpayer for the first 30 days of employment I%t us the
wages for all days the employee continued to work after the
igi -day period .
o Cga%xgg not:y (fisplace):c’l any other individual from employment
ayer . .
by(tII;(; szx?otya r’nigrant worker (for purposes of this tax credit, a
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 requires the
employee to travel from place to place for a short period of
time), and . .
(E) is not a close relative of the taxpayer (bearing any of
the relationships to the taxpayer described in paragraphs (1)
through (8) of section 152(a) of the Internal Revenue code of
1954 as amended). . ) . .

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

1) Itisrefundable; o

é2) It is applicable also to tax-exempt organizations (through
a payment equivalent to the credit) ;

(3) Itisapplicable through December 81,1980; and

(4) Tt applies in all cases only to the first $5,000 of wages (The
Federal Welfare Recipient Employment Incentive Tax Credit
is limited to the first $5,000 of wages only in the case of services not
performed in connection with a trade or business).

Livitep WAIVER OF STAFFING STANDARDS
(Section 6 of the bill)

Wairer of Federal standards in certain circumstances.—In some
areas, the only child care available may be in facilities primarily serv-
ing children whose care is not funded under title XX of the Social
Security Act. The committee recognizes that in some cases these fa-
cilities might simply refuse to provide care paid for under title XX
rather than meet the required standards. The committee bill deals
with this problem by authorizing the States to waive staffing standards
otherwise applicable in the case of a day care center or group day care
home in which no more than 20 percent of the children (or, 1n the case
of a center, no more than 5 children) are children whose care is paid
for from title XX social services funds. However, the State agency
must find that it is not feasible to furnish day care for the children in
a day care facility which complies with the required standards, and
the facility must comply with applicable State standards.

Family day care homes.—Although the impact of staffing require-
ments in title XX will be greatest for child care centers, there are
indications from a number of States that family day care homes will
also be affected. Under the requirements imposed by title XX the
number of children who may be cared for by a family day care mother
is limited as follows:
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(1) Infancy through 6 years. No more than two children under
two and no more than five in total, including the family day care
mother’s own children under 14 years old.

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

It is the requirement that the day care mother’s own children up fo
age 14 must be counted in meeting the staffing requirement which
poses a problem. The children must be counted whether they are at
home or attending school. A number of States have indicated that,
although there may be no objection to including the mother’s own
children under age 6 in meeting the staffing requirement, family day
care home providers have raised strong (ﬁ)jections to counting the
older children who are normally attending school. Many mothers be-
gin to provide care for other children in their homes after their own
children have started school. The requirement that their school age
children must be counted means in some cases that the number of
children they may care for is unreasonably small, and this makes their
work unprofitable.

The committee bill allows the family-day-care mother's own chil-
dren aged 6 and over to be disregarded in determining if the title XX
standards are met. This provision is made retroactive to October 1,
1975, the date the present law provision would otherwise first apply.

ArcomorLisM axp Drue Apuse
(Section 7 of the bill)

Public Law 94-120 included temporary modifications of the social
services statute as it relates to funding of services for drug addicts
and alcohiolics. These temporary modifications are scheduled to expire
January 31, 1976 ; the committee amendment would make these modi-
fications permanent.

Confidentinlity~—Title XX of the Social Security Act requires that
individuals served by the program have incomes within specified
limits related to State median income levels. Regulations cf the De-
partment of Health, Education, and Welfare require the States to
verify an applicant’s statement that his income is within the per-
mitted 1imits,-and verification: may sometimes require an employer
contact. This raises the possibility that an employer could be informe
in this process that the individual is undergoing treatment for addic-
tion or alcoholism which in turn could result in the loss of his job,
defeating the purpose of the rehabilitation effort. To prevent such
situations, a provision already enacted into law in the Comprehensive
Alcohol Abuse and Alcoholism Prevention, Treatment, and Rehabili-
tation Act Amendments of 1974 requires a special degree of confi-
dentiality in dealing with the treatment of such individuals. The
modification made permanent in the committee amendment does not
in any way prohibit the verification of an applicant’s eligibility for
social services, but it does require that in the case of drug addicts
and alcoholics the special confidentiality requirements of the Compre-
hensive Alcohol Abuse Act be observed.

S. Rept. 94-592——3
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Rehabilitation process—Another problem is related to the fact
that under the new law social services funding generally is not appli-
cable to medical or residential types of care, which is more appro-
priately funded under other programs. Funding is available only
when the care involved is a subordinate and integral part of a social
itself this provision creates no diffienlty for drug
addiction and aleoholism programs, provided that the whole rehabili-
tation process is considerad. However, there is a possibility under the
law and regulations that certain elements of the process could be
looked at in isolation and found to be ineligible for funding. The
committee amendment wonld malke permanent two temporary changes
in the law designed te corrvect this problem. . .

The first change in the law makes clear that in evaluating services
of a medical nature provided to an addict or alcoholic. the rehabilita-
tive process for an individual is to be looked at in its entirety and
not in segments. Thns initial detoxification, short-term residential
treatment, usually about a month in duration, and subsequent counsel-
ing and other services ave »Il tc be considered together.

The second change specifically authorizes socia) service funding
for initial detoxification programs up to a duration of 7 days, with-
out regard to the usual ban on funding of services to institutionalized
individuals. The detoxification must be integral to the further pro-
vision of services for which the individual is eligible.

III. BUDGETARY IMPACT OF THE BILL

_In compliance with section 252( a) of the Legislative Reorganiza-
tion Act of 1970 and section 308 of the Congressional Budget Act of
1974, the following statements are made with respect to the budgetary
impact of the bill. The committee estimates that the enactment of
H.R. 9803 with the amendments proposed by the committee will result
in net increased budget authority and outlays and decreased revennes
(equivalent to “tax expenditures”) as shown in the following table.
The net figures reflect both the increased grants to States for child
care and the offsetting reductions in welfare costs resulting from the
hiring of welfare recipients as child care staff.

service program. In

Increase in

budget :uthﬁrity . Decrease

Fiscal period an(m?l";io?es m(';':\illelir(‘)‘:lesg
Fiscalyear 1976........... . . ......

July-September 1976 ........... ... $gg 8

Fiscal year 1977.............. .. . 217 $13

Fiscalyear 1978..... . . . ..... ... 219 18

Fiscalyear 1979...................... 212 23

Fiscalyear 1980 ... ................ 204 28

Fiscalyear 1981.. ... ................. 200 28
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In compliance with sections 308(a) (1) (A) and 308(a) (2) (A) of
the Congressional Budget Act of 1974, the committee estimates that the
enactment of this legislation is consistent with the budgetary totals
provided for in H. Con. Res. 466 and with the functional totals in the
conference report on that resolution.

In compliance with section 308(a) (1) (C) of the Congressional
Budget Act of 1974, the committee states that the entire amount
estimated as increased budget authoriy and outlays under this legisla-
tion as shown in the table above constitutes financial assistance to State
and local governments.

IV. VOTE OF THE COMMITTEE IN REPORTING THE BILL

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

. A motion to delete the Federal child care staffing requirements now
in title XX of the Social Security Act was defeated by the following
rolleall vote :

In favor of retaining the staffing requirements (9) : Senators Long,
gar]t{kial, Ribicoff, Nelson, Mondale, Gravel, Bentsen, Hathaway, and

askell.

In favor of deleting the staffing requirements (9) : Senators Tal-
madge, Byrd of Virginia, Curtis, Fannin, Hansen, Dole, Packwood,
Roth, and Brock.

V. CHANGES IN EXISTING LAW

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

Excerpt From Public Law 93-647, as Amended

* * * * * * n

Sec. 7. (a) (1) *** . .
(2) Notwithstanding the provisions of section 2004 of the Social
Security Act, as amended by this Act, the first services program year
of each State shall begin on October 1, 1975, and end with the close of,
at the option of the State— . Lo
A) the day in the twelve-month period beginning October 1,
1975, or
( B’) the day in the twelve-month period beginning October 1,
1976,
which is the last day of the twelve-month period established by the
State as its services program year under that section. Notwithstand-
ing the provisions of subsection (b) of section 2003 of the Social Se-
curity Kct, as amended by this Act, the agé;regate expenditures
required by that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
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the amount that would otherwise be required under that subsection as
the number of months in the State’s first services program year bears
to twelve.

(3) Notwithstanding paragraph (1) of this subsection or section
3(f), payments under title IV or section 2002(a) (1) of the Social
Security Act with respect to expenditures made prior to [February 1,3
July 1,1976, in connection with the provision of child day care services
in day care centers and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
regard to the requirements relating to staffing standards which are
imposed by or under section 2002(a}) (9) (A) (ii) of such Act, so lon,
as the staffing standards actually being applied in the provision o%
the services involved (A) comply with applicable State law (as in
cffect at the time the services are provided), (B) are no lower than
the corresponding stafling standards which were 1mposed or required
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center or group day care home, than the
corresponding standards actually being applied 1n such center or home
on September 15, 1975.

* * * * * * *
Excerpt 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 pursuant
to 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 hasis for determining whether standards imposed by or under
snlrparggrqph (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 ot clause (B) thereof

(B) striking out the period at the end of clause ©) thereof
an?(y;cegt(l{l_ng in %_mn of such period “; and”, and

;) addmg after clause (C) thereof the followine :
113 :

(D) any expenditure for the initial detoxiﬁcat?gnntfgv agaillzgl
holic or drug dependent individual for a period not to.exceed 7
;1(:;3‘7751,0 é: Sf]:)crh d}elt'olziiﬁcatiop is iptegrzal to the further pro.vé(i:g; of

( e & tit;:.’}.c such individual would otherwise be eligible

3) Secti i

) Section 2002(a) (7 J(A) of such Act is amended by inserting

“(except as i : ]
“ofherr;emedlr:lliocvzigsg n paragraph (11) (D))” immediately after
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(4) Section 2002(a) (7) (E) of such Act is amended by insertin
“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(3.% (7),2002(a) (11),
and 2003 of the Social Security Act shall read as they would if such
amendments had not been made.J on and after October 1,1975.

* - * * * * *

Excerpt from the Social Security Act, as amended

* * * * * * 3
TITLE XX—GRANTS TO STATES FFOR SERVICES
* * & * * * *

PAYMENTS TO STATES
Sec. 2002(a) * * *
*

* * Ed # * *

(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
approved by the Department of Health, Education, and Welfare
and the Oftice 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, [and] (IIX) 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 stafing stand-
ards otherwise applicable in the case of a day care center or group
day care home in which not more than 20 per centumn of the chil-
dren in the facility (or, in the case of a day care center, not more
than & 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 t?ifurm'sh
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 appli-
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cable staffing standards are met in the case of day care provided
in @ family day care home, the number of children being cared
for in such home shall include a child of the mother who is operat-
ing 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 Housc of Representatives, after December 31, 1976,
and prior to July 1, 1977, an evaluation of the appropriateness of the
requirements imposed by subparagraph (A), together with any recom-
mendations he may have for modification of those requirements. No
earlier than ninety days after the submission of the report, the Sec-
retary may, by regulation, make such modifications in the require-
ments imposed by subparagraph ( A{)as he determines are appropriate.

(C) The requirements imposed by this para%raph are 1n 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.

* * * * * * *
Internal Revenue Code of 1954
* * * * * £ &
PART IV. CREDITS AGAINST TAX
* * * @ #* * *

Suveparr C—RuLes ror CoMpPUTING CREDIT FOR EXPENSES OF
Work InceNTIVE ProGRAMS
Sec.
50A. Amount of credit.
50B. Definitions; special rules.
See. 50A. Amount of credit.
(2) DETERMINATION OF AMOUNT.—

(1) Generar RuLE—The amount of the credit allowed by section
40 for the taxable year shall be equal to 20 percent of the work in-
centive program expenses (as defined in section 50B(a)).

(2) Limriration BASED ON AMOUNT OF ToX.—Notwithstanding
paragraph (1), the credit allowed by section 40 for the taxable
year shall not exceed—

) so much of the liability for tax for the taxable year
as does not exceed $25,000, plus
(B) 50 percent of so much of the liability for tax for the
tz}xable year as exceeds $25,000.
The preceding sentence shall not apply to so much of the
f::z"zt allou')ez_i bty secézon 40 as it is atiributable to Federal
are reciprent employment incents 7 ;
(3'%?860&_0” A (1)’7)) : Y tncentive expenses described in
.42) LIABILITY FOR TAX.—For purposes of paragraph (2). the lia-
?llllilsty li"orttaxffor thtla taxable year shall 155 th% tapx i(mg)’osefi i)ay
chapter for such ¥y i
allowabls w0 : year, reduced by the sum of the credit
(A) section 33 (relating to foreign tax credit ),
(I%) section 35 (relating to partially tax exempt interest)
(C) section 37 (relating to retirement income), ’
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(D) section 38 (relating to investment in certain depreci-
able property), and

(E) section 41 (relating to contributions to candidates for
public office).

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

(4) Marrrep iNDIviDUALS.—In the case of a husband or wife who
files a separate return, the amount specified under subparagraphs
(A) and (B) of paragraph (2) shall be $12,500 in lieu of $25,000.
This paragraph shall not apply if the spouse of the taxpayer has
no work incentive program expenses for, and no unused credit
carryback or carryover to, the taxable year of such spouse which
ends within or with the taxpayer’s taxable year.

(5) ConTroLLED grOUPS.—In the case of a controlled group, the
$25,000 amount specified under paragraph (2) shall be reduced
for each component member of such group by apportioning
$25,000 among the component members of such group in such
manner as the Secretary or his delegate shall by regulations pre-
scribe. For purposes of the preceding sentence, the term “con-
trolled group” has the meaning assigned to such term by section
1563 (a).

[(6) LiMITATION WITH RESPECT TO NONBUSINESS ELIGIBLE EM-
pLOYEES.—Notwithstanding paragraph (1), the credit allowed by
section 40 with respect to Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during the
taxable year to an eligible employee whose services are not per-
formed in connection with a trade or business of the taxpayer s{Jlall
not exceed $1,000.J
(8) LiyiTATION WITH RESPECT TO CERTAIN ELIGIBLE EMPLOYEES.—

(A) NowBusivess ELIGIBLE EMPLOYEES—Notwithstanding
paragraph (1), the credit allowed by section 40 with respect
to Federal welfare recipient employment incentive expenses
paid or incurred by the tampayer during the taxzable year to
an eligible employee whose services are not performed in
connection with a trade or business of the taxpayer shall not
exceed $1,000.

(B) CHILD DAY CARE SERVICES ELIGIBLE FMPLOYEES.—Not-
withstanding paragraph (1), the credit allowed by section 40
with respect to Federal welfare recipient employment in-
centive expenses paid or incurred by the tawpayer during
the tazable year to an eligible employee whose services are
performed in connection with & child day care services pro-
gram, conducted by the taxpayer, shall not cxceed $1,000.
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ARRYBACK AND CARRYOVER OF UNUsSED CREDIT.— |
® (Ci) AzrowaNcr oF crepIT.—If the amount of the credit deter-
mined under subsection (a) (1) for any taxable year exceeds the
limitation provided by subsection (a)(2) for suc“h taxable year
(hereinafter in t;hish sllibﬁectlon referred to as “unused credit
ear”’), such excess shall be—
y )’(A) a work incentive program credit carryback to each of
the 3 taxable years preceding the unused credit year, and
(B) a work incentive program credit carryover to each of
the 7 taxable years following the unused credit year, .
and shall be added to the amount allowable as a credit by section
10 for such years, except that such excess may be a carryback only
to a taxable year beginning after December 31, 1971. The entire
amount of the unused credit for an unused credit year shall be car-
ried to the earliest of the 10 taxable years to which (by reason of
subparagraphs (A) and (B)) such credit may be carried, and
then to each of the other 9 taxable years to the credit that, because
of the limitation contained in paragraph (2), such unused credit
may not be added for a prior taxable year to which such unused
credit may be carried.

(2) Limsrarion.—The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year shall not exceed the amount by which the limitation
provic}ed by subsection (a)(2) for such taxable year exceeds the
sum oI—

(A} the credit allowable under subsection (a) (1) for such
taxable year, and
(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and at-
tributable to tazable years preceding the unused credit year.
(¢) EarLy TERMINATION oF EMPLOYMENT BY EMPLOYER, ETC.—

(1) Generar ruLE.—Under regulations prescribed by the Sec-
retary or his delegate—

(A) Work INCENTIVE PROGRAM EXPENSES. If the employment
of any employee with respect to whom work incentive pro-
gram expenses are taken into account under subsection (a)
is terminated by the taxpayer at any time during the first
12 months of such employment (whether or not consecutive)
or before the close of the 12th calendar month after the
calendar month in which such employee completes 12 months
of employment with the taxpayer, the tax under this chapter
for the taxable year in which such employment is terminated
shall be increased by an amount (d%bermined under such
regulations) equal to the credits allowed under section 40
for such taxable year and all prior taxable years attributable
to work incentive program expenses paid ‘or incurred with
respect to such employee.

(B) CARRYBACKS AND CARRYOVERS ADJUSTED. In the case of
any termination of employment to which subparagraph (A
aﬁ)phes, the carrybacks and carryovers under subsection (b;
shall be properly adjusted.
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(2) STBSECTION NOT TO APPLY IN CERTAIN CASES.—

In GENERAL. Paragraph (1) shall not apply to—

(i) a termination of employment of an employee who
voluntarily leaves the employment of the taxpayer,

(ii) a termination of employment of an individual who,
before the close of the period referred to in paragraph
(1) (A), becomes disabled to perform the services of
such employment, unless such disability is removed be-
fore the close of such period and the taxpayer fails to
offer reemployment to such individual,

. (iii‘; a termination of employment of an individual, if
it 1s determined under the applicable State unemploy-
ment compensation law that the termination was due to
the misconduct of such individual, or
(iv) a termination of employment of an individual
with respect to whom Federal welfare recipient emgloy-
ment incentive expenses (as described in section 50B (a)
(2)& are taken into account under subsection (a).

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

(i) by a transaction to which section 381(a) applies,
if the employee continues to be employed by the acquiring
corporation, or

(1i) by reason of a mere change in the form of con-
ducting the trade or business of the taxpayer, if the em-
ployee continues to be employed in such trade or business
and the taxpayer retains a substantial interest in such
trade or business.

(3) Seecrav ruLE. Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes of
determining the amount of any credit allowable under subpart A.

(d) Fawore To Pay ComparaBLE WaGes.—

(1) GexeraL RULE.—Under regulations prescribed by the Secre-
tary or his delegate, if during the period described in subsection
(e) (1) (A.), the taxpayer pays wages (as defined in section 50B
(b)) to an employee with respect to whom work incentive pro-

am expenses are taken into account under subsection (a) which
are less than the wages paid to other employees who perform com-
parable services, the tax under this chapter for the taxable year
In which such wages are so paid shall be increased by an amount
(determined under such regulations) equal to the credits allowed
under section 40 for such taxable year and all prior taxable years
attributable to work incentive program expenses paid or incurred
with respect to such employee, and the carrybacks and carryovers
under subsection (b) shall be properly adjusted.

(2) SeecAL RULE—Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chas)ter for purposes of
determining the amount of any credit allowable under subpart A.

(e) Payuenr v Ligv or CrEDIT TO T4x EXeMrr ORGANIZATIONS—

(1) In cenerar.—In the case of a State, any political subdivi-

sion thereof, or any organization described in section 501(c),
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arhich is exempt from tax under scction 501(a) for the taxable
yer:r,}lz‘lze S('(r(']fﬂﬁ_z/ or his delegate shall pay to each, such gflvM‘;:—
ment, subdivision, or organization which files a claim during the
calendar year in the form, manner, and_at the time prescribed by
the Sccretary or his delegate by regulations, an amount deter-
mined under paragraph (2). Such payment shall be made as
soon as possible after the receipt of such claim.

(2) wovyr or ravuext.—The amount payable to a State,
subdivision, or organization (hereafler veferved to as a “tax ex-
empt entity™) under paragraph (1) for the calendar year shall be
equdal to the amownt of credit which such tax exempt entity would,
if it wepe Liable for tar under this chapter, be allowed under sec-
tion 40, determined under sections 504 and 508, for F.ederal wel-
fare recipient employment incentive expenses paid or incurred by
such entity during such year to an eligible employee whose services
are performed in connection with a child day care services pro-
gram of such entity. .

(3) Repavuext—If an entity which receives a payment under
paragraph (1) takes any action which would result in an increase
of it tax under subsection (c) or (d) of section 504 if such entity
were liable for taw under this chapter, then such entity shall be
liable to the Sccretary or his delegate for an amount equal to the
increased amount of taw which would be imposed under such
subsections.

(4) TREATMENT AS OVERPAYMENT OF TAX.—For purposes of any
law of the United Stotes, including section 101 of the Treasury
Department Appropriation Act of 1950, any payment made under
this section shall be considered to be a refund of an overpayment
of the tax imposed under this chapter.

Sec. 50B. Definitions; special rules.
(a) Work INcENTIVE ProgRAM EXPENSES.—

( 1.) I~ geNERaL—For purposes of this part, the term “work in-
centive program expenses” means the sum of—

(A) the amount of wages paid or incurred bv the taxpayer
for services rendered during the first 12 months of employ-
ment (whether or net consecutive) of employees who are
certified by the Secretary of Labor as— )

_ (i) having been placed in employment under a work
incentive program established under section 432(b) (1)
of the Social Security Act, and
(ii) not having displaced any individual from em-
ployment, plus
. (B) the amount of Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during
the taxable year.

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

(A) before July 1,1976, or

(B) in the case of an e?igible employee whose services are per-
formed in connection with a child day care services program of
the taw%ayer, before January 1,1981.

(8) Excrusiox.—XNo item taken into account under paragraph
(1) (A) shall be taken into account under paragraph (1) (B). No
item taken into account under paragraph (1) (B) shall be taken
into account under paragraph 1(A).

(b) Wages.—

For purposes of subsection (a), the term “wages” means only cash
remuneration (including amounts deducted and withheld).

(¢) LaMrraTrons.—

(1) TrADE OR BUSINESS EXPENSES.—No item shall be taken into
account under subsection (a) (1) (A) unless such item is incurred
in a trade or business of the taxpayer.

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

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

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

(5) InNeviemsLE INDIVIDUALS.—No item shall be taken into ac-
count under subsection (a) with respect to an individual who—

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

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

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

. estate or trust.
(d) SurcuaPTER S CORPORATIONS.— .
In case of an electing small business corporation (as defined in sec-
tion 1371)—
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(1) the work incentive program expenses for each taxable year
shall be apportioned pro rata among the persons who are share-
holders of such corporation on the last day of such taxable year,

and .
(2) any person to whom any expenses have been apportioned

under paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

(e) Estates axp Trusts.—

In the case of an estate or trust—

(1) the work incentive program expenses for any taxable year
shall be apportioned between the estate or trust and the benefici-
aries on the basis of the income of the estate or trust allocable to
each,

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

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

(f) Lirations Wrra Respecr To Cerraiy Persons.—
In the case of—

(1) an organization to which section 593 applies,

(2) a regulated investment company or & real estate investment
trust subject to taxation under subchapter M (section 851 and
following), and

(8) a cooperative organization described in section 1381(a),

rules similar to the rules provided in section 46(e) shall apply under

regulations prescribed by the Secretary or his delegate.
(g) EviciBLE EMPLOYEE.—

(1) EvicieLe emprovee~—For purposes of subsection (a)(1)
(B). the term “eligible employee” means an individual—

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

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

(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 tax-

payer whose services are not performed in connection with a trade
or business of the taxpayer,

( 2)“ MicranT worker—For purposes of paragraph (1), the
term “migrant worker” means an individual who is employe& for
services for which the customary period of employment by one
employer is less than 30 days if the nature of such services required
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t};at such individual travel from place to place over a short period
of time.
h) Cross REFERENCE.—
'or application of this subpart to certain acquiring corporations,
see section 381(c) (24).
*

* * * * * *

Sec. 6201. Assesment authority.
(a) AUTHORITY OF SECRETARY OR DELEGATE.
* ® * ] * *

*

(:I)E.Erroneous credit under section 39, 40, or 43, If on any return
or claim for refund of income taxes under subtitle A. there is an
overstatement of the credit allowable by section 39 (relating to cer-
tain uses of gasoline, special fuels and lubricating oil), 40 (relating
lo ewpenses of work incentive programs), or section 43 (relating to
earned income), the amount so overstated which is allowed against
the tax shown on the return or which is allowed as a credit or refund
may be assessed by the Secretary or his delegate in the same manner as
in the case of a mathematical error appearing upon the return.

* * * * k * *

Sec. 6401. Amounts treated as overpayments.
a) ASSESSMENT AND COLLECTIQN AFTER LIMITATION PERIOD.

e term “overpayment” includes that part of the amount of the
payment of any internal revenue tax which is assessed or collected
after the expiration of the period of limitation properly applicable
thereto.

(b) EXCESSIVE CREDITS.

If the amount allowable as credits under sections 31 Srelating to
tax withheld on wages), 39 (relating to certain uses of gasoline, special
fuels, and lubricating oil), 40 (relating to cxpenses of work incentive
programs) but only to the ewtent that such expenses are based on the

ployment of an individual in tion with a child day care serv-
ices program of the taxpayer, 43 (relating to earned income credit),
and 667(b) (relating to taxes paid by certain trusts) exceeds the tax
imposed by subtitle A (reduced by the credits allowable under sub-
part A of part IV of subchapter A of chapter 1, other than the credits
allowable under sections 31, 39, 40, and 43), the amount of such excess
shall be considered an overpayment.

* * * * * * *







MINORITY VIEWS

We cannot support H.R. 9803, as amended and ordered reported by
the Committee on Finance. While we do not question the need for
prompt and effective congressional action with respect to the current
controversy over the stafﬁng requirements for child day care centers
funded under title XX of the Social Security Act, we do disagree
with the particular legislative response fashioned by the committee
and thus are compelled to oppose the bill as reported.

To place this legislation, and our objections to it, in their proper
perspective, a brief review of the manner in which the current con-
troversy developed is necessary. The Social Services Amendments of
1974 generally consolidated social services programs, including child
care, 1nto a new title XX of the Social Security Act. A principal pur-
pose of title XX was to provide States with a substantial degree of
flexibility as to the types of social services to be provided. To achieve
this flexibility, $2.5 billion in Federal funds were made available
annually to the States and this amount was to be allocated among the
various States on the basis of population for social services programs
selected by the individual States. Although title XX was in many
respects designed to assure State flexibility in the use of social serv-
ices funds, the Congress in 1974 did codify into the Social Security
Act certain specific staffing requirements for child care programs
funded under title XX. Additionally, the Department of Health,
Education, and Welfare (HEW), was anthorized to issue regulations
prescribing certain additional staffing ratios.

The issue of proper stafling levels for child care programs was, and
continues to be, one with respect to which opinions, even among ex-
perts, differ widely. Responsive to this particular aspect of the prob-
lem, the 1974 legislation directed HEW to study the entire question
of staffing ratios and report to the Congress during the first 6 months
of 1977. Any changes in the staffing ratios proposed by HEW as the
result of its study could not be implemented until 90 days after the
study and proposals are transmitted to Congress. . .

The problems which now confront the Congress and require action
prior to completion of the HEW study arise becavse, in the 1974 legis-
lation, Congress directed that these staffing ratios be met by October 1,
1975 (and continuously thereafter) in order for child day care pro-
grams to qualify for Federal funding.under title XX. Under the 1974
Tegislation, HEW is required to terminate all Federal reimbursement
for any individual day care provider not in compliance with the staff-
ing requirements. . .

‘As the October 1, 1975, effective date approached, it was apparent
that only a few States would in fact be in compliance with the staffing
ratios. To avoid potential terminations of Federal funding under title
XX and the possible closing of day care centers, the House passed
legislation to postpone the October 1, 1975, effective date for 6 months
to April 1, 1976. The Senate agreed to a 1-month extension and the

(31)
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romised at 4 months. Thus, absent

House-Senate conference com e Yatios are b duled to take

further congressional action, the sta

t on February 1, 1976. . . . .
eﬁ'fla?‘cro(r)rll1 a:lolrvlug the various alternatives available to it, the committee
has decided to retain the existing staffing standards, and to assist States

in meeting those standards by allocating an additional $250 million

annually in title XX funds. The committee also agreed to a tax credit—
to which we have no objection—to encourage compliance with these
standards through the employment of welfare recipients. We cannot
support the committee bill in its present form for severa] reasons.

Our first, and in some respects most fundamental, objection to the
committee bill is its implicit assumption that the underlyin staffing
standards must remain intact and be applied on a mandatory basis na-
tionwide. As a matter of principle, we have serious reservations about
the appropriateness of federally mandated nationwide staffing require-
ments. We remain unconvinced that the individual States are unable
to determine, given local circumstances, what staff to child ratios are
appropriate for quality day care services. That such uniform stand-
ards cannot possibly take into account all local variations and needs is
manifest from this very bill, which creates two exceptions to meet local
conditions. But there is no assurance that other local problems do not
exist. We also believe that citizens who are actively concerned with the
quality of day care may well have a greater opportunity to participate
in the process at the State level.

These philosophical concerns about mandatory and uniform Fed-
eral staffing standards are heightened in this particular situation by the
widespread doubt about the appropriateness of the existing standards.
The Office of Child Care is now engaged—at our direction—in a com-
prehensive study of the staffing standards issue. Until that study is
completed, we lack data sufficient to demonstrate whether and to what
extent various staffing standards have an effect on the welfare of the in-
dividual child. Unless and until we can answer these questions, we
simply canpot determine whether any type of national standard is
necessary and, if so, what type of standard is needed. Thus, even if
mandatory Federal staffing standards might, like fire and safety stand-
ards, ultimately prove to be appropriate, we clearly lack the factual
basis necessary for an informed judgment at this time. For these rea-
sons, we supported a motion in committee to remove the mandatory
staffing standards. This motion was defeated on a 9-9 tie vote and we
thus find ourselves confronted with legislation imposing mandatory
standards of whose efficacy we are uncertain.

Even if we were to agree that the standards themselves should not be
eliminated at this time, we still have serious reservations about the
allocation of $250 million annually to the States under title XX. While
we support the concept of a tax credit to encourage the employment of
welfare recipients, the authorization of additional title XX funds,
particularly at this time, concerns us.

To the extent these additional funds are to be justified as necessary
to permit State compliance with the staffing ratios, we are, as we have
noted, in the position of providing Federal subsidies of standards
whose validity is sufficiently in question to warrant Federal expendi-
tures for a comprehensive study to determine whether those standards
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are appropriate. At a time when Federal funds will be available for
few if any new programs, it is difficult for us to justify funds for com-
pliance with standards few can defend. We also note that not all of
the additional funds are targeted to those States not now in substan-
ial compliance with staffing standards, but instead are to be allocated
in accordance with population figures. Thus, for States not now in
compliance, the relief offered by the legislation may well be illusory.
‘Whatever the merits of the argument that the funds should not be so
targeted, it is a plain fact that the bill in reality is little more than a
simple increase in title XX funds, If this is to be done, it should more
preferably be done after the Congress, through its budget process, de-
termines what programs, if any, merit an allocation of additional Fed-
eral funds and what programs should be returned to the States.
For the foregoing reasons, we cannot support the committee bill.
‘We emphasize again, however, that our disagreement is not with the
decision to recommend legislation, but rather is with the particular
legislative remedy fashioned by the committee. We also emphasize
that, even if some Federal standards are to be retained, other options
were available to the committee. To illustrate, the committee could
have acted to impose less restrictive staffing standards, to have post-
ponea the effective date of the standards until the HEW study has been
completed, or to provide for something less than an “atomic bomb”
type of penalty for noncompliance during the period precedinf com-
pletion of the HEW study. We recognize that none of these alterna-
tives is a perfect solution to the problems that now confront us. Never-
theless, we believe that many of these problems are traceable to the
congressional decision in 1974 to impose staffing standards when we
were unsure of their efficacy. Pending completion of the HEW study,
however, we must make the best of what concededly is a bad situation.
Ho efully, when this legislation is debated in the Senate, and later
congidered by the House, 2 better interim solution can be found. We
work toward such a solution and, if it can be developed, we shall

su it.
pport Carr T. Cormis.
Paor FANNIN.
Crorrorp P. HaNsEN.
Bos Dorx.
Woiam V. Rors, Jr.
By Brock.



ADDITIONAL VIEWS OF SENATOR PACKWOOD

In the Finance Committee, I proposed an amendment to H.R.
9803, which was defeated by a tie vote, to delete implementation of

ederal day care staffing ratios. .

FIn l‘ilght }:)f the diffex?ing needs of the various States, and the lack
of consensus among day care professionals, I am concerned that nu-
tionwide imposition of these standards could actually cause day care
to deteriorate by interfering with the exercise of reasonable discretion
by people responsible for providing high-quality care at the State and
local level. For these reasons, I will attempt to amend H.R. 9808,
which provides for additional day care funding, by deleting imple-
mentation of the stafling ratios. . . y

The Finance Committee, in agreeing to provide an additional $250
million for day care under title XX, demonstrated that it is Frepal:ed
to accept responsibility for assuring that States provide hig h quality
day care for children eligible for title XX benefits. However, in its 9-9
tie vote on the amendment offered by me to return the decision over
staffing ratios to the States, the committee showed that it could not
agree on the question whether there should be immediate, nationwide
implementation of one particular set of staffing ratios.

For years, we have heard day care professionals disagree over the
optimum number of children per staff member. The only areas of
general agreement are that fixed ratios alone cannot insure quality day
care, and that they are at best difficult to determine, and at worst
arbitrary.

Different staffing ratios have been proposed by Members of Congress
and well-informed citizens. In an attempt to resolve this question,
Congress, in title XX, instructed the Department of Health, Educa-
tion and Welfare to study the question of appropriate staffing ratios,
and to make recommendations to us no later than the first six months
ofllt.()t 7. At this time, however. the controversy over the numbers still
exists.

In addition to the disagreement over which staffing ratios are the
best, there are differences between States as to whether additional child
care funding should bhe used to augment the staff at one facility, or to
open a new facility at a different site to enable additional children to
receive day care. The imposition of national standards at this time can
only interfere with that type of decisionmaking.

In 1973, T supported Senator Mondale’s amendment to title XX to
require States to meet the Federal day care standards. T did this in part
because the Director of Children's Services of the State of Oregon said
that the Federal standards are reasonable enongh, and that Oregon in-
te‘n]r];d to comply, whether or not the standards were mandated by Fed-
eral law. Since then, Oregon has used 30 percent of its title XX funds
for day care. Its good faith is shown by the fact that Oregon only needs
a minimal amount of funding to comply fully with the new Federal
standards currently scheduled to become effective February 1, 1976.

(34)



35

Now, however, the Oregon Division of Children’s Services believes
that it can best meet the day care needs of its children if it is not com-
pelled to meet federally-imposed day care staffing ratios. I support
their position, because we in Washington cannot claim any greater
wisdom or sensitivity for the role of staffing ratios in proper day care
mansagement in each community than the people in that community.

The arguments for revenue sharing are similar to the arguments for
my amendment. I support revenue sharing because it enables people to
fight local problems through the governments closest to them. The
funds are used according to local needs in the arcas of education, law
enforcement, transportation, social services, health, the environment,
and recreation. Revenue sharing money is distributed with a minimum
of Federal “strings.” Yet, I have heard no criticism that day care cen-
ters, senior citizens centers, or other social services funded with revenue
sharing are “low quality.”

For these reasons, I believe that H.R. 9803, which provides for an
additional $250 million for title XX day care programs, should be
amended to return the power to set staffing ratios to the States. I will
attempt to amend it by deleting implementation of the staffing ratios
now scheduled to be effective February 1, 1976.

Bor Packwoop.



ADDITIONAL VIEWS OF SENATOR BROCK

There is a viable alternative to the two positions assumed by other
members of the committee with regard to the staffing standards of P.L.,
93-647, which this bill addresses. Rather than supporting or opposing
all standards, the question should be, “Which standards, if any, ac-
tually have an impact on the health, safety, or proper development of
children in day care ?”

The Federal Government’s role in mandating health and safety
standards is fairly well accepted presumably because the purposes and
effects are obvious. Factual information on the beneficial or negative
effects on children of various staff/child ratios or caretaker certifica-
tion levels and so forth is not presently available. Such data are being
collected at the present time by a series of studies being conducted by
the Office of Child Development. Preliminary results are expected by
the fall of 1976 and more complete results the following year.

There is no point in the Federal Government establishing day care
standards to protect children if those standards prove to have nothing
to do with the welfare of those children. I am in favor, however, of
mandating standards that can be shown to benefit the children for
whom they are designed. Moreover, I wish to be on record as support-
ing a continuing role for the Federal Government in conducting the
research that wil] provide the States and the Federal Government with
the information they need to formulate the best possible decisions
in this regard.

B Brock.
(36)
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