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The Committee on Finance, to which was referred the bill H.R.
7200 to amend the Social Security Act to make needed improvements
in the programs of supplemental security income benefits, aid to
families with dependent children, child welfare services, and social
services, 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

The bill (H.R. 7200). as amended by the committee, establishes a
new program of adoption assistance, provides substantial relief for
State and local welfare costs coupled with incentives for improved
administration of welfare programs, and makes numerous improve-
ments in the various Social Security Act programs under which as-
sistance is provided to needy families and to needy aged, blind, and
disabled persons and under which social services and child welfare
services are made available.

ADOPTIONS, FOSTER CARE, CHILD WELFARE SERVICES

,Subsidized adoptions.-The committee bill would establish a new
subsidized adoption program with Federal matching. Under the adop-
tion subsidy program, a State would be responsible for determining



which children in the State in foster care would be eligible for adop-
tion assistance because of special needs which have discouraged their
adoption. The State would have to find that any such child would have
been receiving aid to families with dependent children (AFDC) but
for the child's removal from the home of his relatives; that the child
cannot be returned to that home; and that it could not reasonably ex-
pect to place the child in an adoptive home without the offering of
financial assistance. In the case of any such child, the State would be
able to offer adoption assistance to parents who adopt the child, so long
as their income does not exceed 115 percent of the median income of a
family of four in the State, adjusted to reflect family size-this is an
income test used in the title XX social services program. The agency
administering the program could make exceptions to the income limit
where special circumstances in the family warrant adoption assistance.
The amount of the adoption assistance would be agreed upon between
the parents and the agency, could not exceed the foster care mainte-
nance payment that would be paid if the child were in a foster family
home, and could be readjuste a cement 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 income rose above the spec-
ified limits. A chld with a medical disability which existed at the time
of the adoption would continue to be covered under the medicaid pro-
gram 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 1983-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 Con-
gress 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 he eligible for fund-
ing as child welfare services under title IV-B.

hild welfare services .qrants.-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 chil-
dren 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. Within the over-
all Federal funding available, the Federal matching share ranges
from 331A to 662A percent depending on State per capita income. (Be-
cause 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 bill,
the Federal matching rate would be set at a flat 75 percent. Federal
grants for child welfare services above the present $56.5 million fund-
ing level could not be used for foster care maintenance payments.

States would be required to provide statistical information on
foster care and adoptions which would be published by the Secretary
of HEW, and grants for child welfare services could be used to
comply with these statistical reporting requirements.



Came review 8ystems.-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 procedures to protect the rights of natural parents,
children and foster parents. This would allow the Congress to desig-
nate that up to half 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 accoipIished through the appropriations process and not as a
part of the authorizing statute.) State participation in this program
would be optional.

In the first year for which funds are allotted to a State specifically
for the new section-and only in that year-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 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 should be freed for adoption and the services neces-
sary 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 un-

der the supervision of the State.
(c) A service program designed to help children remain

with their families and, where appropriate, help children re-
turn 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 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 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.

An additional element of the committee bill would authorize the
Secretary of Health, Education, and Welfare to deal directly with
recognized Indian governmental entities in making child welfare serv-
ices grants under title IV-B.

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

Under the committee bill a ceiling would be put on Federal match-
ing beginning in fiscal year 1978. set at 20 percent above the 1977 level,
with a 10-percent annual increase thereafter through 1982. In addition,
for any year an alternative foster cnre grant ceiling would be pro-
vided equal to each State's share of $100 million based on population



under age 21 in each of the States. This would provide some additional
room for program growth in those States which now have dispropor-
tionately small foster care programs. (In States which have disputed
claims for Federal reimbursement in fiscal year 1977, 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 pay-
ments could be used for child welfare services, under the title I-B
grant program.

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. (This provision would apply
only to children placed in foster care for the first time after enact-
ment of the bill.) Federal foster care matching would not be per-
mitted under the committee bill for care in a facility operated
primarily for the detention of children who are determined to be
delinquent

The committee bill incorporates and requires renewed emphasis 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, per-
sonal needs and the costs of providing those items and of supervising
the children.

SOCIAL SERVICES PROGRAM

Additioni funds for ekid caw.-Legislation enacted last year made
available 2(00 million in fiscal year 1977 for child care services in
addition to the $2.5 billion generally available for social service
grants. The additional child care funds required no State matching
funds. The committee bill would increase the ceiling on Federal match-
ing for social services to $2.7 billion on a permanent basis, beginning
with fiscal year 1978. However, in fiscal year 1978 the additional $200
million would be provided for child care services on a 100-percent Fed-
eral funding basis.

Use of tf00 Mnllon for emply"?ont of welfare rcripients.-Present
law requires States, to the extent they determine feasible, to use the
added Federal funding in a way which would increase employment
of welfare recipients and other low income persons in child care jobs.
The law also permits State, without regard to the usual title XX
requirements, to use added Federal funding under the law to make
grants to child care providers to cover the cost of employing welfare
recipients. These grants are limited to $4,000 a year per employee in
the case of proprietary providers. For public and nonprofit pro-
viders, which are ineligible for tax credits, the limit on grants is
$5,000. Grants can be made under this authority only if at least 20 per-
cent of the children served by the child care provider have their care



paid for through the title XX program. The committee bill extends
then. two provisions an additional 5 years, until October 1, 1982. The
committee also made these two additional modifications:

1. Exists law limits the reimbursement of child care providers
who hire welfare recipients so that the reimbursement,-including
both the tax credit and direct reimbursement-applies only to
full-time employment. The committee bill would make these pro-
visions applicable also to part-time child care jobs.

2. In the case of private, roprietary child care centers, direct
reimbursement by the welfare agency was limited under last
year's legislation to 80 percent of the first $5,000 of wages paid
in the expectation that the remaining amount would be covered
by the 20-percent tax credit provisions. The 20-percent tax credit,
however, can only be computed on the basis of nonreimbursed
expenses. The committee modified this rule as it applies to
the employment of welfare recipients in child care employment
to provide comparable treatment of proprietary and nonprofit

_providers.
Welfare redpient tax credit.-Present law grants a tax credit equal

to 20 percent of wags to child care employers who hire AFDC recipi-
ents to work in child care facilities. T he tax credit is limited to a
maximum of $1,000 per employee per year in the case of child care
jobs. The provision expired on October 1, 1977. The committee bill
would extend the credit for 5 years, to October 1,1982.

,?t * # standard&.-Certain minimum staffing standards are re-
qiredunder the social services program-title XX of the Social
Security Act-for child care funded under the act. However, the appf-
cability of those standards had been postponed until October 1, 1t,
to allow time for the completion of a study on staffig by the Depart-
ment of HEW. During the period of suspension, State law require-
ments for child care have to be met, and staffing standards may not be
lowered from the September 1975 levels.

Legislation enacted earlier this year (Public Law 95-59) has de-
ferred until April 1, 1978, the date by which the Department must
make its report on the appropriateness of the child care staffing stand-
ards in permanent law. The Department had requested this deferral
in order to permit it to take into account the results of certain studies
which would not have been completed in time to be used under the
prior deadline of July 1, 1977.

The committee bill continues until October 1, 1978, the suspension
of the staffing standards for children age 6 weeks to 6 years but deletes
the requirement preventing States from lowering their staffing stand-
ards below the September 1975 standards.

Under present law, State welfare agencies are permitted to waive
the Federal staffing requirements in the case of child care centers
and group day care homes which meet State standards if the children
receiving federally funded care represent no more than 20 percent of
the total number of children served--or, in the case of a center? there
are no more than five such children-provided that it is infeasible to
place the children in a facility which does meet the Federal require-
ments. In addition, in counting the number of children who may be
cared for in a family day care home, the family day care mother's own
children are not counted unless they are under age 6.



The House bill would extend these temporary provisions for an
additional year, .util October 1, 1978. The committee bill would in-
stead extend these provisions for 5 years, until October 1, 1982.

Addict and aoholic.-The 94th Congress enacted a temporary
amendment to title XX, due to expire September 30, 1977, to require
that special confidentiality requirements of the Comprehensive Alcohol
Abuse Act be observed with regard to addicts and alcoholics, clarify
that the entire rehabilitative process must be considered in determining
whether medical services provided to addicts and alcoholics can be

funded as an integral part of a State social services'program, and
provide for funding of a 7-day detoxification period even though social
services fun4ing is generally not available for persons in institutions.
The committee bill makes these provisions permanent.

Social services in the territes.-Puerto Rico, Guam, and the Vir-
gin 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 Dis-
trict of Columbia certify, after the beginning of the program 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 allotment exceed $15 million for Puerto Rico and $500,000
each for Guam and the Virgin Islands..

The committee bill includes a provision in the House bill to require
each State, prior to the beginning of the fiscal year, to certify to the
Secretary whether it will have funds in excess of its title XX program
needs and the amount of the excess. If a State certified that its allot-
ment exceeded its needs, then the amount of the allotment would
be reduced by the amount of the excess. Under the provision the State
could make a subsequent determination, after the beginning of the
fiscal year, if it later determined that the amount originally certified
was in excess of the amount needed. Amounts certified as in excess of
State needs would be available for allotment to Puerto Rico, Guam,
and the.Virgin Islands, up to the amount of the limitations specified
in existing law.

FISCAL RELIEF

Fis cal relief for State ad local well are as.-The committee bill
makes available up to $1 billion in additional Federal funding of wel-
fare costs as a means of providing fiscal relief to State and local
government. This one-time provision would call for payment to be
made in two installments. The first installment would Z able as
of October 1, 1927, and would total $500 million witheach State re-
ceiving a share of that total on the basis of a two-part formula. Half
of the fiscal relief funds would be distributed to each State in propor-
tion to its share of total expnditures under the program ofad to

families with dependent children (AFDC) for December 1976, and
half would be distributed under the general revenue sharing formula.

The second installment would be payable as of October 1, 1978. To
receive its full share of the October 1,1978, payment, however, each
State would have to demonstrate that it had reduced its payment error
rate in the AFDC program to 4 percent or less as of the January-June
1978 quality control sampling period. States which had not reach
a 4-percent-or-lem payment error rate by that period could still re-
ceive some payment depending on the degree of their progress toward



that rate since a base period. At State option, the base period could be
either the July--December 1974 or January-June 1975 quality control
samhing perid. If, for example, a State had a 10-percent error rate
in the baso period and had reduced that error rate to 6 percent as of

January-June 1978, the State would receive a payment on October 1,
1978 equal to two-thirds of the fiscal relief payment it had received
on October 1, 1977-since it had progressed two-thirds of the way
toward the 4-percent goal.

In some States, local units of government are responsible for meet-
ing part of the costs of the AFDC program. The fiscal relief pay-
ments to those States under this provision would have to be passed
through to local governments. However, States would not be required
to pas through an amount in excess of 90 percent of the amount of
the welfare costs for which the local government was otherwise
responsible.

AID TO FAMILIES WITH DEPENDENT CHILDREN AND CHILD
SUPPORT ENFORCEMENT

General provtsiona
Quality control and incettives to reduce error.-The committee

amendment would establish a modified version of the current AFDC
quality control program as a requirement of law to determine the level
of case and dollar error rates with respect to eligibility, overpayment,
and underpayment of aid paid under thea pproved State plan and case
error rate with respect to incorrect denials and terminations of aid.
I-nstead of applying sanctions on the States, the dollar error rate
would be used as the basis for a system of incentives, which would give
the States motivation for expanding their quality control efforts and
improving program administration. Under the amendment, States
which have dollar error rates of, or reduce their dollar error rates to,
less than 4 percent but not more than 3.5 percent of the total expendi-
tures would receive 10 percent of the Federal share of the money saved.
as compared with the Federal costs at a 4-percent payment error rate
This percentage would increase proportionately as shown in the fol-
lowing table:

The State
would retain
this percent

of the
If the error rate is: Federal savings

At least 3.5 percent but less than 4 percent ............ 10
At least 3 percent but less than 3.5 percent ............ 20
At least 2.5 percent but less than 3 percent ............ 30
At least 2 percent but less than 2.5 percent ............ 40
Less than 2 percent ..................................... 50

The Secretary would under regulations require the States, begin-
ning April 1, 1978, to establish and administer a special performanceevaluation and corrective action system that would, using data already
available, identify operating units below the State level with excessive
error rates.

There would have to be public notice of error rates (including an
analysis of causes and sources of errors), and of actions taken or
planned to be taken to correct system weaknesses.



dings of dhe quality control program would have to be reported
bytheSsonat ey a t the n ecor General of HEWand
to operating componet. Fedal reviewers would review

Ssatmanpleof the State samp. Tey would also examine cases in the
State's review of the previous -month period to determine whether
appropriat.ecorrectve action was taken. All analyses and reports of

8am error ratm would have to include negative case actions and cases
inoving underpayments as well as overpayments and payments to

Under the amendment the Secretary would be required to provide
technical assistance to State admimiste units to assist them inLlninb and operating their quality control pl grms, and inCHOW-up corrective actions as necessar.Th nsetor General

pn. heInspecto
would closely monitor the operation findings made under the
quality control program, the incidence and extent of fraud and abuse
in the State AD programs, and as appropriate, recommend im-
pirovements in (or alternatives to) the methods used. The medicaid
quality control program would also be monitored by the Inspectorgeneral.

At least twice a year, to coincide with the 6-month quality control
eview percs, the Secretary would be requred to submit a report

t6 thie Congre which would include a detailed analysi of the quality
control samples, errors, corrective actions taken, anaa description of
kinds and cas of errors from any prior period which have not been
corrected.

R.'pient iden*_tion car&__The committee bill provides Federal
m at of 75 percent for costs incurred by a State in issuing photo
identification cards to AFDC redipients. At present, States which
use such cards as part of their adminisrMave procedures are entitled
tomatchingof percent. States would be allowed to make the usa of
a photo identification card a condition of AFDC eligibility.

Matching for Mfr.d activitiem.-Under present law Federal
match . for AFDC administrative costs, including antifraud activi-
ties, is limited to 50 percent. The committee bill increases the matching
rate to 75 percent for State and local antifraud activities.

De tematwn of AFDC benefits for a child in certain UViMg
arranemente.-In the case of an AFDC child living with a relative(1) who is not legally responsible for his support, or 2)who is legally
esonsible but is not eligible for AFDC because he is receiving sup-

port from another person or aid under another program, a State
would be allowed under the committee bill to pay an amount based
on the full family size but reduced on a prorate basis to take account
of the presence of ineligible family members.

Safeguarding inforiiation.-Present law provides in part that State
plans under title IV-A (AFDC) must include safeguards which
prevent disclosure concerning AFDC applicants or recipients which
identifies them by name or address to any committee or a legislative
body. HEW regulations include Federal, State, or local committees
or legislative bodies under this provision.

The committee bill will modify this section of the act to clarify that
any governmental agency authorized by law to conduct an audit or
similar activity in connection with the administration of the AFDIC
program is not included in the prohibition. It would also exclude the



Committee on Finance and the Committee on Ways and Means from
the prohibition.

A7DC manaement ini aatem-The committee bill pro-
vides incentives for the states to develop and operate computerized

Sinformationsystems for their aid to families with de-
pendent children (AFDC).program.

Under the committee bill, the rate of Federal matching for the
costs of computerized management information systems woud be in-
creased from the present rate of 50 percent to 90 percent for the costs
of developing an. implementing te systems and to 75 percent for
the costs of operating them.

The Department of Health, Education, and Welfare would be re-
quired, on a continuing basis, to provide technical assistance tothe

tate and would have to approve the State system as a condition
of Federal matching. (Continuing review of the State systems would
also be require ) To qualify for HEW approval the system would
have to have at least the following characteristics:

1. Ability to provide data concerning all AFDC eligibility
factors;

2. Capacity for verification of factors with other agencies;
8. Capability for notifying child support, fooi stamp and

medicaid programs of changes in AFD C eligibility or benefit
amount; and

4. Security against unauthorized access to or use of the data
in the system.

In approving systems, the Department would have to assure sufi.-
cient compatibility among the systems of different States to permit
periodic screening to determine whether an individual was drawing
benefits from more than one jurisdiction. (The increased matching
would be applicable to existing systems if they meet the criteria for
approval of new systems.)

Access to wage informtion for AFDC er'flceation.-The commit-
tee bill would improve the capacity of States to acquire accurate wage
data by providing authority for the States to have access to earning
information in records maintained by the Social Security Aditfinis-
tration and State employment security agencies. Such information
would be obtained by a search of wage records conducted b the
Social Security Administration or employment security agencies to
identify the fact and amount of earnings and the identity of the em-
ployer in the case of individuals who were receiving ADC at the
time the earnings were received. The Secretary of Health, Education,
and Welfare would be authorized to establish necemary safegards
against improper disclosure of the information. Beginning Otober
1979, the States would be required to request and use the earnings
information made available to them under the committee amendment.

Protective and vendor paymeWnts.-Under existing law States are
allowed to make protective or vendor payments, instead of direct cash
payments, for recipients of AFDC. The number of recipients for
whom payments may be made in any State may not exceed 10 percent
of the number of AFDC recipients, and the parents may be made
only under specified conditions, including a determination by the
agency that the child's relative is unable to manage funds in the child's
interest.



The committee bill contains several provisions relating to protective
and vendor payments. First, in caes in which the State agency made
a determination of inability to manage funds, payments could be made
in the form of joint checks as a kind of vendor payment. Second, the
limit on the number of recipients with respect to whom a State could
make such protective or vendor payments would be increased to 20
percent. Third, in addition to the protective and vendor payments
which the State or local agency could make subject to the new 20-
percent limitation, States would be allowed to make payments to cover
the cost of utility services or living accommodations in the form of
checks drawn jointly to the order of the recipient and the person
furnishing the services or accommodations. Such joint checks would
have to be requested by the recipient in writing, and the request would
be effective until revoked by the recipient. The amount of the monthly
payment which could be made in the form of joint checks would be
limited to 50 percent. There would be no limit on the number of recip-
ients with respect to whom joint checks to pay for housing or utilities
could be written. This third provision for joint checks would be
limited to 2 years, from October 1, 1977 to October 1, 1979.

In addition to authorizig increase numbers and forms of protec-
tive and vendor payments, the committee bill would provide that Fed-
eral matching funds could not be denied to any State for the period be-
tween January 1, 1968 and April 1, 1977 (1) because the State ex-
ceeded the 10-percent limitation on these payments; (2) because it
provided assistance in the form of joint checks; or (3) because it did
not comply with other specified conditions.
Child support enforcement program

Federal matching of child support costs for nowelfare familie.-
Present law requires each State to have a program of child support
cQllection and paternity establishment services for both AFDC and
non-AFDC families. The statute provides Federal matching of 75
percent for services to AFDC families; matching for services to non-
AFDC families was originally provided for 1 year, but has been
twice extended, the most recent extension being through September 80,
1978. The committee bill continues Federal matching for services to
non-AFDC families on a permanent basis.

Procedural changes related to Federal matching for child sup-
port.-The committee bill includes two changes in the procedures
under which matching funds are provided to the States for child
support program costs. One change would prohibit advance payment
to the State of the Federal share of native expenses for a
calendar quarter unless it has submitted a full and complete report
of the amount of child support collected and disbursed for the cal-
endar quarter which ended 6 months earlier. A second provision
would allow HEW to reduce the amount of the payments to the
State by the Federal share of child support collections made but not
reported by the State.

Collection of child support for AFDC famiies--Underpresent
law, amounts collected which represent the child support obligtion
for the current month are generally retained by the State to the extent
necessary to reimburse it for the current AFDC payment. If the
amount of the child support collection made by the State is in excess



of the court-ordered monthly support payment for the family, the
amount of the excess is retained by the State to reimburse it for aist-
ance payments previously made to the family. Present law also allowsStates to continue to collect support payments from an absent parent
for up to 8 months after AIDC payments have been terminated,
and HEW regulations allow the States to continue to retain payments
in excess of the regular monthly support order to reimburse them
for past assistancepayments Because of questions raised about the
interpretation of the statute, the committee bill includes a clarifying
amendment to uphold the HEW interpretation.

Federal go=~~i for chi~d up port duties performed by court
perono.-Present law requires that State child support plans
provide for entering into cooperative arrangements with ap-
propriate courts and law enforcement officials to assist the child
rapport agencyin administering the program. The law specifically
provides or entering into financial arrangements with courts and of-
ficials. However, Aft regulations do not allow States to claim Fed-
eral matching for certain activities now being performed under these
arrangements. The committee bill would authorize matching for these
administrative expenses of the IV-D program. Matching would cover
compensation of judges and other support and administrative per-
sonnel of the courts who perform IV-D functions, but only for
those functionsspecifically identifiable as IV-D functions. Match-
ing would be paid by the State agency directly to the courts if the
State so provided. Current levels of spending in the State for these
newly matched activities would have to be maintained. No matching
would be available for expenditures incurred before January 1, 1978.
Provason related to employment

Work incentive rogram.-Under the work incentive (WIN) pro-
gram2 recipients of AFDC are required to register for manpower
training and employment services, unless they are excluded under
provisions of the law. Individuals who participate in the WIN pro-
gram also receive supportive services, including child care, if these
services are necessary to enable them to participate. Under the com-
mittee bill, AFDC recipients who are not excluded from registration
by law would be required, as a condition of continuing eligibility for
AFDC, to register for and participate in employment search activi-
ties, as a part of the WIN program. These employment search activi-
ties are intended to be directed by professional manpower staff and
supported by necessary transportation services, and would be arranged
to the maximum extent possible while children are in school or when
other family demands are at a low leveL

The amendment would require the provision of such social and sup-
portive services as are necessary to enable the individual actively to
engage in activities related to finding employment and, for a period
thereafter, as are necessary and reasonable to enable him to retain
employment. In addition, it would allow States to match the Federal
share for social and supportive services with in-kind goods and serv-
ices, instead of being required to make only a cash contribution.

The amendment would provide for locating manpwer and sup-
portive services together to the maximum extent feasible, eliminate the
requirement for a 60-day counseling period before assistance can be
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terminated, and authorize the Secretaries of Labor and HEW to
establish the period of time during which an individual will continue
to be eligible forAn in thce of a refusal without good
cause to participate in a WIN program. The amendment also
clarfies the treatment of earned income derived from public serviceemployment.

. to report earndnq.-Quality control reviews show that a
large percentage of the payment errors made in the AFDC program are
related to earned income and the failure of the recipient to report the
correct amount of any changes min earnings. A few States require
that all income be reported on a monthly basis, as a condition of
eligibility. Most States do not do this. When they learn that a recipient
had unreported earned income in prior months they must under pres-
ent law give him the benefit of all the earned income disregards pro-
vided inlaw in calculating the amount of the overpayment. Thus if a
recipient is negligent in reporting his earnings even over a long period
of tame, there is no pemy mivolved.

The committee bill provides an incentive to report income by sped-
that there would be no disregard of any earned income which

therecipient has not reported to tState agency.
Demdwfration prom.je.--The committee bill broadens and makes

more explicit the provision of present law relating to State demonstra-
tion programs. The objectives of the new demonstration authority
would be to permit States to achieve more efficient and effective use
of funds for public assistance, to reduce dependency, and to improve
the living conditions and increase the incomes of persons who are on
asistance--or who otherwise would be on assistance. These objectives
would be achieved through experiments designed to make employment
m6re attractive for welfare recipients.

This provision is identical to an amendment approved by the Senate
in 1973. It would limit States to not more than three demonstration
projects. One of the projects could be statewide, and none of the proj-
ects could last for more than 2 years. The amendment would permit
Sttes to waive the requirements of the AFDC program relating to
(1) statewideness; (2) administration by a single State agency; (3)

earned income disregard; and (4) the. work incentive program.
The State could waive any or all of these requirements on its own
initiative unless and until the Secretary disapproved the waiver as
inconsistent with the purposes of the demonstration authority and the
AFDC law. If the waiver was disapproved by the Secretary, the
demonstration project would terminate by the end of the month
following the month in which it was disapproved.

The provision would allow States to use welfare funds to pay part
of the cost of public service employment, which would have to meet
specified conditions. Participation in the demonstration projects would
be voluntary. Costs of the projects would be eligible for the same
matching as other AFDC costs, with the limitation that the amount
matchable with respect to any participant in the project could not
exceed the amount which wouldotherwise be payable to him under
AFDC. Thus, it is estimated that the projects would not result in any
increased Federal expenditures.

Community work and trainviq program.-Prior to the enactment
of the work incentive (WIN) program as part of the 1967 social
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security amendments, the Federal AFDC statute permitted Federal
matching of AFDC payments made to recipients participating in a
community work an training program. Since the enactment of the
WIN program, however, the Department of Health, Education, and
Welfare has taken the position that the Federal Government will not
share in AFDC payments to recipients who are required by State law
to participate in an employment program, unless the program either
is part of the WIN program or is administered under the Economic
Opportunity Act. The committee bill includes a provision, which has
been approved twice by the Senate, to reenact the community work
and training provisions so that States which elect to have suchpro-
grams could do so under the standards and safeguards provided by
the legislation. The legislation would be modified to exclude from the
requirement to participate the same categories of recipients as are
excluded from the WIN registration requirement, as well as indi-
viduals who are already participating in WIN. In addition protective
payments for children whose relatives fail to comply with the com-
munity work and training requirements would be provided.

Earned income disvogar;d.-%Under present law States are required,
in determining need for aid to families with dependent children to
disreard the first $30 earned monthly by an adut, 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 bill requires States to disregard the first $60 earned
monthly by an individual working full time--80 in the case of an
individual working part-time--plus one-third of the next $800 earned
plus one-fifth of amounts earned above this. Child care expenses, sub-
ject to limitations prescribed by the Secretary, would be deducted be-
fore computing an individual's earned income. Other work expehses
could not be deducted.

SUPPLFI] NTAL 810)URITY INOOMZ ,(881) PROVISIONS

Deflnition of child.-The supplemental security income program
now provides that an individual who is aged 18-21 w have his income
computed under the rules applicable to adults if he is not in schooL
But, if he is in school, hewll be considered to be a child and thus
have his parent's income considered in determining his benefit eligi-
bility. In many instances, this rule serves as a disincentive for disabled
children at this age level to continue in school. The committee bill
includes a provision of the House bill under which the parent's in-
come would cease to be attributed to a disabled child over age 17
without regard to whether or not he is in school.

Treatment of in-kind inoome.--Under existing law, benefiteligibil-ityfor supplemental security income is reduced by the amount o any
ot er income--unless specifically excluded by statute-which is avail-
able to the recipient. This includes income which is in kind rather than
in cash. Where an individual receives support and maintenance in
kind as a result of living in another personshouehold, however, pres-
ent law provides that th SSI benefit amount will be reduced by one-
third rather than by the actual computed value of the in-kind support.
The existing rules concerning the treatment of in-kind income have
proven extremely difficult to administer. H.R. 7200, as passed by the
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House, would have specifically excluded from income for SSI purposes
two categores of in-kind income: Gifts and inheritances, to the extent
Permitted in HEW regulations. The committee bill would substitute
or present law and the House provision a general rule of counting as

income only cash income which is available for the support and main-
tenance of the SSI beneficiary. However, in any case where the benefi-
ci7 receives regular contributions in kind toward his shelter or food
needs, the amount of his maximum SSI benefit would be reduced by
one-third unless he can establish that the actual value of those in-kind
contributions are of lesser value. This would maintain the basic pur-
pose of existing law to take into account substantial in-kind income
.while generally avoiding the need to compute the exact value of that
income.

Disaster rlie .--In the 94th Congress, two provisions were adopted
on a temporary basis affecting the elgibility for supplemental security
income of persons affected by natural disasters. Under one of
these provisions, payments to SSI recipients under the Disaster Relief
Act or other Federal statute related to a Presidentially declared dis-
aster would not serve to reduce the amount payable under the SSI
program. A second provision exempted persons rising in an area
affected by a disaster from the provision under which SSI benefits
are reduced by one-third in the case of an individual -living in the
household of another. This exemption applies ony if the SSI recipient
moved from his own household into the household of another as a
result of the disaster and only for a period of no more than 18 months.
These two provisions were made applicable only in the case of dis-
asters o rg during the last half of 1976.

The committee bill makes the above two provisions applicable in
the case of all Presidentially declared disasters occurring after May 81,
1976. In addition, the bill would provide that no reduction in SSI
payments may be made because of interest paid on disaster relief pay-
ments for a period of 9 months after the funds are received and that
disaster relief payments-and any interest on them-would not be
considered as assets for purposes of SSI eligibility during the same 9
months. (The provision allows the Secretary of Health; Education,
and Welfare to grant extensions of the 9-month limit.)

Ma"datay State eupplmentatiol--Present law requires States to
have State mandatory supplementation programs to assure that all
persons who received assistance under the former programs of aid to
the aged, blind, and disabled in December 1973 receive no less income
under SSI than they received under the previous programs. This pro-
vision has resulted .in unforeseen complexities, both for the Social Se-
curity Administration and for the States. First, although there are
only about 100,000 actual recipients of mandatory State supplements,
records of the mandatory supplement levels for some 2.2 million in-
dividuals who were converted from State rolls must continue to be
maintained. Second, there has been confusion as to whether the State
or Federal definition of income should be used in determining what
constitutes countable income in administe mandatory supplemen-
tation. Third, although the Senate report on the mandatory supple-
mentation provision indicates State responsibility for determining
when changes in-circumstances occur and for competing the change



in special need or circumstance, the Department's policy in this
respect is not clear.

The committee bill provides for the elimination of the mandatory
supplementation requirement for individuals who no longer benefit
from the provision for various masons. In addition, the bill would:
(1) In the case of federally administered mandatory State supple-
mentation, require the use of the Federal definition of income; (2) in
the case of State administered mandatory supplementation, permit
States to use the definition of income which was used under the former
State welfare plan; and (3) authorize States to recertify a lower
mandatory supplement level when they determine that there are
changed circumstances which would have resulted in a reduction in
the welfare grant under the former State program, thus giving States
full responsibility for these determinations.

SS! c i "odUnder the SSI statute, the determina-
tion of an individual's eligibility and amount of entitlement is com-
puted on a quarterly basis. The House bill would require monthly
deation The committee bill requires the Social Security Ad-
ministration to undertake experiments with various accounting
periods-includingrrospective accounting periods--and with van-
ous reporting methodologies and to report to the Congress on their
effects

0rtRg of cAmgee in oimwwtawes.-Present law requires SSI
recipients to report when they have changes in circumstances or in-
come which could affect their SSI payment. However, there is no
requirement for regular reporting and SSA has found that many
recpients fail to report changes in a timely fashion.

The committee bill req uires the Secretary of HEW to test on a
pilot basis a procedure by which each individual receiving Federal
SSI payments or federally administered State supplementary pay-
ments would make an annual report stating whether or not therehad
been any changes in his circumstances atffecting eligibility or the
amount of payments. This specific pilot test of annual reporting-
timed to occur about 6 months after a full annual redetermination-
would be in addition to any experiments conducted under the other
provision of the committee bill which requires the Social Security
Administration to undertake experiments with various accounting
periods and various reporting methodologies.

Coordination of &I/scw2 alsecurity ettement.-The committee
bill includes an amendment designed to prevent certain windfalls
which now occur when an individual applies for both social security
and SSI benefits, is eligible for both but does not receive his social
security award promptly because oiprocessing or similar delays.
Under the amendment t payments under the two programs will'be
coordinated. A part of the SSI payment made pending completion
of the social security award will be treated as an advance against the
individual's social security entitlement. When that entitlement is estab-
lished, proper accounting adjustments will be made to assure that the
correct amounts are paid by the general fund and the trust fundL

Iereae in $M payment to person in lntihtaiowa.-P resent law
provides for a standard $25 monthly payment to persons in medical
facilities receivg medicaid reimbursement in their behalf. The House
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bill provided for the adjume t of that amount on an annual basis to
reject changes in the cost of living. The committee bill provides a one-
time .increase of $5 a month to individuals in medical facilities. The
provison would be effective as of the next general cost-of-living in-
creasein July 1978. It would increase benefits for approximately
200 000 SSI recipients.

Aimpl em for nfoeo 4rf mation and efrraL-
The oue bill includes a provision ting the Secretary of Health,

Education, and We!fare to provide for the coordination of SSI ad-
ministration with the administration of the medicaid and food stamp
programs and authorizing Federal assumption of any State admin-
istrative costs involved in such coordination. The committee bill
provides instead authority for the Department of Health, Education,
and Welfare to pay forth employment by the States of SSI recipi-
ents who would be trained to serve in social security offices to provide
information on other programs and community resources to SSIclaim-
ants. (Some of those employed under this program might serve in
local welfare offices to provide assistance to individuals with SSI
problems in areas where local welfare offices are more conveniently
located than social security offices.) The committee bill authorizes
funding for these positions at a level of 1000 man-years at $5,000 per
man-year.

A idiot a ndalcoho .-- An SSI recipient who is an addict or alco-
holic (1) must be undering appropriate treatment (if it is avail-
able), and (2) must have is payments made to a third party interested
in his welfare. The committee bill, like the HouebiN, would amend
present law to allow the direct iRayment Af SSI benefits to addicts or
alcoholics if the attending physician at the institution where the in-
dividual is undergoing treatment certifies that a direct payment would
have significant therapeutic value for the individual and that there
would be little risk of misuse of the funds involved.

Burialfuad.--The SSI statute provides for individuals to retain
liquid assets of up to $1,500, or $2P, in thecase of a couple. Inaddi
tion, there are excluded life insurance policies up to a ace value of
$1500. In theory this allows recipients to maintain a small insurance
policy which can be used to meet the eventual costs of their funeral
expenses and, at the same time, to maintain a small cash reserve to
See them through any emergency situation. In practice, many aged

pe rsons, instead of buying an insurance policy against death and
burial expenses, have elected to set aside assets (e.g. funds in a bank
account) for this purpose.

The committee billwould make the $1,500 insuranm policy ex-
clusion altrnatively available with respect to assets set aside for burial

purposes. The burial assets would have to be designated as such by the
benfiiay it the understanding that any amount withdrawn prior

to death of the recipient would be treated as unearned income and serve

to reduce his SSI iayinent. Since, under existing law, applicants can
accomplish the same exclusion by purchasing specific insurance pol-

icy, this change does not expand eligibility and should, therefore, have

a negligible impact on program costs.
Emerged ai program for aged, b1i"d, ard disabled.-T he commit-

tee bill provides Pederal matching for a program of emergency assist-
ance to SSI recipients. The program woua be similar in objectiveto the existing program of emergency assistance for children uider



titleIV of the Social Security Act and would be adminitered bthe
am agnciM e respoaible fw S sociall services program..Fundng,
however, would be provided under title XVI. Federal iit woud
be at a 50-prcet rate. The program would opate as an autorza-
tion with the funding limited to $10 million for fiscal year 1979 and
to such amounts as may be provided for in annual appropriations acts
in subMq"yuc m y

Libiity or Federal errors in admntterme'g State prgram.-
The committee bill provides a transitional statutory guideline for
determining the extent of Federal liability for incorrect State sup-
plemental payments which are federally administered. Under this
provision, the Federal Government would assume the cost of any fed-
erally administered State supplementary benefits which are errone-
ous to the extent that they exceed 4 percent of the total State supple-mental payments made in the State. This provision would apply to
fiscal year 1979. Starting with fiscal year 1980, the committee antici-
pates that the quality of SSI administration will have improved suf-
ficietly to eliminate any further need for Federal assumption of
liability.

LiW y for inoorrot medaid oot.--Under present law, eligi-
bility of aged, blind and disabled people for medicaid is usuay re-
latedo their eligbiiity for SSI.In many States, the Social Security
Administration determines eligibility for medicaid in the case of
SSI recipients. The medicaid program is, however, a State responsi-
bility and States are liable under present law for the costs of mcor-
rect payments even where the cause of error is an incorrect eligibility
finding by the Federal agency. In practice, the Department of Health
Education, and Welfare has not required States to repay the Federai
share of-incorrect medicaid payments if the error arose from an in-
correct Federal action. The committee bill would give statutory au-
thorization for this existing practice.

Earnings of SSI rsoipients in sheltered woork-hops.--Under current
interpretations, income received by an SSI recipient who is in a shel-
tered workshop as part of a rehabilitation program is not considered
to be wages and is therefore treated as unearned income. As a result,
all remuneration in excess of $20 a month reduces the SSI benefit oil a
dollar-for-dollar basis. In contrast, income of a recipient in a shelt_ .d
workshop who is not in a rehabilitation program is treated as eavuiba
income, and the individual is entitled to the earned income disre-
perds--65 plus one-half of additional earnings. The committee bill
includes a provision which would in all cases treat as earned income
any income received by SSI recipients as remuneration for participa-
tion in sheltered workshop activities whether or not as a part of an
active rehabilitationprogram.

881 report by the Sem"y of Health, Edwsca~on, and'Wefare-
The committee bill would require the Secretary of Health, Education,
and Welfare to report to the Congress by April 1, 1978, on two mat-
ters which had been identified in a study by the committee's staff as
needing to be addressed by the Department in a comprehensive way.
First, the staff study found that SS1 manpower needs have been
poorlyassessed with the result that the quality of SSI administration
has been seriously below congressional eons Second, it found
that HAW policy formulation procedures and practices were such that
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policies had ben adopted which were at variance with law and ex-
presed iogresional tent in a number of area& The committee bill

requires theSecretaryto report on:
L estimated manpower needs of the Social Security Adminis-

tration for fiscal years 1979, 1980, and 1981.
9. Plans and recommendaions for r the statutory integrity

of the SSIpro ram, based on a review of 58! policies and of statute
an 4lpilativeliistory, with particular reference- to the policy ie

raised in the staff report.

MISCELLANEOUS PUBLIC ASSISTANCE PROVISIONS

Fd.--The oommitte bill would require the e r General
to compile data relating to fraud in the AFDC and Sleiprojranm to
show the number of cases awaiting or under active invezgation (and
the amounts of money involved) the number of cases settled by ad-ministrative action, the number oi cases referred for possible cr
prosecutioN, and the number of cases adjudicated-including the de-
cision and any penalties imposed.

Tretm~itej trri. der aooWal eowity antaieprgwn.
Under present law, 50 perct Federal matching is avaiable for assist-
ance to the "ad, d,and disabled, and to families with dependent
children-in Puerto Rico, Guam, and the Virgin Islands, subject to
overall dollar limitations. The committee bill would increase the Fed-
eral mat percentage from 50 percent to 75 percent while tripling
the dollar limitations. This will pmit the territories to double the size
of their asistanceprograms with no increase in non-Federal mtchin.
The amounts for each te Vtory are shown in the table below. The provi-
sion would be effective as of April 1,1978.

FEDERAL FUNDS FOR ASSISTANCE PROGRAMS

Present law (50 Committee bill
percent Federal (75 percent Fed.

matching) eral matching)

Puerto Rico ....................... $24,000,000 $72,000,000
YirginIslands....... . 800,000 2,400,000ign1,100,0003,000uuam ............................. 11 01 W3,300,000

In addition, the committee bill would treat the Northern Marianas
in a manner comparable with Puerto Rico, the Virgin Islands, and
Guam. Specifically, the committee bill would establish in the Northern
Marianas the programs of aid to the aged, blind, and disabled, AFDC
and medicaid subject to the same matching and a comparable overalllimit on Federal funding ($570,000) as is provided for in the case of
other territories. The supplemental security income (SSI) program
would not apply in the Northern Marianas as is also the case in the
other territories.

Public awitae panyme to aliea--Under existing law, lawfullyadmitted aliens become subject to deportion if they become public
charges within 5 years after their entry into the United States unless
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the cause of their beeoming public charge arose subsequent to their
entry. Despite this provision, GAO studies indicate that many legal
aliens are receiving public assistance payments and yet are not con-
sidered to be public charges This is the result of court interpretations
that depdedency on puic assistance does not constitute "being a
public charg The committee bill would amend the Social Security
Act to rectify this situation by providing that receipt of any type of
public assistance would, in the future, constitute being a public charge
for purposes of the Immigration and Nationality Act.

MEDICARE PROVISION

Study of oovrage of spilepay and aimilzr omdition-The commit-
tee amendment authorizes the Department of Health, Education, and
Welfare to conduct a study of the problems faced by people with
epilepsy or similarly incapacitating conditions in obtaining adequate
health insurance coverage. The study will look into the availability
of health insurance and other means of coverage of health care costs.
In the study the Secretary is to evaluate the advantages and dis-
advantages of covering such conditions under the medicare program.

IL GENERAL DISCUSSION OF THE BILL

A. ADOPTION AsswrSANcz, FosTza CAM, AND Cro WRIZA

GEmNERAL APPROACH

Preseit/aw.-The aid to families with dependent children (AFDC)
program 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 deprivation of parental support
arises from the father's unemployment.)

Since 1961, the AFDC program has also permitted Federal match-
ing 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 fos-
ter care institutions. As of March 1977, 113,580 children were being
asisted through the AFDC foster care program. The annual cost of
this part of the AFDC program was $388 million in fiscal year 1976,
of which $177 million represented the Federal share.

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 wen
this is feasible, or by placing them in adoptive homes.



Under present law, a child who is adopted ceases to be eligible for
AFDC foster care payments--unless the adoptive family is itself an
AFDC eligible family. Loss of AFDC eligibility the child also
entails a loss of medicaid eli ability. In theory, this result is entirely

te and consistent with the traditional concept of adoption.
The child whose welfare eligibili has been tied to his membership in
an AFDC family becomes, through adoption, completely severed from
a relationship to that family and is incorport fully into the new
adopting family. His eligibility for any type of benefits should, there-
fore, reflect his status as a member of that family rather than his for-
mer status as a member of another family. In practice, however, some
children are difficult to place in adoptive homes, and are likely to re-
main permanently in foster care unless sufficient aid is made available
to permit families of low or moderate income to undertake the addi-
tional expenses involved in adopting such children. Most States now
have programs which provide some type of subsidy for the adoption of
hard-to-place children. These State programs, however, have been op-
erated for the most part with State funding.

The only Federal funds available to the States to assist in funding
option subsidy programs have been through the child welfare pro-

gram--title IV-B of the Social Security Act. However, although the
Congress has authorized an appropriation of $266 million a year for
child welfare services, broadly defined, the appropriation for the pro-
gram has never exceeded $56.5 million. State matching requirementsunder the program have not been meaninfulsincethe States have
been spending each year amounts greatly in excess of the requirement.
In fiscal year 1976 the States reported about $700 million as being
spent for child welfare services. Seventy-two percent of this amount
was spent on foster care maintenance payments for children who were
not eligible for Federal matching payments under the AFDC foster
care program.

Ho e il.-The House bill would continue the open-ended Federal
matching for foster care under AFDC, but would (1) broaden it to
include cases where children are removed from the home at the request
of the parent even without judicial determination, and (2) for the first
time aow Federal matching for foster care in public institutions or
group homes caring for 25 or fewer children. States would be required
to include adoption subsidies as part of their AFDC foster care pro-
gram. Federal matching would be available for subsidies to adopting
parents of hard to place children if (1) the child has been in foster care
at least 6 months; and (2) the amount of the subsidy does not exceed
the amount paid for foster care in a foster care home. Federal matching
would continue for 1 year or for the length of time the child was in
AFDC foster care, whichever is longer. Additional amounts could be
paid for costs related to medical problems of the child which existed
prior to adoption. These could be paid up to the time the child reaches
majority. There would be no income limitation for adopting parents.

The House bill would also convert the child welfare services program
from an appropriation authorization to an entitlement program at alevel of $228 million annually beginning in fiscal year 1978. No State
matching funds would be required, but State maintenance of effort
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would be required-hais, the additional funds could not be used to
replace State dollars. The new Federal funds could not be used for
foster care, for employzunt-rlated day care, for the purchase of land
or equipment, for conAtruction, nor for generally available education
service. Under the House bill as a condition for receiving the child
welfare services funds, a number of specifically required procedures
and systemschangs would be eciied; these would be desined to:
(1) protect parents and children; and (2) emphasize the desirability
of family reunification or adoption as alternatives to continued place-
ment in foster care.

Commt tee bL-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 appro-
priate and desirable at this time to modify the law in a way which Willdeemphasize 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, a distinction would be made for funding
purposes between adoption subsidies and foster care payments to
children eligible for AFDC. A ceiling would be placed on foster care
payments beginning in fiscal year 1978 at 20 percent above the fiscal
year 1977 expenditure level for foster care with a 10-percent annual
increase allowed through fiscal year 1982. (hA hiher ceiling would be
provided for States with disproportionately small foster care programs
in fiscal year 1977.) 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 subsi-

ized adoption program would be open ended, but there would be no
Federal matching for new adoption subsidy agreements beginning in
fiscal year 1983 so that the program could be reviewed by the Congess
before the end of the trial period.

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 that up to half 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 sec-
tion. This earmarking would be accomplished through the a ppropr-
tions process and not as a part of the authorizing statute. State per-
tieipation in this program would be optional.

The Federal matching rate for the child welfare services prPgraz
would be set at a flat 75 percent-unlike the range of from 88% to 66%
percent under present law. In addition, any additional funds appro-
priated for child welfare services--above the present funding level of
$5.5 million--could not be used for foster care maintenance payment&
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ADOPTION ASSISTANCE

(Section 101 of the Bill)

Presentlaw.-Under present law there is no Federal mat"i for
adoption subsidies under theprogram of aid to families with dependent
children. However, Federaf-funds for child welfare services may,
among other th'mgs, be used for adoption subsidies. The following 43
States and jurisdictions now have adoption subsidy programs:'
Alaska Maine Oklahoma
Arizona Maryland OregonCalifornia Massachusetts Pennsylvania
Colorado Michigan Rhode Island
Connecticut Minnesota South Carolina
Delaware Missouri South Dakota
District of Columbia Montana Tennessee
Florida Nebraska Texas
Georgia Nevada Utah
Idaho New Jersey Vermont
Illinois New Mexico Virginia
Indiana New York W__0hingto
Iowa North Carolina Wisconsin
Kansas North Dakota
Kentucky Ohio

Sour: American PubUe Welfare Assoation.

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 heard extensive tes-
timony 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
assisted program (under a new part E of title IV of the Social
Security Act) with Federal matching on the same basis as under aid
to families with dependent children. Under the adoption assistance
program, a State would be responsible for determining which chil-
dren 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 mak-
ing 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 nonsubsidized adoptive family would not be required when
such a search would be against the best interests of the child, for ex-
ample, where the child had already established significant emo-
tional 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 adop-
tion 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 toplace
members of a sibling group with a single adoptive family, difficulty

placing children of certain ages or ethnic backgrounds, or similar fac-
tors 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 home. The committee expects, how-
ever that the Department will sufficiently monitor this program to as-
sure that bona A; 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 an adoption subsidy is needed, it would
be able to offer adoption assistance to parents who adopt the child,
so long as their income does not exceed 115 percent of the median
income of a family of four in the State, adjusted to reflect family
size. This is an income test used in the title XX social services pro-
gram. The agency administering the program could make exceptions
to the income limit where special circumstances in the family warrant
adoption assistance. 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 chan circum-
stances. Adoption assistance payments would not be paid: () 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
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 of other medical conditions as well.

There would be no Federal matching for adoption subsidy agree-
ments beginning in fiscal year 1983-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

(Section 101 of the Bill)

Preent law.-Under present law open-ended Federal mat&g 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 $338 million in fiscal year 1976 with a Federal share of $177
million (52 percent). Table 1 shows these amounts by State.



1.-AID TO FAMILIES WITH DEPENDENT CHILDREN-
FOSTER CARE SEGMENT, FISCAL YEAR 1976

Total payments
computable for

State Federal funding Federal share

Total ......

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

Colorado......
Connecticut .....
Delaware ........
District of Colum
Florida ..........

$337,561,504 $176,730,109

bia.

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

Indiana .....
Iowa........
Kansas.....
Kentucky...
Louisiana..

M aine ..........
Maryland.......
Massachusetts.
Michigan .......
Minnesota ......

Mississippi.....
Missouri ........
Montana.......
Nebraska.......
Nevada......

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

See footnotes at end of table.

1,672,737
1,239,287

97,708
571,877

48,638,183

1,978,723
4,419,158
898,242

1,075,499
201,525

3,044,243
18,813
73,753

853,941
11,631,000

2,911,258
1,750,655
5,200,506
2,339,978
2,937,261

2,355,774
6,728,784
7,595,022

14,792,883
9,959,244

1,383,289
1,735,723

790,173
916,966
457,304

658,610
2,559,390

163,537
147,261,163

1,055,615

1,152,001
514,716
36,233

426,621
24,319,090

1,082,164
2,209,578

449,120
537,750

74,173

1,635,383
9,406

36,876
582,217

5,815,500

1,673,100
1,000,150
2,809,313
1,670,043
2,126,871

1,663,177
3,364,392
3,797,511
7,396,440
5,662,933

975,694
1,027,216

499,468
509,744
228t652

397,011
1,279,694

119,856
73,474,009

718,135

TABLE
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TABLE I.-AID TO FAMILIES WITH DEPENDENT CHILDREN-
FOSTER CARE SEGMENT, FISCAL YEAR 1976-Continued

Total payments
computable for

State Federal funding Federal share

North Dakota ...................... 827t771 476,713
Ohio ............................... 4,356,349 2,369,420
Oklahoma ......................... 7969662 537,112
Oregon.......................................... 5,282,077 3,118,539
Pennsylvania ...................... 10,8061,337 5,985,629

Rhode Island ...................... 412,265 233,135
South Carolina .................... 674,239 463,956
South Dakota ...................... 830,101 558,076
Tennessee ........................ 2,733,099 1,418,455
Texas...... ....................... 1,887,038 1,028,780

Utah .............................. 741,942 519,657
Vermont ........................... 712,971 497,797
Virginia ........................... 6,357,498 3,708,964
Washington ...................... 3,983,003 2,139,670
West Virginia....................... 747,244 537,269

Wisconsin ......................... 6,304,483 3,777,019
Wyoming .......................... 140,601 85,681

I Based on monthly estimates.
Source: Department of Health, Education, and Welfare.

'om.ittee prov-im-The committee believes that it would be
appropriate in light of its desire to emphasize more permanent place-
ment to convert the foster care program into a closed end authority.
States have had over 15 years in which to utilize this program and
develop its potentials. The committee provision accordingly would
use the State's fiscal year 1977 expenditures under the program as a
base allowing for further expansion of 20 percent in fiscal 1978 and
10 percent per year in each of the next 4 years--through 1982. In
other words, Federal funding under this program, which is expected to
reach a level of somewhat more than $200 million for fiscal year 1977,
would be allowed to increa.ce over the next 5 years by about 5 percent
or to approximately $350 million and would thereafter i main constant.
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 permanent
situations, that is, back into their own families or into adoptive homes,
are being developed and implemented with the additional funding
expected to be made available under the title IV-B child welfare
services program. As a further incentive for emphasizing permanent
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placements, the funds available to each State within its new foster
care ceiling could under the committee' provision be used alternatively
for child welfare services under title IV-B to the extent that the
State does not need its full ceiling for foster care 1,tirp(, s-. In addi-
tion, 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 21 in each of the States. This would provide ,flue
additional room for program growth in those State.s which now have
disproportionately small foster care programs. Table 2 shovs the
estimated 1978 ceilings under both alternatives.

TABLE 2.-FISCAL YEAR 1978 FOSTER CARE CEILING UNDER
COMMITTEE BILL

[Millions]

State share of
$100,000,000

on basis of
120 percent child Excess of (b)

State of11977, population over (a)

(a) (b)

Alabama ...................... $1.58 $1.76 $0.18
Alaska .......................... 60 .20 .........
Arizona ......................... 15 1.11 .96
Arkansas ....................... 56 .99 .43
California ..................... 33.17 9.65 ............

Colorado ...................... 2.12 1.23 ............
Connecticut ................... 3.40 1.39 ............
Delaware ....................... 60 .28 ............
District of Columbia............80 .31 .......
Florida ......................... 25 3.53 3.28

Georgia ....................... 2.60 2.45 .........
Hawaii ......................... 03 .44 .41
Idaho ........................... 49 .42 ............
Illinois ........................ 5.89 5.23 ...........
Indiana ........................ 2.00 2.57 .57

Iow a ........................... 1.37 1.34 ............
Kansas ........................ 2.97 1.04 :...........
Kentucky ...................... 1.92 1.62 ............
Louisiana ..................... 3.59 1.97 ............
M aine ......................... 2.22 .42 ............

M aryland ...................... 4.20 1.95 ............
Massachusetts ................ 5.00 2.64 ............
M ichigan ..................... . 10.83 4.54 ............
M innesota ..................... 5.26 1.90 ............
M ississippi ..................... 1.45 1.23 ............

See footnotes at end of table.
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TABLE 2.-FISCAL YEAR 1978 FOSTER CARE CEILING UNDER
COMMITTEE BILL-Continued

[Millions]

State share of
$100,000000

on basis of
120 percent child Excess of (b)

State o11977' population over(

(a) (b)

1.66
.85
.71
.27
.54

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

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

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

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

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

2.84
.18

97.76
2.97

.61

2.76
.67

4.46
8.53
.28

.74

.61
2.67
4.61

.58

.57
3.97
2.65

.64
9.74

.14

2.18
.37
.73
.28
.38

3.29
.61

8.00
2.61

.31

5.14
1.24
1.03
5.23

.41

1.43
.34

1.94
6.04

.68

.23
2.36
1.65

.82
2.22

.18

.52

.02

.01

.45

.43
..... eO....

......... e.

2.38
.57

...........

.13

.69

1.,43
.10

.18

.04

Total .................... 245.09 100.00

'Based on available 1977 estimates.

In establishing a ceiling on foster care funding, the committee
recogni&es that certain expenditures are currently in dispute. The bill
provides, accordingly, that the fiscal year 1977 base and subsequent
year increments to that base-through 1982-will count the amounts
in dispute until such time as the Secretary of HEW has reached a

S. Rept. 95-573 - 3

12.78
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final determination as to whether or not those amounts are properly
chargeable as AFDC foster care expenditures. When such a final
determination has been mde, 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 be considered to be in excess of the ceiling as a result of the
readjustment 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. The March 1977 statistics indicate
costs which on an annual basis would range from less than $1,000 per
child in some States to more than $10,000 per child in others Much
of this variation clearly is related to expenditures for foster care in
institutions. The committee notes that present law calls for the Sec-
retary to limit reimbursement of the cost of care in foster care institu-
tions to include "only those items which are included in such term
in the case of foster care in the foster family home of an individual."
In order to place reimbursement for institutional care on a basis
comparable to that for foster home care, the committee bill specifies
that Federal funding is authorized only for maintenance items-such
as food, clothing, shelter, personal needs--and also for the costs of pro-
viding those items and of supervising the children. While it is reason-
able to expect that the cost of care min an institution because of the
administrative expenses and other overhead cost may be somewhat
higher than cost in a private foster family home, the provision is not
intended to serve as a conduit for funding various types of specialized
Services which are more properly funded under the title XX social
services authority. The committee also recognizes that it would be un-
desirable to abruptly change the availability of funding under this
provision. Accordingly, it is the intent of the committee that the Sec-
retary shall apply a standard of reasonableness to allow a transition
from present practice to reimbursement for maintenance alone.

The current wide variation among States in the cost of institutional
care and the very high per child cost of care in certain States would
seem to indicate that at least in some instances States are now claiming
Federal reimbursement for costs which would be difficult to justify as
strictly "maintenance costs." The available data at this time, however,
are insufficient to indicate whether improper funding of nonmainte-
nance costs is the only or major cause of the variations which exist in
institutional care costs in different States, and the committee accord-
ingly directs the Secretary of Health, Education, and Welfare to
undertake a specific study of the cost of institutional foster care funded
through title IV-A and the new title IV-E of the Social Security Act,
with a view toward providing a basis for any further legislation which
may be necessary.

The committee provision does not include a change which would
have been made under the House bill allowing Federal matching for
AFDC foster care payments to children voluntarily placed in foster
care without a judicial determination. The committee believes that
such a change is inappropriate and would substantially expand the
utilization of the AFDC foster care authority. The committee be-
lieves that in the context of this legislation added Federal funding
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is more appropriately devoted to measures designed to move children
from foster care into other more permanent situations. The com-
mittee notes that the existing law is written in such a way that emer-
gumcy placements in foster care can be made and subsequently ratified
by u.dicial determination without losing eligibility for AFDC
matching.

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 committees 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 te 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 availableor 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 au-
thority 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.

CHILD WELFARE SERVICES (TITLE IV-B)

(Sections 102 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 $750
million in fiscal year 1976. The various categories of expenditures are
shown in table 3.



TABLE 3.- CHILD WELFARE SERVICES: STATE ESTIMATES OF TOTAL EXPENDITURES FROM ALL SOURCES,
FISCAL YEAR 1976

Adoption Day care Foster care
Protective

services
Other CWS

services

$14,370,112

1,324,262
0

251,000
0
0

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

Georgia ...............
G uam .................
H aw aii ................
Idaho...............
Illin o is ,I................

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

0
180,000

0
268,889
336,888

0
0

15,067
0

241,270
32,000

0
0
0

$67,256,525 $541,331,103

0
0

475,000
0

1,650,000

0
32,000
20,731

5,235,600
571,455

0
0

1,126
0

0
35,000

0
0

151,130

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

$46,454,651

2,648,524
0

520,400
0
0

837,504
87,661

0
575,041

5,375,793

5,376,393
1,866,650
8,548,400
2,322,641

89,891,169

9,343,493
9,515,568
410,646

10,860,406
14,193,707

2,449,799
52,8O0

1,887,036
701,449..... .......

23,694,311
5,350,000988,455
1,166,647
5,737,000

$83,145,355

1,137,930
0

101,000
619,302

14,181,750

870,503
98,000

0
157,104
944,980

0
104,694
143,683
76,641

397,388
0

479,500
688,248

400

Total.

State

$752,557,746

10,487,109
1,866,650
9,895,800
2,941,943

105,722,919

11,051,500
9,913,229

431,377
17,097,040
21,422,823

2,449,799
157,494

2,164,471
778,090

5,106,900

24,367,469
5,454,000
1,467,955
1,854,895
5,888,530

0
0

117,559
0

. . . ... . ..•-

34,500
37,000

0
0
0

Total



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

Mississippi ...........
M issouri ..............
Montana ..............
Nebraska .............
Nevada ...............

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

North Dakota.......
O h io ..................
Oklahoma .............
O regon 'I ................Pennsylvania......

Puerto Rico.......
Rhode Island......
South Carolina......
South Dakota.......
Tennessee'..............

64,300
280,900

16,000
0

13,400

20,000
0
0
0
0

0
1,100,000

0
4,919,260

73,000

0
2,300,100

12,997

848,338

46,648
102,931

1,265,862
32,000

32,000
8,000

0
35,160,150

250,300

1,000
0
0
0
0

0
6,704,000

0
14,195,482

217,322

4,174
1,093,479

63,628

215,890
25,546
12,191
70,000

1,560,700
7,913,554

39,900,000
17,714,390

1,062,770

1,520,000
4,766,771
1,241,798
1,333,585
663,000

187,000
31,991,830

692,942
148,022,384

4,035,668

6,000
38,821,441

1,836,675

3,394o353

1,532,400
5,251,659
1,168,730
1,840,320

91,000
359,020

0
0

85,000

70,OOO
0
0
0
0

0
9,770,613

0
0
0

0
7,190,200

18,041

195,125
686,683

1,318,557
79,840

246,800
113,120
184,000

0
536,000

430,300
0

84,066
0

70,000

253,431
8,795,864

0
0

3,410,508

419,935
7,944,518

8,535

23,-330,2 .1 2

19,544
342,506
167,130
120,876

1,994,800
8,674,594

40,100,000
52,874,540

1,947,470

2,041,300
4,766,771
1,325,864
1,333,585

733,000

44.0,431
58,362,307

692,942
167,137,126

7,736,498

430,109
57,349,738

1,939,876
4,063,847

42,419,325

2,009,607
6,409,325
3,932,470
2,143,036
1,977,818



TABLE 3.-CHILD WELFARE SERVICES: STATE ESTIMATES OF TOTAL
FISCAL YEAR 1976

EXPENDITURES FROM ALL SOURCES,

. State

Texas .................
Utah ..................
Vermont ..............
Virgin Islands.....
V irginia ...............

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

Adoption

500,000
25,000

0
0

1000,000

Day care

0
40,000

0
876,631
114,690

Foster care

4,000,000
2,550,000
2,062,000

524,880
8,476,358

10,353,487
208,359

2,041,543
299,936

Protective
services

0
40,000

0
764,788
555,380

0
150,000

0
0

Other CWS
services

3,144,052
820,8OO

0
797,793
40,000

0
526,316
189,361

0

Total

7,644,052
3,475,800
2,062,000
2,964,092
9,286,428

10,353,487
884,675

2,230,904
299,936

Not identified by type of service. Source: Department of Health, Education, and Welfare (based on
voluntary State reports).



as
Comwate bil.-The committee bill would retain the provi.ion of

present law which authorizes an appropriation of $266 million an-
nually for child welfare services, but would in.reae the Fedeal
matching rate for the program to a flat 75 peroent-unlike the range
of from 838%to 6.8 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 $66.5 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 resulting 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 up to half of any new
funds for the program be earmarked for use in accord with the proce-
dures which the administration has proposed as a way to increase ac-
countability in the program. This will provide ample opportunity for
the administration to pursue initiatives in this program while leaving
flexibility for those States which may find other approaches moreappropriate.

Thecommittee 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-
duies to protect the rights of natural parents, children and foster par-
ents. This would allow the Congress to designate that up to half of
any new funding-over and above the current $56.5 million fundin
level, but within the overall $266 million now authorized-be spI
cally for this new section. (This earmarking would be accom p ised
through the appropriations process and not as a part of the authoriz-
ing 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-and only in that year-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 6 months preceding the inventory, including determining
the appropriateness of and necessity for thecurrent foster placement
whet her the child can or should be returned to its parents or should
be freed for adoption or legal guardianship and the services necessary
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to fcilitateeither the return of the child or thepacment of the child
for adoption.

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

foster care.
() .Acase review system for each child in foster care under the

su vision of the State. (Such a system-if funded under this
new section-would have to include procedure for a urng
placement in the least-restrictive se"' and provision for an
annual or more feqent judicial or administrative review of: the
appropriateness of the plac cement, 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 dismPitional hearing by a court,
tribal court, or court-appointed administrative body to determine
the future status of the child. The cam review system would also
hame to &vid for p ro ul econcernn.parental
rights, tremovaloahd from home, changes in place-
ment, and visitation rights.)

(o) A service program designed to help children remain with
their families and where appropriate help children return to fam-
ilies from which they havebeen 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--ingofar 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.)

When the inventory has been completed and the systems and pro-
grams have been designed and developed, funding appropriated for
the now section could be used to operate the systems and programs
described in item 2. A State which alrady has an inventory of chil-dren in foster care and has developed the secified systems and pro-
grams ouldimmediately 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
TV-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.

B. SocaL Smvicns

CHILD CARE

(Section 201 of the Bill)

Present low.-Among other requirements mandated by the social
services program-title XX ofthe Social Security Act--for child
care funded under the Social Security Act are certain minimum
staffing standards. The standards are shown in the table below.
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CHILD CARE CENTER STAFFING REQUIREMENTS UNDER LAW
AND HEW REGULATION

Maximum
number of

children
per staff

Age of child member

Under 6 weeks ........ 1 Required by regulation.
6 weeks to 3 years.... 4 Required by regulation.'
3 to4 years...........5 Requred by law.'
4 to 6 years........... 7 Required by law.'
6to9years ........... 151 Maximum number allowed by
10 to 14 years .......... 20J law (though Secretary of HEW

may lower the maximum num-
ber of children per staff mem-
ber, thus increasing the staff
required).

'Public Law 94-401 provides that no penalty for noncompliance may be Invoked
prior to Oct. 1,1977.

The above standards were to have become effective as of October 1,
1975, the date when the title XX program went into operation. How-
ever, because the imposition of these staffing standards would have in-
creased the cost of operation of the program and because of disagree-
ment as to the appropriateness of these standards, the 94th Congress
enacted legislation postponing their implementation on a mandatory
basis until October 1, 1977, by which time a major study of their ap-propriateness was to have been completed by the Department of
Health, Education, and Welfare.

Legislation enacted earlier tids year-Public Law 95-59--has de-
ferred until April 1, 1978, the date by which the Department must
make its report on the appropriateness of the child care staffing stand-
ards in permanent law. The Department had requested this deferral
in order to permit it to take into account the results of certain studies
which would not have been completed in time to be used under the
prior deadline of July 1, 1977.

The 94th Congress legislation, in addition to suspending the imple-
mentation of the title XX staffing standards for child care, also pro-
vided for a temporary increase in the limit on Federal funding under
the title XX program. The amount made available was $40 million
for the period prior to fiscal year 1977 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, that is, on a population
basis. The $200 million for fiscal year 1977 was available on a 100-
percent Federal basis and could not exceed the amount of State ex-
penditures for child care. The law requires States, to the extent they
determine feasible, to use the added Federal funding in a way which
would increase employment of welfare recipients and other low-
income persons in child care jobs. The law also permits States, without
regard to the usual title XX requirements, to use the added Federal
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funding to make grants to child care provid-m to'cover the cost of
employing welfare recipients. Then grants are limited to $4,000 a year
per employee in the case of proprietary providers, but may be supple-
mentedby use of a 20-perot tax credit to providers who hire welfare
recipients For public and nonprofit providers, which are ineligible
for tax credits the limit on grant $s $5,000. Grants can be made
under this authority only if at least 20 percent of the children servedythe child care have their care paid for through the title
XX program. Expenditures for child care under title XX, as estimated
in State plans for fiscal year 1977, are shown in the table below.



TABLE 4.-DAY CARE FOR CHILDREN UNDER TITLE XX OF THE SOCIAL SECURITY ACT, AS ESTIMATED IN
STATE PLANS FOR FISCAL YEAR 1977 (INCLUDES FEDERAL AND STATE EXPENDITURES)

State

A la b am a .........................................
A la sk a . . .........................................
A rizo n a ..........................................
A rka n sas .........................................
C aliforn ia ........................................

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

Number of
children

14,127
664

10,114
7,390

54,233

17,726
...... 

. 26 6*• °•

4,163
12,660

21,019
2,773

882
102,286

2,516

Georgia ..
Hawaii...
Idaho....Illinois .....
Indiana.....

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

29,147...... :2 3b Oi6
25,103

2,286

Expenditures
for day care

$15,727,326
858,000

8,912,248
6,421,542

109,869,706

10,706,951
. 43,855

3,170,900
18,786,517

20,278,344
4,000,025

121,826
54,792,000

6,201,055

3,819,812

12,694,873
2,524,701

Day care
expenditures

Expenditures as percentage
for all title XX of total

programs expenditures

$56,219,896
5,299,900

32,411,119
32,150,166

407,395,431

39,191,700
9,021,498

14,709,500
125,625,549

79,633,239
13,558,327
12,630,000

188,662,743
40,796,661

45,627,645
53,473,582

58,905,539
16,220,833

28.0
16.2
27.5
20.0
27.0

27.3

21.6
15.0

25.5
29.5

1.0
29.0
15.2

8.4

6.3
21.6
15.6



TABLE 4.-DAY CARE FOR CHILDREN UNDER TITLE XX OF THE SOCIAL SECURITY ACT, AS ESTIMATED IN
STATE PLANS FOR FISCAL YEAR 1977 (INCLUDES FEDERAL AND STATE EXPENDITURES)-Continued

Number of
State children

Expenditures
for day care

Expenditures
for all title XX

programs

Day care
expenditures

as percentage
of total

expenditures

M a ry la nd ........................................
M assachusetts ...................................
M i'c h ig an .........................................
M in n eso ta .......................................
M ississip p i'.....................................

M issouri .........
Montana .........
Nebraska ........
Nevada ..........
New Hampshire

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

10,386
19,625

2 17,264
11,671

12,645S1,262
2 6,680

3,679
. . . .• . . . . • . . . . . .•

61,609
3,532

68,108
12,000

294

$13,958,389
24,443,910
32,894,239

6,535,218

11,730,536
3 1,641,709

9,060,142
286,775

39,335,662
3,433,359

129,720,524
16,741,510

152,670

$64,505,690
117,031,336
143,340,269
61,720,224

75,442,978
11,270,000
24,333,333

8,741,596

115,019,825
17,298,160

285,600,000
82,362,493
10,000,000

21.6
20.9
23.0
10.6

15.6
14.6
37.2

3.3

34.2
19.9
45.4
20.3
1.5



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

South Carolina.
South Dakota..
Tennessee I....
Texas........
U tah ...........

42,745

22,793
6,388

4,884
4 2,281

41,540
5,342

19,111,623

66,659,375
1,819,904

9,449,841
1,327,019

331596,024
3,221,507

169,397,133

206,691,o000
16,394,312

43,544,277
11,359,811

187,545,708
18,500,100

Verm ont ..............
V irginia .................
W ashington..............
W est Virginia ............
W isconsin 1..............

W yom ing .... ............

T otal...............

1,646 2,266,707 7,919,319
16,179 12,959,083 78,734,459
13,051 9,251,057 54,590,029
2 5,946 5,366,159 28,907,521
3420......984,620 5,5889105

5674,388 6742,813,180 3,077,371,006

IState plan does
component.

2 Monthly data.
3 Includes children
4 nlta ,s for f,mili

not identify day care for children as a separate

i in day care under the work incentive program.
Pes-

Total excludes estimates for States identified in footnotes 1, 2,
and 4

6 Total excludes estimates for States identified in footnote 1.

Note: When States define day care for children -,ith special needs
as a separate service, estimates for clients served and expenditures
are excluded from the totals. Special needs include blindness,
mental retardation, developmental disabilities, emotional and
behavioral problems, physical handicaps, etc.

Source: Department of Health, Education, and Welfare.

11.3

32.3
11.1

21.7
11.7

17.9
17.4

28.616.5
17.0
18.6

. . . . . . . .• . .

17.6

24.1

. . . . . . . . . .

. . . . . . . . . .
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Committee prviion--The committee bill would increase the ceil-
ig on Federal matching for social services to $2.7 billion on a per-

manent basis, beginning with fiscal year 1978. However in fiscal year
1978 the additional $200 million would be provided for child care serv-
ices on a 100-percent Federal funding basis. In addition, under the
committee bill the child care standards which were suspended to
October 1, 1977, would be suspended for 1 additional year, to October 1,
1978. This will give the Department ample time to complete its study
of child care standards and to report to the Congress, as required, and
will assure the Congress time to consider the standards issue, if neces-
sary before the implementation date. The committee amendment would
not extend the temporary provision of present law which prevents
States from lowering their staffing standards below their September
1975 standards.

The committee bill would extend for 5 years the provision which
expired October 1, 1977, to permit State welfare agencies to waive the
Federal staffing requiwnents in the case of child care centers and
grpup day care homes which meet State standards if the children re-
ceiving federally funded care represnt no more than 20 percent of the
total number of children served--or, in the case of a center, either
this 20-percent requirement is met or there are no more. than five such
children-provided that it is infeasible to place the children in a facil-
ity which does meet the Federal requirements. The committee provi-
sion would also extend for 5 years the current temporary provision
under which, in counting the number of children who may be cared
for in a family day care home, the family day care mother's own chil-
dren are not counted unless they are under age 6.

As noted above, the legislation enacted in 1976 also included tempo-
rary provisions designed to encourage the employment of welfare
recipients in child care jobs. The welfare recipient employment in-
centive tax credit which provides a 20-percent credit for the expenses
incurred by employers in hiring welfare recipients was extended to
September 30, 1977, in the case of child care jobs. States were also
authorized to use the additional funds made available under the social
service program to reimburse employers for the cost of hiring welfare
recipients to the extent that the costs were not met through the tax
credit. The committee bill would extend these two provisions an addi-
tional 5 years, until October 1. 1982. The committee bill would also
make these two additonal modifications:

1. Existing law limits the reimbursement of child care providers who
hire welfare recipients so that the reimbursement (including both the
tax credit and direct reimbursement) applies only to full-time employ-
ment. The committee bill would make these provisions applicable also
to part-time child care jobs.

2. In the case of private, proprietary child care centers, direct reim-
bursement by the welfare agency was limited under last year's legisla-
tion to 80 percent of the first $5.000 of wages paid in the expectation
that the remaininG amount would be covered by the 20 percent tax
credit provisions. The 20-percent tax credit, however, can only be com-
puted on the basis of nonreimbursed expenses. The committee modified
this rule as it applies to the employment of welfare recipients in child
care employment to provide comparable treatment of proprietary and
nonprofit providers.



TABLE 5.-LIMIT ON FEDERAL SHARE OF STATE EXPENDITURES
FOR SOCIAL SERVICES FOR FISCAL YEAR 1978

[In millions)

Full allocation
under Allocation of

$2,500.000 additional
State limit $200.000

$2,500.000 $200.000

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

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

Georg.ia ....
Hawaii .....
Idaho ......
Illinois.....
Indiana ....

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

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

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

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

42.500
4.250

26.000
24.750

248.500

29.750
36.250
6.750
8.500

98.000

57.750
10.250
9.750

130.750
62.250

33.750
26.500
39.750
44.500
12.500

48.000
68.250

107.500
46.000
27.500

55.750
8.750

18.250
7.000
9.500

85.750
13.500

212.500
64.000

7.500

3.400
.340

2.080
1.980

19.880

2.380
2.900

.540

.680
7.840

4.620
.820
.780

10.460
4.980

2.700
2.120
3.180
3.560
1.000

3.840
5.460
8.600
3.680
2.200

4.460
.700

1.460
.560
.760

6.860
1.080

17.000
5.120

.600

Total.

O

u

o

Q
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TABLE 5.--LIMIT ON FEDERAL SHARE OF STATE EXPENDITURES
FOR SOCIAL SERVICES FOR FISCAL YEAR 1978--Continued

[In millions)

Full allocation
under Allocation of

$2,500.000 additional
State limit $200.000

Ohio .................................. $126.250 $10.100
Oklahoma ............................. 31.750 2.540
Oregon.................................................. 26.750 2.140
Pennsylvania ......................... 138.750 11.100
Rhode Island ......................... 10.750 .860

South Carolina ........................ 33.000 2.640
South Dakota ......................... 8.000 .640
Tennessee ............................ 49.250 3.940
Texas ................................. 143.500 11.480
Utah .................................. 14.250 1.140

Vermont .............................. 5.500 .440
Virginia ............................... 58.250 4.660
Washington ........................... 41.500 3.320
West Virginia ......................... 21.250 1.700
Wisconsin ............................ 54.000 4.320
Wyoming .............................. 4.500 .360

ADDICTS AND AL0OHOLICS

(Section 201 of the Bill)

Presnt law.-The 94th Congres enacted a temporary amendment
to title XX, due to expire September 30, 1977, to require that special
mfidentiality requirements of the Comprehensive Alcohol Abuse Act

be observed with regard to addicts and alcoholics, clarify that the en-
tire rehabilitative process must be considered in determining whether
medical services provided to addicts and alcoholics can be funded as
an integral part of a State social services program, and provide for
funding of a 7-day detoxification period even though social services
funding is generally not available for persons in institutions.

(7oni mtte povraion-These temporary provisions have proven to
be beneficial to the program and the committee amendment would
extend them on a permanent basis.

SOCIAL SERVICES IN PUERTO RICO, GUAM, AND THE VIRGIN ISLANDS

(Section 202 of the Bill)

Presenmato.--Puerto Rico, Guam, and the Virgin Islands do not
iipate in the title XX social services program on the same basis

as the State Instead, they may receive an allotment for social services
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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 allotment
exceed $15 million for Puerto Rico and $500,000 each for Guam and
the ViNi Islands. Because under present provisions of law these
jurisdictions do not know in advance of the progran 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 proavion.-The committee bill would require each State,
prior to the beginning of the fiscal year, to certify to the Secretary
whether it will have funds in excess of its title XX program needs
and the amount of the excess. If a State certified that its allotment
exceeded its needs, then the amount of the allotment would be reduced
by the amount of the excess. Under the provision the State could make
a subsequent determination, after the beginning of the fiscal year- if it
later determined that the amount originally certified was in excess of
the amount needed. Amounts certified as in excess of State needs would
be available for allotment to Puerto Rico, Guam, and the Virgin Is-
lands, up to the amount of the limitations specified in existing law.
It is hoped that this requirement on the States for certification of any

excess funds prior to the fiscal year will have the effect of enabling the
Secretary to make funds available to Puerto Rico, Guam and the
Virgin Islands at an earlier date than is possible under present law.

C. AMzNDM.N Mr TO SUPPLEMENTAL SECURITY INCOME PROGlM

(SSI)

DEFINITION OF CHILD

(Section 301 of the Bill)

Present law.-For purposes of the SSI program, the term "child"
is defined to include an individual age 18 through 21 who is a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gainful
employment. Otherwise, all persons age 18 or over are treated as
adults The effect of the present definition, in combination with the
provision requiring that the parents' income and resources must be
deemed to a child in determining the child's eligibility for SSI, may
be to discourage a disabled individual between the ages of 18 and 22
from attending school or training. By attending school the individual
must be considered a "child" under the SSI law, and the parents'
income and resources are deemed to him. The result may be that he
loses his SSI eligibility, or that the amount of the benefit is greatly
reduced. By not attending school the individual is not considered a
child, and only his own income and resources are countable for pur-
poses of determining SSI eligibility.

committeee ep" ion.-Thecommittee believes that there is no
logical basis for making this distinction between students and non-
students for purposes of SSI eligibility, and that because of its poten-

S. Rep. 05-573 - 4
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tially negative effects on incentives of disabled individuals for edu-
cation and training, the provision of present law should be changed.
Thus the committee bill would, in effect, eliminate any differential
treatment of individuals on the basis of student status.

The committee provision should not affect significant numbers of
881 recipients. In June 1976 there were only about 18,000 individuals
between the ages of 18 and 22 who were receiving SSI benefits, and
many of these would not in any case be attending schooL The com-
mittee expects that for some, however, the change in law will increase
the likelihood of school attendance and that the provision will en-
courage disabled individuals to become self-sustaining.

TREATMENT OF IN-KIND INCOME

(Section 302 of the Bill)

Awent law.-The basic purpose of the SSI program is to bring an
individual's or a couple's income up to a certain minimum asured
level. The statute defines income in a comprehensive manner, and all
types of income are considered income--earned, unearned, cash and
in kind. However, it was recognized that there are frequent situations
where an individual who is aged, blind, or disabled will be living
with relatives or others in a type of situation which would make the
determination of the exact value of the in-kind income quite difficult.
As a matter of administrative simplicity, therefore, the Congrem in-
cluded in the law an exception to the basic rule of counting all income.
This exception says that where an individual is living in the house-
hold of another person and is receiving support and maintenance in
kind from that other person, then the value of the in-kind support
and maintenance will not be considered as income; instead, the basic
payment standard applicable to the individual will be reduced by
one-third.

This provision was included in the law for purposes of administra-
tive simplicity so that the administering agcy would not have todetermine the exact value of the support and maintenance furnished,
for example, to a parent living with his or her adult children. In
practice this provision has proven to be one of the most difficult to
interpret and administer.

Committee provisio.-It is the view of the committee that a change
of policy from that now required by the statute is appropriate in view
of the difficulty which the Department has encountered in administer-
ing present law. The committee would amend the law to establish
a general rule of counting as income only cash income which is avail-able for the support and maintenance of the SSI beneficiary. How-
ever, in any case where the beneficiary receives regular contributions
in kind toward his shelter or food needs, the amount of his maximum
SSI benefit would be reduced by one-third unless he can establish
that the actual value of those in-kind contributions are of lesser value.
This would maintain the basic purpose of existing law to take into
account substantial in-kind income while generally avoiding the need
to compute the exact value of that income. At the same time, it would
avoid the need to determine the difficult question of whether the re-
cipient is livingg in the household" of another. It would also be com-
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parable with the existing (but not statutorily authorized) premt p rac-
icbof the agency in living the reductionin SSI benefits for in-kin

income to one-third of the lull SSI benefit level in all cases. Under
the provision, in-kind contributions should be found to be provided
regurly if they are furnished on a recurring basis and constitute 6
continuing contribution to the individual's support.

I)ISASTER RELIEF

(Sections 303-306 of the Bill)

Preant &a.-In the 94th Congress, two provisions were adopted
on a temporary basis affecting the elibility for supplemental secu-
rity inome (SSI) of persons affected y natural disasters. Under one

of these provso payments to SSI recipients under the Disaster
Relief Act or otherFederal statute related to a Presidentially declared
disaster would not serve to reduce the amount payable under the SSI
program. A second provision exempted persons residing in an area
affected by a disaster from the provision under which ISI benefits
are reduced by one-third in the case of an individual living in the
household of another. This exemption appHes only if the SSI recipi-
ent moved from his own household into the household of another as a
result of the disaster and only for a period of no more than 18
months. These two provisions were made applicable only in the case
of disasters occurring during the last half of 1976.

Commit e propitm-The committee amendment would make the
above two provisions applicable in the case of all Presidentially
declared disasters occurring after May 31, 1976. In addition, the com-
mittee amendment would provide that no reduction in SSI payments
may be made because of interest paid on disaster relief payments for
a period of 9 months after the funds are received and that disaster
relief payments (and any interest on them) would not be considered
as assets for purposes of SSI eligibility during the same 9 months.
(The amendment allows the Secretary of Health, Education, and Wel-
fare to grant extensions of the 9-month limit.)

Since the SSI program is a basic national income support program
for the aged, blind, and disabled, the purposes of the program are
ordinarily best served by not differentiating among different sources
of income. In the case of disaster relief, however, the committee recog-
nizes that there may be special circumstances of unusual needs and
that these will gerally beof a very temporary nature. For these
masons, the committee bill, in effect, suspends certain provisions which
would otherwise result in the reduction or elimination of SSI
eligibility.

MANDATORY STATE SUPPLEMENTATION

(Section 307 of the Bill)

Pre8ent aw.-Present law requires States to have mandatory sup-
plementation programs to assure that all persons who received as-
sistance under the former programs of aid to the aged, blind and dis-
abled in December 1973 receive no less income under SSI than they
received under the previous programs. Although the number of in-
dividuals affected by this provision is relatively small, the implementa-
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tion of the provision has had a significant impact on program opera-
tions and his resulted in unforeseen complexities for both the Social
Security Administration and the States.

When the Con enacted the mandatory supplementation amend-
ment in 1973 (Public Law 93-66), it was intended that it should op-
erate as simply as possible. States were to certify to the Social Security
Administration an income assurance level (representing total income
as of December 1973) for each recipient converted from the State
assistace rolls. The required supplement would be whatever amount
was necessary to bring the individual's total income for any subsequent
month to that established income assurance level.

In practice, the mandatory supplementation provisions have proven
difficult to administer and are frequently cited by Administration offi-
cials as a serious complicating factor in running the program.
Three particular problems currently exist. First of all, the.legislation,
as written, is permanent and applies to all those SSI recipients who
were on the State welfare rolls in December 1973 even if they are
not disadvantaged by the new program. In other words, while only
about 100,000 SSI recipients actually benefit from the mandatory
supplement provision, the Social Security Administration is required
to carry on its records a mandatory supplement level for some 2 mil-
lion individuals who were converted from the State rolls.

A second problem related to mandatory supplementation is the
question of how income is to be counted. This is an area in which the
Department has had difficulty in establishing a workable policy. The
statute establishing the mandatory supplement requirement simply
states that the supplement level is to be determined by looking at the
individual's totalincome including his Federal SSI payment, any
State sujplementary payment, and any other income. This is com-
pared with his total income in December 1973, determined by adding
together his assistance payment under the State welfare program and
any other income. The statute does not make any provision for income
disregards in either calculation.

The statute was purposely drawn in this manner with a view toward
providing the simplest approach possible toward mandatory supple-
mentation, even though certain anomalies might occur, particularly in
that a total income guarantee eliminates whatever incentive there
might be as a result of income disregards to continue seeking other
types of income. The Department, however, made a policy decision that
when the Congress said 'income" it meant that the Department should
administer the provision as though it had said "income after appli-
cable disregards." A difficulty arose, however, once this policy decision
was made, in that the Administration was unable to decide whether the
disregards to be used should be those applied under State law or those
applied under Federal law, or a combination of the two.

What apparently has transpired is that, in issuing interim regula-
tions, the Department decreed that "income" meant income counted by
the State. However, in practice, the rule that has been applied is that
income means Federal countable income except in one State where
State countable income is used. Apparently for State-administered
mandatory supplementation, States continue to use State countable in-
come, although the Social Security Administration does not closely
monitor what the States do in State administered programs.
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The third area of mandatory supplementation which is a cause for
concern is the question of changing circumstances. In establishing the
mandatory supplement provisions, the Congress recognized that some
of those eligible for a mandatory State supplement would qualify for
the particular amount involved on the basis of a special need orpi
circumstance which might subsequently change. The statute, accord-
ingly, provided an opportunity for States to reduce the mandatory
supplement level when a change occurred. Under the statute the States
would not have been required to make such reductions, but would have
been permitted to do so. However, in the case of States electing Fed-
eral administration of the mandatory supplement provisions, the bur-
den of identifying and calculating the effect of changes in circumstance
was placed upon the States. If the State wished to save the benefit
costs associated with the circumstance change, in other words, it would
have to bear the administrative costs of determining that the circum-
stance changehad occurred and of calculating the impact of the cir-cumstance change.

The policies adopted by the Department with respect to changes
in the mandatory supplement levelhave proven to be somewhat more
complex than was intended. In part, this would appear to be because
of a misreading of the statute, but in part it also results from cerin
elements not well covered b the existingstatute. The statutory lan-
guage simply states that in the case of a change in speial need or spe-
cial circumstance, the minimum amount assured under the mandatory
supplementation provisions "shall (unless the State, at its option,
otherwise specifies) be reduced" appropriately. While the statute does
not directly address the issue of responsibility for discovering and
computing the change in special need-or circumstance, the Senate re-
port on t bill in which the mandatory supplement provisions were
proposed indicates State responsibility: "When the State determines
that a special need (including one based on a rental allowance) is the
reason for all or part of the supplementary State payment, and that
the special need has been reduced or ceases to exist, it can appropri-
ately reduce the payment" (S. Rept. 93-249, p. 25.)

The Department's policy with respect to who is responsible for
identifying changes in circumstances and calculating the benefit dif-
ferential is hazy at best. Moreover, the Department has taken the posi-
tion that the term "special circumstances" is a term of art; conse-
quently, changes in mandatory supplement levels cannot be made
on the basis of changes in circumstances which would have required
a change in payment levels under the former State assistance program
unless the State plan specifically identified such changes as affecting
"special needs or special circumstances." Thus, in some States a
higher allowance for an individual living in domiciliary care facilities
would be considered a part of "basic" rather than special" needs
and the higher payment would have to be continued even if the in-
dividual moved to independent living arrangements. In other State
the identical change of circumstances may have been characterized
in the State plan as a "special need" change. In such a State, the
mandatory supplement could be reduced appropriately when the in-
dividual moves.

A related problem arises because the statute, as interpreted by the
Administration, refers to a mandatory supplement for the eligible
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individual and does not specifically deal with the allocation of income
within an eligible family. An example of this type of complication
is shown below.

As ot December 1973, a 66-year-old man with a 61-year-old wife received a State
welfare payment of $188. Since the 88I level for an aged individual is $177.80, no
mandatory supplement would be required under the 881 program. When this In-
dividual's wife reaches age 05, however, she qualifies for an SI benefit raising
the amount payable from $177.80 for her husband alone to $26&70 for the couple.
Because her husband's one-half interest In this higher payment in $133.40, how-
ever, Social Security Administration policy is to require the State to begin pro-
viding a mandatory supplement of $4.00 to bring the man's payment up to the $138
he was getting in December 1978.

C ommitee proev on-The committee amendment would modify
the mandatory supplementation requirements in three respects. First,
it would eliminate the requirement for those individuals who after
September 1977, are (1) no longer residents of the State to which such
rules apply, (2) receiving income greater than their December 1978
income, (8) ineligible for SSI because they are in a public institu-
tion or because of other specific restrictions on SSI eligibility, or (4)
ineligible because of excess resources.

Second, in the case of federally administered mandatory State sup-
plementation the committee amendment would modify the statute to
specify that the amount of the supplement payable each month is to
be based on the income assurance level certified to the Secretary by
the State, and on the individuals countable income for Federal SSI
purpss..Phe provision in the committee bill specifies that income will be

determined for federally administered State supplementation accord-
ing to the technical rules set out in section 1612 of the act for Federal
9SI benefits. This provision is not intended to carryover the various
deeming rules applicable under other sections of the act. The com-
mittee expects that the Secretary will make appropriate determina-
tions for the deeming of income from other persons (such as the
individual's spouse) to carry out the general intent of mandatory
supplementation. This general intent is to leave the individual and
his household in no less favorable a situation than they would have
been in had the SSI program not been enacted.

States wouM be authorized but not required to recertify a lower
mandatory supplement income assurance level when they determine
that the individual (or couple) have any changed circumstances
which would have resulted in a comparable reduction in their wel-
fare grant under the former State welfare program. If States wish
to avail themselves of this provision, the responsibility and cost of
administering it will rest with the States (including appropriate pro-
vision for handling appeals of such determinations). The administra-
tive responsibility of the Social Security Administration would be
limited to that of establishing a procedure to accept and process State
recertifications.

Third, in the case of State-administered mandatory supplementa-
tion, States would be permitted to use State countable income as
defined under the former State welfare plan, Federal countable in-
come for SSI, or gross income so long as the same type of income is
used for all recipients in the State.
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The committee believes that the second and third recommendations
are essentially ct with the original intent of the mandatory
supplement legislation. The first recommendation seems approprite
in view of the pu of mandatory suplementation and In view of
the need to simplify the operations of the SSI program.

TESTING OF ACCOUNTING AND REPORTING METHODOLOGIES

(Section 308 of the Bill)

Prewnt law.--Under the SSI statute, the determination of an in-
dividual's eligibility and amount of entitlement is computed over a
quarterly rather than a monthly period. Operating personnel of the
Social Security Administration have stated that they find this pro-
vision to be a cause of considerable confusion and administrative
difficulty. It also is alleged to create certain problems in overpayment
policy in that an increase in a recipient's earnings or other income
which occurs near the end of a quarter will affecthis entitlement for
the entire quarter. Thus SSI payments which are absolutely correct
when paid in January can become overpayments because of unantici-
pated income received in March.

The adoption of a quarterly accounting period in the original SSI
legislation was apparently based on the fat that the Social-Security
Administration receives quarterly reports of all wages in employment
covered by social security. Thus the use of a quarterly accounting
period for SSI could simplify the use of social security wage records
to verify an SSI beneficiary's reported income from wages. In prac-
tice, however, the agency has not yet developed a capability for auto-
matically undertaking such verification, and legislation has been
enacted which will eliminate quarterly wage reporting. For these
reasons, recommendations have been made to change the SSI account-
ing period from a quarterly to a monthly basis.

The committee is not convinced that the arguments in favor of such
a change are adequate. For those beneficiaries with stable incomes,
the accounting period is immaterial. In addition, beneficiaries who
engage in employment or otherwise have varying incomes will likely
find that their estimates on a monthly basis are incorrect as often
as estimates on a quarterly basis. In fact, quarterly estimates should
minimize the impact of income variations better than monthly esti-
mates. While it is true that the quarterly accounting period can make
benefits for the first months of the quarter incorrect because of un-
expected income received in later months, the same principle applies
to a monthly accounting period. An SSI check paid correctly at the
beginning of a month would be rendered erroneous if the beneficiary's
estimate of his income for that month proves to be incorrect.

Another problem in the administration of the program has been
the failure of recipients to report, in a timely way, changes in income
or other circumstances which would have an impact on their SSI
payment. Present law provides for a reduction in benefits in the case
of individuals who do not submit required reports of events and
changes in circumstances unless they are without fault or there is
good cause for failure or delay in reporting. This provision of law,
however, has never been implemented. According to the January-
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June 1976 quality control data, more than one-fourth of payment
errors in that period are the result of nonreporting by recipients of
changes. The overpayment which ensue from failure to make timely
reports are often extremely difficult for the Social Security Adminis-
tration to collect. Repayment may also create hardship and inconven-
ience for recipients.

Commtt propo The committee believes that there is insufli-
cient information to justify the major program and administrative
change which a new monthly accounting period would entail. As an
example of the confusion which surrounds the accounting period issue,
the committee notes that although the Congressional Budget Office
projects a savings for such a change, the Social Security Administra-
tion estimates that there would be a "not excessive" cost. Both agree
that there is, however, very little data on which to base any kind of
estimate. The committee believes that if there is to be a change in the
accounting period it should be made on the basis of detailed analysis of
the effect of the change on the current and prospective caseload and on
the workload and administrative procedures of the Social Security
Administration. This analysis is not now available. The committeeamendment would provide the basis for analysis by requiring the Social
Security Administration to conduct experiments using various account-
ing periods. These experiments should include using retrospective
accounting, and various periods of time. At a minimum the accounting
periods to be tested should include 1 month and 6 months. Other periods
of time may be tested as SSA finds desirable and appropriate in order
to provide a full picture of the effects of accounting methodologies on
the SSI program.

The committee also believes that an attempt should be made to
improve the accuracy of benefit determinations to reduce the difficulties
to the program and to individual recipients that now result from over-
payment and underpayment of benefits. The committee amendment
would therefore also require the Social Security Administration to
conduct experiments using various reporting methodologies involving
various time periods. These tests should be coordinated with the tests
of accounting periods in order to provide a basis for evaluation of the
most effective accounting and reporting procedures for use in the SSI
program on a nationwide basis. In addition, the committee amendment
provides for a test on a pilot basis of a procedure by which each
individual receiving Federal SSI payments or federally administered
State supplementary payments would make an annual report stating
whether or not there had been any changes in his circumstances affect-
ing eligibility or the amount of payments. In this specific pilot test
the annual report requirement would be timed to occur about 6
months after the annual case redeterminations which are required
undercurrent SSA procedures,

The committee intends that the Social Security Administration will
keep the committee informed of the kinds and locations of the tests
which it plans to undertake and will report regularly on any findings
which it may have. Final evaluations, along with any recommenda-
tions for legislative changes, are to be submitted to the Congress no
later than the end of 1979.
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(Section 809 of the Bill)

Preeala.--A substantial roportion of SSI recipients ar also

eligible for benefits under the old-age, survivors, and disability insur-
ance program under title II of the Social Security Act. The proportion
of dual el**bility can be expected to increase in the future since many
of those who are now ineligible for title II benefits are simply so old
that their period of work history occurred prior to the time that social
security coverage was available. The number of SSI recipients who
also receive title lI benefits is shown in table 6.

Though the two programs are administered by the same agency, it
can sometimes happen that an individual's first check under one pro-
gram will be delayed. If the SSI check is delayed, retroactive entitle-
ment takes into account the amount of income the individual had from
social security. However, if the title II cheik is delayed, a windfall to
the individual can occur since it is not possible to retroactively reduce
his SSI benefit beyond the beginning of the current quarter.

Even for the current quarter, court decisions require the Social
Security Administration to treat the erroneous SSI payments as over-
payments which cannot be collected without first offering the recipient
an evidentiary hearing. (If there were a change to a monthly account-
ing period, this situation would become even more frequent and in-
volve larger windfalls than is the case under present law.)

Committee provn,-m-Under the committee provision the statute
would be amended to provide that an individual's entitlement under
the two titles shall be considered as a totality so that payment under
either program shall be deemed to be a payment under the other
if that iS subequently found to be appropriate. Thus, if payment under
title II is delayed so that a higher payment is made under title XVI,
the adjustment made in the case of any individual will only be the net
difference in total payment. There would, of course, be the proper ac-
countn adjustments to assure that the appropriate amounts were
chargedto the general fund and the trust funds respectively. Any ap-
propriate reimbursement would also be made to the States where State
supplementary benefits are involved.

TABLE 6.-NUMBER AND PERCENT OF PERSONS RECEIVING FED-
ERALLY ADMINISTERED SSI PAYMENTS WHO ALSO RECEIVE
SOCIAL SECURITY (OASDI) BENEFITS AND AVERAGE BENEFIT, BY
CATEGORY, SEPTEMBER 1976

Average
With social security benefits monthly

social
Reason for Percent of security

eligibility Total Number total benefit

Total.... 4,275,049 2,227,890 52.1" $137.73

Aged. 2,189,847 1,528,732 69.8 136.92
Blind........ 76,650 26,896 35.1 138.46
Disabled.... 2,008,552 672,262 33.5 139.55
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INCREASE IN PAYMENTS TO INDIVIDUALS IN MEDICAID
INS=iTUTIONS

(Section 310 of the Bill)

Presentao--The SSI program provides a reduced allowance of
$25 a month to recipients who are institutionalized under circum-
stances in which the medicaid program is paying, or partly paying,
for the costs of their care. This amount is intended to cover persoal
needs not ordinarily provided through the basic institutionalcare.

Committee proe-on-The $25 payment level was established by
the SSI statute enacted in 1973 and has not been increased since that
time. In the meantime, recipients eligible for the regular noninstitu-
tional SSI payment have received three payment increases. The com-
mittee believes that the approximately 2000 individuals who are
now receiving the reduced payment should also receive an increase in
their payments, inasmuch as the cost of personal items they are ex-
pected to provide for themselves has increased in the years since the
program began. The committee amendment provides for a one-time
increase inthe payment level of $5 a month. The committee notes that
the Administration was requested to provide information for the hear-
ings record on H.R. 7200 as to the adequacy of the existing law allow-
ance and as to its plans for developing information concerning that
subject. The response received by the committee consisted of a quota-
tion from a prior and apparently inconclusive study together with a
statement that the Administration does not believe that the House-bill
provision (for automatically increasing the $25 payment) is "neces-
sarily warranted." It is to be hoped that a more careful examination
of the adequacy of the payment, as increased by the committee bill,
can be conducted in the future.

EMPLOYMNT Or SSI RECIPIENTS IOR PROGRAM COORDINATION

(Section 311 of the Bill)

Presentlaso.--Prior to the enactment of the supplemental security
income program, the individual needing social services, medical assist-
ance, or food stamps ordinarily made application for them at the local
welfare office-the same office which was responsible for the basic in-
come maintenance function now handled by the Social Security Ad-
ministration. Thus, an individual needing both cash assistance and
some type of in-kind services or benefits previously could apply for
them at the same office and at the same time, whereas he now must
visit a Social Security Administration facility to apply for basic cash
assistance and the welfare office for social services and food stamps. In
some States medicaid eligibility determinations are performed by
social security offices, and in others it is a State welfare office function.

Since the SSI program was first implemented there has been con-
siderable concern over the adequacy of existing arrangements for
recognizing tije needs of SSI recipients for other benefits and services
and approprately referring them to the agencies which can provide
them.Each social security district office is required to maintain a re-
ferral file of agencies and services so that recipients can be directly
advised of sources of other types of assistance. However, although
many of the field personnel in social security offices are alert to the
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need of individual recipients for services, others may be disinclined to
make referrals because they feel that a referral to the welfare office
would be fruitless in most cases, because they do not regard this as
an important part of their job as social security employee% ,because
they believe they would embarrass the recipients by refering them to
"welfare" benefits, or because of other reasons.

The reactions of agencies and organizations outside of the Social
Security Administration to this issue are mixed. Some organizations,
including some State welfare agencies, strongly feel that the coming
of SSI has significantly harmed the ablity of the aged, blind, and
disabled population to obtain needed benefits and services not pro-
vided by the Social Security Administration. Other agencies, also in-
cluding some State agencies, feel that referral procedures now in
effect are adequate. In part, this may reflect differences in the adequacy
with which social security offices are handling referral situations, but
it also seems to reflect some difference in opinion as to whether social
security offices should play a significant referral role.

One method of handling the problem of SSI referrals is through
the use of welfare agency personnel stationed in social security district
offices. Another approach is the location of social security.offices and
welfare offices in the same or adjoining buildings to minimize the
need for aged, blind, and disabled persons to travel to various places
to apply for different benefits. While approaches such as these have
been tzied with some success, there are limitations on the extent to
which they can be used. Social security district or branch offices will
frequently serve populations served by more than one welfare agency.
Welfare agencies may not find that they can afford to place workers
in social security offices. Moreover, even where a welfare department
employee is located in a social security office, he will not necessarily
see all SSI applicants having a need for services unless the claims
representatives and service representatives in the social security office
are sufficiently able to recognize these needs and to refer appropriate
individuals to him.

Commute provision.- The committee believes that it is unrealistic
to expect that the employees of social security field offices can play a
major role in the operations of other programs which are the respon-
sibility of State or other non-Federal agencies. TheSocial Security
Administration has traditionally attempted to provide its employees
with some training to enable them to make general referrals to other
agencies and organizations when claimants exhibit obvious needs for
special services or request information concerning other programs.
While the committee agrees that such tramimig is appropriate and
that the Social Security Administration should continue to improve
its capacities in this respect, social security employees cannot as a
group be expected to attain thorough familiarity with the different
types and conditions of benefits administered by other agencies nor to
attain the capacity to comprehensively evaluate the needs of SSI
claimants for services. The burden placed upon the capabilities of
social security employees to" be competent in all the various programs
administered by their own agency is, in itself, substantial.

The committee does believe that it is appropriate for the Social Se-
curity Administration to cooperate with the States in making arrange-
ments for the stationing of welfare agency employees in social security
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field offices, for the dissemination to SSI applicants of appropriate
literature concerning the availability of other programs, and for such
other general referral and information measures as can be reasonably
accommodated. As far as the committee can determine, the Social
SecurityAdministration does pursue a policy of providing such coop-
eration. However, the main job of the Social Security Administration
is and ought to remain the accurate and efficient administration of
those programs for which it has direct responsibility.

The committee believes, however, that there is reason for concern
over the possibility that the existence of a federally administered in-
come support program may have isolated the aged, blind, and disabled
to some extent from access to other services available through State
and local agencies. In order to assist SSI recipients in learning about
and applying for available assistance programs and services, the com-
mittee amendment would authorize the Department of Health, Edu-
cation, and Welfare to pay for the employment, by State and local
agencies, of SSI recipients who would be trained to provide informa-
tion on programs and community resources to persons who apply for
SSI. These SSI worker-trainees could serve in social security office,
in local welfare offices, or in other locations convenient to reach the
aged, blind and disabled residents in the community. These individ-
uals would be uniquely qualified to understand the problems of SSI
applicants and to assess their need for a broad range of programs and
services, such as various kinds of medical distance, or homemaker
or adult day care services. The committee amendment would authorize
the expenditure of up to $5,000,000 a year, which would be sufficient
to fund 1,000 man-years at a maximum payment to an individual of
$5,000 a year. The funds would be allocated on the basis of the number
of SSI recipients in the State.

MODIFICATION OF REQUI VMi)NT FOR THIRD-PIRTY PAYJ!E FOR
ADDICJ[ AND ALCOHOLICS

(Section 312 of the Bill)

Presentlaw.-Under present law an SSI recipient who is an addict
or alcoholic (1) must be undergoing appropriate treatment, and (2)
must have his payments made to a third party interested in his wel-
fare. Specifically, the law provides that the Secretary must make
SSI payments with respect to an individual medically determined to
be an addict or alcoholic to some other person (including an appro-
priate public or private agency) who is interested in or concerned with
the welfare of the individual. The statute applies this third-party
payment requirement to all disabled recipients who are found to be
addicts or alcoholics and not only to those who are found to be disabled
because of their addiction or alcoholism. However, the Social Security
Administration has adopted a regulation which applies the payment
restrictions only to those individuals whose addiction or alcoholism
was the deciding factor in their eligibility for SSL Since addiction or
alcoholism is not ordinarily a basis of disability findings under the
SSI program, this decision generally limits the impact of the provision
to those relatively few individuals who were grandfathered into the
pr a as addicts or alcoholics from the State programs of aid to
the disabled. Thus, as of February 1976, there were 9,729 addicts
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ad alcoholics who had been transferred from the previous State
programs and only 350 new awards since the beginning of the.SSI
program in January 1974. Of the total number, 8,696 of the recipients
were in New York, 459 in California, and 844 in Maryland .Forty-
three States had fewer than 25 disabled alcoholics and drug addicts
who were receiving federally administered SSI payments.

The requirement that all these addicts and alcoholics be paid through
third parties is being met in only 43 percent of the cases. In 57 percent
of the cases the individual is his own payee.

TABLE 7.-SUPPLEMENTAL SECURITY INCOME: NUMBER AND
PERCENTAGE DISTRIBUTION BY TYPE OF REPRESENTATIVE
PAYEE RECEIVING FEDERALLY ADMINISTERED PAYMENTS
ON BEHALF OF PERSONS MEDICALLY DETERMINED TO BE
ALCOHOLICS OR DRUG ADDICTS, FEBRUARY 1976

Type of Total Alcoholics Drug addicts
representative --

payee Number Percent Number Percent Number Percent

Total.......10,079 100.0 2,599 100.0 7,480 100.0

Own payee ...... 5,749 57.0 1,489 57.3 4,260 57.0
Spouse .......... 142 1.4 74 2.8 68 .9
Parent ........ 974 9.7 152 5.8 822 11.0
Other relative 1,218 12.1 389 15.0 829 11.1
Nonrelative' .... 1,996 19.8 495 19.1 1,501 20.1

1 Includes Institution, social agency, public official and other-attorney, guardian
or other Interested person.

Source: Department of Health, Education, and Welfare.

ommite proviion.-The committee has been informed by the
Administration that it has had difculty in finding third-party payees
to accept payment in behalf of addicts and alcoholics. Tle committee
has also been advised that there are some addicts and alcoholics who
are sufficiently responsible to handle cash and who would benefit from
having the responsibility of handling their own finances. The com-
mittee amendment would therefore provide for exclusions from the
third-party payee requirement in certain specific situations. Under the
committee amendment, if the attending physician of the institution or
facility where an individual is undergo-ingtreatment certifies that the
direct payment of SSI benefits would be of significant therapeutic
value, and that there is substantial reason to believe that he would not
misuse or improperly spend the funds, the SSI payments could be
made directly to the individual and not through a third party. The
committee believes that this change may provide some aleviation of
the Administration's difficulties in arranging for third-party payees
in certain appropriate cases and at the same time it may prove of value
to some SSI recipients.

The committee does not intend, however, that this change in the law
should be interpreted in such a way as to justify the continued failure
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by the Administration to implement the third-party payee require-
ment in the law. In addition, the committee notes that the direct pay-
ment of SSI benefits to an individual who because of alcoholism or ad-
diction cannot properly manage his funds often imposes unnecessary
hardship on that individual himself. The committee thus directs the
Social Security Administration to increase its efforts to find third
parties who will serve as representative payees for persons determined
to be addicts and alcoholics and who will assure that SSI payments
will be used in the best interests of the addict or alcoholic. Moreover,
the committee amendment requires a continuing determination by the
Secretary of the appropriateness of direct payments. In view of the
potential for harm to the.individual in such cases, the Department is
required.under this provision to periodically examine this issue and
not to view a physician's initial certification as remaining in force
indefinitely.

ASSF'Th SET ASID2 FOR BURIAL NEDDS

(Section 313 of the Bill)

Preent law.-Present law provides that SSI recipients may retain
liquid assets of up to $1,500, or, in the case of a couple, assets of up to
$!,50. In addition, life insurance policies up to a face.value of $1,500
are not counted for purposes of the SSI assets limitations In theory,
these provisions allow the aged, blind, and disabled to maintain a
small insurance policy which can be used to meet the eventual costs of
their funeral expenses and, at the same time, to also maintain a small
cash reserve to see them through any emergency situations for which
their monthly SSI benefits would be inadequate.

In practic however, many aged individuals, instead of buying an
insurance policy against the expenses that will be occasioned by their
death and burial, have elected to set aside funds or other assets for
this purpose. The committee staff found in its study of the SSI pro-
fram that such assets are a frequent cause of informal disallowances
or SSI eligibility, since many older people would apparently rather

go without the monthly income available from SSI than disturb these
assets which they have set aside to assure that the necessary funds
will be there to meet their burial requirements. They do not consider
this as a reserve which is available to them to meet emergency costs,
but rather as an inalienable burial fund which they would touch in no
circumstances for any other purpose.

Commiteejprovtumn.-The committee believes that SSI recipients
should have the option of maintaining a reasonable burial reserve if
they so choose. The committee amendment would make the $1,500
insurance policy exclusion alternatively available with respect to as-
sets, not exceeding that same $1,500, which are specifically set aside
for purposes of meeting the needs associated with the individual's
burial. The provision specifies that any amount withdrawn from these
assets and used for any other purpose would be treated as unearned
income and serve to reduce the recipient's SSI payments. Since, under
existing law, applicants can accomplish the same exclusion by pur-
chasing a specific insurance policy, this does aot expand eligi-
bility and should, therefore, have a neglgib 1 impact on program
costs. In certain cases, however, it wod relieve applicants of the
necessity to make such a transfer of assets.
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MNUBG OY AID TO THE AGED, BLIND, AND DISABLED

(Section 314 of the Bill)

Under the former State programs of aid to the aged, blind, and
disabled, States could tailor their monthly aid payments for eligible
individuals to the actual circumstances of each applicant. While there
was no formal Federal authorization for a separate program of emer-
gecy assistance, certain emergency situations could U accommodated
y special need allowances incorporated min the grant. In addition,

the same agency which handled the basic income support grant also
administered any general assistance program proving aid to in-
dividuals in circumstances where Federal funding was not available.

The SSI program does not contain the same flexibility to deal with
emergency situations as did the former State welfare programs. While
it was recognized by Congress that there would have to be some
provision for emergency situations these were necessarily limited since
it was not possible to make the SSI program highly responsive to
individual circumstances without seriously underminig its intended
manner of operation. The legislation does provide that, in emergency
circumstances, a $100 advance to applicants can be made at the district
office level when it appears that the claimant is eligible and financial
emergency exists. This advance can be made only in the case of initial
eligibility.

There are a number of emergency situations in which the SSI pro-
gram does not provide any means of relief. Beyond the provision fo'r
a $100 advance to individuals who appear to meet the eligibility re-
quirements and a similar provision allowing benefits on the basis of
disability or blindness to be paid for up to 8 months to "presumptively
eligible" individuals, the program does not authorize the Social Secu-
rity Administration to provide for the needs of those whose eligibility
determinations are for one reason or another delayed. The SSI law
does not make any provision for situations in which a temporary
catastrophe befalls the recipient such as a fire which creates extraor-
dinary needs that cannot be met by the regular monthly benefit, or
the loss or theft of his SSI benefit payment after he has received and
cashed the check.

The SSI program not only does not provide for such cases of in-
dividualized emergency needs but originally contained provisions
which discouraged the States from undertaking to meet those needs.
The statutory rules concerning the counting of income for SSI pur-
poses were such that State benefits of a general or emergency assistance
nature (as opposed to regular recurring State supplementary pay-
ments) had to be considered as income and therefore served to reduce
the SSI benefit amount. (As with other aspects of the SSI program,
administrative policy did not entirely conform to the statute in this
respect.)

While there is good reason to question whether there existed in
many States prior to SSI adeuate provision for the emergency needs
faced by aged, blind, and disabled persons, the existence of a national
income maintenance system which does not adequately address those
needs and which contains certain provisions which actually seem to
Interfere with State efforts to do so has focused attention on the prob-



lem and is a source of some dissatisfaction with the program on the
part of those it serves.

Committee p i The legislative history shows that Congress
intended the supplemental security income program to be a new kind
of income maintenance system which would operate efficiently and
without undue intrusion into the individual circumstances of its bene-
ficiaries. It was designed to resemble much more the social security
insurance programs than the former State welfare programs. Some ofthe difficulties the program has experienced to date may be attributable
to the fact that for a number of reasons and in a number of respects
the .1 program has in practice been expected to undertake the close,
individualized relationship with its recipient population that was (or
was thought to be) characteristic of State welfare programs.

One major reason for the existing situation is that the SSI program
in fact plays a dual role..It is a major national income maintenance
program for the age, blind, and disabled as a group;.it is also the
only means of subsistence for many individual recipients. Con-
sequently, when the program fails to meet their needs, whether because
of emergencies not provided for by the program or because of some
administrative breakdown, recipients have, in many cases, nowhere
else to turn.

One possible alternative which could be considered is to accept
the position that the SSI program ought to play such a dual role
and to consider changes in the program which would make it more
responsive to individual needs. While arguments in favor of such a
portion can be made, this would appear to represent a verT basic
change in policy from the original intent of Congress in enacting the
SSI program, and it would necessarily involve substantial increases
in program and administrative costs and in the size of the Federal
work force necessary to properly carry out the program.

On the other hand the commItteerecognizes.that there is a real need
for a mechanism to provide for needs of individuals in cases where
emergencies exist. The committee believes that this can best be accom-
plished through social service agencies at the State and local levels,
which would seem to be the agencies best equipped to respond to indi-
vidual emergency situations. The committee amendment would pro-
vide 50 percent Federal matching for State programs of emergency
assistance to SSI recipients. The amount authorized would be $10
million in fiscal year 1978 and such amounts as may be provided in
annual appropriations acts in subsequent years. In order to qualify
for the Federal matching funds, States would be required to have
State emergency assistance plans which would specify the types of
emergency situations to be provided for and the forms of assistance
which may be offered, including money payments, payments in kind,
or services. Under the committee provision emergency assistance could
be furnished for a period not to exceed 30 days in any 12-month period.
Recipients could include persons who are eligible for or recipients
of Federal SSI payments and of State supplementary payments,
whether administered by the State or by the Federal Government.
By providing for the administration of the program by the same
agencies whic administer the title XX social services program, the
committee believes that States will have maximum flexibility in pro-
viding, the necessary combinations of cash and services to SSI recipi-
ents in emergency situations, and also will be able to coordinate State
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and local efforts to serve this population group. The committee em-
phasizes that the intent of this provision is to give some assistance
and encouragement to the Statesin developing programs to meet the
emergency needs of aged, blind, and disabled persons which appear
to be inadequately addressed at present. The statutory language has
intentionally been written in such a way as to give the States broad
flexibility in designing and operating these programs.

REPLACEMENTS OF LOST OR STOLEN CHECKS

While the committee believes that the Federal SSI program is not
well suited to meeting highly individualized circumstances or emer-
genc needs, a somewhat ifferent situation exists when an individual
simply does not receive his SSI check because it has become delayed in
the mails or has been lost or stolen. In such cases, the responsibility
for making prompt replacement of the check properly falls to the
agency wich originally issued it-the Social Security Administra-
tion. While that agency has improved its capability to handle check
replacement situations of this type, there stillis frequently a delay of
days or weeks which can result in significant hardship. The committee
has been informed by the Administration that it now has the capability
of implementing a procedure for direct replacement at the district
office level, a procedure which would be comparable in operation to
existing emergency advance payment procedures. The committee di-
rects the Social Security Administration to implement this new pro-
cedure as rapidly as possible, at the same time assuring that there are
adequate safeguards to minimize incorrect payments.

LIABILITY FOR FEDERAL ERRORS IN ADMINISTERING STATE

PROGRAMS

(Section 315 of the Bill)

Present/law.-The SSI statute recognized that States would, in some
instances at least, desire to provide a higher level of income mainte-
nance for the aged, blind, and disabled than was available under the
basic Federal program. To the extent that States elected to administer
such additional payments themselves, there would be little involvement
of the Federal agency. The statute, however, authorized States to enter
into agreements for Federal administration of State supplementary
benefits, and actually provided some incentive for them to do so in
that no charge would be made for the costs of Federal administration
(the incremental administrative costs of adding a State supplement to
the basic Federal SSI benefit were expected to be minimal). In addi-
tion, a savings clause designed to assure that all States could maintain
supplementation up to the levels of assistance in effect in 1972 without
added State expense was available only if the affected States agreed
to Federal administration. With respect to the grandfathered caseload,
the mandatory supplementation requirements added further incentives
for States to elect Federal administration.

The SSI statute thus led to a situation in which the Social Security
Administration would be responsible for handling and disbursing sig-
nificant State funds. In practice, 17 States have elected Federal admin-
istration of their optional State supplementary benefits (out of 42

96-682 0-77----5
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States providing such benefits.) and an additional 12 SrTate. have fed-
,rally administered mandatory t.tate supplementary bnefit-. ()f the
4.2 million persons receivingr_ federally administered benefits about
4() percent rt.eive, a federally alminist ered iate Sup)lement and the
annual aniiunt (of State money being handled 1, the Social Scurity
Administration in the form of federall.v adrninI-tered State .upple-
inettation is approximately *1.5 billion. The amount ,,f supplementary
lJ:1Ynlwent- for fi.*al yavr lPT; for eaclhSt ate i, ,hown in table ,.

TABLE 8.-AMOUNT OF STATE SUPPLEMENTARY PAYMENTS,
BY STATE, FISCAL YEAR 1976

[In millions of dollars]

State supplementation

Federally
administered

Total.

Alabam a ............
A laska .............
Arizona .............
Arkansas ............
California .........

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

Georgia...
Hawaii
Idaho ......
Illinois .
Indiana

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

Maryland..
Massachusetts ........
M ichigan ................
M innesota ...............
Mississippi

See footnotes at end of table.

State
administered

$1,395.128 $166.021

10.038
............... 3.137
....... .. 1.396

1.039
780.897

.9111.3b7.686

1.877
4.451

. . . . . . . . .° • ,

.062

.621

1.736
.340

3.416
5.870

1.025
139.458
56.798

2 456
.764

16.197
8.632

11.131

..............

1.826
35.618

. . . •. . . . . . .. . . .

..515

........... .
. .. . . . . . . . . . .

•.. ° . •.. . .. . . . .•

S4.290
.. . ... ° • . • •. . .

State
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TABLE 8.-AMOUNT OF STATE SUPPLEMENTARY PAYMENTS,
BY STATE, FISCAL YEAR 1976- Continued

[In millions of dollars]

State supplementation

Federally State
State admini. tered administered

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

New Jersey......
New Mexico ...
New York.....
North Carolina•.
North Dakota....
Ohio..........
Oklahoma .....
Oregon...... .
Pennsylvania....
Rhode Island ...

South Carolina..
South Dakota....
Tennessee ......
Texas 3 . . . . . . . ..
Utah........

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

Wyoming ........
Unknown ....

.363

2.841

20.122
251.048

1.110

45.873
5.801

1 2010
'.184
.255

. . . . . . .. . .. 7 "

4.358

15.844

46.241

22.264

2.813
1.970

16.253
.133

23.178

5.337

........ '.928

1.928"172

2 013

'1.160

4..020

.005

.292

I Mandatory State supplementary payments are federally administered and op-
tional State supplementary payments are State administered.

2State supplementation program under both Federal administration and State
administration during the year.

3 State supplementary payments not made.
4 Data partially estimated.
5 Less than $500.
6 Excludes data for July-August 1975.

. . . . . . . . . .

......................

. . . .. . . .. . I . . . .. . . . . . .
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Since the SSI program began there have been numerous dis-
p utes between the Social Security Administration and States as to the

ability of the States to pay for the costs of federally administered
State supplementary benefits.

The question of fiscal liability for incorrect payments has been
a difficult issue to deal with. When it enacted the SSIprogram, the
Congress, relying on assurances of executive branch officials and on
the Social Security Administration's reputation for efficiency and ac-curacy, expected that the new program under SSA administration
would have a lower incidence of incorrect payments than had been
the case when the State welfare agencies were the administering
agents. While there would be some degree of error in any program,
there did not appear to be any need for providing a specific remedy
for States opting for Federal administration since it was presumed
that, in addition to the savings from Federal assumption of adminis-
trative costs, the States would also experience a savings as a result
of a lower error rate.

In practice, the error rate in the SSI program, though gradually
improving, has proven to be far higher than was anticipated, and the
Department has been under pressure by the States to negotiate a system
of shared liability for erroneous payments of State supplementary
benefits. Although the concern of the States over the overpayments
which have been made in their name by the Social Security Admini.-
tration is understandable, there is not now in the statute any authoriza-
tion for the Federal Government to assume the cost of any incorrectly
administered State supplementary payments. The only remedy the
States have under the statute is to terminate their agreements for
Federal administration (six States have for a variety of reasons exer-
cised this option).

Co te pramiio -The committee believes that the States
should have some recourse other than the resumption of an administra-
tive burden which they abandoned in good faith. The committee
amendment would provide a transitional statutory guideline for de-
termining the extent of Federal liability for incorrect State supple-
mentary payments administered by the Federal Government. Under
the committee provision, the Federal Government would assume the
cost of any federally administered State supplementary payments
which are erroneous to the extent that they exceed 4 percent of the
total State supplementary parents made in the State. This provision
would apply to payments made in fiscal year 1979. Starting with fiscal
year 1980, the committee anticipates that the quality of SSI adminis-
tration will have improved sufficiently to eliminate any further needfor Federal aumption of liability for erroneous payments. (It is
not the intent of the committee to disturb the existing arrangements
which have been worked out in contracts between the States and the
Social Security Administration for fiscal years prior to 1979.)

LIABILITY FOR FNDNRAL SHAR! OF CERTAIN MEDICAID

PAYMENTS

(Section 316 of the Bill)

Prenst.-law-The SSI statute authorizes the States to enter into
agreements with the Secretary of Health, Education, and Welfare
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under which the Social Security Administration determines medicaid
eligibility as apart of its process for deter SSI eligibility.
Because medicaid eligibility s based on or closely related to SSIelig-
bility for aged, blind, and disabled persons, this provision seemed to be
a reaso"le way of avoiding unnecessary duplication of State and
Federal administrative efforts and of assuring that people would not
have inconsistent determinations made by two different agencies as to
whether they met the same eligibility standards. This tie-in between
SSI andmedicaid has, however, affected in a significant way the fiscal
relationships between the States and the Federal Government. To the
extent that the Social Security Administration incorrectly finds some-
one eligible for SSI, or fails to promptly transmit data to the States
indicate% that an individual is no longer eligible for SSI, a State
which relies on the Social Security Administration to determine medic-
aid eligibility may find itself expending funds for medical assistance
which are later found to be incorrect. Under the law, States are respon-
sible for the correctness of payments made under the medical assistance
program. In practice, the Department of Health, Education, and Wel-
fare does not require the States to refund the Federal share of incor-
rect medical assistance payments resulting from such failures on the
part of the Social Security Administration.

CommUe proision.--The committee expects that as the Social
Security Administration works to improve the administrative mecha-
nisms of the SSI program it will focus attention specifically on the
problem of incorrect medicaid payments. The committee believes that
the current policy of not requiring States to repay the Federal share of
such payments is reasonable, and the committee amendment would
provide specific statutory basis for this policy.

TREATMENT OF EARNINGS IN SHELTERED WORKSHOPS

(Section 317 of the Bill)

Present law.-Under current interpretations, income received b an
SSI recipient who is in a sheltered workshop as part of a rehabilita-
tion program is not considered to be wages and is therefore treated
as unearned income. As a result, all remuneration in excess of $20
a month reduces the SSI benefit on a dollar-for-dollar basis. In con-
trast, income of a recipient in a sheltered workshop who is not in a
rehabilitation program is treated as earned income, and the individual
is entitled to the earned income disregards ($65 plus one-half of ad-
ditional earnings). It is estimated by the Department of Health, Edu-
cation, and Welfare that there are approximately 5,000 individuals
now in sheltered workshops who are not able to get the benefit of
the earned income disregard provisions.

Committee proviiion.-The committee believes that participation
by SSI recipients in vocational rehabilitation programs should be
encouraged and that individuals who participate in sheltered employ-
ment as part of a rehabilitation program should be eligible for the
work incentive features of the earned income disregards in the SSI
law. The committee amendment would eliminate the present dis-
criminatory treatment of these disabled individuals by providing that
income received by SSI recipients as remuneration for participation
in sheltered workshops be treated as earned income in all cases.
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REPORTS TO BN SUBMIXT3D BY TRH SORSTARY OF HEALTH
IDUOATION, AND WELFARE

(Section 818 of the Bill)

Pmeent lw.--On January 28, 1975, the committee directed the staff
to undertake a study of the supp etal security income program.
In undertaking that study, the staff had as its point of reference the
enacted statute and the expressed legislative intent underlying the
statute. In its report of April 1977the staff identified two areas in
which it concluded that the Department of Health, Education, and
Welfare had particular policy and procedural problems which needed
to be addressed bythat Department in a comprehensive way. First, the
staff study found that manpower needs have been poorly ames with
the result that the quality of SSI administration has been seriously be-
low congressional expectations. Second, it found that HEW policy
formulation procedures and practices were such that policies had been
adopted which were at variance with law and expressed congresional
intent in a number of areas.

Comnitte proviion.-The committee amendment would require
the Secretary to report to the Congress by April 1, 1978:

1. The estimated manpower needs of the Social Security AdmiiMs-
tration for fiscal years 1979, 1980, and 1981. The report is to include
a description of all assumptions underlying the estimates a discus-
sion of the administrative goals which SSA has established for those
years, and a projection of the personnel needed to conduct full annual
(or, where appropriate, more frequent) redeterminations of all indi-
viduals receiving SSI.

2. Plans and recommendations for restoring the statutory integrity
of the SSI program, based on a review of SSI policies and of statute
and legislative history, with particular reference to the policy issues
raised in the staff report. The Secretary's report is to outline the steps
the Department will take to bring the SSI program into compliance
with the law, and recommended legislative changes in any areas in
which the Department determines that compliance with existing law
is not possible or desirable. .

The committee notes that, in this amendment, it is raising serious
questions as to the validity under the statute of significant elements
of administrative policy. A serious study of these areas is called for
and not simply a defensive assertion of broad secretarial discretion.

D. FucAi R*Muz FOR STATE AND LOCAL WELFARE Costs

(Section 401 of the Bill)

Prent law.-The AFDC statute provides Federal matching of
State AFDC cash maintenance payments at a rate of 50 to 83 percent,
depending upon the State's per capita income. Overall, on a nation-
wide basis, the Federal Government provided about 54 percent of the
funds for AFDC payments in fiscal year 1976, and the States and local-
ities provided about 46 percent.
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Between 1973 and 1977, -the cost of the AFDC programto States
and localities increased from about $3.4 billion to $5.2 billion, or about
a 52-percent increase. In that same period the costs to States and local.
ities of the. AFDC, supplemental security income, social service ,
medicaid and moral assistance programs combined grew from $10.8
billion to neaTIy $17.8 billion, or a 62-percent increase.

These statistics testify to the burden of the major welfare programs
on State and local governments, a burden which has reached disturb-
ing proportions, -especially in certain areas of the country. The table
below shows the distribution of expenditures for AFDC payments for
each State:



TABLE 9.-AID TO FAMILIES WITH DEPENDENT CHILDREN (AFDC), TOTAL MAINTENANCE
ASSISTANCE PAYMENTS, FISCAL YEAR 1976

Total payments
computable for

State Federal funding Federal funds
(unadjusted) Local funds State funds

Percentage

Federal Local
funds funds

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

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

Georgia ...........................
G uam I ...........................
H aw aii ............................
Idaho .............................
Illinois ............................

Indiana ...........................
Iowa ...........................
Kansas ...........................
Kentucky .........................
Louisiana .........................

M aine ............................
M aryland .........................
Massachusetts ...................
M ichigan .........................
M innesota ........................

$61,864,423
13,457,182
33,977,273
50,159,256

1,424,692,553

83,227,441
131,786,271
23,649,023
91,865,652

120,436,323

122,679,985
1,511,650

64,632,077
19,796,706

720,065,139

115,583,003
98,783,931
67,602,756

132,730,945
98,429,037

46,662,236
154,441,383
415,121,135
746,719,100
156,149,764

$46,923,718
6,623,664

18,895,181
37,418,805

712,346,276

45,517,087
65,893,135
11,824,511
45,932,825
68,315,478

90,120,035
755,825

32,316,039
13,497,394

358,715,572

66,425,552
56,435,260
36,519,009
94,730,076
71,272,467

32,943,539
77,220,692

207,560,568
373,359,550
88,757,624

..... $253580487

16,700,968
....................

.............. e....

............. e.....

....................

...... e............

....................

........... e.......

........... e........

.. l.............

20,351,153
...... e............

..... e.............

...... e.,.......

........- ee.......

4,413,052

29,087,774

$14,940,705
6,833,518

15,082,092
12,740,451

458,765,790

21,009,386
65,893,136
11,824,512
45,932,827
52,120,845

32,559,950
755,825

32,316,038
6,299,312

361,349,567

28,806,298
42,348,671
31,083,747
38,000,869
27,156,570

13,718,697
72,807,639

207,560,567
373,359,550
38,304,366

State
funds

75.8
49.2
55.6
74.6
50.0

54.7
50.0
50.0
50.0
56.7

73.5
50.0
50.0
68.2
49.8

57.5
57.1
54.0
71.4
72.4

70.6
50.0
50.0
50.0
56.9

0
0
0
0

17.8

20.1
0
0
0
0

17.6
0
0
0
0

0
2.9
0'

18.6

24.2
50.8
44.4
25.4
32.2

25.2
50.0
50.0
50.0
43.3

26.5
50.0
50.0
31.8
50.2

24.9
42.9
46.0
28.6
27.6

29.4
47.1
50.0
50.0
24.5



M ississippi ... ..................
Missouri ........................
M ontana .......................
N ebraska .........................
N evada ...........................

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

North Dakota .....................
O h io ..............................
O klahom a ......................
O regon ..........................
Pennsylvania ....................

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

T exas .............. ...
U tah .................
Verm ont...............
Virgin Islands
V irginia ................

Washington.
West Virginia..
Wisconsin
Wyoming .

32,017,66:
140,017,934

12,786,884
28,780,341
10,317,578

23,673,4 0
426,793,857

32,125,612
1,563,184.768

123,St&, 145

13,122,019
446,319,654
65,506,367

113,521,471
650,945,260

24, 17 1,22
51,270,478
46,352,487
20,140,672
85,756,646

137,686,030
35,237,274
26,538,100

1,849,649
138,678,345

160,546,774
52,466,290

210,875,774
4,900,181

26,'-04.646
85,774,453
8,082,589

15,4,4,096
5,158,789

14,270,380
213,396,928
23,544,860

766,768,978
84,281,786

7,556,970
242,753,261
44,164,394
67,023,078

360,558,579

12,085,960
28, 3455
35,670,249
13,540,573
62,722,396

100,157,072
24.680,187
18,528,902

c24,824
80,904,947

86,-45,728
37,671,723

126,335,680
2,986,169

1,008,552

6,700
52,226,857

428,746,351
V),711,1q4

1,044,- 4 i

1,165

1,462,344

684,505

5,513,016
54,243.41- 1

3, e)J 5,743
12,782,245
5.158,78'

9.396,410
161,170,072

8,580,752
367,66- 439

1: .5-46,165

4,520,057
203,566,393

21, -41,73
46,497,228

290,386,681

12,085,962
22,277,023
10,682,238
6,600,099

23.034,250

37,528,958
10,557,087
8,009, 1 8

-- 4,825
56,311,054

74,301,0A6
14,794,567
84,540,094

1,229,507

9,675,496,908 5,257,605,534 829,026, D 4 3,588,865,280

The sum of $755,825 was reported by Guam as a local expenditure;
but is reported here as a State (territorial) expenditure. Adjustments have
t,een made for errors in the printed report.

Source: Office ot Financial Management. Division of Finance. Fiscal year
1976 State expenditures for public assistance programs approved under
titles I. IV-A, X. IV. XVI, XIX, XX of the Social Secu,#., Act. (SRS) 77-04023.
This report is compiled Trom State expenditure reports submitted quarterly
by St' teE.

82.8
61.3
63.2
55.6
50.0

60.2
50.0
73.3
4 ".1
68.0

57.6
54.4
67.4
59.0
55.4

50.0
56.5
77.0
67.2
73.1

72.7
70.0
70.0
50.0
58.3

53.7
71.8
59.9
60.-

0
0
7.9
0
0

12.2
0

27.4
16.0

8.0
0
0

0

0
0
0
0
1.1

0
0
0

14.0

17.2
38.7
28.9
44.4
50.0

39.7
37.8
26.7
23.5
16.0

34.4
45.6
32.6
41.0
44.6

50.0
43.5
23.0
32.8
26.9

27.3
300
30.0
50.0
40.6

46.3
28.2
40.1
25.1

Total 54.3 8.6 37.1
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Committee provision.-The committee bill includes a number of
provisions which. over the long term, should assist the States in bring-
ing their welfare costs under greater control. The committee is con-
vinced, however, that in tlhe meantime State and local governments
should be given some immediate relief from their fiscal burden.

Since one of the major elements of State and local welfare costs is
the AFDC program, the committee bill provides that half of the $1
billion fiscalrelief payment would be allocated among the States in
the same proportion as AFDC expenditure. for'December 1976. How-
ever, State and local welfare costs also arise from a variety of other
programs which provide assistance and services to the needy. The
distribution of costs under these other programs does not necessarily
follow the same pattern as AFDC. The committee believes it can most
appropriately recognize other elements of the welfare burden on States
and localities by utilizing the general revenue sharing formula for
allocating the other half of the $1 billion. The committee recognizes
that States and local governments have been led to expect that the
Federal Government would provide them with some fiscal relief from
their welfare costs. The committee believes that the amount provided
in this bill represents a significant step in this direction. taking into
account the needs of the States and localities as well as the fiscal
situation of the Federal Government.

Although the amount of fiscal relief provided in fiscal year 1978
by the amendment would be less than 10 percent of State and I:.cal
expenditures for AFI)(' in 1978, the committee believes that the
amount represents a reasonable comy)romiso between the needs of
the States and localities and the fiscal limitations of the Federal Gov-
ernment. The committee also believes that the provisions which relate
a portion of the money to be paid to the States and localities (in 1979)
to improvements in AFDC error rates represent sound public policy.
The committee provisions give the States a strong incentive to improve
the administration of their programs and to assure that those ne-dy
persons who are most in need of help are indeed the persons who will
receive it.

Over 1l, the committee amendment makes available up to $1 billion
in additional Federal funding. This one-time provision would man-
date payments in two installments. The funds would be distributed
according to a formula in which half of the allocation would be based
on December 1976 AFDC costs and half would be based on the revenue
sharing formula. The first installment would be paid as promptly as
possible after October 1, 1977, and would total $500 million. Another
amount, up to $500 million, would be payable as of October 1, 1978.
For a State to receive its full share of the October 1, 1979 payment.
however, it would have to demonstrate that it .had reduced its AFDC
payment. error rate to 4 percent or less for the second period of Jan-
uary-June 1978. States which had not reached a 4-percent or less pay-
ment. error rate during this quality control sampling" period would
be entitled to some payment, depending on the degree of their progress
toward the 4-Dercert. rate since the base period. The State could select
the base period which would be most advantageous to it, either the
July-December 1974 or the January-June. 1975 quality control meas-
urement period. If, for example, a State had a 10-percent error rate
in the base period and had reduced that error rate to 6 percent as of
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January-June W978, the State would reiv' a payment on October 14
1078, equal to two-thirds of the fiscal relief payment it had received
on October 1, 1977-since it had progressed t-wo-thirds of the way
toward the 4-percent goal.

Although in most States the cost of the non-Federal share of AFDC
is borne entirely by the State, a number of States require substantial
contribution by localities to the cost of the program. Itates reporting
locad contributions ranging from 1 to 27 percent of the cost of AFDC
maintenance payments in fiscal year 1976 include: California, Colo-
rado, Indiana, Maryland, Minnesota, Montana, New Jersey, New
York, North Carolina, North Dakota, Virginia, and Wyoming. Locali-

ties in these States can expect to benefit from the provision in the com-
mittee bill which requires the States to pass the fiscal relief through
to localities in any case where localgovernments..pa.y part of the pro-
gram's costs. However, States would not be required to pass through
an amount in excess of 90 percent of the AFDC costs for which the
local government was otherwise responsible.

Although the fiscal relief provisions of the committee bill would
be computed under a formula related in part to the AFDC program
and would be provided to the States in the form of increased funding
for that program, the committee wishes to make clear that it views
these provisions as an attempt to provide some relief for the overall
welfare burden faced by the States. That burden falls not only on
the AFDC program but also in the areas of aid to the aged, blind,
and disabled in States which supplement the SSI program, in general
assistance, and in programs of social and child welfare services.

The committee is aware that the administration intends to r-hange
the quality control periods to correspond more closely with the new
Federal fiscal year. It expects, however, that sufficient data will be
collected to provide quality control findings for the January-June
1978 period even though that period may overlap with the new fiscal
year sampling period of April-September 1978.

Table 10 shows how the fiscal relief payment under the bill would be
distributed among the States.



TABLE 10.- FISCAL RELIEF FOR STATES UNDER COMMITTEE BILL
(Dollars in thousands]

Percentage
distributionState

State fiscal
relief

payment,
October 1977

Error rate in cash payments

July-
December

1974

January-
June
1975

(percent)

July-
December

1976

Percent
progress

toward
4 percent
error rate

Share of
October 1978

already
achieved

Alabam a .................
A laska ...................
A rizona ..................
Arkansas .................
California .................

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

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

Indiana.....
Iowa........
Kansas......
Kentucky...
Louisiana....

1.2
.2
.7
.7

13.5

1.0
1.3
.3
.6

2.1

1.6

.3
6.2

1.6
.1
.8

1.5
1.6

$5,829
989

3,494
3,663

67,501

4,734
6,603
1,398
3,222

10,565

7,855
126

3,043
1,368

31,068

8,119
5,209
4,005
7,607
8,011

11.2
11.2
17.5

5.3
9.2

10.5
8.7

16.1
17.0
16.2

18.4
11.4
4.9

23.8

6.7
11.9
15.5
9.3

12.2

8.6
9.4

18.0
6.7
8.4

10.0
9.1

18.3
18.6
12.7

18.3

13.4
6.0

19.0

4.5
12.0
13.8
11.1

7.4

6.0
12.5
12.4
7.3
4.7

7.5
7.6
9.5

19.8
7.0

12.2

9.'4
3.8

12.1

2.3
11.0

5.6
6.2
8.5

72.2
40.0

..86.5

46.2
29.4
61.5

75.4

43.1
42.6

100.0
59.1

100.0
12.5
86.1
69.0
45.1

$4,209

1,397
58,388

2,187
1,941

860
7 ,966

3,386
.1296

1,368
18,361

8,119
651

3,448
5,249
3,613



M a ine ....................
M aryland ................
Massachusetts ...........
M ichigan .................
M innesota ...............

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

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

North Dakota..........
O h io ....... ..............
Oklahom a ................
O regon ...................
Pennsylvania.........

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

See footnote p. 72.

.5
1.8
3.8
5.6
1.7

.9
1.7
.2
.4
.2

.3
3.7

.5
14.2
1.9

.2
4.2

.9
1.2
6.0

.2

.5

.9

.2
1.3

2,622
8,742

19,176
28,132

8,613

4,374
8,369
1,194
2,197

831

1,307
18,585
2,464

70,750
9,366

880
20,861
4,618
5,932

30,055

1,202
2,420
4,455
1,220
6,617

11.7
20.1
17.9
14.7
11.8

5.3
13.7
14.4
16.6

.4

24.1
8.2
6.3

21.7
11.9

2.0
15.9
3.5
8.3

13.6

16.2
9.8

12.5
5.7

12.7

16.4
17.7
19.8
13.7

7.9

5.3
11.2
21.7

8.7
.5

15.3
6.7
6.0

15.4
7.9

.8
17.7
3.5
8.1

13.3

12.6
7.9
9.9
9.9
2.5

11.6
11.5
12.0
9.2
5.8

9.2
10.5
13.3
6.9

.5

8.5
5.4
5.4

12.1
6.7

3.4
11.3

3.1
7.9
9.3

8.9
3.8
8.5
8.5
5.3

38.7
53.4
49.4
51.4
76.9

330.. ..
47.5
77.0

100.0

77.6
66.7
39.1
54.2
65.8

70.0
46.7

100.0
9.3

44.8

59.8
100.0
47.1
23.7
85.1

1,015
4,668

,473
14,460
6,624

2,762
567

1,692
831

1,014
12,396

963
38,346
6,163

616
9,742
4,618

552
13,465

719
2,420
2,098

289
5,631



TABLE 10.-FISCAL RELIEF FOR STATES UNDER COMMITTEE BILL

[Dollars in thousands]

Percentage
State distribution

State fiscal
relief

payment, De
October 1977

Error rate in

July-
cember

1974

cash payments (percent)

January-
June
1 c475

July-
December

1C76

Percent
progress

toward
4 percent
error rate

Share of
October 1978

already
achieved

T exas ....................
U tah . ....................
Verm ont .................
Virgin Islands ............
V irg inia ..................

W ashington ..............
West Virginia .............
Wisconsin...........
W yom ing .................

Total ....

3.1
.5
.3

1.5

.7
2.3

.1

100.0

15,548
2,310
1,291

87
8,486

7,292
3,570
11,461

583

7.7
8.4
7.9

12.8
9.0

6.4
5.5
7.7

11.9

5.1
10.6
9.2

21.1
7.5

5.5
4.5
9.0
9.0

5.4
8.1
6.7

16.4
6.4

5.4
4.9
3.9
4.0

62.2
37.9
48.1
27.5
52.0

41.7
40.0

100.0
100.0

500,000

9,670
876
621
24

4,413

3,041
1,428

11,461
583

295,680

*Less than .05 percent.

-Continued
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E. PROVISIONS RATzp TO TiH ADMINiSTRATiON OF THY, PROGRAM OF
AM TO FAMIES Wrir DEPENDENT CHILDREN

QUALITY CONTROL AND INCENTIVES TO REDUCE ERRORS

(Section 501 of the Bill)

Background.-For at least the last 25 years there has been recogni-
tion at the Federal level of the need for a program to reduce errors in
the Federal-State public assistance programs. "Quality control" tech-
niques were first used on a limited basis in 1952. However, at that time
they were limited to periodic Federal reviews of samples of case rec-
ors. No verification was made of the information in the case file, and
full field investigations were not part of the system. As the result of
a nationwide study in the early 1960's that indicated widespread in-
eligibility in some States, the Department of Health, Education, and
Welfare developed a new and expanded quality control system to be
implemented by January 1964 in all States for all public assistance
programs. However, this new system produced little in the way of
results, and the quality control program underwent major revision
again in 1970. Basic changes made at that time included the use of
field investigations, requirements on States for reporting of results,
the establishment of acceptable error levels, and implementation of cor-
rective actions. The 1970 revision in fact set into place most of the
features that are part of the current quality control program. They
did not include any provision for fiscal sanctions or penalties for States
which failed to meet the designated tolerance level error rates. Only
corrective action was required.

Both the States and the Department of Health, Education, and Wel-
fare showed a lack of initiative in unplementing the new system. The
Department delayed in hiring a Federal quality control staff, and
there was a parallel delay in the development of State staffs. The rea-
son most frequently cited for the delay in the implementation of the
1970 quality control system has been that, at the Federal level at least,
interest was concentrated on "welfare reform" efforts, with the view
that a new system would make quality control obsolete. However, in
1973 HEW issued a new set of quality control regulations for AFDC.
They differed from the 1970 rules in one major aspect-they set forth
a procedure by which the Department would not match portions of
Sta -e claims for AFDC payments based on the extent to which the
State's error mtes exceeded the acceptable Federal tolerance levels.
These levels were set at 3 percent for ineligible cases, 5 percent for
overpaid c , and 5 percent for underpaid cases.

The legislative authority cited by the Department for its quality
control program is in the following sections of the Social Security Act:

"Sec. 402. (a) A State plan for aid and services to needy fami-
lies with children must-

... (5) provide such methods of administration . . . as are
found by the Secretary [of Health, Education, and Welfare] to be
necessary for the proper and efficient operation of the plan . . .

"Sec. 403. (a) From the sums appropriated therefor, the Secre-
tary of the Treasury shall pay to each State which has an ap-

provedplan for aid and services to needy families with chil-
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"... (1) ... an amount equal to [specific proportions] of the
total amounts expended... as aid to families with dependent
children under the State plan ...

"Sec. 1102. The Secretary of the Treasury, the Secretary of La-
bor, and the Secretary of Health, Education, and Welfare, respec-
tively, shall make and publish such rules and regulations, not
inconsistent with this Act, as may be necessary to the efficient
administration of the functions with which each is charged under
this Act."

The error measurement and corrective action components of the
quality control program which rest on the above authority have not
been questioned. As was stated in the May 1976 Federal district court
decision (Maryland v. Mathew), "plaintiffs assert that they do not
question HEWs right to set quality controls." However, the legality
of the "disallowance" or "fiscal sanction" provision for limiting Fed-
eral matching with respect to State claims7has been challenged. In the
above cited case the judge ruled that "under the Secretary's rulemak-
ing owner to assure the efficient administration of the [Social Security
Act], it can be concluded that a regulation establishing a withholding
of Federal financial participation m a specified amount set by a toler-
ance level is consistent with the Act." However, the remainder of the
decision invalidated the disallowance regulations based on the unrea-
sonableness of the "tolerance levels" used in determining the extent of
any disallowance. As a result of the court decision, fiscal sanctions have
never been applied and are no longer a part of the Federal quality
control regulations.

Despite the controversy that has existed in the last few years over
the penalty aspects of the quality control program, the committee be-
lieves that the program has been responsible for significant reductions
in State AFDC error rates since 1973. The national average has fallen
from a 42.6-percent case error rate and a 16.5-percent payment error
rate for the period April-September 1973 to a case error rate of 23.2
percent and a payment error rate of 8.5 percent for July-December
1976. Tables 11 and 12 show these changes in error rates for each State.



TABLE 11.-AFDC-CHANGE IN CASE ERROR RATES, JULY TO DECEMBER 1976 OVER APRIL TO SEPTEMBER 1973'

Cases with errors as a percent of total cases

Combined

State

U.S. average 2

Alabam a ...........
Alaska ............
A rizona ................

Arkansas ...............
California ...........

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

Georgia
Hawaii
Idaho.
Illinois.....
Indiana

Iowa.......
Kansas.....
Kentucky
Louisiana.....
M (laine

April to
Septem-

ber
1973

42.3

33.5
37.5
42.9
16.6
34.1

26.8
30.9
55.5
39.8
46.2

44.2
31.3
23.0
60.9
34.0

39.6
45.4
48.5
41.3
15.2

July t')
Decem-

ber
1976

23.2

17.0
26.3
26.5
23.2
17.1

17.1
20.0
38.0
45.0
15.7

24.1
33.2
22.9
27.4

7.8

30.1
17.3
17.5
18.1
29.2

Percent
change

-49.3
-28.5
-38.2
+39.8
-49.9

-36.2
-35.3
-31.5
+13.1
-66.0

-45.5
+6.1

-. 4
-55.0
-77.1

-24.0
-61 . ,
-63.9
-56.2
+92.1

Ineligible Eligible but overpaid

April to July to
Septem- Decem-

ber
1973

10.6

10.2
17.9
8.9
2.2
8.4

3.q
6.9

15.5
10.7
10.1

7.5
4.6
5.8

12.5
8.4

10.4
10.3
10.1
14.8
4.6

ber Percent
1976 change

5.3

3.7
9.8
8.6
4.4
2.5

5.2
4.9
6.4

15.0
4.0

8.7
5.8
1.3
7.1

.9

7.9
3.1
3.9
5.8
6.2

-50.0

-63.7
-45.3

-3.4
+100.0

-70.2

+33.3

-58.7
+40.2
-60.4

+16.0
+26.1
-77.6
-43.2

- _.3

-24.0
-69.9
-61.4
-60.8
+34.8

April to July to
Septem- Decem-

ber
1973

23.7

13.4
13.8
25.8
7.1

17.8

16.2
18.,-
31.5
25.4
26.3

25.9
20.6
15.3
37.7
20.7

21.0
26.0
29.8
21.1
9.0

ber Percent
1976 change

13.1 -44.7

8.2
13.0
13.1
11.8
9.8

10.1
10.7
13.2
23.2

9.1

11.0
23.1
12.1
17.8

5.0

18.0
11.2
9.7
9.8

18.6

-38.8
-5.8

-49.2
+66.2
-44.9

-37.7
-43.4
-58.1

-8.7
-65.4

-57.5
+12.1
-20.9
-52.8
-75.8

-14.3
-56.9
-67.4
-53.6

+106.7

Eligible but underpaid

April to July to
Septem- Decem.

ber
1973

8.1

9.9
5.8
8.2
7.3
7.9

6.7
5.1
8.5
3.6
9.8

10.9
6.1
1.9

10.8
5.0

8.2
9.2
8.6
5.4
1.6

ber P'rcent
1976 change

-39.5

-48.5
-31.0
-41.5

-5.5
-31 2

-71.6
-15.7

+116.5
+86.1
-72.4

-- 59.6
-27.9
-400.0
-76.9
-62.0

-47.6
-66.3
-55.8
-51.9

+175.0

4.

5.1
4.0
4.8
6.9
4.8

1.9
4.3

18.4
F7
2.7

4.4
4.4
9.5
2.5
19

4.3
3.1
3.8
2.6
4.4

See footnotes on p. 77.



TABLE 11.-AFDC-CHANGE IN CASE ERROR RATES, JULY TO DECEMBER 1976 OVER APRIL TO SEPTEMBER 1973 -Continued

Cases with errors as a percent of total cases

ComP1bined

April to
Septem-

ber
1973State

M aryland ..............
Massachusetts.......
M ichigan. .............
M innesota ..............
Mississippi........

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

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

53.4
54.4
33.6
46.8
17.5

26.9
36.1
20.6
16.9
60.9

31.4
21.2
61.6
48.1
12.9

July to
Decem-

b(-r
197f)

29.1
28.6
31.0
15.7
24.1

22.1
23.4
21.3

2.5
32.5

20.4
16.4
35.7
23.8
13.4

Percer
chang

April to
Septem-

it ber
e 1973

-45.5
-47.4

-7.7
-66.5
+37.7

-17.8
-35.2

+3.4
-85.2
-46.6

-35.0
-22.6
-42.0
-50.5

+3.9

Ineligible

July to
Decem-

ber
1976

14.7
10.8
6.3
7.0
2.8

7.6
10.3

7.6
2.(-

12.7

4.9
4.3

18.2
7.9

7.6
8.2
4.5
3.8
6.8

Eligible but overpaid

Perce n t
change

-48.3
-24.1
-28.6
-45.7

+ 142.9

7.1 -6.6
3.6 -65.0
4.3 -43.4

-100.0
4.4 -65.4

2.7
3.5
8.1
3.0
3.3

-44.9
-18.6
-55.5
-62.0

(1)

April to
Septem.

tber
11)73

28.5
30.6
21.7
27.7

8.8

14.8
20.6
11.6
8.5

40.6

21.1
I 1.1)
33.0
21.6

8.3

July to
Decem-

ber
1976

15.9
17.8
19.2
8.8

11.8

10.2
15.2

9.5
1.9

18.6

12.6
8.8

17.8
13.6
7.7

Percent
change

-44.2
-41.8
-11.1-)
-68.2
+-34.1

-31.1
-26.2
-18.1
-77.6
-54 d2

-40.3
-26.1

4--1 1
-37.0

-7.2

Eligible but underpaid

April to July to
Septem- Decem-

ber ter Percent
1973 1976 change

10.2
13.1
5.5

12.0
5.9

4.4
5.2
1.4
5.8
7.5

5.3
5.0

10.4
18.6
4.6

5.7
2.7
7.3
3.2
5.

4.5

7.5
.6

9.5

5.1
4.1
9.8
7.2
2.4

-44.1
-79.4
-+ 32.7
-73.3

-5.1

+ P.1
-13.5

+435.7
-89.7
+26.7

-3.8
-18.0

-5.8
-61.3
-47.8



O hio ...............
Oklahoma .... ......
Oregon ............
Pennsylvania ...........
Puerto Rico..........
Rhode Island .......
South Carolina
South Dakota .......
Tennessee ...........
Texas.......

Utah..
Vermont
Virgin Islands
Virginia..........
Washington.......

West Virginia
W isconsin ..........
Wyoming

I Based on reviews of statisticaIly reliable samples of approximately 45.000
cases in each 6-mo reporting period from an average national caseload of
3.400,000 families. Data were computed by a statistical regression method
and may, therefore, differ from those previously shown.

2 Weighted average.
3 Weighted average.3 Not computable.

Source: U.S. Department of Health. Education, and Welfare.

1.6
20.5
25.1
51.6
44.0
30.4
47.4
20.7
30.9
30.8

24.4
42.2
35.5
52.1
18.9

23.0
38.7
32.2

20.7
7.3

27.1
25.4
26.0
15.7
24.9
21.1
17.9
10.4

16.4
26.4
26.7
20.0
17.4

13.2
19.1
14.2

- -4.9
-64.4

+8.0
-50.8
-40.9
-48.4
-47.5

+1.9
-42.1
-66.2

-32.8
-37.4
-24.8
-61.6
-7.9

-42.6
-50.6
-55.9

14.2
4.1
6.3

17 .
16.4
5.6
9.7
3.1
9.7

10.4

6.8
9.1
5.8
7.0
5.4

67
4.7
8.5

7.8
1.2
3.8
5.8
4.7
2.6
4.6
3.3
5.3
3.6

5.3
2.9

11.3
4.3
3.4

2.9
2.6
3.2

-45.1
-70.7

-97
-67.6
-71.3
-53.6
-52.6

+6.5
-45.4
-tn.4

-22.1
-b - 1
+94.8
-38.6
-37.0

-56.7
-44.7
-62.4

29.5
13.5
16.9
26.7
19.9
20.3
26.7
14.9
14.3
16.9

13.6
27.2
15.2
29.3
10.8

12.4
18.9
14.6

10.7
4.7

17.3
16.8
144
8.5

13.6
12.0
8.6
5.1

7.2
20.2
8.7

10.4
11.3

8.0
10.8
7.1

-63.7
-65.2
+2.4

-37.1
-27.6
-58.1
-49.1
-19.5
-39.9
-69.8

-47.1
-25.7
-42.8
-64.5

+4.6

-35.5
-42.9
-51.4

8.0
2.9
1.8
7.0
7.7
4.6

11.0
2.6
6.9
3.5

3.9
6.0

14.5
15.9
2.7

3.9
15.0

9.1

2.2
1.4
5.co
2.9
7.0
4.6
6.7
5.9
4.0
1.7

3.9
3.4
6.7
5.3
2.8

2.2
5.8
3.9

-72.5
-51.7

+227.8
-58.6

-9.1

- 3 4.1
+ 126.9

-42.0
-51.4

-43.3
-53.8
-66.7

+3.7

-43.6
-61.3
-57.1



TABLE 12.-AFDC-CHANGE IN PAYMENT ERROR RATES, JULY TO DECEMBER 1976 OVER APRIL TO SEPTEMBER 19731

Amount of payment errors as a percent of total payments
Ineligible and eligible overpaid Ineligible Eligible but overpaid Eligible but underpaid

April to July to April to July to April to July to April to July to
Septem- Decem- Septem. Decem. Septem. Decem- Septem. Decem-ber bar Percent bar bar Percent bar bar Percent bar bar PercentState 1973 1976 change 1973 1976 change 1973 1976 change 1973 1976 change

U.S. average 2.... 16.5 8.5 -48.5 9.1 4.6 -49.5 7.4 3.9 -47.3 1.5 .9 -40.0

Alabama.............. 15.1 6.0 -60.3 9.6 2.9 -69.8 5.5 3.1 -43.6 6.5 1.4 -78.5Alaska .................. 23.1 12.5 -45.9 15.9 9.3 -41.5 6.4 3.2 -50.0 .9 .8 -11.1
Arizona ................. 15.3 12.4 -19.0 7.5 8.2 +9.3 7.7 4.2 -45.5 1.5 1.2 -20.0
Arkansas ............... 3.6 7.3 +102.8 1.8 3.2 +77.8 1.8 4.1 +127.8 1.9 2.2 +15.8
California ............... 12.3 4.7 -61.8 6.9 2.2 -68.1 5.4 2.5 -53.7 1.4 .8 -42.9

Colorado ................ 7.3 7.5 +2.7 2.3 4.1 +78.3 5.1 3.3 -35.3 1.3 .4 -69.2
Connecticut ............ 10.8 7.6 -29.6 5.6 4.4 -21.4 5.2 3.2 -38.5 1.1 .6 -45.5
Delaware ............... 19.6 9.5 -51.5 9.9 6.5 -34.3 9.7 3.0 -69.1 1.5 2.8 +86.7District of Columbia .... 18.0 19.8 +10.0 9.8 12.7 +29.6 8.2 7.1 -13.4 .4 1.1 +175.0
Florida .................. 18.8 7.0 -62.8 7.9 3.8 -51.9 10.9 3.2 -70.6 2.5 .7 -72.0

Georgia ................. 14.9 12.2 -18.1 5.1 7.6 +49.0 9.8 4.6 -53.1 2.8 1.1 -60.7Hawaii .................. 11.2 9.4 -16.1 4.6 5.9 +28.3 6.7 3.5 -47.8 1.3 .6 -53.8
Idaho ................... 9.9 3.8 -61.6 6.3 .4 -93.7 3.6 3.4 -5.6 .3 .9 +200.0
Illinois .................. 22.4 12.1 -46.0 10.9 5.2 -52.3 11.5 6.9 -40.0 1.3 . .7 -46.2
Indiana ................. 13.2 2.3 -82.6 7.1 .7 -90.1 6.0 1.6 -73.3 1.0 .2 -80.0

Iowa .................... 15.7 11.0 -29.9 8.3 6.2 -25.3 7.3 4.7 -35.6 1.7 .6 -64.7
Kansas ................. 15.3 5.6 -63.4 8.5 2.6 -69.4 6.7 3.0 -55.2 1.7 .6 -64.7
Kentucky ............... 18.3 6.2 -66.1 7.9 3.2 -59.5 10.4 3.0 -71.2 1.1 .5 -54.5
Louisiana ............... 21.2 8.5 -59.9 13.6 5.0 -63.2 7.6 3.6 -52.6 1.1 .5 -54.5
Maine .................. 7.1 11.6 +63.4 4,1 5.8 +41.5 3.0 5.8 +93.3 .5 .7 +40.0

Maryland............... 23.0 11.5 -50.0 13.1 6.6 -49.6 9.9 4.8 -51.5 2.0 1.2 -40.0Massachusetts......... 15.9 12.0 -24.5 8.5 7.6 -10.6 7.4 4.4 -40.5 .9 .6 -33.3
Michigan........... 11.4 9.2 -19.3 5.9 4.3 -27.1 5.4 4.8 -11.1 .7 .8 +14.3



5.8 -38.3 5.0 3.4 -32.0
Mississippi ..........

Missouri..
Montana..
Nebraska.
Nevada .
New Hamp

5.2

. . ............ 12 .3
............... 16.9
.............. 8.6

..... .. 3.5
psh1re .... 21.4

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

O hio ... . .....
Oklahoma ....
Oregon
Pennsylvania
Puerto Rico
Rhode Island.
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virgin Islands
Virginia
Washington

West Virginia.
Wisconsin
Wyoming

9.4
6.5

26.5
13.2
2.1

21.7
8.1

10.5
24.6
22.9
10.7
17.3
7.7

12.9
15.2

9.4
17.9
9.4

14.9
8.0

10.2
7.3

11.3

(.2 +76.9

10.5
13.3
6.9

.5
8.5

5.4
5.4

12.1
f-,7
3.4

11.3
3.1
7.9
9.3
8.9
3.8
8.5
5.3
8.6
5.4

8.1
6.7

16.4
6.4
5.4

4.9
3.9
4.0

-14.6
-21.3
-19.8
-85.7
-60.3

-42.6
-16.9
-54.3
--- 4 .2

+61.9

-47.9
-61.7
-24.8
-62.2
-61.1-64.5
-50.9
-31.2
-33.3
-64.5

-13.8
-62.6
+74.5
-57.0
-32.5

-52.0
-46.6
-64.6

2.0

6.8
7.8
5.4
1.5

10.0

4.0
2.5

16.4
6.6

11.5
3.0
6.0

16.4
14.6
4.1
8.7
2.3
8.2
8.7

6.0
10.0
4.2
5.3
5.2

6.4
4.2
7.4

4.6 + 130.0

7.1 +44
3.9 -50.0
3.4 -37.0

-100.0
4.0 -60.0

-50.0
+36.0
-56.1
-60.6

(1)

-36.5
-66.7
-40.0
-67.1
-74.0
-61.0
-62.1

-8.7
-40.2
-60.9

-15.0
-86.0

+171.4

-50.0

-70.3
-50.0
-75.7

2.0
3.4
7.2
2.6
1.7

7.3
1.0
3.6
5.4
3.8
1 t)
3.3
2.1
4.9
3.4

5.1
1.4

11.4
3.6
2.6

1.9
2.1
1.8

44
3.2

5.5
9.0
3.2
2.0

11.4

5.4
4.0

10.1
6.5
2.1

10.2
5.1
4.5
8.2
8.4
6.6
8.6
5 -

4.7
6.5

3.4
7.8
5.2
9.6
2.8

3.8
3.1
3.9

2.4 -45.5
4.6 +43.7

3.4
9.4
3.5

.5
4.6

3.4
2.0
4.9
4.0
1.7

4.0
2.1
4.3
3. c

5.1
2.3
5.2
3.2
3.7
2.1

3.0
5.3
5.0
2.8
2.8

3.0
1.8
2.2

-38.2
+4.4
+9.4

-75.0
-59.6

-37.0
-50.0
-51.5
-38.5
-19.0

-60.8
-58.8

-4.4
-52.4
-39.3
-65.2
-39.5
-40.7
-21.3
-67.7

-11.8
-32.1

-3.8
-70.8

-21.1
-41.9
-43.6

See footnote 1. table 11.
See footnote 2, taL', 11.
Less than 0.05 percent.

' See footnote 3, table 11.

Source: U.S. Department of Health, Education, and Welfare.

M irinesota .............. 9.4 1.4
1.9

1.4
1.4
(3)
.9

1.3

.q (
1.2
1.6
3.9

.7

1.0
.6
.7
1.0
2.7

.4
2.5

.3
1.9
1.1

.9

.7
1.7
2.7

.4

.1

1.5
1.9

.3
2.2

1.2
2.2
1.4

.1

.6

.7

.7
1.1
1.5

.2

.5
.4
.6
.5

2.0
.5

1.7
.9

1.1
.4

.6

.2
2.9
1.4

.5

.3
1.1
1.0

-78.6
+15.8

-14.3
+57.1

(1)-88. 4
-53.8

-22.2
-41.7
-31.3
-61.5
-71 4

-50.0
-33.3
-14.3
-50.0
-25.9
+25.0
-32.0

+200.0
-42.1
-63.6

-33.3
-71.4
+70.6
-48.1
+25.0

-66.7-26.7
-47.4
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The committee believes that this progress can be continued, and
that with proper incentives the States can be encouraged to decrease
the number of errors in their AFDC caseload to more acceptable
levels. The committee notes that the General Accounting Office in
its recent report on the AFDC quality control program recommended
that legislation establishing an incentive for controlling payment
errors be enacted.

Committee Prmvisio.n-The committee amendment would establish a
modified version of the current AFDC quality control program as a
requirement of law to determine the level of case and dollar error rates
with respect to eligibility, overpayment, and underpayment of aid
paid under the approved State plan and case error rate with respect
to incorrect denials and terminations of aid. Instead of applying sanc-
tions on the States, the dollar error rates would be used as the basis
for a system of incentives, which would give the States motivation for
expanding their quality control efforts and improving program admin-
istration. Under the amendment States which have dollar error rates
of, or reduce their dollar error rates to, less than 4 percent but not
more than 3.5 percent of the total expenditures would receive 10 per-
cent of the Federal share of the money saved, as compared with the
Federal costs at a 4-percent payment error rate. This percentage would
increase proportionately as shown in the following table:

The State
would retain
this percent

of the
If the error rate is: Federal savings

At least 3.5 percent but less than 4 percent ............ 10
At least 3 percent but less than 3.5 percent ............ 20
At least 2.5 percent but less than 3 percent ............ 30
At least 2 percent but less than 2.5 percent ............ 40
Less than 2 percent ..................................... 50

The Secretary would bv regulations also require the States, begin-
ing April 1, 1978, to establish and administer a special performance
evalhration and corrective action system that would, using data already
available, identify operating units below the State level with excessive
error rates. The States would be required to make analyses and to
prescribe corrective action affectinir those operating units. Such anal-
yses would be made every 6 months until error rates were substan-
tially reduced. Cases in the samples are to be coded in such a way as to
enable analyzers to identify where and by whom the cases were handled
and the date the redetermination of eligibility was due to be made and
was made. These measures are. necessary to enable the administering
agencies to determine the specific sources, causes, and reasons for
errors. (However, no identifying information about State or local
employees is to be forwarded or maintained at the Federal level.)
Where such information is maintained at the State or local levels, it
would be used as a management tool for improving, prof.ram perform-
ance and not as a means of applying pressure on individual employees.

Full field investigations, including face-to-face interviews, are to be
conducted for each case in the State samples (except for negative case
actions) to independently establish and verify each element of eligi-
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bility and payment as of the review date. In addition, States would be
required to have corrective action plans and to take corrective action
on incorrect assistance determinations. There would have to be public
notice of error rates (including an analysis of causes and sources of
errors), and of actions taken or planned to be taken to correct system
weaknesses. Reviewers, including State reviewers, reviewers acUg as
agents of the Secretary or agents of the HEW Inspector General shall,
in order to assure the validity and intty of t quality control
system, have access at the State and local levels to all State and local
recordsrelating to public assistance, to recipients, and to third parties.

Findings of the quality control prormi would he- -- " be reported
by the States on a timely basis to the Inspector Generat of HEW and
to the program operating component. The program operating com-
ponent would be required to conduct a review in each State for each
6-month period using Federal quality control reviewers. If a State
repeatedly failed to submit its quality control findin within 2 months
(subject to the discretion of the Secretary) the qua ity control review
would be conducted by the Secretary with double the cost of the
review to be borne by the State.

Federal reviewers would review a subsample of the State sample,
and would be required to conduct a full field investigation of all cases
in the subsample (except that the Secretary may specify by regula-
tion categories of cases which will not require full field investigation).
They would also examine cases in the State's review of the previous
6-month period to determine whether appropriate corrective action
was taken. In computing payment error rates for purposes of State
quality control incentive payments the Secretary would use the point
estimate at the 95-percent confidence level of a statistical regression
formula applied to error rates obtained from both the Federal and
State data. Errors for this purpose would include errors involving
ineligibility and overpayments. All analyses and reports of case error
rates, however, would have to include negative case actions and cases
involving underpayments.

Under the amendment the Secretary would be required to provide
technical assistance to State administering units to assist them in
planning and operating their quality control programs, and in taking
followup corrective actions as necessary.

Under the amendment, the Inspector General would closely moni-
tor the operation and findings made under the quality control pro-
gram, the incidence and extent of fraud and abuse in the State AFDC
programs, and, as appropriate, recommend improvements in (or
alternatives to) the methods for identifying and determining fraud
and abuse, methods for identifying cases involving large dollar
errors, and methods of ascertainig- those administrative units which
have high dollar errors. The medicaid quality control program would
also be monitored by the Inspector General.

As under the present HEWregulation, titles I, X, XIV and XVI as
in effect in the case of the Commonwealth of Puerto Rico, the Virgin
Islands, and Guam would also be subject to quality control review.
At least twice a year, to coincide with the 6-month quality controlreview periods, the Secretary would be required to submit a report to
the Congress which would include a detailed analysis of the quality
control samples, errors, corrective actions taken, and a description of
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kinds and classes of errors from any prior period which have not been cor-
rected. Error rate findings and cost avoidance measures to be taken
are to be described in the quality control reports of the Secretary to
the Congress. The Secretary would also submit a report on the actions
of the Inspector General with respect to AFDC fraud and abuse and
with respect to his recommendations for improvements in the system.

RIECIPIEWNT IDFNTIFIOATION CARDS

(Sections 502 and 504 of the Bill)

Present law.--Under present law States are eligible to receive ,50
percent matching for the costs of issuing photo-identification cards
to AFDC recipients as part of their administrative procedures. Sev-
eral States and localities have adopted the use of these cards as a
means of identifying recipients in order to facilitate cashing of checks,
provide necessary protection to banks and businesses cashing checks
for welfare recipients, and minimize abuses by preventing forged en-
dorsements and unjustified claims for replacement checks. Experience
has shown that these cards can be issued in such a way as to assure
protection to the recipient, and to be cost-effective from the stand-
point of the welfare agency. In describing the photo-identification
system in New York, the Department of Health, Education, and Wel-
fare has stated: "In addition to assuring recipients that their checks
are cashed promptly upon proper identification, the system has been
instrumental in substantially reducing the problem of check reissu-
ances in New York City along with other steps taken to this end."

Committee provnision. -The committee believes that because of the
demonstrated advantages of use of the photo-identification system,
States and localities should be encouraged to adopt it for use in
circumstances in which they believe it would be beneficial. The com-
mittee amendment would therefore provide an increased level of
matching of 75 percent for costs incurred by a State or political
subdivision in issuing photo-identification cards.

In addition to the photograph and signature. of the caretaker rela-
tive for the recipient group, the cards would include other informa-
tion such as name, address, social security number, programs for
which eligible, issuance and expiration date and other data prescribed
bv the State. States would be allowed to make the issuance of a photo-
identification card a condition of AFDC eligibility. The committee
intends that the 75 percent matching be limited to the costs of issuing
the cards themselves and of any necessary photographic equipment
purchased after enactment to implement a photo-identification system.

MATCHING FOR ANTIFRAUD ACTIVITIES

(Sections 503 and 504 of the Bill)

Present law.--In fiscal year 1976 States reported 166,342 AFDC
cases in which there was a question of fraud sufficient to require in-
vestigation of the facts involved. This was 34 percent above the number
reported for 1974. Although data is too sketchy to conclude that there
has recently been any.significant increase in the incidence of fraud,
there has been increasing emphasis by the States on the prevention,
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deterrence, detection, referral for prosecution, and recovery of over-
paytments in cases involving questions of fraud. Despite this increased

activity on the part of the States, a number of problems have been
cited in State efforts to deal with welfare cases involving the question
of recipient fraud. The 1976 fiscal year report by the Department of
Health, Education, and Welfare on the "Disposition of Public As-
sistance Cases Involving Questions of Fraud states that "Lack of
staff has resulted in backlogs. One southern State reported that a staff
shortage in their Recovery Section during the fiscal year resulted in
8,000 cases pending review. Several States experiencing staff turnover
and a hiring freeze commented that lack of staff renders it difficult to
monitor or process cases where a question of fraud might exist." The
report states further that "Inadequate staffing is a major problem
plaguing the identification of cases which involve an intent to defraud,
and those which represent overpayments of illegal receipt of assistance.
It also affects the actual gathering of essential information for ap-
propriate preparation of information to prove fraud cases for pres-
entation to prosecuting attorneys Local law enforcement agencies also
suffer from staff shortages, resulting in complaints from some States
of inaction by county prosecutors on cases which Welfare Board
Officials feel should be prosecuted; of long time lapses between referral
to prosecuting offices and action taken on cases due to backlog of all
criminal cases; and of prosecutors placing a higher priority on the
prosecution of crimes other than welfare fraud because of a lack of
prosecutors."

In the past there has been little emphasis within the Department of
Health, Education, and Welfare on the need for State antifraud activi-
ties. For the most part, the initiative for such activities has come from
the State and local level. Aside from providing 50 percent matching
for antifraud activities as part of regular administrative expenses, the
Federal Government has played a very minor role.

Committee provisiom----The committee believes that the emphasis on
curbing fraud and abuse in welfare programs which has recently been
demonstratedd by the administration and by the Department of Health,
Education, and Welfare should have the effect of further encouraging
the States to pursue the identification and prosecution of fraud. The
committee believes, however, that this encouragement should be sup-
ported by more than rhetoric. The committee amendment therefore
provides for an increase in the matching rate from the current level
of 50 percent to 75 percent for State and local antifraud activities.
The increased matching rate would apply to direct welfare agency
costs, and also to the costs incurred by other agencies such as prose-
cutor's offices, but only insofar as the costs are incurred by separate
identifiable welfare fraud units.

DETERMINATION OF AFDC BENEFITS FOR A CHILD IN CERTAIN
LIVING ARRANGEMENTS

(Section 505 of the Bill)
Preentlaw.-Under present law States are not permitted to assume

any contributions to household up ep on the part of an individual
living in the household but not egible for AFDC. In other words,
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if a stepfather is present in the household, the children's AFDC en-
titlement must be computed as though he were not part of the house-
hold unless there is clear proof that he is actually paying a share of the
fixed household expenses.

committee proV-io-In the case of an AFDC child living with a
relative (1) who is not legally responsible for his support, or (2) who
is legally responsible but i not eligible for AFDC because he is receiv-
ing support from another person or aid under another program, a State
would be allowed under the committee bill to pay an amount based on
the full family size but reduced on a pro-rata basis to take account of
the presence of ineligible family membermThe committee believes that
this modification will enable the States to make a more equitable alloca-
tion among families dependent upon assistance of the funds which the
State is able to devote to the AFDC program. AFDC studies have
shown that a substantial proportion of AFDC households include
relatives who are not themselves a part of the AFDC eligibility group.
It would seem reasonable for a State to structure its AFDC benefit
rules in a manner which assumes that such relatives bear a propor-
tionate responsibility for the overhead costs of maintaining the
household.

SAFEGUARDING INFORMATION

(Section 506 of the Bill)

Pesent la.--Present law provides in part that State plans under
title TV-A (AFDC) must include safeguards which prevent disclo-
sure concerning AFDC applicants or recipients which identifies them
by name or address to any committee or legislative body. HEW regu-
lations include Federal, State, and local committees or Ien.slative
bodies under this provision. This provision of Federal law, which was
added in August 1975 as part of P.L. 94-88, has had the result of hn-
pairing the capacity of authorized agencies and bodies to conduct nec-
essary audits of the AFDC rolls.

Committee pro-viom-The committee amendment would modify
this provision to clarify that any governmental agency authorized by
law to conduct an audit or similar activity in connection with the ad-
ministration of the AFDC program is not included in the prohibition.
It would also exclude the Committee on Finance and the Committee on
Ways and Means from the prohibition.

PROTECTIVE AND VENDOR PAYMENTS

(Section 525 of the Bill)

Present Law.-Under existing law States are allowed to make pro-
tective or vendor payments, instead of direct cash payments, with re-
spect to recipients of aid to families with dependent children.
The number of recipients with respect to whom such payments may
be made in any State may not exceed 10 percent of the number of
other AFDC recipients, and the payments may be made only under
specified conditions. State plans for such payments must include
provisions for: (1) determination by the State agency that the relative
of the child with respect to whom the payments are made has such
inability to manage funds that making payments to him would be
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contrary to the welfare of the child; (2) undertaking and continuing
special efforts to develop greater ability on the part of the relative to
manage funds in such manner as to protect the welfare of the family;
and (8) periodic review by the State agency of the determination to
make prom'ttive or vendor payments to ascertain whether conditions
justifing the determination still exist, with provision for termination
of thepayments if they do not, and for seeking judicial appointment of

a guardian or otherleg representative if .it appears that the need
for protective or vendor payments is continuing or is likely to continue
beyond a specified period.

Commit p.on.u.-During its hearings on.H.R. 7200 the com-
mittee heard persuasivetestimony that the provisions of present law
frequently act as a barrier to an AFDC family in obtaining adequate
housing. It was maintained that by rising the limit on the number of
protective and vendor payments wlich could be made and adding new
provisions for joint checks in certain circumstances, recipients would
be move likely than at present to get the housing and utility services
which they need. The committee bill thus includes several provisons
relating to protective and vendor payments. First, in cases in which
the State agency made a determination of inability to manage fun. 92
payments could be made in the form of joint checks as a kind of
vendor payment. Such joint checks could be made at the discretion of
either the State or local agency administering the State plan. A state-
ment of the specific reasons for making the payments in that manner
would have to be placed in the case file. Second, the limit on the number
of recipients wit? respect to whom a State could make protective or
vendor payments would be increased to 20 percent. Third, in addition
to the protective and vendor payments which the State or local
agency could make subject to the new 20-percent limitation,
States would be allowed to make payments to cover the coat of
utiity services or living accommodations in the form of checks drawn
jointly to the order of.the recipient and the person furnishing the

services or accommodations. Such joint checks would have to be re-
quested by the recipient in writing, and the request would be effective
until revoked by the recipient. The amount of the monthly payment
which could be made in the form of joint checks would be limited to
50 percent. These jomit checks could be made at the discretion of either
the State or local agency administering the State plan, and there
would be no limit on the number of recipients with respect to whom
joint checks to pay for housing or utilities could be written.

Because of the concern for potential abuse, the committee has limited
Federal matching for voluntary, two-party vendor payments to a
period of 2 years, or until October 1, 1979. the committee expects the
Secretary of HEW to carefully monitor the implementation of this
section and to obtain from the States such information as he may need
to report to the committee on the experience of the States with the
voluntary, two-party vendor arrangement allowed under this section.
This report should be made available in time for the information to be
used by the committee in considering any legislative action that might
be taken prior to the expiration date of these provisions.

In addition to authorizing increased numbers and forms of protec-
tive and vendor payments, the committee bill would provide that Fed-
eral matching funds could not be denied to any State for the period
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between January 1, 1968, and April 1, 1977: (1) because the State ex-
ceeded the 10-percent limitation on these payments; (2) because it
provided assistance in the form of joint cheeks; or (3) because it did
not comply with the State plan provisions described above which limit
the conditions under which protective or vendor payments maybe
made. Testimony was presented at the hearings that without this 'for-
giveness" provision, New York City might be penalized aboit two-
thirds of $1 billion over an eight and one-half year period.

MANGEMENT INFORMATION SYSTEM

(Section 507 of the Bill)

Preentalow.-There is increasing evidence that administration of
the AFDC program could be significantly improved if States establish
and use comuterized information systems in the management of their
programs. Such systems have been demonstrated to be helpful in pro-
gram planning and evaluation. They also make day-to-day operations
more efficient, and they are crucial to assuring that eligibility deter-
minations are properlymade and that fraud and abuse are discovered
on a timely and ongoing basis. Although the merits of such systems
are generally recognize2 the States have been slow to develop them
because of the large initial outlays which are necessary, and because
of the ongoing cost of operating them. States may currently receive
Federal matching for the systems as an administrative cost, 1but Fed-
eral matching is limited to .50 percent. This is in contrast to the
medicaid program, in which 90 percent Federal matching is authorized
for the cost of developing and implementing computer systems, and
75 percent for their operation.

Committee pviion.-The committee is convinced that the admin-
istration of State AFDC programs could be greatly ixnproved through
judicious use of modern computerized management information sys-
tems. Recipients could be expected to benefit from more expeditious
handling of their cases and decreases in processing time; local, State,
and Federal Governments-and the taxpayer--could be expected to
benefit from a decrease in costs because of a reduction in errors and
use of better planning and management techniques.

Thus, the committee amendment provides an incentive to the States
to develop and expand their existing systems by increasing the rate of
matching to 90 percent for the costs of developing and implementing
the systems and to 75 percent for the costs of operating them, provided
the system meets the requirements imposed by the amendment.

Under the committee amendment, the Department of Health, Edu-
cation, and Welfare would be required, on a continuing basis, to pro-
vide technical assistance to the States and would have to approve the
State system as a condition of Federal matching. (Continuing review
of the State systems would also be required.) To qualify for HEW
approval, the system would have to have at least the following charac-
teristics: (1) Ability to provide data concerning all AFDC eligibility
factors; (2) capacity for verification of factors with other agencies
through identifiable correlation factors such as social security num-
bers, names, dates of birth, and home addresses; (3) ability to control
and account for the costs, quality and delivery of funds and services
furnished to applicants and recipients; (4) capability for notifying
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child support, food stamp and medicaid programs of changes in AFDC
eligibility or benefit amount; and (5) security against unauthorized
access to or use of the data in the system.

In approving systems, the Department would have to assure sufficient
compatibility among the other public assistance, medicaid, and social
services systems in the States and among the AFDC systems of dif-
ferent States to permit periodic screening to determine whether an
individual was drawing benefits from m, re than one jurisdiction. (The
increased matcimg would be applicable to existing systems if they
meet the criteria for approval of new systems.)

Such approval would be based on the Secretary's finding that the
initial and annually updated advanced automatic data processing
dioeument. which each State must have, will, when inlplemented, gei -
emlly carry out the objectives of the statewide management system.
Sticih a document would provide for the conduct of and reflect the
results of requiirements analysis studies, contain a description of the
proposed statewide management system. indicate the security and in-
terface requirements in the system, describe the projected and expected
to be available resource requirements for staff ani other needIs, include
,.,).t-benefit analy ses of each alternative inanageiient systeil, lata
I)rove,-iing services and eluiiment and a iaim showing tile Ibasis for
lK)th indirect and direct rates to be in effect, contain an imiipemeintation
lflan to handle possible failune of contingencies. and contain a stmt-
miary of the systeun in terins of qualitative and quantitative benefits.

ACCESS TO WAGE INFORMATION FOR AFDC VERIFICATION

(Section 508 of the Bill)

Presentlat.--Quality control findings indicate that 76 percent of
client errors in the AFDC program are the result of non-reporting
Qf income. States have particular difficulty in many cases in verifying
the source and amount of earned income. In many cases they are de-
pendent solely on the recipient to supply wage information.

Committee Provwion.-The committee bill would improve the
capacity of States to acquire accurate wage data by providing author-
ity for the States to have access to earnings information in records
maintained by the Social Security Administration and State employ-
ment security agencies. Such information would be obtained by a
search of wage records conducted by the Social Securit Adminis-
tration or the employment security agency to identify the fact and
amount of earnings and the identity of the employer in the case of
individuals who were receiving AFDC at the time of the earnings.
The Secretary of Health, Education, and Welfare would be author-
ized to establish necmsary safeguards agai- t improper disclosure o,f
the information. Beginning October 1979, the States would be required
to request and use the earnings information made available to them
under the committee amendment.

In addition, the committee directs the General Accounting Office
to undertake a study to determine the effects of making available to the
States for AFDC eligibility determination purposes certain addi-
tional kinds of information, including certain Federal and State tax
return information, payroll records of Federal. State, and local agen-
cies, motor vehicle registration and drivers' license records, school
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reoords, and nayroli records of private employers (on a voluntary
basis). The study would examine both the effect of such access on
the reduction of AFDC error and other impacts which such dis-
closure might have.

Although h the records of wages maintained by the Social Security
Administration and by State employment security agencies may not
be available on a current basis, it seems inevitable that a procedure
for screening against one or the other of these two sets of records
should greatly increase the incentive for recipients to accurately
report their earned income. Where welfare agencies are requesting
the wage data from the Social Security Administration, each State
or local administering agency would designate a single official who
would be authorized to make the necessary request for information.
Alternatively, procedures for requesting such information could be
worked out by mutual agreement of the welfare agency and the Social
Security Administration. The costs of searching wage records would
be reimbursed to the agency maintaining the records and would be
matchable as an administrative expense of the welfare agency.

F. Pkovisioxs RELAinG To THE CmLD Supror ENF)RCMF.3NT
PROGRAM

Present law requires that the child support enforcement program
(under title IV, part D of the Social Security Act) be administered
by a single and separate orRanizational unit in the Department of
Health, Education, and Welfare and in each State under a State plan
for child support administered separately from other State plans. The
Department of Health, Education, and Welfare has established an
.Ofi of Child Support Enforcement which is solely responsible for

the title IV-D program, and its Director reports directly to the Sec-
retary of HEW. HEW regional child support staff, under the regional
child support representative, are responsible solely for title IV-D and
report directly to the Office of Child Support Enforcement.

The manner in which the Department of Health, Education, and
Welfare has complied with the requirement of a separate organiza-
tional unit for child support enforcement is in keeping with the spirit
and intent of present law and is analogous to the organizational struc-
ture for child support enforcement in many States-particularly
States with highly cost-effective programs such as Michigan, Massa-
chusetts, Washington, Iowa, Georgia, New Hampshire, North Dakota,
and Virginia.

A comparison of administrative costs and child support collections
shows a wide disparity in effectiveness among the States, with some
States spending far more than they collect.

Now that the program is in its third year and start-up costs are
largely complete, it is expected that the Office of Child Support En-
forcemient, HEW will closely monitor the State programs. particularly
those with excessive expenditures in relation to their collections.



TABLE 13.-AFDC CHILD SUPPORT ENFORCEMENT, FrI ZAL

(Thousands)

TLMN I'~TU

'.-1. State Total

Administrative costs

State Federal

Total.... $142,007.9 $37,634.1 $104,373.8 $217,606.1

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

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

Georgia...
Hawaii....
Idaho.....
Illinois ....
Indiana...

Iow a .....................
Kansas ...................
Kentucky .................
Louisiana ................
Maine .................

See footnotes at end of table.

815.968.7
240.2
158.2

42,825.7

1,292.8
479.7
406.8
445.5

1,680.3

674.8
395.6
400.6

2,762.7
48.5

900.3
294.5
339.4

3,063.3
413.7

203.917.1
58.2
39.5

11,362.0

323.3
119.9
72.6
73.9

420.0

168.7
87.6

100.0
1,322.0

12.1

225.273.7
84.9

765.8
103.3

612.051.6
182.0
118.7

31,463.7

969.5
359.8
334.2
371.6

1,260.3

506.1
308.0
300.6

1,440.7
36.4

675.1
220.8
254.5

2,297.5
310.4

12.80
11.6
30.9

26,132.2

1,787.4
6,529.5

676.5
454.7
602.1

2,508.8
28.6

995.5
4,365.5

(1)

5,615.8
2,045.2

148.1
908.0
961.4

Collection$
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TABLE 13.-AFDC CHILD SUPPORT ENFORCEMENT, FISCAL YEAR 1976-Continued

[Thousands]

Administrative costs

Total St, ite Federal Collections

M aryland ...............
Massachusetts ...........
M ich igan .................
M innesota ...............
M ississippi ..............

M issouri .................
M ontana .................
Nebraska ................
N evada .... .............
New Hampshire ..........
New Jersey ...............
New Mexico ..............
New York ................
North Carolina ...........
North Dakota........

$998.4
2,879.1
7,150.0
4,594.1

255.3

309.9
347.3
276.0

4.6
96.0

8,529.9
370.6

33,343.0
1,103.5

82.0

$249.7
719.6

1,787.5
1,145.8

127.6

155.0
143.2
64.9

2.1
24.0

1,828.7
92.7

9,455.2
271.7

20.6

$748.7
2,159.5
5,362.5
3,448.3

127.7

154.9
204.1
211.1

2.5
72.0

6,701.2
277.9

23,887.8
831.8

61.4

$5,949.7
16,329.1
53,682.2

6,264.9
(1)

177.
85.9

645.
13,890.9

522.9
7,795.0

105.8
397.7

State



Othio...
Oklahoma.
Oregon.
Pennsylvania
Rhode Island..

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

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

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

61.7
16.9

177.6
152.0

Source:
IState under waiver until June 30, 1976.
2 Information incomplete or not received.

3,287.8
838.7

3,582.5
2,137.0

618.7

132.6
557.1
106.8

4,192.2
976.3

304.8
1,091.3
3,335.2

387.3
2,004.5

824.0172.0
895.5
534.
158.7

33.1
139.5
26.7

1,048.1
197.2

76.2
272.8
833.9

97.0
501.1

15.4 46.3
4.2 12.7

44.4 133.2
38.1 113.9

Department of Health, Education, and

2,463.8666.7
2,687.0
1,602.8

460.0

99.5
417.6

80.1
3,144.1

779.1

228.6
818.5

2,501.2
290.3

1,503.4

150.61.3

33.*
Welfare.

16,285.9545.6
947.3

12,663.8
2,214.2

0
396.1
340.7

3,803.2
1,603.1

665.0
3,694.1

11,233.9
0

3,366.8

.............

.............

...........

. . . .. . . . . . . .. . .I

................

................

................
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CONTINUED FEDERAL MATCHING J MR NONWETJFARE FAMILIES

(Section 509 of the Bill)

Presentlauo.-The child support enforcement program, enacted at
the end of the 94th Congress as title IV-D of the Social Security Act
(Public Law 93-647), mandates aggressive administration at both the
Federal and local levels with various incentives for compliance and
with penalties for noncompliance. The program includes child support
enforcement services for both welfare anc non-welfare families. The
child support enforcement program leaves basic responsibility for
child support and establishment of paternity to the states, but pro-
vides for an active role on the part of the Federal Government in
monitoring 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 par-
ents and obtaining supporpayments from them. To assist and oversee
the operation of State child support programs, the Department of
Health, Education, and Welfare is required to setupseparate orga-
nizational unit under the direct control of a person dignated by and
reporting to the Secretary. This office reviews and approves State
child support enforcement plans, evaluates and audits the implemen-
tation ofthe program in each State, and provides technical assistance
to the States. The act also provides for a parent locator service within
the Department of HEWs separate child support enforcement unit.
The act further requires that a mother, as a condition of eligibility for
welfare, assign her right to support payments to the State and coop-
erate in identifying and locating the father, and securing support
payments except when cooperation is determined not to be in the best
interest of the child.

The legislation creating the child support program required each
State to have a program of child support collection and paternity
establishment services for both AFDC and non-AFDC families admin-
istered by a single and separate organizational unit within the State.
The statute provided Federal matching of 7. percent for services to
AFDC families on a permanent basis. Matching for services to non-
AFDC families was provided for 1 year, but was extended for a second
year, to July 1, 1977, under Public Law 94-365. In order to assure the
continuity of the program, and to give the committee time to consider
possible amendments, the committee in June reported an amendment
to extend the matching provision for services to non-AFDC families
through fiscal year 1978. This was enacted in Public Law 95-59.

Committee proviso'n.-The committee believes that the requirement
that every State have a program of child support collection and pa-
ternity establishment services for families that are not receiving wel-
fare is an essential component of the child support program. The
obvious 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. sup-
ported by the statements of many State child support administrators.
that access to these services often means the difference between a fam-
ily's reliance on welfare support and being supported by a legally re-
sponsible parent. Most of the families being served are marginally
eligible for AFDC. and without services are likely to end up on the
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welfare rolls. The fact that these services are in demand and are bene-
fiting families is evident from program statistics. In the first half of
fiscal year 1977 the States reported that they had collected about $140
million in behalf of nearly 280,000 nonwelfare families. In the period
since the beginning of the program in August 1975 through March
1977 States reported total child support collections of nearly$1 billion,
of which $437.5 million was for non-AFDC families. The table below
shows State collections and expenditures for the child support pro-
gram over this period of time.

TABLE 14.-OFFICE OF CHILD SUPPORT ENFORCEMENT, COL-
LECTIONS AND EXPENDITURES, AUGUST 1, 1975 THROUGH
MARCH 31, 1977

(In millions]

Collections

AFDC Non-AFDC

Total' ............ 2$542.1

Alabama............... ..1
Alaska...........1
Arizona................. .2
Arkansas .............. ..4
California .............. 54.9

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

Georg.ia ....
Hawaii .....
Idaho.......
Illinois.....
Indiana.....

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

Maryland ...............
Massachusetts .........
M ichigan ...............
Minnesota..............
Mississippi .............

$437.5

.01

.6

91.8

.1
17.2

7.9
.004
.1

.2

.1

.1

.02

.3

.01

.03
8.2

.03
0(8)

0
34.3
3.5
0

Total

2 $979.6

.1

.6

.2

.4
146.7

4.1
29.3

9.4
.8

1.5

4.8
.5

2.3
9.4
3.7

11.0
4.4

.6
10.7
3.0

9.0
36.8

135.5
18.0

.3

Total
expendi-

tures

$318.3

2.6
.4
1.0

.6
86.6

3.2
3.5

.8
1.1
3.3

1.6
1.1

.8
5.9
1.5

1.8
1.0
1.1
6.1
1.0

2.9
5.5

16.6
10.0

.6

State

4.0
12.2
1.5
.8
1.4

4.6
.5

2.2
9.4
3.6

10.7
4.4

.6
2.5
2.9

9.0
36.8

101.1
14.5

.3

. . . . . . . . . . . .• D
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TABLE 14.-OFFICE OF CHILD SUPPORT ENFORCEMENT, COL-
LECTIONS AND EXPENDITURES, AUGUST 1, 1975 THROUGH
MARCH 31, 1977--Continued

[In millions]

Collections

AFDC Non-AFDC

M issouri ...............
Montana ...............
Nebraska ...............
Nevada .................
New Hampshire.....

0$.1
.05
.3

Total

0

.6

.3
1.8

Total
expendi.

tures

$0.3
.6
.8
.6
.3

New Jersey ............. 27.3
New Mexico ............ 1.1
New York.............35.2
North Carolina......... 1.7
North Dakota ........... 1.0

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

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

Verm ont ................
Virginia ................
Washington ............
West Virginia ...........
Wisconsin ..............

Wyom ing ...............
Guam.
Puerto Rico.............
Virgin Islands ..........

29.8
1.4
5.2

29.1
4.3

.1

.8
1.3
7.9
3.5

1.4
7.4

22.4
.7

16.2

.4

.01

(3)
.1

(3)
.3
.1

.05

.2
44.4

218.0 (A,)

.003

.02
1.2
.9
.4

.1
0
6.6
0

.4

.01

.02

1 Totals do not add due to rounding.
2 Includes $63,000,000 in fiscal year 1976 unreported collections and payments

made directly to families.
3 Information not reported.

Source: U.S. Department of Health, Education, and Welfare.

State

0$.6
.5
.1

1.8

27.3
1.2

35.2
1.9
1.1

29.9
1.5

49.6
247.0
4.3

.1

.9
2.5
8.8
3.8

1.5
7.4

29.0
.7

16.6

19.5
1.1

67.5
3.2
.3

7.2
2.2
7.3

11.7
1.2

.5
1.2

.7
9.8
2.1

.7
3.2
7.0
1.4
6.5



The committee believes that the existing programs of required serv-
ices for non-AFDC families may flounder if Federal financing for the
services is allowed to terminate. It also believes that States wil be more
willing to develop and expand the programs if they are convinced that
Federal financing will be continued. In addition, it seems reasonable
and fair to assist in the financing of a State program which is man-
dated by Federal law. The committee notes in particular that States
which Yo not have an effective program for non-AFDC families arc
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 pro-
gram. For these reasons, the committee amendment would provide for
Federal matching for services to non-AFDC families on a permanent
basis.

CHILD SUPPORT REPORTING AND MATCHING PROCEDURES

(Section 510 of the Bill)

PreW smt/l.-Present law requires that the Federal Office of Child
Support Enforcement maintain adequate records for both AFDC and
non-AFDC families of all amounts collected and disbursed and the
costs incurred in collecting and disbursing these amounts and publish
periodic reports on the operation of the program in the various States
and localities and at national and regional levels. The Office of Child
Support Enforcement must also submit an annual report to the Con-
gress on all activities undertaken in the child support program as
well as the major problems encountered at Federal, State, or local
levels which have delayed or prevented implementation of the child
support program.

Present law also provides that the State will maintain for both
AFDC and non-AFDC families a full record of collections, disburse-
ments, and expenditures and of all other activities related to its child
support programs. An adequate reporting system is also required. The
committee is aware that some States are delinquent in their record-
keeping and reporting, and believe that this situation must be
corrected.

Committee provieon.-The committee has been concerned about the
failure of some States to report and account for child support collec-
tions for AFDC and non-AFDC families on a reasonable, timely basis.
The committee amendment thus would improve State reporting by
prohibiting advance payment to the State of the Federal share of
administrative expenses for a calendar quarter unless it has submitted
a full and complete report of the amount of child support collected
and disbursed for the calendar quarter which ended 6 months earlier.
The amendment would also allow the Department of Health, Educa-
tion, and Welfare to reduce the amount of the payments to the State by
the Federal share of child support collections made but not reported
by the State.
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COLLETON OF CHILD SUPPORT FOR F RECIETY ON
WEL FARE

(Section 511 of the Bill)

Prest la.-Under present law applicants and recpieiits of AFDC
are required, as a condition of asistance, to assign the State any rights
to support they may have, and which have accrued at the time the
asignment is executed. Present law also requires State agencies to
collect child support payments on behalf of the AFDC recipient.
Amounts collected which represent the child support obligation for the
current month are generally retained by the State to the extent neces-
sary to reimburse it for the current AFDC payment. If the amount of
the child support collection made by the State is in excess of the court-
ordered monthly support payment for the family, the amount of the
excess is retained by the State to reimburse it for assistance payments
previously made to the family. Present law also allows States at their
option to continue to collect support payments from an absent parent
for up to 4 months after AFDC payments have been terminated. If
they do this, HEW regulations require them to continue to retain pay-
ments in excess of the required mon thy support order as reimburse-
ment for past assistance payments. The HEW regulations have been
challenged as inconsistent with the statute.

C(o0mittee provwiion-The committee amendment would add clari-
fying language to uphold the HEW interpretation that States are
required to continue to retain support payments in excess of the regu-
lar monthly support order as reimbursement for past assistance pay-
ments. This is consistent with the intent of the Congress in establish-
ing the child support program that legally responsible parents who
owe child support to AFDC families accrue an obligation to the State
for assistance paid to their families.

MATCHING FOR CHILD SUPPORT OOSTS OF COURT PERSONNEL

(Section 512 of the Bill)

Present law.-Present law requires that State child support plans
provide for entering into cooperative arrangements with appropriate
courts and law enforcement officials to assist the child support agency
in adninisteiing the program. The law specifically requires the
entering into of financial arrangements with such courts and officials
in order to assure optimum results under the child support program
and with respect to any other matters of common concern to the courts
and the child support agency. Federal regulations are now written
in such a way as to allow States to claim Federal matching for the
compensation of district attorneys, attorneys general and similar
public attorneys and prosecutors and their staff. However, States
may not receive Federal matching for compensation of judges.

The increasing success of the child support employment program
is reflected not just by the amounts of child support collected, but
also by other program results. In fiscal year 1976, 181,500 absent
parents were locate and in the next 12 months, an additional 303,500.
Paternity was established for 14,700 children in fiscal year 1976 and
for an additional 53,100 children in the next 12 months. There were
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75,000 child support obligations established in fiscal year 1976 and an
additional 146,100 obligations established in the subsequent 12 months.

Such success, however, has resulted in a backlog of cases in courts
in some State& The Federal Child Support Enforcement Office made
an informal telephone survey of the States in April 1976 in which it
determined that more than 40,000 cases were pending in the various
States. This number has grown significantly since that time as the
child support program has been more fully implemented.

Committee proviai-m-The committee is concerned that the child
support program may be seriously undermined if the current large
backlog of cases is allowed to continue to grow. The committee is con-
vinced that the situation can be improved if the States are enabled
to use their Federal matching funds to compensate judges and other
court personnel for services related to the child support program. The
committee amendment would allow matching for compensation of
judges and other court personnel only to the extent that the com-
pensation is clearly identifiable with and directly related to services
performed under the child support program. In addition, in order
to assure that the new Federal dollars will result in increased court
actions, the bill would provide matching only for amounts expended
by a State which are greater than were expended by the State in
calendar year 1976. The bill would allow the State to pay the compen-
sation directly to the courts. Matching would be available for expendi-
tures beginning January 1,1978.

G. WEL ARm PRovisroxs RELATED T'O WORK AND TRAINING

WORK INCENTIVE PROGRAM

(Section 520 of the Bill)

Preent law.-Adult members of AFDC families who are capable
of employment are required to register for participation in the work
incentive (WIN) program established under title IV-C and to accept
training or employment offered through that program. Federal fund-
ing for the WIN program, including the costs of necessary supportive
services, is provided at a 90-percent matching rate,. This program is
subject to annual appropriations and is presently funded at a level
of $365 million. Legislation enacted earlier this year (Public Law
95-30) authorized additional appropriations up to $435 million for
fiscal years 1978 and 1979 to be used without any non-Federal match-
ing requirement. No funding under that provision has yet been
appropriated.

The work incentive program was originally enacted by Congress
in 1967 with the purpose of reducing welfare dependency.through the
provision of manpower training and job placement services. In 1971
the Congress adopted amendments aimed at strengthening the admin-
istrative framework of the program and at placing greater emphasis
on immediate employment instead of institutional training, thus spe-
cificallv directing the program to assist individuals in the transition
from w elfare to work. In the same year, Congress also provided for
a tax credit to employers who hire WIN participants, equal to 20 per-
cent of the wages paid for a maximum of 12 months' employment.
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The 1971 amendments required that all persons at least 16 years
of age and receiving AFDC benefits must register for WIN, unless
caretaker of a child under age, legally exempt by reason of health.
disability, needed in the home, advanced age, student status, or geo-
graphic location. Registrants selected for participation in WIN must
accept available jobs, training, or needed services to prepare them for
emploment. Refusal to do so without good cause will result in ter-
mination of their AFDC payments.

Since these amendments were enacted, there has been a sigificant
increase in the number of persons placed in employment with resultant
savings in AFDC funding. In fiscal year 1976 and the following
transition quarter, 237,000 WL registrants entered employment. Of
these, 105,000 individuals, plhs the children of these individuals, went
off of welfare completely. Statistics for the first seven months of fiscal
year 1977 indicate that this success is continuing. In that brief period,
148,000 AFDC recipients entered employment, and 67800 of them,
with their families, left welfare as a result of sufficiently highearnings.

Committee provision-Despite the growing success of the WIN
program, the committee believes that the program should be strength-
ened in such a way as to provide additional encouragement for welfare
recipients to move into employment. The committee further believes
that AFDC recipients who are able to work should be required to ac-
tively seek employment and that this should be made explicit in the
law. The committee amendment therefore would amend title TV-A
to provide that AFDC recipients who are not excluded from WIN reg-
istration by law will be required, as a condition of continuing eligibil-
ity for AFDC, to participate in the full range of employment relatedactivities which are part of the WIN program including employment
search activities. The committee anticipates that with such an em-
ployment search requirement, substantial numbers of AFDC recipi-
ents will find jobs and welfare costs will be reduced.

The employment search mandated by the committee amendment is
not to be mechanically applied to require every individual to make a
specific number of employment contacts. Rather, the term is to be in-
terpreted to mean those activities determined by the State agency to
be appropriate for WIN registrants to undertake to actively seek em-
ployment. The specifics of what constitutes employment search may be
varied within different labor market areas within a State to reflect
present -labor market conditions, probable job openings, and the basic
employability characteristics of the WIN registrants. Employment
search activities are intended to be directed by professional man-
power staff and supported by necessary services. Thus the amendment
would require the provision of such social and supportive services as
are necessary to enable the individual actively to engage in activities
related to finding employment and, for a period thereafter, as are
necessary and reasonable to enable him to retain employment. For
example, transportation costs which are necessary for employment
search would be covered, as would the costs of necessary child care.
However the committee expects the program to be so managed that
the need tor child care will be minimized.
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Under present law State matching for social and supportive strV lie's
nust be in tie form ,,f casl. i I committeee al(etIilellt WN Id Make it
easier for the State to ,t'ovide the required 10 'rcent State matching
by all()% ilg natching in the forrn of in-kind goods and services.

The bill would provide, for loating manpower and,ullportivi, sIv-
ice together to toon maxinluin extent feasible. elinliitlate tlie require-
inlert for a G)-day coun-cling period before fl5 i.t ini'e can lbe termi-
nated. andaut horize the S cretaries of Li:bor and IEAV to v'I a1lish
the period of tine during which an individual will Iot he eligil e for
assistance in the case of : refusal without good Cal-v' to partiiI, ill a
WIN prograni. The billal clarifies the treatiiient of earne li iiaon

derived frii public service enliplivn'ielit. and adds to tl,'-sc ecxeliide,
from the WIN registration requirement, individuals who are working
at least 30 hotiinr : week.

lDuringr its con.siderition of the WIN a eni iellt the .committee
]: ! 1 -i'gtlirll t , its at telnition f l ie fact t hat i lili(liii-t rii ilpl 1 ,,i)t-,,s li:i\ %(
shown thAt. it11e -c( f ,'omiinitv college (,grills in 1)rovin iwtrain-
ing to welfare reclip)ients has Ix'en plartiiul:irlv' ctrt.yive in eiabliiiing
recipients to ' ,taiin bettr. more pernialent eliplovliet. The colitiit-
tee urges the department of l.ii 0r to exiandt its Ji ,f ,uch prograisn,
in pro\ iding training under VIN.



TABLE 15.-WORK INCENTIVE PROGRAM DATA: FISCAL YEARS 1971-77

Category 1971 1972 1973 1974

Registrations:
In year .......................... 120,539 1,235,048 820,126 839,408
Cumulative ........... 127,900 236,415 1,324,876 1,811,446 2,025,663

Entered employment:
Full time .............. 50,444 60,310 136,783 177,271 170,641

Part time ...................................................................
Welfare cost savings

(millions) ............... (2) (2) (2) '$129.3 $212.4
Program expenditures

(Federal) (millions): $276.7
Total...............................................................$ 205.9

Employment service......................................70.8
W elfare agency ...................... ........................ ........ 7

1st 7 mos. 
'Calendar year data.

2 Not available. 'st 6 mos.

942,2602,277,289

211,185
19,680

$297.0

$303.7

196.2
107.6

'661,912
1 2,015,400

'132,7121 16,071

'$204.2

'$166.8

4 116.1
'50.7

1975 1976 1977
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INCENTIVE TO REPORT INCOME

(Section 521 of the Bill)

Prmsewlaw.--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 vlses involving error, the ma-
jor concentrafion 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
ripient 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 provision.-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 amendment
would accomplish this by providing that there would be no disregard
of any earned income whichthe recipient has not reported to the State
agency. This provision should have a significant impact in reducing
errors and problems of overpayments.

AUTHORITY FOR STATES TO OPERATE DEMONSTRATION PROJECTS
MAKING EMPLOYMENT MORE ATTRACTIVE FOR WELFARE RE-
CIPIENTS

(Section 522 of the Bill)

Present law.-Section 1115 of the Social Security Act allows the
Secretary of Health, Education, and Welfare to waive any of the State
plan requirements of the Federal welfare law for the sake of experi-
mental, pilot, or demonstration projects which in the Secretary's judg-
ment are likely to assist in promoting the objectives of the welfare
programs. The committee notes that under this existing law, there
is considerable authority at the Federal level to carry on research and
demonstration on better ways of developing work incentives for we.1-
fare recipients. Exclusive use of this approach, however, ignores one
of the basic strengths of federalism; namely, that individual States
should be free to experiment with better ways of solving governmental
problems. A number of States have attempted to institute innovative
employment programs for welfare recipients but they have been in-
hibited by ;EW because of its slowness to act under current demon-
stration authority. The committee bill will alleviate this situation.

Committee provmion.-Under the committee amendment, which is
identical to an amendment reported by the committee and approved
by the Senate in 1973 (section 164 of H.R. 3153, 93d Congress), this
authority would be both broadened and made more explicit to empha-
size a major objective for demonstration projects. This objective is to
permit States to achieve more efficient and effective use of funds for
public assistance recipients, to reduce dependency, and to improve the
living conditions and increase the incomes of persons who are on as-
sistance (or who would be on assistance if they were not participating
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in the demonstration proet) by conducting experiments designed to
make employment more attractive for welfare recipients.

States would be limited to not more than three demonstration pro-
ects under this authority; one of the projects could be statewide. None
of the projects could last for more than 2 years, and all authority
for the projects would terminate September 30,1980.

In pursuing these objectives under the committee bill, States would
be permitted for demonstration purposes to waive the requirements of
the aid to families with dependent children program relating to (1)
statewideness; (2) administration by a single State agency; (3) the
earned income disregard (but in no case could a State offer an earned
income disregard of more than 50 percent); and (4) the work in-
centive program. The State could waive any or all of these require-
meats on its own initiative unless and until the Secretary disapproved
the waiver as inconsistent with the purposes of section 1115 and the
AFDC law. If the waiver was disapproved by the Secretary, the
demonstration project would terminate by the end of the month follow-
ing the month in which it was disapproved.

As part of a demonstration project, the State could use welfare
funds topay part of the cost of public service employment. The State
could add additional amounts to pay a wage higher than the amount
of the welfare payment. Under the committeebill, revenue sharing
funds could be used for the non-welfare share of the salaries. The com-
mittee amendment requires the States, in making arrangements for
public service employment, to provide that appropriate standards for
the health, safety, and other conditions applicable to the performance
of work and training are established and maintained, that projects
will not result in the displacement of employed workers, and that the
conditions of work, training, education, and employment are reason-
able in the light of such factors as the type of work, geographical re-
gion, and proficiency of the participant, and that appropriate work-
men's compensation protection is provided to all participants. The
State welfare agency would also be free to contract with non-profit
private institutions organized for a public purpose, such as hospitals,
to carry out such projects.

When unemployed fathers are placed in public service employment,
Federal matching will continue for the portion of the salary equal
to the former welfare payments and it will be available for wage
payments.

Public Service employment is not the only type of experimentation
authorized by the committee bill. States may wish, for example, to
experiment with the income disregard. If they do so, however, they
wAll not be allowed to conduct a test which disregards more than
one-half of a welfare recipient's earned income.

Participation by welfare recipients in the demonstration projects
would be voluntary.

The costs incurred by the States in conducting demonstration proj-
ects under this provision of the committee bill would be eligible for
the same Federal matching as applies to other costs of the AFDC pro-
gram, subject to the limitation that the amount matchable with respect
to any participant in the project may not exceed the amount which
would otherwise have been payable to him under the regular provisions
of the AFDC program. Thus, these projects should not result in
increased Federal expenditures.
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COMMUNITY WORK AND TRAINING PROGRAMS

(Section 523 of the Bill)

Pre.e~tt law.-Prior to the enactment of the Work Incentive
WIN) Program as part of the 1967 Social Security Amendments,

the Federal AFDC statute permitted Federal matching of AFDC pay-
ments made to recipients participating in a community work and
training program. Since the enactment of the WIN program, however,
the Department of Health, Education, and Welfare has taken the posi-
tion that the Federal Government will not share in AFDC payments
to recipients who are required by State law to participate in an em-
ployment program-unless the program either is part o the Work In-
centive Program or is administeLed under the Economic Opportunity
.Act. This has been true even though the Work Incentive Program was
not in effect in all areas of a State, and despite the fact that a number
of States have been willing to pay the added costs of establishing and
operating their own prorans.

Community work an training programs were first established as
part of the program of Aid to Families with Dependent Children by
the Public Welfare Amendments of 1962. When the Congress enacted
the community work and training legislation it had the expectation
that the States would use this new authority, along with the expanded
social services program authorized by those same 1962 amendments,
to assist welfare recipients in moving toward self-support. Within the
next few years only 13 States eleted to use the authority. Those with
the largest programs included California, Illinois, Michigan Ohio
and West Virginia. One significant reason why the programs did not
develop on a broader scale was that the States were able to get more
generous Federal funding for work and training programs under
Title V of the Economic Opportunity Act.

The passage of the 1967 Social Security Amendments and the estab-
lishment of the Work Incentive Program represented a decision by the
Congress to consolidate and expand the Federal effort to move welfare
recipients into employment. The Finance Committee, in its report on
the 1967 Amendments, made clear that it expected the WIN program
to reach virtually all eligible participants.It noted that, in addition
to the requirement in the legislation requiring the Department of
Labor to establish a WIN program.in each political subdivision in
which he determined there were a significant number of AFDC re-
ci pients, ". . . the Secretary of Labor must use his best efforts to es-
tablish programs in all other political subdivisions or provide
transportation to a neighboring area where there is a program. Conse-
quently, it is anticipated that virtually all individuals who are referred
to the Secretary of Labor by the welfare agencies will participate in
the program."

This expectation for almost universal coverage of the AFDC popula-
tion by the WIN program has not been met. There are various reasons
for this, but the committee notes that recently a significant limitation
to the WIN program has been the amounts of money which have been
appropriated for the program. Although the Congress has this year
approved a WIN authorization which would essentially double the
amount of funding currently available, the administration has not
requested that any of the additional funds be appropriated.



lwt

Commit. - vim-A number of States have eprumed an inter-
est in developing their own efforts to assist welfare recipients to be-
come employable through the community work and training mecha-
nismn The committee believes that those States which are willing to
take the initiative in this effort and to use their own funds to operate
programs should be enabled to do so. Twice previously, in 1971 and
in 1973, the committee reported, and the Senate approve. an amend-
ment to reenact the community work and training provions so that
States wishingto have such programs could do so under the standards
and safeguards provided by the legislation.

The stated purpose of the community work and training legislation
is to assist the States "in encouraging, through community work and
training programs of a constructive nature, the conservation of work
skills and the development of new skills for individuals who have at-
tainea the age of 18 and are receiving aid to families with dependent
children, under conditions which are designed to assure protection of
the health and welfare of such individuals and the dependent chil-
dren involved...." It allows the States to make assistance payments
in the form of payments for work performed if the work is performed
for the State agency or any other public agency under a program ad-
ministered by or under the supervision of the State agency. State
plans for programs must include provisions assuring that appropriate
standards forhealth, safety, and other conditions applicable to the per-
formance of the work are established and maintained; that payment
is at a rate not less than the Federal minimum wage, not less than the
minimum rate provided by or under State law for the same type of
work, and not less than the rate prevailing on similar work in the
community that the work is per ormed on projects which serve a
useful pubIc purpose, do not result in the displacement of regular
workers, and are of a type which has not normally been undertaken in
the past by the State or community.

Expenses reasonably attributable to the cost of work must be con-
sidered in determining the amount of the AFDC payment, and par-
ticipants must be given reasonable oppfunities to seek regular em-
ployment and appropriate training. Participants must be covered
under the State workmen's compensation law or be provided com-
parable protection, and aid cannot be denied if an individual has good
cause for refusing to participate.

The State plan must provide for assuring appropriate arrange-
ments for the care and protection of the child during the absence from
the home of a parent who is performing work. Care provided to chil-
dren under community work and training programs, like all other care
provided under the Social Security Act, would have to meet the 1968
Federal Interagency Day Care Requirements, as modified by amend-
ments currently in effect. The State plan must also provide for entering
into Cooperative arrangements with public employment offices and
agencies responsible for vocational education and adult education pro-
grams. There is no provision for Federal matching for the cost of
making or acquiring materials or equipment in connection with com-
munity work and training programs, or for the cost of supervision of
work.
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As in 1978, the committee amendment would modify the original
legislation to exclude from any requirement to participate in com-
munity work and training programs the same categories of recipients
as are excluded from the WIN registration requirement, as well as
individuals who are already participating in WIN. In addition, pro-
tective payments for children whose relatives fail to comply with the
community work and training requirements would be provided.

EARNED INCOME DISREGARD

(Section 524 of the Bill)

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

1. All earned income of a child who is a ful-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 poverty line.

In nn 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 States indicated that
they imposed no dollar limit on child care expenses. Of those that did,



the rap of allowSMle expense was from $17 to $50 a week. (Some
Stat indi that child care was not an allowable expense under
AFDC. Prsumaly, in tose States, if child care were necesswy for
an AFDC family, it would be provided thruvg4i title XX vendor

sa i apei lotin and mc--Ten States indicated
t they had a standard amount for two or all of these items, ngmg

from about $25 to $44 a month. Seven States indicated that theydis-
allowed one or more of the items. More specifically, States reported
for:

1. Trans portation.-Twenty States said they had no limit for
transportation expenses Those that gave mileae limitations
r dfrom 6 cents to 20 cents a mile. States did not indicate
whe the allowed car payments or repairs as work expenses.

2. 8peciat coChiW.-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.

8. Luwc.--Fourteen States said they had not established a
limit. Thosethat have, gve a range of from $0.25to $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.
. (7ommate p 1* 0ios--The committee believes that the broad dis-

cretion that now exists in determining work expenses leads to abuse,
and also results in unnecessary administrative complexities and error.
The committee amendment would address these problems by requir-
ing States to disregard the first $60 earned monthly by an individual
wo in" full time ($80 in the case of an individual working part-
time), m lieu of individual itemized work expenses. In addition, rea-
sonable child care expenses, subject to limitations prescribed by the
Secretary, would then be disregarded. To preserve an incentive for
additional earnings, but also to provide for a phaseout of welfare
payments at a reasonable level, the committee amendment would pro-
vide for the disregard of one-third of remaining earnings, up to $300,
plus one-fifth of remaining earnings above $500 a month. Thus, in a
State where the payment standard is $300 a month for a family of
four (in July 1976 the median State's payment standard was $317),
the level of earnings at which a family would no longer be eligible for
any AFDC payment would be $585 a month (assuming child care
expenses of $100). A State which implements this section upon enact.
meant and prior to tile effective date would not be regarded as out of
compliance with requirements imposed with respect to improved State
plans under part A of title IV of the Social Security Act.

The following example compares the effects of present law and the
committee bill.
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Example: Recipient earns $500 per month, pays $200 for child care; pays $110
for union dues, parking fees, interest on automobile, withholding taxes, etc.

State AFDC payment for family with no income would be $300.

Present law:
$500 Is reduced by: Amount

Basic disregard.....................................................................$30343 percent of earnings above basic disregard ...................... 157
Child care costs ....................................................... 200
Other work expenses ................................................. 110

Total disregard ...................................................... 497
Family Is paid in AFDC:

$M00 fullpantymet less the $3 of earned income which Is not dis-
regardV7o........... , ...................................... 297

Committee bill:
$500 is reduced by:

Basic disregard ....................................................... 60
Allowable child care ' ................................................. 150
33% percent of the 1st $300 of earnings above other disregards;
20 percent of earnings above that $300..........................97

Total disregard ..................................................... 307
Family Is paid In AFDC:

$300 full payment less the $193 of earned Income which Is not dis.
regarded ............................................................ 107

'Assumes that HEW limit on deductible child care would be $150 for the Individual In this
example.

I In this example. the excess Income above other disregards Is only $290; thus the 20-
percent factor does not come into play.

H. GNmm L PROSIONS

PR/AUD INFORMATION

(Section 601 of the Bill)
Present law.-At the present time the responsibility for AFDC

fraud activities rests primarily with the States. The Federal role has
been limited to the provision of some technical assistance, the referral
to State agencies of situations of fraud uncovered in Federal audits,
and matching of 50 percent of the cost of welfare agency activities
related to detection and pursuit of fraud. Although the Federal Gov-
ernment collects some statistics on fraud activities of the States, these
are limited and incomplete. As a result, there is little information
available by which to judge the extent of fraud in the AFDC program
or the nature and extent of State and local actions to deal with it. Data
for the program of Supplemental Security Income program are also
inadequate.

C'&mit provi-io -The committee amendment would require
the Inspector General in the Department of Health, Education, and
Welfare to collect and compile data relating to fraud in the AFDC
and SSI programs to show the number of cases awaiting or under ac-
tive investigation (and the amounts of money involved), the number
of cases settled by administrative action, the number of cases referred
for possible criminal prosecution, and the number of cases adjudicated
(including the decision and any penalties imposed).

96-6820-77---8
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ALIENS UNDER PUBLIC ASSISTANCE PROGRAMS

(Section 602 of the Bill)
Preaent t.---In order for an alien to be eligible for Supplemental

Security Income or Aid to Families with Dependent Children pay-
ments under present law and regulations, he must be lawfully admitted
for permanent residence or otherwise permanently residing in the
United States "under color of law." The latter category refers prmar-
ily to refugees who enter as conditional entrants or parolees. Analien
seeking admission to the United States must establish that he is not
likely to become public charge. If a visa applicant does not have suf-
ficient resources of his own, a .S. consular officer may require assur-
ance from a resident of the United States that the alien will be sup-
ported. In addition, the Immigration and Nationality Act provides
that an immigrant who becomes a "public charge" within 5 years of his
entry into the United States may bedeported if the cause of his be-
coming a "public charge" did not arise subsequent to his entry. How-
ever, receipt of SSI or AFDC payments does not constitute becoming
a "public charge" under present court interpretations of that term.

There have been complaints, particularly in a few States, that legal
aliens have been applying for and receiving welfare benefits within a
very short period after their entry into the country. As welfare recipi-
ents, these aliens are m o generally eligible for the full range of medic.-
aid benefits offered within their State.

The General Accounting Office, in a study published in 1975, found
that "large expenditures of tax money, Federal and State, have been

made to support immigrants and their families within 5 years after
their entry.

In support of this finding the GAO stated that its analysis of 195
randomly selected immigrant welfare cases in Los Angeles County
showed that 44 percent a pplied for assistance within 5 years after
entry. More than half of these applied within 2 years after entry. An
analysis of 100 immigrant cases in three Massachusetts cities (Cam-
bridge, Lowell and New Bedford) showed that 58 cases received assist-
ance within 5 years after entry, and 37 within 2 years. In New York
City the GAO analyzed the cases of 110 permanent-resident aliens who
applied for welfare within 5 years after they had entered as immi-
grants. It found that 87 percent received assistance within 1 year after
their entry, and 59 percent within 2 years.

(ov nte protv, on-The committee believes that it is reasonable
and logical to consider aliens in cases such as these, who are receiving
public money through the SSI and AFDC programs, as meeting the
definition of "public charge." The committee also believes that the law
should provide a deterrent to individuals and families who enter the
United States with the expectation that they may apply for and re-
ceive welfare payments at any time after their entry. The committee
bill would therefore amend the Social Security Act to provide that for
purposes of the Immigration and Nationality Act the term "public
charge" shall include recipients of SSI, State supplementary SSI pay-
ments, AFDC, and any other State or Federal public assistance pro-
gram which is based on need, without regard to whether the alien
who receives such assistance is liable to repay, or whether any demand
is made for repayment. The committee notes that this provision would
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in no way pena izethose immigiwits who come to the United States
with the full intention of bemig self-supporting, but who as the result
of causes which arise after ther entry find that they must seek welfare
M.stance.

PUBLIC ASSISTANCE EXPENDITURES IN PUERTO RICO, GUAM, AND
THE VIRGIN ISLANDS

(Section 608.of the Bill)

Present/law.-Under existing law there is a dollar ceiling on Fed-
eral matching for costs of cash assistance, administration and social
services provided under the pro s 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 ceiling is $4
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 addi-
tion, these jurisdictions are limited to 50 percent Federal matching,
whereas the States may receive from 50 to 83 percent Federal matc-ing, depending on State per capita income.

The average payment in May 1977 for AFDC recipients was $10.89
in Puerto Rico, $50.71 in Guam, and $39.75 in the Virgin Islands, com-
pared to a U.S. average of $75.56 per recipient. Average payments in
December 1976 for the aged in theee jurisdictions were $19.04 in Puerto
Rico, $70.66 in Guam, and $55.94 in the Virgin Islands, compared to
the average federally administered SSI payment of about $120.

Committee pr0 -The committee believes that these funding
restrictions have had the effect of maintaining an undesirably low
payment level for all categories of recipients in these jurisdictions. The
committee amendment would enable payment levels to be raised for
needy families with children and for the aged, blind, and disabled by
increasing the Federal matching percentage from 50 percent to 75
percent, while tripling the dollar limitations. This will permit the
territories to double the size of their federally matched assistance under
these programs with no increase in non-Federal matching. The amounts
for each jurisdiction under present law and under the committee pro-
-vision are shown in the table below. This provision would be effective
on April 1, 1978.

FEDERAL FUNDS FOR ASSISTANCE PROGRAMS

Present law Committee bill
(50 percent (75 percent

Federal matching) Federal matching)

Puerto Rico ................... $24,000,000 $72,000,000
Virgin Islands ................. 800,000 2,400,000
Guam ......................... 1,100,000 3,300,000

In addition, the committee amendment would treat the Northern
Marianas in a manner comparable with Puerto Rico, the Virgin
Islands, and Guam. Specifically, the committee amendment would
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establish in the Northern Marianas the programs of aid to the aged,
blind, and disabled, AFDC and medicaid subject to the same match-
Ing and a comparable overall limit on Federal funding ($570,000) as
is provided for in the case of other territories.

STUDY OF COVERAGE OF EPILEPSY AND SIMILARLY DISABLING

CONDITIONS UNDER MEDICARE

(Section 604 of the Bill)

The committee bill requires the Department of Health, Education,
and Welfare to conduct a study of the problems faced by people with
epilepsy or similarly incapacitating conditions in obtaining adequate
health insurance coverage. The study will look into the availability of
health insurance and other means of coverage of health care costs. In
the study, the.Secretary is to evaluate the advantages and disadvan-
tages of covering such conditions under the medicare program.

III. REGULATORY IMPACT OF THE BILL

In compliance with paragraph 5 of rule XXIX of the Standing
Rules of the Senate, the following statements are made concerning the
regulatory impact of the bill.

TT7LE I

Adoption a8eitance.-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 Lssistance program would affect the welfare agency em-
ployees and the children who would be eligible for the adoption sub-
sidies and their adoptive parents. While the exact number ol individ-
uals affected cannotbeestimated 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 program
itself would provide economic assistance to families adoptinghard-to-
place children, the overall economic impact should be relatively neutral
since the objective of the program is to provide the approximate levelof assistance to the adoptive niily which would have been provided
had the child remainedin foster carm The provision 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 require-
ments. Additional paperwork will be required in the form of applica-
tions for benefits and provision of supporting material as well as sta-
tistical reporting by State welfare agencies concerning the implementa-
tion of the program However, the paperwork involved should be
roughly typical of that involved in other types of benefit programs
un r 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
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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
p rovide financial and other data in order to permit proper accounting
or 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-
in this provision will require institutions receiving funding throughthis 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
paper work 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 March 1977. there were then 25,000 children
reported as being in institutional foster care funded under this
program.

Child weif armemi .- 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 eaeh 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 in
the program. Overall, it is estimated that somewhat less than a million,
children are in foster care nationally.

TITLE II

Title II with relatively minor modifications extends existing fund-
ing and other -provisions of present law related to the child care and
social services programs under title XX of the Social Security Act.
The regulatory impact of title 1I is expertd to be negligible.
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Tm M

Title III of the bill makes several amendments to the supplemental
security income (SSI) program of income assurance for needy aged,
blind, and disabled individuals. The SSI procrm provides benefits
to approximately four million persons. The bill modifies a number of
the statutory provuons under which this program is operated. Since
this is administered as a direct Federal program. it is expected that
most of the regulations issued hereunder will simply amount to restate-
ments of the statutory provisions. Most of the provisions will affect
relatively small portions of the four million recipients and the overall
reulatory impact of this title is therefore expected to be minimal.
Several provisions, in fact, are designed to simplify the program or
relieve individuals of certain restrictions now imposed. Certain of the
sections of this title would require some regulatory activity, for exam-
ple, section 311 provides for the establishment of a corps of SSI recip-
ients to be employed by the States in an information and referral
Capacity. This authority would require departmental guidelines to be
followed by State welfare agencies. However, the authority is limited
to a total of 1,000 full-time positions or the equivalent. Similarly,
section 314 authorizes the establishment of a emergency assistance
program to be administered by State social service agencies for meet-
ing urgent situations encountered by SSI recipients which are not
funded through the basic SSI program. These agencies would be
required to submit State plans and to operate those plans in accord
with departmental regulations. However, it is the intent of this legis-
lation that great flexibility be provided to the States in operating
these programs and the regulatory impact and amount of paperwork
required should be much less than is true for Federal programs gen-
erally. Overall, the net impact of the SSI title of the bill should be
to reve somewhat the complexity of the existing program without
creating any substantial regulatory impact.

Tnz IV

Title IV of the bill provides for a one-time fiscal relief payment
to the States (in two installments) designed to help meet State and
local welfare costs. The first installment involves no regulatory impact.
The second installment would be based on improvement in State wel-
fare error rates through June 1978. Since the formula used would be
based on quality control reports made under existing regulations, this
provision would also have no significant regulatory impact.

TrrLEV

Title V of the bill contains a number of amendments designed to
improve the operations of the aid to families with dependent children
(AFDC) program. The AFDC program is a State-operated assist-
ance program which receives Federal matching funds throuirh title
IV of the Social Security Act. As of March 1977, 11.3 million in-
dividuals were recipients of benefits under this program. The regula-
tory impact of the provisions in title V of the bill are largely confined
to these individuals and to the State and local welfare agencies which
administer the program and their employees.
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Quality control 8ytmn.-The bill establishes with a statutory basis
a quality control system. In large measure this system is alady im.-
plemented and regulations required by the bill would be mailly
amendatory in nature involving little new regulatory impact. While
there would be some additional re ments not now included in the
system, the impact would be largely on State and local administrative
personnel rather than on recipients dircly. The level of paper work
required would be increased somewhat. However, a provision also adds
fiscal incentives to the quality control program and is expected overall
to improve the accuracy of State welfare operations. Accordingly, any
increased cost to States through additional paperwork can be expted
to be more than offset by the savings in pgram cost and by the in-
centive payments available. Similarly,te bill includes several sec-
tions designed to encourage better administration by making available
favorable matching rates for certain activities such as the issuance
of recipient identification cards, the establishment of fraud control
units, and the development of mechanized information systems. These
provisions all would entail some increased paperwork and would in-
volve a certain amount of regulatory impact by the Federal Govern-
ment on those States which elect to implement these provisions.
However, the net impact should be an economic savings to the States
through improved administration and in some respects the new pro-
visions themselves could reduce paperwork requirements (e.g., through
the development of more highly computerized operations).

Several sections of the AFDC title are designed essentially to lessen
the existing regulatory impact of the aid to families with dependent
children statute on the States by permitting at State option certain
administrative changes which are not allowable under existing law.
For example, sectim 505 allows States at their option to modify the
method of determining eligibility for benefits. Section 506 primarily
would result in giving State audit agencies greater flexibility in ex-
amining welfare program operations and sections 522 and 523 would
permit States to undertake certain types of work programs in connec-
tion with the aid to families with dependent children population whiich
are not permitted under existing law. While some regulations would
have to be developed and complied with in the implementation of
these sections, the committee believes that States would find the sec-
tions themselves and the regulations thereunder to represent a net
lessening, of regulatory impact.

The bill also contains several sections related to AFDC which would
have direct impact on individual recipients. For example, sections deal-
ing with the earned income disregard provision would modify and in
many cases reduce the allowable deductions under the program. This
would involve regulations both implementing the statutory provisions
and to some extent interpreting them (for example, the bill provides
that child care expenses would be allowed as a deduction only to the
extent that the Department specifies as reasonable in regulations).
The regulations would have an impact on those recipients who are
employed.

Title V of the bill also contains several amendments designed to
strengthen and improve the child support enforcement program. The
regulator. impact of these provisions i minimal and are limited to
the families who are being aided by the programs and to State and
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local agencies administering the program. Section 512 relating to Fed-
eral matching for COEnson of judges and other court personnel
for services clearly identifiable with and directly related to services
performed under the child support enforcement program will clarify
th intent of Con and the law and lessen the regulatory impact of
the current regulations.

Trrz VI

Title VI of the bill includes three provisions relating to social wel-
fare p.r m Section 601 requires the Ir General of HEW
to compile and publish fraud data and would require minimal regula-
tory impact mainly affecting State and local welfare agencies who
would be required to compile and transmit certain additional data to
the Inspector General. Section 602 redefines the term "public charge"
as it applies to aliens receiving public assistance. The provision is
essentially self-executing and would require minimal regulatory dis-
cretion. The impact of the provision would be mainly to discourage
p rsons in other countries from coming to the United States with a
view toward receiving welfare assistance, Section 603 has no regula-
tory impact.

TrL VII

Title VII increases Federal funding for public assistance programs
in Guam, the Virgin Islands, and Puerto Rico. Apart from regula-
tions implementing the increased funding, no regulatory impact should
result from these provisions. Title VII also extends to the Northern
Marianas the welfare programs now applicable to the other territories.
This would require HEW regulations to become applicable to that
jurisdiction in the same manner as they are applicable to the other
territories.

IV. VOTE OF THE COMMITTEE IN REPORTING
THE BILL

In compliance with section 138 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 vote of 8 to 8.

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 0omittee on Finance submitted a report (Senate Report 95-457)
to the Senate on September 29, 1977, subdividing among programs the
allocations of budget authority and outlays designated for the com-
mittee in the conference report on the second concurrent resolution
on the budget for fiscal year 1978. The bill affects the following pro-
gram categories covered by that report: Assistance programs; social
services; fiscal relief for State and local welfare costs. The following
table shows the committee allocations presented in that report for those
programs.
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FINANCE COMMITTEE BUDGET ALLOCATIONS FOR FISCAL
YEAR 1978

[In billions of dollars)

Budget authority Outlays

Control- All Control- All
lable other lable other

Program amounts amounts Total amounts amounts Total

Assistance programs;
AFDC, SSI, etc .......- 0.3 11.6 11.2 -0.3 12.0 11.7

Social services ........ .1 2.5 2.6 1 2.5 2.6
Fiscal relief for State

and local welfare
costs ................ +.5 ........ .5 +.5 ....... ..5

As shown in the above table, the committee in its allocation report
allowed for legislation increasing social services funding by $0.1 bil-
lion providing a new one-time program of fiscal relief for State and
local welfare costs involving increased Federal funding of $0.5 billion
for fiscal year 1978, and involving a new reduction in Federal spend-
ing under mistance program (AFDC, SSI, etc.) of $0.3 billion.
HR. 72 0, as reported, conforms with each of these allocations. The
budget allocation report of the committee also projected a reduction
in social security expenditures of $0.4 billion in fiscal year 1978. A
savings in excess of that amount is accomplished in the bill H.R. 5322
which has been reported by the committee.

COMMITTEE ESTIMATES

Estimates by the committee of the costs and savings of the bill for
fiscal years 1978-82 are presented in the table below.

TABLE 16.--COMMITTEE ESTIMATES OF THE COST IMPACT OF
THE BILL
[In millions)

Cost impact in fiscal year I

Provision 1978 1979 1980 1981 1982

Adoption Foster
Care, Child Welfare

Sec. 101:
Adoption assistance. 0
Ceiling on foster

care funding...... -$2
Foster care funding

in certain public
institutions........ -+2

See footnotes at end of table.

-$7 -$15 -$19 -$21

+4 +6 +9 +12
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TABLE 16.-COMMITTEE ESTIMATES OF THE COST IMPACT OF
THE BILL-Continued

[In millions)

Cost impact in fiscal year

Provision 1978 1979 1980 1981 1982

Adoption, Foster Care,
Child Welfare-Con.

Secs. 102-103: Modi-
fications in child
welfare services
program 2 ...........

Social Services
Child Care

Sec. 201: Increase in
child care, social
services funding.....

Sec. 202: Social serv-
ices funding for
territories ...........

+100 +150 +200 +200 +200

Supplemental
Security Income

Sec. 301: Attribution
of parent's income..

Sec. 302: In-kind in-
com e .. .............

Secs. 303-306: Treat-
ment of disaster
relief......

Sec. 307: Mandatory
State supplementa-
tion changes......

Sec. 308: Accounting
and reporting ex-
periments .........

Sec. 309: Advances
of title II entitle-
ment .............

Sec. 310: Increase in
institutional rate. ...

Sec. 311: Use of re-
cipients for infor-
mation and referral..

-2

+15

(3)

0

(3)

-17

+3

-2

+16

(3)

0

(3)

-18

+13

+1 +3

-3

+17

(3)

0

(3)

-19

+13

+3

-3 -3

+18 +19

(3)

(3)

-20

(3)

(3)

-21

+13 +13

+3 +3

+63 +150 +210 +210 +210
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TABLE 16.--COMMITTEE ESTIMATES OF THE COST IMPACT OF
THE BILL-Continued

[In millions]

Cost impact in fiscal year I

Provision 1978 1979 1980 1981 1982

Supplemental Secu-
rity Income-Con.

Sec. 312: Direct pay-
ment to certain ad-
dicts and alcoholics. (3) (3) (3) (3) (3)

Sec. 313: Exclusion
of burial resources (3) (3) (3) (3) (3)

Sec. 314: Emergency
needsprogram2' 0 10 11 12 13

Sec. 315: Guidelines
for Federal/State
liability t t 0 (3)

Sec. 316:State liabil-
ity for certain in-
correct medicaid
cost ........ (3) (3) (3)

Sec. 317: Sheltered())
workshop income.... +2 +2 +2 +2 +2

Sec. 318: Departmen-
tal reports ......... (3) () (3) (3) (3)

Fiscal Relief
0

Sec. 401: Fiscal relief
for welfare costs ... +500 +400 0 0 0

AFDC Provisions

Sec. 501:
Quality control.... (3) (3) () (3)

Incentives for low
error rate .......... -35 -40 -50 -60 -70

Sec. 502: Identifica-
tion cards.......... -9 -9 -10 -11 -12

Sec. 503: Increased
matching for anti-
fraud measures .....

Sec. 504 (technical)...
Sec. 505: Prorating

AFDC benefits in
certain cases........-104 -109 -114 -124 -131

-- w v
46 -- v 46 L- -- r - L %.# A
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TABLE 16.-COMMITTEE
THE

ESTIMATES OF THE COST IMPACT OF
BILL-Continued

[in millions]

Cost impact in fiscal year '

Provision 1978 1979 1980 1981

AFDC Provisions-
Continued

Sec. 506: Disclosure
of AFDC information

Sec. 507: Manage-
ment information
system...

Sec. 508: Access to
wage information...

Sec. 509: Child
support for non-
AFDC families ..

Sec. 510: Child
support matching
procedures......

Sec. 511: Distribution
of certain child
support collections

Sec. 512: Matching
for personnel 6I . . . . ..

Sec. 513 (technical)...
Sec. 514: AFDC

vendor payments
Sec. 520: WIN

modifications.
Sec. 521: Treatment

of unreported
earnings ... ........

Sec. 522: State dem-
onstration projects..

Sec. 523: Community
work and training.....

Sec. 524: Earned in-
come disregard....

General Provisions

Sec. 601: Compilation
of fraud data-......

Sec. 602: Aliens re-
ceiving public as-
sistance ..........

(4)

+7

(4)

(4)

+7

(4)

(4)

+8

(4)

(4)

+8

(4)

(0) (+40) (+43) (+45) (+47)

(3)

-4

(+8)
0

(3)

-43

-23

(4)

-14

(3)

-5

(+1 1

(3)

-55

-24

(4)

-15

(3)

-6

(+128

(3)

-60

-26

(4)

-29

-175 -230 -241

(4) (4)

(")

-6

(+138

(3)

(3)

-6

(+148

(3)

1982

+9

(4)

-65 -70

-28 -30

(4) (4)

-58 -58

-261 -276

(4)

-48 -53 -56-43 -46



119

TABLE 16.--COMMITTEE
THE

ESTIMATES OF THE COST IMPACT OF
BILL-Continued

(In millions)

Cost impact in fiscal year'

Provision 1978 1979 1980 1981 1982

General Provisions-
Continued

Sec. 603: Coverage of
epilepsy study..

Secs. 701-702: In-
creased matching
for territorial pro-
gram s ...............

Sec. 703: Assistance
programs in Mari-
anas ................

Totals

A. Assumed appro-
priations (secs.
02v 103t314)...

B. Entitlements:
Social services

(secs. 201,202)..
Assistance pro-

rams (AFDC/.9S I.etc..).. . . .

Fiscal relief (sec.
401)..............

+26

(,)

+52

(8)

+52

(a)

+52

(3)

+52

(,)

+63 +160 +221 +222 +223

+100 +150 +200 +200 +200

-415 -463 -549 -603 -631

+ 500 +400 ..........................

I Amounts shown represent estimated outlays during fiscal year. The committee
assumes that budget authority to meet these outlays would be enacted in the same
amounts for the same fiscal years.

Amounts shown assume increased appropriations for this program.
Amount would be negligible or would involve at least offsetting savings.

' Although no specific savings can be estimated for these sections, their com-
bined impact can be anticipated to reduce program costs. See discussion below.

A Amounts shown represent estimates received by the committee of the cost of
implementing the provision. These amounts are shown since they are more than
negligible. However, they are not included in the totals since the committee is con-
vinced that the Implementation of these provisions will in fact reduce costs sub-
stantially more than the amounts shown.

The above table represents the committee's best estimate of the net
imp" of the bill onFederal expenditures. During the course of con-
sidering the bill and preparing the report, the committee received
estimates of the cost of provmons prepared by the Adminimstration and
also consulted with the Congeresonal Bdge Office. A formal esti-
mate was received from the Congressional Budget Office on Novem.
ber 1, 1977. This CBO estimate is included in this eport. The CBO



estimate differs in some respects from the committee estimates shown
in the table. A discussion of the reasons for the committee estimates
and areas of difference with the CBO or Administration estimates is
given below.

Foster care.-As of the time the report was prepared, the commit-
tee had not received Administration est of the net cost impact
of the foster care provisions. The committee believes that the broaden-
ing of foster care funding by permitting such funding in public insti-
tutions will have modest costs particularly in the early years since the
provision is on a prospective basis. The ceiling on foster care funding
should result in some reduction in the cost of this program and some
reduction should also arise from the improved monitoring of the statu-
tory limitation on the types of costs which may be matched in the case
of institutional foster care.

CUM care.-The committee bill increases the limit on child care
funding by $200 million effective with fiscal year 1978. While reports
with respect to fiscal year 1977 use of this added funding are very
sketchy and inconclusive, it appears that a substantial amount of the
increased funding either was not used or was used in a manner which
decreased costs under the basic $2.5 billion entitlement ceiling. The
committee believes that it is reasonable to anticipate, particularly
since the fiscal year has already commenced, that no more than half
of the increased ceiling will in fact be used in fiscal 1978.

Sutpplemedasecurityincome.-The estimates of the committee in
the SSI area are largely based on estimates provided by the Adminis-
tration.

Fiscalrelief.-The fiscal relief provisions of the bill will provide an
entitlement of $50 million for fiscal year 1978 and a potential entitle-
ment of $500 million for fiscal 1979. The committee anticipates that
the States will make considerable efforts to attain the maximum en-
titlement in fiscal 1979 and that there will consequently be paid out a
total of $400 million in that year under the provision.

Aid to famiies wth dependent childreM and chid support en-
forcement.-The committee estimates of the cost and savings of
aid to families with dependent children rely heavily on estimates
provided by the Administration. The committee notes, however,
that this is an area in which estimates are based on assumptions
as to future behavior of States and individuals for which little if
any reliable guidelines for prediction exist. In particular, the Con-
gressional Budget Office estimate with respect to the impact of the
work incentive program shows no savings (in fact, it shows the pro-
vision as adding costs over existing law). The committee believes that
this represents a judgemental decision on the part of CBO estimators
&s to whether or not a particular new legislative initiative will be effec.-
tive. The committee believes that its judgment and that of the agency
charged with administering the program provide a better guide for
developing an estimate of the potential savings to be realized. Sim-
ilarly, the committee notes that the estimated savings under section
505 made by the Administration exceeds the estimate made by CBO
in this area. Again, however, the exact amount to be saved depends
upon assumptions as to how many States will implement the provision
and in which-ways The committee believes that those who will ad-
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minister the grm at the Federal level are probably in the best
position to make suehjudgments.
The table above shows specific dollar estimates as costs for sections

509 and 512. These amounts bave little impact on fiscal 1978. How-
ever, the committee believes it would be inaccurate to show them as
costs and has therefore not included them in the totals. Both of these
items represent the cost of implementing the provision without any
allowance for the savings to begenerated..In the case of child support
matching for nonwelfare families, it is quite clear from the experience

with respect to welfare families that the savings which can be realized
through the child support enforcement program far outweigh the
cost& While the exact amount of savings from keeping families off
welfare by obtaining support from absent parents has not been calcu-
lated, the committee is convinced that it would substantially exceed
the cost of the provision. Similarly, the provision authorizing match-
ing of certain increased court costs for handling child support cases
clearly will result in a net savings The provision pays only for incre-
mental costs and States will not be likely to put up the non-Federal
matching share unless they forsee a profit in doing so. Given the
known backlog of unprocessed child support cases the potential for
such savings seems very sif"cant.

The committee also wishes to call attention to the fact that the
various provisions of title V taken together (particularly those shown
under footnote 4.) can be reasonably expected to result in significant
savings in the AFDC program even though many of them may not be
possible to estimate with any degree of precision. Thus, the committee
would expect that the fiscal year 1978 savings of $372 million should
be considered a minimal estimate rather than an optimistic estimate.

Alien proiion--The estimate of savings attributable to the pro-
vision of the bill dealing with aliens (section 602) is based on an esti-
mate provided by the Administration._

OveraU impadt.-The budgetary impact of the bill, under the com-
mittee estimates, will result in fiscal year 1978 expenditures which are
well within the limits of the second concurrent resolution as measured
against the budget allocation report issued by the comrnnittee. In addi-
tion, the committee notes that, in the income security function of the
budget, the second concurrent resolution total as allocated by this comn-
mnittee assumed a savings of $400) million in social security outlays in
fiscal 1978. The social security bill being concurrently reported by the
committee provides savings somewhat in excess of that amount.

OMPARISON WIH A )MINISTRATION ESTIMATES

The estimates shown in table 16 for the following sections are
estimates made by the Administration: Sections 302, 309, 310, 317,
502, 505-508, 510, 511,521-523, 601, and 602. (Sections footnoted 3 or 4
in the table were estimated by the Administration as negligible or no

No estimate has been received from the Administration as to the
net cost of section 101. The Administration provided an estimate that
foster care under the committee bill would involve Federal costs of
$261 million in fiscal 1978 rising to $382 million in fiscal 1982. This
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estimate apparently includes present law cost as well as the impact of
the committee bill.

The Administration estimates for section 811 are consistent with the
committee estimates for fiscal years 1979 through 1982. The committee
believes that fiscal 1978 costs will be somewhat less because of reasen-
able first-year delay in implementing the program.

The Ad S&ion estimate for section-401 for fiscal 1978 is the
sum as shown in the table. The Administration did not provide an
estimate for fiscal 1979 other than indicating that the maximum cost
would be $500 million.

The Administration estimates for sections 509 and 512 are the same
as shown in the table. As noted above, however, the committee believes
that these represent the cost of implementing the provisions but do not
reflect offeettin savings which would be, in the committee's view,
higher than the implementation cost.

The fiscal 1978 estimate for section 520 is based on Administration
supplied estimates. No estimate was supplied for subsequent years The
amount shown represents the committee projection of the fiscal 1978
Administration estimate.

The estimates shown in the table for section 524 are Administration
estimates except for fiscal 1978 in which the committee reduced the
Administration estimated savings of $219 million to take account of
the fact that this provision will be in effect for less than a full year.

The committee estimates for sections 701, 702, and 703 are $81 mil-
lion for fiscal 1978, $48 million for fiscal 1979, and $51 million for
fiscal years 1980 to 1982. Since these sections provide statutory limits
for funding, the committee believes that its estimates more nearly
reflect the provisions in the bill.

The Administration either provided no estimate or indicated that
it was unable to estimate the cost of sections 102, 103, 201, 202, 301,
308-0, 812-316, 318, 501,503, and 514. The committee estimates with
respect to the savings to be anticipated through the incentives pro-
vided under sections 501 and 401 (shown in the table under section
501) were made on the basis of consultations with Administration cost
estimators and the Congrssional Budget Office.

CBO ESTIMATE

The estimate prepared by the Congressional Budget Office is printed
below:

CONGRESSIONAL BUDGET OFICZ,
U.S. CONGRESS,

Washington, D.C., November 1, 1977.
Hon. RUSSELL LONG,
C irman, Committee on Finance,
U.S. Senate, Wakhiugf, D.C.

DEAR MR. CHARMAIN: Pursuant to section 403 of the Congressional
Budget Act of 1974, the Congressonal Budget Office has prepared the
attached cost estimate for HR. 7200, the Public Assistance Amend-
ments of 1977.



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

Sincerely,
ALICE M. RiVLIN, D/fector.

COI JRESSIONAL BUDGET OFFICE-COST ESTIMATE

I. Bill Number: H.R. 7200.
2. Bill title: Public Assistance Amendments of 1977.
3. Bill status: As ordered reported by the Senate Finance Commit-

tee, November 1, 1977.
4. Bill purpose: '

Title f: To amend the Social Security Act with regard to adop-
tion and foster care, and child welfare services.

Title II: To make certain amendments to the social services
program.

Title III: To modify a number of provisions in the Social Se-
curity Act dealing with supplemental security income.

Title IV: To provide fiscal relief for States with respect to
AFDC programs.

Title V: To amend a number of parts of the Social Security Act
relating to aid to families with dependent children.

Title VI: To make certain general provisions relating to welfare.
Title VII: To modify federal financial participation in public

assistance programs in Puerto Rico, the Virgin Islands, Guam, and
the Northern Mariana Islands.

5. Cost estimate:
[In millions of dollars]

Fiscal year-

Title and section 1978 1979 1980 1981 1982

Title I:
101 (add to Social

Security Act sec.
471)............... 10.0 10.5 11.1 11.6 12.3

101 (add to Social
Security Act sec.
474)...............-.9 -7.0 -14.8 -19.4 -21.1

Total, title I ....... 9.1 3.5 -3.7 -7.8 -8.8
Total, title II, 201 ....... 200.0 200.0 200.0 200.0 200.0

Title III:
301 ................
302 ................
309o............
310 ................
311 ................
314 ................
317 ................

Total, title Ill.
Total, title IV, 401.

* -1.7 -2.3 -2.6 -2.9 -3.2
* 7.5 7.5 8.0 8.0 8.5
* -17.0 -18.0 -19.0 -20.0 -21.0
* 3.2 12.6 12.6 12.6 12.6
* 1.0 2.0 3.0 3.0 3.0
* 0 0 10.0 10.0 10.0
* 2.0 2.1 2.2 2.3 2.4

. -5.0 3.9 14.2 13.0 12.3
* 465.0 399.0 -32.0 -16.0 -8.0

1See attached section-by-secton anWyss.

96-482 0-77--9
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(in millions of dollars)

Fiscal year-

Title and section 1978 1979 1980 1981 1982

Ttle V:
501................. .7 -. 2 -. 7 -. 7 -. 8
502 ................. -9.0 -9.0 -10.0 -11.0 -12.0
55 ................. -20.5 -43.5 -50.6 -56.0 -62.2
507................. 6.7 49.1 31.5 -6.2 -6.2
509.......................... 40.0 43.0 45.0 47.0
510 and 511 ..........- 2.0 -2.0 -2.5 -2.5 -2.5
512................. 7.5 11.0 11.8 12.7 13.5
513................. 5.0 5.2 5.5 5.8 6.1
520 ................. 36.3 76.8 81.4 86.2 91.4
521 ................. -23.0 -24.0 -26.0 -28.0 -30.0
522................. 0 0 0 0 0
523................. -. 6 -1.9 -2.5 -4.5 -4.6
524............... -175.0 -230.0 -241.0 -261.0 -276.0

Total, title V.......
Total, title Vl, 602.....
Total, title VII, 702 and

703 ...................

-173.9 -128.5 -160.1 -220.2 -236.3

-21.3 -45.9 -48.3 -52.7 -55.7

25.9 52.4 52.4 52.4 52.4

Total, H.R. 7200.. 499.8 484.4 22.5 -31.3 -44.1

6. Basis for estimate.
TITLE I

Section 101.-Foster care maintenance payments program (add
section 471 to title IV of Social Security Act.).

Federal payments for foster home care of dependent children in
public institutions with no more than twenty-five children.

Because some States have AFDC-eligible children in public in-
stitutions who are not currently receiving federally subsidized foster
care, this provision will lead to an additional cost of subsidizing these
foster care children. CBO estimates that these additional children
will cost the Federal Government $10 million in fiscal year 197s.It has been argued that public care would have a smaler averagecost than the private cWare currently paid for with Fedveal matching,

and that the introduction of public care would therefore result in a
savings in expenditures. However, the differences did not seem to be
significant enough to consider in estimating the cost of the provision
Fiscal year: Malion.

1978-- - - - - --- $10.0
1979_ - -- 10.51980-- - - - -- - - - - -- - - - - -- - - - - -- - - - 1 .1
1981----------------------------1.6
1982---------------------------12. 3

Section 101.-Adoption assistance program (add section 472 to
title IV of Social Security Act.)

This program provides for Federal participation in adoption subsi-
dies for foster care children with special needs as determined by the
State. The adoption subsidy is limited to families of a given size with
incomes not greater than 115 percent of the State's median income (for
that size family). Because the subsidy is limited to children who would
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have received foster care in any case and because it cannot exceed
what the foster care payment would have been, CBO anticipates a
small savings from this provision. Offsetting this are increased ad-
ministrative costs and subsidies for children who might have been
adopted anyhow. CBO estimates the net effect to be a cost of zero.

Section I.-Payments to States; allotments to States (add section
474 to title IV of Social Security Act.)

Subsection (b) (3) (A) .- For several years the Federal cost for foster
care has risen quite rapidly asstates have taken advantage of the
foster care program. This provision puts a ceiling on how much this
program may expand. For fiscal year 1978, the allotment of each
State shall be equal to 120 percent of its allotment for the preceding
fiscal year. For fiscal years 1979-1982 the allotment shall be 110
percent of the allotment for each preceding fiscalyear or if greater,
the amount provided for under subparagraph () of this section.
Assuming a federal share amount of $192.5 million for fiscal year
1977, the following table shows the impact of (b)(3)(A) on program
expenditures.

AFDC-FOSTER CARE, FEDERAL SHARE

Projected
costs given

Projected no the proposed Difference
Fiscal year ceiling costs ceiling (savings)

1977 .................... 192.5 192.5
1978 .................... 231.85 231.0 -0.85
1979 .................... 264.06 254.1 -9.96
1980 .................... 296.27 275.51 -20.76
1981 .................... 328.48 303.061 -25.419
1982 .................... 360.49 333.367 -27.123

These savings are mitigated somewhat by the following subsection,
under which States have an additional option.

Subsection (b) (3) (B).-The amount of any State's allotment, for
any fiscal year referred to in subparagraph A, shall be an amount
which bears the same ratio to $100 million as the under age 21 popula-
tion of such State to the under age 21 population of the 50.States
and the District of Columbia. The following table shows the impact
of (b)(3)(B) on program expenditures.

AFDC-Foter Care
Fiscal year:

1978------------------------------------------------------- 0
1979------------------------------------------------------3
198018--- --- 6

1982-----6
The costs indicated for (b)(3)(B) will offset some of the savings

shown for (b) (3) (A). The following table summarizes the cost/savings
impact of both subparagraphs.



126

Projected costs Additional
given the pro- costs as given Difference
posed ceiling by the added between A+8

Projected no under (bX3)(A) option and no ceiling
Fiscal year ceiling costs alone (bX3XB) (saving)

1977.192.5 ............................
1978 ...... 231.85 231.0-0.85
1979 ...... 264.06 254.1 3 -6.96
1980 ...... 296.27 275.51 6 -14.76
1981 ...... 328.48 303.061 6 -19.419
1982 ...... 360.49 333.367 6 -21.123

Fiscal year: Man*
1978-------------------------------------------85
1979-----------------------------------------------6.96
1980 ---------------------------------------------- 14.76
1981--- -- --- --19. 419
1982 -------------------------------------------------21. 123

TITLE II

Section 20 .- Increase in ceiling on Federal social services funding
extension of special provisions relating to child day care services.

This provision entities the States to an additional $200 million each
year for social services (specifically for child care in fiscal year 1978).
based on information from the Department of HEW, CBO projects

that this provision will result in an additional $200 million in outlays
in fiscal year 1978 and each ensuing year.

-- $200
1979 ------------------------------------------------- 200
1980 ------------------------------------------------- 200
1981----------------------------------------------------200
1982 ------------------------------------------------- 200

TITLE III

Section 301.-Attribution of parents' income and resources to
children.

Under this provision disabled children age 18 and over are con-
sidered to be eligible individuals in their own right whether they are
in school or not. As a result, those 18 to 21 year old individuals who
are students and living at home will be subject to the one-third
reduction in benefits, as individuals living in the household of another,
rather than having a portion of their parents' income attributed to
them. It is expected that, although some new cases will become eligible
as a result of this change, many disabled children currently on the
rolls will have their benefits reduced, thereby resulting in a net savings.
Fiscal year: AMUOR

1978 --------------------------------------------------- $1.7
1979 --------------------------------------------------- 2.3
1980 --------------------------------------------------- 2.6
1981----------------------------------------------------2.9
1982 -------------------------------------------------- 3-&2
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Section S0.-In-kind income.
This section establishes that only cash income which is available

for the support and maintenance of the beneficiary will be counted
as income. In any case where the beneficiary receives regular con-
tributions in-kind towards his shelter or food needs, the amount
of his maximum benefit would be reduced by one-third unless he
can establish that the actual value of such contributions is of a lesser
amount. The bulk of the cost associated with this provision results
from allowing those persons living in the household of another the
right to rebut the one-third reduction. Reports from SSA show that
only one-tenth of 1 percent of persons living in their own house-
holds report in-kind income.

Fiscal year: Mlions
1978. _$7.651979 ------------------------------------------------- 5

1980----------------------------------------------------8.0

1981---------------------------8.0
1982 ---------------------------------------------------- &01982.& 5

Section 303.-Exclusion from income of certain disaster assistance.
This removes the time limit on exclusion from income of disaster
relief payments.
Fiscal year: Millions

1979---------------------------(I
1980---------------------------I

1981~
1981 ----------------------------------------------------
1982-_---------------------------------------------------

Ue1 than $500,000.

Section 804.-Treatment of support and maintenance in the case of
victims of certain disasters.

Removes the time limit.
Fiscal year: Millions

1978..........................- --- ()
1979 --------------------------------------------------- ()
1980 --------------------------------------------------- (1)
1981---------------------------(I)
1982_ - -- ()

Leas than $500,000.

Section 305.-Exclusion from income of interest received-on certain
disaster relief funds.

This further liberalizes the treatment of disaster relief payments
by providing that, for a period of 9 months after the receipt of
such payments, any interest paid on these payments will not count
as income.
Fiscal year: MilUons

1978_-(1)1979----------------------------(tI

1980_-(1
1981..----------------------------------------------------(
1982-------------------------

'Le" than $500,000.

Section 306.-Exclusion from resources of certain disaster assistance
and interest income therefrom.



This provides that disaster relief payments and any interest paid
on such funds shall not be considered as assets in determining SSI
eligibility.
Fiscal ear:

1979------------------------------()
1980-- - - - - - - - -- - - - - - - - -- - - - - - - - - ()

1981-----------------------------------------------------(1)

'Less than $500.000.

Section 307.-Termination of mandatory minimum state supple-
mentation in certain cases.

This provides for the elimination of the mandatory state supple-
mentation requirement for individuals who no longer benefit from the
provision, and clarifies certain other areas.

There will be no Federal cost impact.
Section 308.--Secretary to conduct experiments regarding eligibility

accounting periods and reports regarding changes in circumstances.
This section directs the Secretary to conduct experiments with

various accounting periods and income reporting methodologies. As
SSA has notyet determined how this would be implemented, we are
unable to mae an estimate of the cost.

Section 309.--Overpayments in the case of certain recipients of
monthly insurance benefits under title II of the Social Security Act.

This change provides that, for those individuals receiving both SSI
and social secunty benefits, adjustments for errors in payment amounts
will apply to the net difference in the total payment from both pro-
grams. The estimate shown below is based on a preliminary analysis
performed by SSA. An in-depth study of the impact of this provision
is currently being conducted by the agency.
Fiscal Milr: lions

------------------------------------------------------- $17
1979 ---------------------------------------------------- 18
1980 ---------------------------------------------------- 19
1981 ---------------------------------------------------- 20
1982 ---------------------------------------------------- 21

Section 310.-EligIbility of individuals in certain medical institu-
tions.

This amendment provides an increase of $5 a month in the monthly
payment to persons in medical facilities which receive medicaid reim-

ursement in their behalf. The provision would be effective July 1, 1978
and should affect approximately 200,000 individuals a month.
Fiscal year : Million

1978- __---2
1979 --------------------------------------------------- 126
1980 --------------------------------------------------- 12.6
1981 --------------------------------------------------- 12.6
1982 --------------------------------------------------- 12.6

Scion 311.-Employment of recipients for information and referral.
This provision directs the Secretary to enter into agreements with

the States to hire and train SSI recipients to serve in SSA and local
public assistance offices to provide information and referral services
to persons receiving or seeking benefits under SSI or other public
assistance programs. Funding is authorized for 1000 man-years at
$5,000 per man-year. Should the program be fully implemented, the



$5 million cost of these public service jobs could be expected to be
offset by approximately $2 million in savings to SSI benefit costs.

Fiscat y ar* .. .. . .. .. .. . .. .. .. .

1979-------------------------- 2

1980------------------------------------------------------31981--------------------------
1982------------------------------------------------------3

Section 31.-Modification of requirement for third-party ayee.
This measure would eliminate the requirement ofa third-pafty

payee in the case of alcoholics and addicts if the attending physician
certifies that direct payment will be of significant therapeutic value
to the individual.

There would be no cost for this provision.
Section 313.-Exclusion from resources of assets designed to meet

burial expenses.
This amendment will allow a beneficiary to exclude from countable

assets a burial fund of up to $1,500 in lieu of the presently allowed
exclusion of a life insurance policy with a face value of up to $1,500.
It is not possible to estimate with any certainty the number of persons
who would elect to establish such burial funds. However, since bene-
ficiaries can presently achieve the same result through an insurance
policy, it is expected that the increase to Federal expenditures would

negligible.

Fiscal year: AM416o.ni
1978-------------------------------------------------------- (I)
1979------------------------------------------------------ (1980----------------------------()
1981---------------------------(')
1982(---------------------------------------------------------()

15 e than $500,000.

Section 314.-Nonrecurring emergency needs.
This section establishes a program of Federal matching funds (at

the rate of 50 percent) for State programs to provide nonrecurring
emergency assistance to SSI recipients. The program would be ad-
ministered by the same agencies responsible for State social services
programs. The program would operate as an authorization with the
funding limited to.$10 million for fiscal year 1980 and to such amounts
as may be appropriated in subsequent years.
Fiscaller M~ilona

1979--------------------------------------------------------- 0
1980----------------------------------------------------$10
1981-----------------------------------------------------10

1982--------------------------------------------------------10
Section 315.-Liability for Federal errors in administering State

supplemental benefits.
This amendment provides statutory authority for Federal fiscal

liability in the Federal administration of State supplemental benefit
programs. Under current practice an error tolerance rate of 3 to 5
percent of State caseload levels is used. This provision would establish
an error tolerance of 4 percent of the total State supplemental pay-
ments made in the State. Although an error tolerance rate based on
cases and one based on payments will not correspond in each State,



the savings which would result from the change in some States are
expected to balance the costs which would result in other States. This
section would also end federal fiscal liability for State Supplemental
benefit programs after fiscal year 1979. SSA has been unable to de-
termine the amount of savings which would result annually from
ending Federal liability.
Fiscal year: Milo,1978----------------------------(1)

19 7 9 - - - - - - - - - - - - - - - . - - - - - - - - - - (')
1980()-----------------------------------------------------1981.. - - - - - - - - - - - - -- - - - - - - - - - - - - (2)

1982 ----------------------------------------------------- ()
Le" than $500,000.

2 Not available.

Section 316.-States not to be liable for unrecovered Federal share
of erroneous medicaid payments attributable to Federal errors.

This provision estabises that HEW shall be liable for unrecover-
able meTMdiid payments made based upon an erroneous determination
of oligiblity for SSI.
Fiscal

1979--------------------------------------------------- (
1980 ----------------------------------------------------- ()
1981 ----------------------------------------------------- I)
1982-----------------------------------------------------(I)

£ Less than $500,000.

Section 317.-Earned income in sheltered workshops.
This section changes the treatment of income received by indi-

viduals in sheltered workshops. Under current law, if the income is
received as part of a rehabilitation program it is counted as unearned
income. This change would provide that all earnings of individuals in
sheltered workshops are counted as earned income, and therefore,
eligible for the earned income disregards.
Fiscal Myeaors

1978__ $2.0
1979----------------------------------------------------2. 1
1980----------------------------------------------------2.2
1981----------------------------------------------------2.3
1982----------------------------------------------------2.4

Les than $500,000.

Section 318.-Report to Congress concerning future administration
of SSI.

This provision directs the Secretary to report to Congress on the
future manpower needs for administering SS, and on recommended
policy and legislative changes to restore statutory integrity to the
Phis will result in no Federal cost.

TITLE IV

Section 401.-Fiscal relief for States with respect to AFDC programs.
This section would provide for $500 million fiscal relief to states on

or shortly after October 1, 1977 and up to $500 million on October 1,
1978. The allocation of the funds to states shortly after October 1,
1977 would be reckoned such that each state's proportion of the $500
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million is an average of its proportion of AFDC costs for December
1976 and a proportion based on the revenue sharing formula. The
payments made to states on October 1, 1978 would be fractions of
the October 1, 1977 payments. If a state has under a 4 percent error
rate in the period January-June 1978, it would get its full October 1,
1977 payment. If the state has over a 4 percent error rate, it would
get the fraction of its October 1, 1977 payment that its error rate
has dropped to 4 percent from what it was either for the period for
.July-December 1974 or the period January-June 1975, whichever
has& the greatest error rate. For instance, dropping the error rate from
8 percent to 6 percent would mean a payment equal to one-half its
October 1, 1977 payment.
Costs and savings

The costs of this provision for fiscal year 1978 is the $500 million
'et of payments made shortly after October 1, 1977 net of savings
which would occur in fiscal year 1978 because states would strive to
lower their error rates for the period January-June 1978. CBO
asumes that the error rate nationwide will be 1.0 percentage points
lower nationwide than it would have been without the incentive. The
induced savings are estimated to be $46 million. However, there will
be additional administrative costs as an offset necessary to accomplish
the savings because states will need to improve quality control in
order to lower their error rates. CBO estimates the federal part of
these increased expenditures to be $11 million. The overall net cost
in fiscal year 1978 is thus estimated as $465 million (500-46+11).

Based on data from HEW, CBO estimates that 91 percent of the
$500 million maximum (or $455 million) will actually be paid on
October 1, 1978. In addition, CBO estimates that the error rate will
again be 1 percentage point lower than it would have been without
the incentive. The result is a projected savings of $64 million. The
federal part of administrative expenditures necessary to accomplish
this are estimated to be $8 million. The net cost for fiscal year 1979
will thus be an estimated $399 million (455-64+8).

CBO assumes that quality control induced by these provisions will
also have a declining residual effect in the years beyond fiscal year
1979.
Fiscal year: MlMUs

1978- - - - - - -$465
1979---399
1980 ---------------------------------------------------- 32
1981-----------------------------------------------------161982-------------------------------8

TITLE V

Section 501.-Improved Administration establishment of quality
control system for the aid to families with dependent children pro-
grams.

In an effort to establish tighter quality controls, this section makes
it mandatory for States to collect statistical data on their dollar and
case error rates every 6 months and to follow up with corrective actions
to reduce the incidences of error. It also calls for Federal reviews and
Federal technical support. As an incentive to states to reduce errors, a
monetary reward system is established to encourage states to reduce



1o2

their calculated error rates below 4 percent level. The costs for thi,
provision prymarily result from the increases in the Federal share of
state administrative costs due to the States' efforts to update their
present data collection systems to comply with the new provision,
Much of this administrative cost is assumed to occur in the first
18 months. Since technical support is resently being given to States,
little new Federal dollars are assumed to be spent for this purpose

The savings will result from the incentive provision to reduce State
payment error. At this time, very few States, and only two major
AFDC states, are within a practical range of reducing their error rate
below the 4-percent base level anytime in the near future. Coupled
with the fact that the provision provides a relatively small monetary
incentive to States, CBO estimates that no major cost savings will
result from this provision.
Fiscal s'_.. MuU

$0.7
1979-------------------------------------------------------0.2
1980-------------------------------------------------------0.7
1981- -- - -0.7
1982----------------------------------------------------- 0.

Section 502.-Recipient identification card.
, This estimate assumes there would be a cost savings as a result of
issuin AFDC recipients ID cards based on a Department of HEW
study. The study examined the cost savins of New York as a result
of issuing cards. It indicated that the additional cost of issuing car&,
was offset by reductions in fraud and double benefit receipts a,
recipients were required to present the card in person to obtain the
benefits.

1 _-10

1982--------------------------------------------------------12

Section" 503 and 504.-Federal financial participation in the in-
vestigation and prosecution of fraud and payment of administrative
costs to localities (regarding Federal payments for the investigation
and prosecution of fraud.)

There is no data available regarding what proportion of State
administrative expenses are used for antifraud related activities; and,
therefore, a reliable estimate of the cost of this provision cannot be
made. However, CBO feels the additional matching costs will not be
substantial in either fiscal year 1978 or fiscal year 1979.

Section 506.-Determination of benefits in certain cases where child
lives with relative not legally responsible for his support (add section
413 to title IV of the Social Security Act.)

This provision would permit States to make AFDC payments to
households not only with regard to the number of AFDC recipients in
the household, but also with regard to the total number of persons in
the household. For instance, under existing legislation, a family of
five with two AFDC recipients receives aynents for a family of two.
Under the proposed change, if the plan of the state in which the family
lived called for it, they would receive payments which would be two-
fifths of payments to a family of five. In most instances, this would



represent a savings to states which choose to make their payments this
way because the pro rata share for the larger &ousehold 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 effect about
one-third of all AFDC households (about 3.7 million). The actual
number affected would be somewhat less than this because some states
do not plan to use this provision. CBO estimates that the savings under
thik provision would be $20.5 million in fiscal year 1978 and about
double that amount in fiscal year 1979 when it is assumed more states
would take advantage of the option over a larger portion of the year.
Years after fiscal year 1979 would show increased savings as more
states used the option, although the increases would be less dramatic.
CBO estimates assume states representing about 25 percent of all
recipients will opt for the plan in fiscal year 1978 states representing
about 50 percent in fiscal year 1979, up to around 60 percent in fiscal
year 1982.
Fhmal ear: Muiolm

.__ - $20. r)
1979---------------------------------------------------4&.5
1980- - -- ---50.6
1981- - - -- - -56.0
1982--------------------------------------------------62.2

Seion 606.--Safeguards restricting disclosure of certain infor-
mation under aid to families with dependent children.

No significant increase in cost will result from this provision. The
activities will be performed br the present staff.

Scion 507.--Additional Feral fund under aid to families
with dependent children programs for certain mechanized claims
processing and information retrieval systems.

This amendment provides Federal matching funds. for States
choosing to install or update computer systems to handle claims
processing and information retrieval for their AFDC programs. The
estimated federal cost associated with this provision reflects the
spending patterns that have occurred under a similar federally
matched medicaid program. Since all states have computer facilities,
the estimate only takes account of federal expenditures for updating
and extending these facilities together with expenditures for the oper-
ation of the new parts of the system. The first year cost would be
relatively low due to time lags involved in writing regulations and
approving state plans. Fiscal years 1979 and 1980 would be high cost
years for this provision as states purchased and installed their new
computer systems, and cost savings would occur in fiscal year 1981
and fiscal year 1982 as the result of staff time reductions and more
efficient services.
Fiscal year: i(41540R

1978_ - - - -- $& 7
1979---------------------------------------------------49.1
1980---------------------------------------------------31.5
1981----------------------------------------------------6.2
1982 --- 6.2

Section 508.-Access to wage information.
This provision would make available to states wage information

contained in the records of the Social Security Administration and
unemployment compensation agencies. Though there would be both
costs and potential savings, the magnitude of neither is known.



Costs would be incurred for the administrative expense of process-
ing the records.Savings would be incurred if mac the records
uncovered legitimatee payments. Savings are particularly illusive
because the information from SSA records could be as old as eighteen
months so that the data may not be timely enough to be useful to the
states.

Section 509.-.Child support collection and paternity determination
services.

This provision would continue Federal matching for child support
enforcement services to non-welfare recipients after fiscal year 1978.
CBO accepts the administration's cost estimate for this provision.
Fiscal year: UM.OM

0
1979 ---------------------------------------------------- $40
1980--43
1981- -- -45
1982--47

Section 510 and 511.-Method of payment for child support col-
lection services and treatment of certain child support collections
after termination of aid to families with dependent children assistance.

This provision would allow States to keep (with appropriate reim-
bursement to the Federal Government) the amount oV child support
payments collected by states, on behalf of families no longer on AFDC,
that are in excess of monthly child support payments to be paid tothese families. In this way these families would be able to partially
repay the states for previous AFDC payments they had collected.
The projected saving (shown below) is the estimate made by the
Department of HEW.
Fiscal year: fudm.

1978----------------------------------------------- 0
1979 --------------------------------------------------- 2.0
1980 --------------------------------------------------- 2.5
1981 --------------------------------------------------- 2.5
1982 ---------------------------------------------------- 2.5

Section 512.B-Payment to States for compensation of court personnel
in child support cases.

This provision would grant compensation to States for judges and
other court personnel who perform services directly related to child
support enforcement. The estimates for the five fiscal years come
from the Department of HEW and reflects in both their estimate of
the impact this matching grant would have on the amount of time
judges spent in the states to hear child support cases and the savings
associated with increased child support collections. It was assumed
the number of judges working in this area would increase by 300 and
that there will be an annual savings of $4 to $5 million.
Fiscal MyeaOrN

19- - - - - - - - -$7.5
1979 --------------------------------------------------- 11.0
1980- - - - - -11.8
1981- - - - - - -12.7
1982------------------------------------------------------15

Stcton 51.--,Federal financial participation in certain restricted
payments under aid to families with dependent children program.
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Because payments to AFDC recipients will be made no matter what
there form, this provision should result in little or no cost. Any addi-
tional costs would be administrative. For fiscal year 1978, this is
estimated to be about $5 million.
Fiscal year: milU.s.

1978 ---------------------------------------------------- $.
1979 -----------------------------------------------------. 2
1980 ---------------------------------------------------- &51980__ ,& 81981------------------------------.8
1982----------------------------------------------------61

Section 520.-Implementation of work and training requirements
under aid to families with dependent children programs.

Currently, all AFDC recipients (except those specifically exempted,
e.g. children, those already working full-time, mothers with children
under six, those who are sick, etc.) are required to register for WIN.

This provision would essentially extend the WIN requirement of
AFDC eligibility to include a continuing job search for those not
specifically exempted. In addition, in order to facilitate the new job
search requirement, this amendment would require the states to pro-
vide support services such as child care and transportation under a
program of federal matching payments. Current estimates of the
number of ersons affected by this provision range from 600,000 to
I million. For estimatmg purposes, CBO uses the figure 800,000.

This provision would have both costs and savings:
Costs.-It is estimated that for a full year the average cost per

person of this provision would include $95 in support staff and $60
in transportation for a total of $155. The cost for 800,000 people is
thus estimated to be $124 million.

Saings.-Savings due to this provision would occur if people are
placed in jobs through the WIN program and as a result have lower
AFDC payments. The problem is that WIN programs do not appear
to affect employment greatly.

Although about one-third of those receiving WIN services do find
employment, this apparent success cannot necessarily be attributed
to WIN. That is, those who do improve their employment situation
seem to be those who would do so on their own in the absence of WIN.
Studies that have matched WIN participants with controlroups not
receiving WIN services find either no effect or only a smalfnet effect
from the WIN program. (And even in studies which show a small
effect due to the WIN program, the subsequent reduction in AFDC
costs was not sufficient to offset the cost of WIN.)'I Moreover, this
new provision extends WIN to those AFDC recipients who did not
in the past volunteer for WIN services. This group tends to be those
who had been on AFDC longer and includes those who are the hardest
to place in jobs. Taken together, this evidence indicates only a small
positive impact on employment due to this additional WIN provision.

The following table shows the percentage of AFDC mothers who
were employed over a 14-year span both before and during the time
when the initial WIN program became effective in 1967.

1 See George E. Johnson and Gary B. Reed. "Further Evidence on the Impact of the WIN
II Program". Technical Analysis Paper No. 15-A, Office of Evaluation, Office of the Assist-
ant Secretary for Policy, Evaluation and Research. Department of Labor, January 1975;
Pacific Consultants (together with Camil Associates and Ketron Inc.) "The Impact of
WIN II" A Longitudinal Evaluation of the Work Incentive Program. Prepared for Office
of Policy, Evaluation and Research Employment and Training Administration. U.S. Depart-
" --et of Labor, Report MEL 76-06, Contract No. 53-4-013-06, September 1976.
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Paerea of AFDC no er enpkyed in aelded years (datu in Januaryo the
given year)

1961 .............. 15. 7
1967 14.51969... 14. 7
1971 15. 01973 ------------------------------------------------------- 16.2
197 ------------------------------------------------------- 16.0

Source: Economic Report of the President, January 1075. January 1975 represents an
update from SRS of HEW.

The small 67-75 rise in the percentage employed among AFDC
mothers came at a time when employment opportunities were gen-
erally rising for women with children, which means that even this
gain cannot be entirely attributed to WIN. From 1967 to 1975 the
percentage of ever married women with children under six who were
employed rose from about 27 percent to 33 percent and the percentage
employed among those whose children were between 6 and 17 exclu-
sively, rose from about 47 percent to 51 percent. 2

OBO estimates that out of the 3.6 mion AFDC heads of families,
the percentage who work under the new WIN proposal would rise
0.6 percentage points (or 21,600) under this provision. This projected
Increase assumes a replication of one-half the 1971 to 1973 increase
in the percentage employed as shown in the table above. Half of the
increase is assumed to be the result of improved employment condi-
tions particularly for women and half is assumed to be the result of
the imtiation of WIN II in 1971; it is assumed the current proposal
would replicate the latter experience. The estimated differential in
the AFDC payments (federal share) between those who work and
those who don't work is about $850 per year (with the higher py
ment going to those who don't work). Thus the potential yearly savings
due to more people working while on AFDC would be $18.4 million
(21,600X$850).

Savings could also occur if, because of the new WIN provision,
people left the AFDC rolls. Based on past WIN experience, CBO
estimates that at most 1.5 percent of the 800,000 WIN participants
(or 12,000) would leave the rolls because of the new provision. With
an average saving of $1,600 per year, people leaving the rolls would
result in an estimated total yearly saving of $19.2 million. Additional
savings would result if people were deterred from going on AFDC asa resut of the additional WIN procedures the would face after

going on AFDC. CBO assumes this savings would be $10 million for
a full year. There would be two other minor areas of net savings due
to this provision: 1) eliminate the requirement that a 60-day counsehng
period trans before assistance can be terminated for not partici-
pating in WIN without good cause-saving $3.2 million per year,
2) eliminate WIN registration requirement for those working more
than a 30-hour workweek--saving $0.7 million per year.

The current net cost for a full year would be an estimated $72.5
million (124-18.4-19.2-10-3.2-.7). The effective period for fiscal year

2 Source. Estimated from data from the Bureau ot Labor Statistics, Department of latbor.
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1978 is assumed to be half a year, which means that the effective cost
for fiscal year 1978 would be simply half of the above net cost.
Fiscal ear Mlo.

....-- $36. 3
1979 --------------------------------------------------- 76.8
1980 --------------------------------------------------- 81.4
1981 --------------------------------------------------- 86.2
1982. ......--------------------------------------------------- 91.4

Section 521.-Incentive to report earned income by aid to families
with dependent children recipients.

This provion stipulates that unless all earned income is reported
accurately and in a timely manner, the AFDC recipient will not be
eligible 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 income date reporting. The Department indicated that over 20
percent of this could be traced to the unreportingof income. In
estimating this cost savings, it was assumed a small portion of the
error would not be caught.
Fiscal year: Millions

1978. . . . . . . ..---------------------------------------------------$23
1979. . . . . . ..-------------------------------------------------- -24
1980. . .. . ...---------------------------------------------------- 26
1981......-----------------------------------------------------28
1982. ......---------------------------------------------------- 30

Section 522.-State demonstration projects.
This provision would allow States to use what would have been

their Federal share of AFDC payments to help pay AFDC recipients
who work in public service demonstration projects (on a voluntary
basis) instead of collecting AFDC. Additional costs for salaries over
and above the AFDC amount would be covered by State revenue
sharing funds. It is the legislative intent that no additional State
administrative costs will be incurred. Therefore, it is assumed that
there will be no significant increase in Federal costs as a result of this
provision.

Section 523.-Community work and training programs.
This provision would allow States to adopt work and training

programs under which States could compel AFDC recipients, as a
requirement for further payment, to participate (unless specifically
exempted, e.g. children, mothers with children under 6, the sick,
those already working, etc.). These programs would be similar to the
pilot program conducted in the State of Utah. Costs associated with
these programs would include the costs of additional administration.
Savings would occur if welfare recipients got jobs and left AFDC or if
community work and training programs deterred people from going
on AFDC. These savings would be minimal, however, if the programs
are targeted to particular AFDC recipients like those who have been
in WIN for a long period of time and/or those who have never worked.
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The cost estimate assumes a small number of States would opt to
participate in this program.
Fiscal year: Mawleo

1978-------------------------------------------------------- -- so.6
1979-------------------------------------------------------1.9
1980_ - - -- 2.51 9 8 1 - - - - - - - - - - - - - - - - - - - - - - - - - - - -- -4 . .7)
12------------------------ ----------- 4

Seion 54.--Earned income dLegard.
This provision would do four things to the formula for calculating the

amount of income subtracted from the monthly AFDC payment: 1)
It would change the way child care expenses are handled. Currently
all child care expenses are disregarded in calculating the AFDC bene-
fit. Under this provision income used to calculate the disregard would
be reckoned net of child care expenses; 2) It would raise the standard
income disregard from $30 to $60 per month for full-time workers
(part-time workers would remain at $30); The formula for the disre-
garded proportion of income (net of child care expenses) over $60 ($30
for part-time workers) would be calculated as one-third of net income
between $60 and $360 per month and one-fifth of net income over $360
per month; and 4) It would eliminate work expenses as a disregard.

Changes 1 and 3 would have the effect of lowering the proportion of
child care expenses which would be disregarded from the full amount
to about two-thirds of these expenses.

The overall effect of this provision would be to sharply reduce the
share of income working AFDC recipients could keep-from an esti-
mated 71 percent to 53 percent. This effect occurs primarily because
of the elimination of the work expense disregard. CBO estimates that
the lowered incentive for persons to work and collect AFDC payments
at the same time would result in as many as 100,000 fewer people who
work while on AFDC out of approximately 500,000 who currently
work while collecting AFDC. This change in the composition of
workers on AFDC would be the result of three things: 1) some would
dropoffAFDC because their income would be too high for them to
quaifyfor AFDC payments under the new provision; 2) Some would
curtail working or quit work entirely because working would no longer
pay enough to be financially advantageous; and 3) Some would not go
on AFDC because the AFDC-work combination would become less
attractive. There are thus mixed effects on AFDC costs resulting from
this provision.

Eliminating the work expense disregard and lowering the proportion
of child care costs disregarded would result in lower AFDC costs.
However, raising the standard disregard aid the fact that some people
will choose to work less and collect more AFDC would partially offset
the cost savin. The indirect effect of less people on AFDC would, of
course, result in some additional savings. CBO estimates that should
this provision be adopted, it would result in a net savings of $175
million in fiscal year 1978.
Fiscal Ay r •MA

16W"__------------------- ----------------------------- $175
1979-- -230
1980 --------------------------------------------------- 241
1981----------------------------------------------------261

--- ------------------------------------------------ 276
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TITLE VI

Section 601.--Compilation of fraud data by Inspector General.
No significant increase in cost will result from this provision. The

activities will be performed by the present staff.
Section 60O.-iens receiving public assistance.
This provision establishes that the receipt of SSI or AFDC benefits

by an individual will constitute such individual's being a "public
charge" and, therefore, liable for deportation. It is assumedthat those
aliens presently receiving SSI or AFDC will drop their benefits
rather than risk deportation or would leave the country.
Fiscal year: Millions

1978.- -- --$21.3
1979------------------------------------------------------ 4.9
1980---------------------------------------------------- -48.3
1981------------------------------------------------------ 52.7
1982------------------------------------------------------5.7

TITLE VII

Section 702.-Increase in amount of dollar limitations (Federal
financial participation in public assistance).

Section 703.-Northern Mariana Islands (programs in Puerto Rico,
the Virgin Islands, Guam, and the Northern Mariana Islands.)

The cost estimate for these sections reflects the $52.4 million increase
in Federal dollar limitations available for assistance to the aged, blind,
and disabled and to families with dependent children in Puerto Rico,
Guam, and Virgin Islands, and the Northern Mariana Islands as well
as the reduction in the required State matching level from 50 percent
to 25 percent of the Federal funds.

It is assumed that Puerto Rico, Guam and the Virgin Islands will
meet their 25 percent matching requirement for the maximum amount
since the dollar amounts are the same as those they are presently
contributing under the 50 percent match. It is further assumed the
Northern Mariana's constitution will be ratified prior to fiscal year
1979 and they will be able to match the Federal limitation fully by
that fiscal year.

The fiscal year 1978 costs reflect the effective date of April 1, 1978.
Fiscal year: Millions

1978------------------------------------------------------$25.9
1979- - - - - -52.4
1980----------------------------------------52.4
1981-------------------------------------------------------52.4
1982-------------------------------------------------------52.4

7. Estimate comparison: None.
8. Previous CBO estimate: None.
9. Estimate prepared by: Al Peden, Kathleen Shepherd, Debb

Kalevic, LuciaBecerra.
10. Estimate approved by: C. G. NucKOLS

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

96-682 0--77-10



VI. CHANGES IN EXInTNG LAW

In compliance with paragraph 4 of rule XXIX of the Standing
Rules of the Senate, changes i existing law made by the bill, as re-
ported, shown as follows (existing lw proosd 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):

SocAL SzeCrTY Acr, As AmzNmD

TITLE I-GRANTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED

Payment to States

Sec. & (a) From the sums appropriated therefor, the Secretary of
the Treasury shall pay to each State which has a plan approved under
this title, for each quarter, beginning with the quarter commencing
October 1,1960--

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, [and] Guam, and the Conwnonwealth of the Northern
Mariana la/anda, an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quarter as old-age assistance under the State plan (including
expenditures for premiums under part B of title XVIII for indi-
viduals who are recipients of money payments under such plan
and other insurance premiums for medical or any other type of
remedial care or the cost thereof)--

(A) S % of such expenditures, not counting so much of
any expenliture with respect to such month as exceeds the
product of $37 multiplied by the total number of recipients
of old-age assistance for such month (which total number,
for purposes of this subsection, means (i) the number of
individuals who received old-age assistance in the form of
money payments for such month, plus (ii) the number of
other individuals with respect to whom expenditures were
made in such month as old-age assistance in the form of
medical or any other type of remedial care); plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101 (a) (8) of the amount by which such expendi-
tures exceed the amount which may be counted under
clause (A), not counting so much of such excess with
respect to such month as exceeds the product of $38 mul-
tiplied by the total number of recipients of old-age assist-
ance for such month, plus (II) 15 per centum of the
total expended during such month as old-age assistance
under the State plan in the form of medical or any other
type of remedial care, not counting so much of such
expenditure with respect to such month as exceeds the
product of $15 multiplied by the total number of recip-
ients of old-age assistance for such month, or
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(ii) (I) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditures
with respect to such month as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
old-age assistance for such month, or (b) if smaller, the
total expended as old-age assistance in the form of medi-
cal or an*y other type of remedial care with respect to such

month plus the product of $37 multiplied by such total
number of such recipients, plus (II) the Federal per-
centage of the amount by which*the total expended dur-
ing such month as old-age assistance under the State
plan exceeds the amount which maybe counted under
clause (A) and the preceding provisions of this clause
(B) (ii), not counting so much of such excess with respect
to such month as exceeds the product of $38 multiplied by
the total number of such recipients of old-age assistance
for such month;

(2) in the case of Puerto Rico, the Virgin Islands, [and] Guam,
awd the Comn&m weth of the Northern Mamia Ialar, an
amount equal to-

(A) one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan (in-
cluding expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical
or any other type of remedial care or the cost thereof), not
counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of
recipients of old-age assistance for such month; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting sc
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of old-age assistance for such month, or
t(I) if sna ler, the total expended as old-age assistance in
the form medical or any other type of remedial care with
respect to such month plus the product of $37.50 multiplied
by the total number of such recipients, or (ii) 15 per centum
of the total of the sums expended during such quarter as old-
age assistance under the State plan in the form of medical or
any other type of remedial care, not counting so much of
any expenditure with respect to any month as exceeds the
product of $7.50 multiplied by the total number of such re-
cipients of old-age assistance for such month;

(3) in the case of any State, an amount equai to the Federal
medical percentage (as defined in section 6(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedial care
orthe cost thereof) ; and
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(4) in the case of any State whose State plan approved under
section 2 meets the requirements of subsection (c)(1), an amount
equal to the sum of the following proportions of the total amounts
expended during such quarter as found necessary by the Secretary
of Health, Education, and Welfare for the proper and efficient
administration of the State plan-

(A) 75 per centum of so much of such expenditures as
are for-

(i) services which are prescribed pursuant to subsec-
tion (c) (1) and are provided (in accordance with the
next sentence) to the applicants for or recipients of as-
sistance under the plan to help them attain or retain
capability for self-care, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such ap-
plicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as appro-
priate for individuals who, within such period or periods
as the Secretary may prescribe, have been or are likely
to become applicants for or recipients of assistance under
the plan, if such services are requested by such individ-
uals and are provided to such individuals in accordance
with the next sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of assistance under the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to
become applicants for or recipients of such assistance; plus

(C) one-half of the remainder of such exenditures.
The services referred to in subparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: Provided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act, are able
and willing to provide if reimbursed for the cost thereof pur-
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suant to agreement under subparagraph (E),if provided by
such staff, and

(E) under conditions which shall be preserbed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise rea-
sonably available to individuals in need of them, and which
are provided pursuant to agreement with the State agency,
by the State health authority or the State agency or agencies
administering or supervising the administration of the State
plan for vocational rehabilitation services approved under
the Vocational Rehabilitation Act or by any other Stateagency which the Secretary may determine to be appropri-

ate (whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described in clause(i) of subparagraph (D)
hereof may be provided only pursuant to agreement withsuch
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the portion thereof to which subpar ph (B) and (C)apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 2 does not meet the requirements of subsection (c) (1), an
amount equal to one-half of the total of the sums expended dur-
ing such quarter as found necessary by the Secretary for theproper an efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.

* * S S S

TITLE I-FEDERAL OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE BENEFITS

Overpayments and Underpayments
Sec. 204. (a) * * *
(e) For payments which are considered to have been paid as an ad-

vance under the supplemental security income program established by
title XVI,see section 1132.

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

Appropriation

Section 401. For the purpose of encouraging the care of dependent
children in their own homes or in the homes of relatives by enabling
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eaoh State to furnish financial assistance and rehabilitation and other
services, as far as practicable under the conditions in such State, to
needy dependent children and the parents or relatives with whom
they are living to help maintain and strengthen family life and to
help such parents or relatives to attain or retain capability for the
maximum self-support and personal independence consistent with the
maintenance of continuing parental care and protection, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education.
and Welfare, State plans for aid and services to needy families with
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-

(1) provide that it shall be in effect in all political subdivisions of
the State, and, if administered by them, be mandatory upon them:

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single

State agency to administer the plan, or provide for the establishment
or designation of a single State agency to supervise the administration
of the plan;

(4) provide for granting an opportunity for a fair hearing before
the State agency to any individual whose claim for aid to families with
dependent children is denied or is not acted upon with reasonable
promptness;

(5) provide such methods of administration (including after Janu-
ary 1, 1940, methods relating to the establishment and maintance of
personnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office, and
compensation of any individual employed in accordance with such
methods) as are found by the Secreftry to be necessary for the proper
and efficient operation of the plan; and

(6) provide that 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 provisions as the Secretarv
may from time to time find necessary to assure the correctness ana
verification of such repol",

(7) except as maybe otherwise provided in clause (8), provide that
the State agency shall, in determining need, take into consideration
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 any ckikZdcare expenses reason-
ably attributable to the earning of any such income;

(8) provide that, in making the determination under clause (7), the
State agency-
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(A) shall with respect toany month disregard-
(i) all of the earned income of each depen dent 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 paxt-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 not
incuded under clause (!), 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] (1) the first $60 of earned in-
come for individua who are employed at leoat forty hows
per week, or at least thirty-fe houmraper week and are earning
at leatt $92 per week, and (II) the forst $30 of earned income
for individuuhs not meeting the cterka of Aubekuae (I), phus
(III) in each cse, one-third of up to $300 of additional earn-
ings, and one-fifth of such additional earning, in exces of
$300, ewmept tWut n each case an amount equal to the reason-
able chiM care expenses incurred (subject to sh limitations
as the Secretay mayprecribe in regulation) shall f.rst be
deducted before com putin 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 (3)) ;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 Vhan $5 per month of any income;

except that, with respect to any month, the State agency shall not dis-
regard any earned income (other than income referred to in subpara-

raph (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 period 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-
ini the State plan, after notification by him, to be a bona fide
offer of employment; or
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(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
claus. (7) (without regad to clause (8)), unless, for any one of
the four months pIedg such month, the needs of such person
were met by the furnishing of aid under the plan; [and] or

(E) anyof theperns. peced in clae (i) or (ii) of sub-
pa raph (A) if there i a failure without good cause to make aA. bly report (as prew~ribe, by the State plan) to the State agency
of earnedincome ceived inm such month;

(9) provide safeguards which restrict the use of disclosure of infor-
mation concerning applicants or recipients to purposes directly con-
nected with (A) the administration of the plan of the State approved
underthis part, the plan or program of the State under part B, C, or
D of this title or under title I. X, XIV, XVI, XIX, or XX, or the
supplemental security income program established by title XVI, (B)
any investigation, prosecution, or criminal or civil proceeding, con-
ducted in connection with the administration of any such plan or pro-
gram, [and] (C) the administration of any other Federal or federally
assigned program which provides assistance, in cash or in kind, or serv-
ices, directly to individuals on the basis of need, and (D) any audit
or smi7r activity conducted in connection within the administration of
any such plan or program by amy governental agency which is
authised by law to conduct such audit or activity; and the safe-
guards so provided shall prohibit disclosure, to any committee or a
legislative body (other than the Committee on Finance of the Senate,
the Committee on Ways and Means of the House of Representatives.
and any agency referred to in clause (D) with respect to an activity
referred to in such clause), of any information which identifies by"
name or address any such applicant or recipient;

(10) provide, effective July 1, 1951, that all individuals wishing to
make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent
children shall, subject to paragraphs (25) and (26), be furnished with
reasonable promptness to all eligible individuals;

(11) provide for prompt notice (including the transmittal of all
relevant information) to the State child support collection agency
(established pursuant to part D of this title) of the furnishing of aid
to families with dependent children with respect to a child who has
been deserted or abandoned by a parent (including a child born out of
wedlock without regard to whether the paternity of such child has
been established) ;

(12) provide, effective October 1,1950, that no aid will be furnished
any individual under the plan with respect to any period with respect
to which he is receiving old-age assistance under the State plan ap-
proved under section 2 of this Act;

(13) rRepealed].(141 [lRpeled].
(15) provide as part of the program of the State for the provision of

services under title XX (A) for the development of a program, for
each appropriate relative and dependent child receiving aid under the
plan and for each appropriate individual (living in the same home as a
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relative and child receiving such aid) whose needs are taken into ac-
count in making the determination under clause (7), for preventing or
reducing the incidence of births out of wedlock and otherwise strength-
ening family life, and for implementing such program by assuring that
in all appropriate cases. (including minors who can be considered to
be sexually active) family planning services are offered to them and
are proved promptly (directly or under arrangements with others)
to all individuals voluntarily requesting such services, but acceptance
of family planning services provided under the plan shall be volun-
tary on the part of such members and individuals and shall not be a
prerequisite to eligibility for or the receipt of any other service under
the plan; and (B) to the extent that services provided under this clause
or clause (14) are furnished by the staff of the State agency or the
local agency administering the State plan in each of the political sub-
divisions of the State, for the establishment of a single organizational
unit in such State or local agency, as the case may be, responsible for
the furnishing of such services;

(16) provide that where the State agency has reason to believe that
the home in which a relative and ohild receiving aid reside is unsuit-
able 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 agencies in the State, providing such data
with respect to the situation it may have;

(173 Repele1(18) [Repe. edi.
(19) provide-

(A) that every individual, as a condition of eligibility for aid
under this part, shall register for manpower services, training,
[and employment as provided by regulations of the Secretary of
Labor, unless such individual is-] employment, and other em-
ployment related activities with tJ e ecretary of Labor as pro-
vided by regulations issued by him, utnia suc h indiviZul is-

(i) a child who is under age 16 or attending school full
time;

u )a person who is ill, incapacitated, or of advanced age;
iii)a person so remote from a work incentive project that

his effective participation is precluded;
(iv) a person whose presence in the home is required be-

cause of illness or incapacity of another member of the house-
hold;

(v) a mother or other relative of a child under the age of
six who is caring for the child; [or]

(vi) the mother or other female caretaker of a child, if the
father or another adult male relative is in the home and not
excluded by clause (i), (ii), (iii), or (iv) of this subpara-
graph (unless he has failed to register as required by this
subparagraph, or has been found by the Secretary of Labor
[under section 433(g)]3 to have refused without good cause
to participateunder a work incentive program or accept
emplo ment as described in subparagraph (F) of this para-graph ; or

(vii) a person who is working not eas than 30 urs per
week;
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and that any individual referred to in clause (v) shall be advised
of her option to register, if she so desires, pursuant to this para-
gr ph, and shall be informed of the child care services (if any)
which will be available to her in the event she should decide soto *r.gr
JB that aid to famaimwith dependent ckildreft under the plan

not be denied by reason of such registration or the indi-
vidual's certification to the Secretary of Labor under subpara-
graph (G) of this paragraph, or by reason of an individual's
participation on a project under the program established bysection 432(b) (2) or (3);C)Zfor arrangements to assure that there will be made a non-
edral contribution to the work incentive programs establishedby part C by appropriate agencies of the State or private organi-

zations of 10 per centum of the cost of such programs, as specified
in section 485 (b) ;

(D) that (i) training incentives authorized under section 4341.
and income derived from a special work project under the pro-
gram established by section 432(b) (3)] shall be disregarded in
determining the needs of an individual under section 402(a) (7).
and (ii) in determining such individual's needs the additional
expenses attributable to his participation in a program established
by section 432(b) (2) or (3) shall be taken into account;

(E) [Repealed].
(F)that if [and for so long as any child, relative, or indi-

vidual (certified to the Secretary of Labor pursuant to subpara-
graph (G))3 (and or suchtkper a8prewbed under joini
mguZkstu of the Sewmtary and the Secretary of Labor) any
cUil, reltive or inditidual has been found by the Secretary of
LAbor under section 433 (g) to have refused without good cause to
participate under a work incentive program established by part C
with respect to which the Secretary of LAbor has determined his
participation is consistent with the purposes of such part C, or to
have refused without good cause to accept employment in which he
is able to engam which is offered through the public employment
offices of the State, or is otherwise offered by an employer if the
offer of such emnloyer is determined, after notification by him, to
be a bona fide offer of employment-

(i) if the relative makes such refusal, such relative's needs
shall not be taken into account in making the determination
under clause (7), and aid for any dependent child in the
family in the form of payments of the type described in
section 406(b) (2) (which in such a case shall be without
regard to clauses (A) through (E) thereof) or section 408
will be made;

(ii) aid with respect to a dependent child will be denied
if a child who is the only child receiving aid in the family
makes such refusal;

(iii) if there is more than one child receiving aid in the
family, aid for any such child will be denied (and his needs
will not be taken mto account in making the determination
under clause (7)) if that child makes such refusal; and
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(iv) if such individual makes such refusal, such indi-
vidual's needs shall not be taken into account in making the
determination under clause (7) ; and

[except that the State agency shall for a period of sixty days,
make payments of the type described in section 406(b) (2) (with-
out regard to clauses (A through (E) thereof on behalf of the
relative specified in clause (i), or continue aid in the case, of a child
specified in clause (ii) or (iii), or take the individual's needs into
account in the case of an individual specified in clause (iv), but
only if during such period such child, relative, or individual ac-
cepts counseling or other services (which the State agency shall
make available to such child, relative, or individual) ained at
persuading such relative, child, or individual, as the case may be
to participate in such program in accordance with the determina-
tion of the Secretary of Labor; and]

(G) that the State agency will havelin effect a special program
which (i) will be administered by a separate administrative unit
(which will, to the maximum extent feasible, be located in the
same facility as that utilized for the administration of program
establisd pursuant to section 43(b) (1), (2), or (3))
and the employees of which will, to the maximum extent feasible,
perform services only in connection with the administration of
such program, (ii) will provide (through arrangements with
others or otherwise) for individuals who have been registered
pursuant to [subparagraph (A),3 subparagraph (A) of this
paragraph, (f) iti accordance with the order of priority listed in
section 433(a), such health, vocational rehabilitation, counseling,
child care, and other social and supportive services as are neces-
sary to enable such individuals to accept employment or receive
manpower training provided under [part C 3 section 439(b) (1),

(2), or (3) and will, when arrangements have been made to pro-
vide necessary supportive services, including child care, certify to
the Secretary of Labor those individuals who are ready for em-
ployment or training under [part Cj section 432(b) (1), (2),
or (3), (II) such social and supportive services as are necessary
to enable such individuals as determined appropriate by the See-
retary of Eabor actively to engage in other employment related
(including but not limited to employment search) activities, and
(I1) for a period deemed appropriate by the Secretary of Labor
after such an individual accepts employment, such social and sup-
portive services as are reasomble and necessary to enable him to
retain such employment, (iii) will participate in the development
of operational and employability plans under section 433 (b);
and (iv) provides for purposes of clause (ii), that, when more
than one kind of child care is available, the mother may choose
the type, but she may not refuse to accept child care services if
they are available;

(20) effective July 1, 1969, provide for aid to families with de-
pendent children in the form of foster care in accordance with section
408;

(21) f Repealed].
(22) (Repealed].



(23) provide that by July 1. 1969, the amounts used by the State to
determine the needs of individuals will have been adjusted to reflect
fully changes in living costs since such amounts were established, and
any maximums that the State imposes on the amount of aid paid to
families will .have been proportionately adjusted;

(24) provide that if an individual is receiving benefits under title
XVI, then, for the period for which such benefits are received, such
individual shall not be regarded as a member of a family for purposes
of determining the amount of the benefits of the family under this title
and his income and resources shall not be counted as income and
resources of a family under this title;

(25) provide (A) that, as a condition of eligibility under the plan,
each applicant for or recipient of aid shall furnish to the State agency
his social security account number (or numbers, if he has more than
one such number), and (B) that such State agency shall utilize such
account numbers, in addition to any other means of identification it
may determine to employ in the administration of such plan;(26) provide that, as a condition of eligibility for aid, each applicant
or recipient wil be required-

(A) to assign the State any rights to support from any other
person such applicant may have (i) in his own behalf or in behalf
of any other family member for whom the applicant is applying
for or receiving aid, and (ii) which have accrued at the time suchassignment is executed,

(if) to cooperate with the State (i) in establishing the pater-
nity of a child.born out of wedlock with respect to whom aid is
claimed, and (ii) in obtaining support payments for such appli-
cant and for a child with respect to whom such aid is claimed, or
in obtaining any other payments or property due such applicant
or such child, unless (in either case) such applicant or recipient is
found to have good cause for refusing to cooperate as determined
by the State agency in accordance with standards prescribed by
the Secretary, which standards shall take into consideration the
best interests of the child on whose behalf aid is claimed: and
that, if the relative with whom a child is living is found to be
ineligible because of failure to comply with the requirements of
subparagraphs (A) and (B) of this paragraph, any aid for which
such child is eligible will be provided in the form or'protective
payments as described in section 406(b) (2) (without regard to
subparagraphs (A) through (E) of such section);

(27) provide, that the State has in effect a plan approved under
part D and operate a child support program in conformity with such
plan; [and]

(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 sueh family under the State plan approved under this
part(.J,;
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( I#) ~~r'rid, that, not later than January 1. ,'. the' ta shall
,,tab;s.h and l It in operation ti quality conlrox ,, i,!, "I , ? which is ap-

e hy the..,', ,.i'ti . ,/, a plan wuhieh m s thestandards aid eon-

ditiMo, )re,,rribed under p 't;on I a dt ?Ch ich .,oifoiln to any ?-('.q.lda-
tio',.v of th, ,rcretary pr, , 7ibed the reunder:

(,1o) .t the option of th, ,tat. provide. ,ffetie .anuary 1. 1978
(or (i thhb.qdnnilnq of ,h si/,.', Pett calndar fuart,'r .' the' ,/,,
,hall , / ,). for the( ,,tablshmew.a./,m nl operation, in accordan(ya,',ith
(1n ( initial ad/an nually uipdaled) ad,anc' autmnaui data n',essitiq
plnninq ,oioumcnt ap;#ro", ,! under iuhsetion d). of an. automa/, d
stah',ide n anaqem-,t information s/stei desiq.m'd effwtively and
(.h,.;,nt!/. to ag;.xt inaiqenent in the, administration of the AS/,It

plan for aid to fam-.ilX'i with dpenidnt children approved imnder this
part.so ais (.I) to control (md ac.Oilnt for (;) all th, factors ;11 the total
eliqihility (left rminatioi process umler st, , plan for aid ( includi?'q.
but not Ibmit, dto, (1) iI, ntifiahlc ,orrelation factors (.Tuch as Rorial
.ecuritr aani, r.. x. .,n ts,.l/s of birth, and home ahir hss of all
,ppliean ,t and recipients of xuch aid and the relative rith whoiii any
child -irho ;. Surh ,tiaplieant or recipient ist lving.) /o a. sur' su ient
rompatihilitu/ among the ,-stevis of diff, rt at jui.;ditionsi to permit
pu rodic screen(Inq to deft rim,i whether ,n tindi'idual is or hash been
receiving htfits from ,,re than ou' ]irj(i.ditioa. (II) chwkiiw'n
records of appl;,aiit, and r i, txof ,ueh ;d on (1 ap,-iodic hash?
with othr aq, n oi. both intra- and iuter-,,tat', for doteimi;nation ,aid
V'li '',tion of eC;.qihilI// /mirsuant to i', quPir'c OR inos? pOd by other
/,ro'iiioix of th;, .I et). (ii) the osts. quality, , andI d,(ier!/, o fudms
and servierx .furnihed to appl;,ats for and recip;(t of viuh aid,
(B) to not;ify the appropri-at trialss of child 8 1pport,. foodstaf ),
and n deall a.s;.sta-ae programs a, ;pro red under r til, .IX u,hcm 'cr
the casb (c0 s inil;'q;/1, or the amount if ,Ot 'i(l' ,or,,rriv.C - ('hanq, a,
and (C) to proi-'ide for security against , iauthol.iz.ed twce to.OPi' li'
of, the dat, in .sci Rseh .ten7: and.

(31) , /IT(c.i , October 1. 19e79. provide that wrarin formation "v'ail-
,able from tit social ,rity.u l.;, under the prol;sion.q
of Xt ;,on, 415 of this . (Il. and a,.d;/bh/, (uder the ,proov'i',. P of st -

tion, 330 . (a) ( / ; , (f th 1 r, F1,,(/, , al f,',/ iI ,,/o , .t 7'., .I , t )..f,.,,1
,w(, x(70 adrnri ;.. ?'idf I ./tt, 1/lu lrm(,y II/t , 'YJ l ,.('u1,tiO/ lot's 811(ll
, r" U'i .t,, ,/ ut;1l .--_,,/to th t,.rtunt pen i'tte(l i t r th,' /, i 'ro.,

of s,,ch .s et1;.* : except that the f,if, xhall o,t be ,'q';r, to / ,, q',st
Ih f,,mation cfrom th, ,i',.i N' cuitr;t . dm;iitrat;,, , h, ' .u.h

,, fo/'intt;on ; ac.ailhli f-o'm t/, t /,I''y K(Id1m;,u;.t, 7 /it A"the ,tit,

(b) The% Se('retarv -hall approve any plan which fulfills the condi-
tions specified in stbsection (a). except that he shall not approve any
plan which imnoses as : condition of eligibility for aid to families with
depeiident children a residence requirement which denies aid with
resIpect to any child residing in the State (1) who has resided in the
State for one year immediately preceding the application for such
aid, or (N) who was born within one vear immediately II'p-eling the
application, if the parent or other relative witl whom the child is
living has resided in the State for one year immediately preeding the
birth.
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(c) The Secretary shall, on the basis of his review of the reports re-
ceived from the States under clause (15) of subsection (a), compile
such data as he believes necessary and from time to time publish his
.findings as to the effectiveness of the programs developed and admin-
isteredby the States under such clause. The Secretary shall annually
report to the Congress (with the first such report being made on or
before July 1, 1970) on the programs developed and administered by
each State under such clause (15).

(d) (1) The Secretary shall not approve the initial and annually
updated adtwwe automatic data proce ing planning document, re-
ferred to in subsection (a) (30), unless he finds that such document.
when implemented, will generally carry out the objectives of the state-
-wide management system referred to in such subsection, and such
document -

(A) provide# for the conduct of, and reflect the results of, re-
quirements analysis studies, which include consideration of the
program mission, functions, organisation, serice-s, constraints.
and current support, of, in. or relating to, such system,

(B) contains a description of the proposed statewide manage-
ment system referred to in subsection (a), including a descriptim
of information I fows, input data, and output reports and uses,

(C) sets forth the security and interface requirements to be
employed in such statewide mmaement system,

(D) describes the projected resource requirements for staff and
other needs, and the resoures available or expected to be available
to meet such requirements.

(E) includes cost-benefit analyses of each alternative manage-
ment system, data processing services and equipment, and a cost
allocation plan containing the basis for rates, both direct and
indirect, to be in effect der swh state wid management system.

(F) contains an implementation plan with charts of develop-
ment events, testing descriptions, proposed acceptance riteria.
and backup and falback procedures to handle possible failure of
contingencies, ad

(G) contained a summary of proposed improvement of such
statewide management system in terms of qualitativ.e and quanti-
tative beeft.

(2) (A) The Secretary shall, on a continuing basis, review, assess.
and inspect the planning, design, and operation of, statewide manage-
inent information systems referred to in section 403(a) (3) (D). with
a view to determining whether, and to what extent, such systems meet
and continue to meet requirements imposed under such section and the
conditions specified under subsection (a) (30) of this section.

(B) If the Secretary finds with respect to anu statewide management
information system referred to in section 40(a) (3) (D) that there is
a failure substantially to compl with criteria, requirements, and other
undertakings, prescribed by the advance automatic data processing
planning document theretofore approved by the Secretary with respect
to such system. then the Secretary shall suspend his approve of such
document until there is no longer any such failure of sclt system to
c .omply with such criteria., requirements, and other undertakings so
prescried.



Payment to States

Sec. 403. (a) From the sums appropriated therefor, the Seer-
tarv of the Treasury shall pay to each State which lhs at alprolVed
i)lali for ail and services to needy families w it cllhli. i,for va-h
quart er, beginning wNith th quarter eoi iiull cing ()ct lb.r 1. 1 ,s

(1) in the case of anN State other than Puerto Rico, theN Iirgimi
Islands. [amd] (Muam, and the (!w nmun W,,alth of the .'orth.1r1
.larirna I s/amnb, an amount equal to the sun f the following
l)roi)ortlions of the total amliounts expeIled during s uch q1uarmit,'r
a', aid to families with del)endent ,children under the State plall
(including txpenditnuv.es for premiuns under pal ,,f title
XVIII for in(ivi(luals who are recipients of mOit'V , paNywlt'nts.
under such plait awi other imstiralive preiliuis for Iedical o1r a\N.
other type of reniiedial care or the cost thereof)-

(A) live,-sixths of such expendituires. nt, citminting ( m ch
of any expenditure with reslpect to anyi month a as exceedIs tle
l)rtluct of sls multiplied b" tl e total mllfllbr of 'cil)ients
of aid to families with dependent ,.lhildrlln for stcli iontlh
(which tota-Il number, for lpurioss ,Of t I Iis s l ,t iOn , 111aus

(i) the number of individuals with res1 ie('t to witoiti such aid
in the form of ontev l)yaylIents is lai(I for such timitl. )lus
Iii) thi number of ofher individluals Nvitl respect to hv olm
expenditures were ma e in sc miot h as aid to families 'vithi
dimidelit children in the fori of In ei'al o1 anly 1 t11N, i tyl
of remedial 'are, )111> (iii) the iinibe of iiioliVidiial - , not
co lit e I u mder cla-v ii) or (ii), withi r-,slc',t4 , whotm ly-
iviit.s described in s-ection 106(b)(2) are made in sulh lioith

and include as ex,)endittires for pulrI)ses of this paragraph
Or paragraph (2) ) ; plus

B) the Federal j)errentage of the an,otint by wh~icih ('lh
expenditures exceed the maxiiumW hlich ny INM ,coil!ite
under claise ( A ), not cOmlitinir so) munch ()f amv c lhemlit ire-
wvith respeCt 4) any month as exceeds (i) the l rotl ictt )f .32
niltipliel by the total number of recipients of ail to families
with dependent, cliidren (other than such] aid I n t he fon,
of foster (-are) for such montl. l)Ius (ii) the plro(duct )f .-100
multiplied by ti total number of recipients of aid to families
with dependent children in th,. forni of foster e'arh for suich
month : and

(2) in the cas of Iuerto Ric(. the Virgin Islanls. [and] (uami.
,11l the ( Cmmonwealth of the.Northern .lfarin' Islamd., ai
amount equal to one-half of the total of the sums expended during
-uch quarter as aid to families with dependent children under the
State plan (including expeidit ures for premiums under part B ,of
Title XVIII for individuals who are recipients of money pay-
mients under such l)lan anl( other insurance premiums fr Imedical
or any other type of remedial care or the cost thereof)f) no ',um timig
soimuch of any expenditure with respect to any month as exceeds
S 1,8 multiplied by the total number of recipients of .u'h aid for
such month: and

S3) in the cae of any State, an amount equal to the sum of the
following propolrt ions of the total amounts expen(led during such
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quarter as found Ievessarv by the, .-,cretarv of Health. Education,
and Welfare for the proper andI efficient administration of the
St:te 1lan-

(A) 75 per century of ., uch of sui'h expenditures a, are
for th training r ( inludiiuz toth hi(,rt- nd long-tvnm train
ing at edu,.ational institutions through grant, to such insti-
tutions or by lirect financial as-istaT.e to students enrolled
in such institutions) of personnel e.iiployed or preparing for
employment by the State aiencv or y the loc:l agency
al(min)ist(-,I'in., "the llan in the 1)01 iti.:,l'.-UI)(livision, [andl]

1?) 75 per rentiim of so m ih of such. e.rp nditurs ,i., are
for th,- costs of i?5in rem,,p nti hdtiitiflcat;on. .rdx atithor-
.:ed ili , r .mer? ;'o 612.

(0) 75 per" centu i of so m ih of.,h , .rp ,,,/fiu,',. 7 a. are
for t/i, costs incurred by .,parate hht;a'o,,i/ welfare ti lv,,

,t;.,. n thr in,'.,st;galion and i,,.,,tmiu of .ti.es fo fra,/
;,ol,.-;n9 pa!ymeit, mad by .'tat's und.r th;. t;le.

(P) 90 per centum of so much of thr sums expended dur-
ing such quarter (commnencinq with th, quarter which ugirts
January 1. 1978) as are attributable to the planning, design.
ei,.'-lopmrnt. or installation of ..urh statewide mechoni2ed

claims processing and information retrieval systems as (i)
meet the conditions of svectio 4 02(a) (30). and (ii) the .,
retary d(etermines ae', likely to pro';,, more eh'hcint. eco-
nomical, and ,ffectire administration of the plan and to he
compatible' ,,.;th the cla.ins pr'oi.xlng and ;,,frm 6ot io,
ret rieral .,.ystems uliXzic din. the adm;ni,'tration of Sl/,i plans
approved iind, r title XLY. and Stte pro grams with ,, %'/,,,
to which. there is FlWeral Ibuwncial p,rticipation under t"1 10
XX,

(E) 7 per c nt , of so much of th, sums expended during
such. quarter (comm ncing writh the quarter wh ich begins
,January!/1, 1978) a. are attributable to the op , riion of sys-
tems ( whether such s*./.xt, ms are operated d(i,, t/.f by the Stat,
or by another person under contract with the State) of the
type described in subparagraph (D) (whethu r or not de-
sqned, developed, or installed ,rith assitanee under such
,ulpararaph) and which m-(-t the conditions of seetio f2
(a) (30). and

[(B)] (F) one-half of the reminder of such expenditums.
except. that no payment shall be made with respect to amounts ex-
pended in connection with the provision of any service described in
section 2002(:-) (1) of this Act other than services the provision of
which is required by section '2(a) (19) to be included in the plan of
the Stat,,, and no payment shall b, made under',ub paragraph (B) or
(C) un, ., t i, ,eSt1ate agrees to pay to any political 7subdiisian thereof.
an amount equal to 75 p( r' enf of ,,,,much. of the admini.strativr ex-
penditure, ds'rirbed in ,mowh subparagraph as were made by such po-
litical subdirisiam: and

(4) [Repealed].
(5) in the ca-, of any State. an amount equal to )(0 per centum

of the total amount expended under the State plan during such
-luarter as emergency assistance to needy families with children.
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The number ,f individuals with respect to whom payVitnt its de-
scribed in actionn 406(b) (2) are made for any month, who may be
inclui ,,I as recipients ()f aid to faumilieses \ith (lependent (clildiv te for

1,lrp,,vs of paragraph (1) or (2), may not exced [10 20) per
centli urnf the n mnber of other ci pients' f aid to fanili ie, iti de-
pendent children for sich month. In computing sucli [10] 2U 1 er,'llt.
twre shall not be taken into a-c(lnt intividillas wit 11re,-IweCt to \\ 14)m
such laynients :nre made for aiv nuotnth in acc(w'dant,, with .,t ion
4)2(a) ( 19 (F). [or] setion -10'2(a) (2 _). or ' ,'tin, 49(c),. or any
individual with re 5lN 't to whm paymnts of the typeit inPo/ret ,tr,
nwd,' (without regard to cl,, E) of 10 ,tontt(h) or the ,,tonld
senC,.tA of such section ) upon roq,1., ,1.- 4procid,,( i. ti,, last ipart
.qraph of such (xf'tion.

In. the ,(.,e of (ali ndar quarters beginniniq after , ,mt wber 30. 1977
and prior to )ctobe'r 1. "/ ,s, the amount to ba, paid to each State (as
d, t, rmib,, d uder the' pr, e('ew;,C / pror~i5ion.v of this subs, ction or se/ian
11l8. , ax f, ,'., may be) shall b( irt ,t. d in ac(oirdan e with the ,pro-
riion.s of qubs,,ertion( i) thishs s,/'.at.4 4

(1) The m-t hol of ,omputing and saying such amounts shall be as
foilmwv:

(1) The Secr,.lary of Health, Education, and Welfare shall,
prim-r to the 1o (I,,inning of each (Ilarter, estimate t he amount to
he paid to the > atv for such ul arter under the p)rovisions of sub-
section (a). such ('stimnat4, to be based on (.A) a report, filed Iv the
>late containing its estimate tof the, totla stmN1 t1 o be .Xl)vido,,I in
such quarter Inaccordlanlce with thep)ro'i.-ions of such subsevt ion
and stating tle :nioiint a)rol)riate1 or miadle available by the
;Ntate and it - politicall .,ulbivisions for such expenditure, in such
quarter,,s.d if -ti.h aniount is less than thle Statels lwroi),wrtioliat'
share of tli, total stini of siih c isti itttdexp ,eli(litin'es, the >oi.rce
o)r s irce. from which tlie iI ffe rence is ex.Icted t, i) ,l)Irived. (B)
rord- showing the number of dependent children in the State,
anid (() suich ,tlher investigatio- as the Secretarv may find nec-
e'ssa 1"\.

(2) Ihe, Secri.arv y f lealtlh. lIti:tion, i 11l Welfare shall
then certify to the Secivt.arv of the Treasury tle a munt so esti-
mn:ted by ti(: Secreta rv o(f lI,.elthd, Lducation. amid W'.lfare, (A )
reduced or increasel as the case may .ho.by any sun tby which the
Secretary o~f IlIt 1. Edluc.ation. and Welfare finds tl :t hJhis (sti-
mate for an\ prior quarter Nv' greaterr or less than the animount
which .-lhould have been pIaid to the Statv for s imch carterr. [anid]
(13) reduced by a .-1im evquivalent to the lwro rata share to which
the ignited St: es is equitably entitled, as detennined by the So-
retarv of HealthI. E ltueat1i, a 11d Welfare. f tle (, it :1ntint re-
cove:ed durijr any l rior quarter by the Stat, r a(- political
..uhdivision thereof with respect to aid to failiivis with depend-
(nt children fuirnished under the 5! te plan. anl (') rt (dued
by sih am-oint a.ss. ,,,' sa,,ry to pror;d' thi "ap,ropri t, rein,-
bw., on f ,0of th,; F tl,,il (,',w,'rlnmt " th,,t th, , 'tatv, ; r,'q ir,'d
to ,,; '4A iier .,./ion t 7 out of that portion . of hil supportt
U,'.ll tioi,.." i'rta;ili t1 / )? it /, PIml 11(fl It t) ,1,'11t (r /1 , except that
such increases or reductions shall not be made to the extent that

9962 0- 77-11
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such sums have been applied to make the amount certified for
any ,prior quarter greater or less than the amount estimated by
the Secretary of Health, Education, and Welfare for such prior
quarter.

(3). The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department and prior to audit
or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State for any fiscal year after June 30, 1973, by one per-
cea.tage point for each percentage point by which the number of indi-
viduals certified, under the program of such State established pursuant
to section 402(a) (19) (G), to the local employment office of the State
as being ready for employment or training under Cpart C]3 section
432 (b),(1), (9), or (3), is less than 15 per centum of the average
number of individuals in such State who, during such year, are re-
quired to be registered pursuant to section 402 (a) (19) (A).

(d) (1) Notwithstanding subparagraph (A) of subsection (a) (3)
the rate specified in such subparagraph shall be 90 per centum (rather
than 75 per centum) with respect to social and supportive services pro-
vided pursuant to section 402(a) (19) (0). In deternining the amount
of the expenditures made under a State plan for any quarter with
reject to sooil and supportive services pursuant to section 402(a)
(19) (G), there shall be included the fair and reasonable value of good
and services fuwnihed in kind from the State or any political t-
diViWon thereof.

(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 30, 1973, not more than $750,000,000 shall
be appropriated to te Secretary for payments with respect to services
to which parsrh (1) applies.

f Notwithstanding any other provision of this section, the amount
payale to any State under this part for quarters in a fiscal year shall
with respect to quarters in fiscal years beginning after June 30, 1973,
be reduced by 1 per centum (calculated without regard to any reduc-
tion under section 403 (g)) of such amount if such State-

(1) in the immediately preceding fiscal year failed to carry out
the provisions of section 402(a) (15) (B) as pertain to requiring
the offering and arrangement for provision of family planning
services; or

(2) in the immediately preceding fiscal year (but. in the case
of the fiscal year beginning July 1,1972, only considering the third
and fourth quarters thereof), failed to carry out the provisions of
section 402(a) (15) (B) of the Social Security Act with respect
to any individual who, within such period or periods as the Secre-
tary may prescribe, has been an applicant for or recipient of aid
to families with dependent children under the plan of the State
approved under this part.

(g) Notwithstanding any other provision of this section, the
amount payable to any State under this part for quarters in a fiscal
year shall with'respect to quarters in fiscal years beginning after
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June 30, 1974, be reduced by, 1 per centum (calculated without regard
to any reduction under section 403 (f)) of such amount if such State
fails to-

(1) inform all families in the State receiving aid to families
with dependent children under the plan of the State approved
under this part of the availability of child health screening serv-
ices under the plan of such State approved under title XIX,

(2) provide or arrange for the provision of such screening
services in all cases where they are requested, or

(3) arrange for directlyv or through referral to appropriateagencies, organizations, or individuals) corrective treatment the
need for which is disclosed by such child health screening services

(h) Notwithstanding any other provision of this Act, the amount
pay able to any State under this part for quarters in a fiscal year shall
with respect to quarters beginning after December 31, 1976, be reduced
by 5 per centum of such amount if such State is found by the Secre-
tary as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after September 30, 1976 (but, in the case of the fiscal
year beginning October 1, 1976, only considering the second, third,
and fourth quarters thereof).

(i) (1) In the case of any calendar quarter 'which begins after
September 30, 1977, and prior to October 1, 1978, the amount payable
(as determined under subsection (a) or section 1118, as the case may be
to each State, which has a State plan approved under this part, shall
(subject to the succeeding paragraphs of this subsection) be increased
by an amount equal to the sum of the following:

(A) an amount which bears the sane ratio to $195P000 as
the amount expended a aid to families with dependent children
under the State plan of such State during the month of December
1976 bears to the amount expended as aid to families with de-
pendent children under the 9tare plans of all States during such
month, and

(B) (i) in the case of Puerto Rico, Guam, and the Virgin Is-
lands,an amount equal to the amount determined under subpara-
graph (A) with respect to such State, or

(ii) in the case of any other State, an amount which bears the
same ratio to $125000X), minus the amounts determined under
clause (i) of this subparagraph, as the amount allocated to such
State, under section 106 of the State and Local Fiscal Assistance
Act of 1972 for the most recent entitlement period for which
allocations have been made under such section prior to the date
of enactment of this subsection, bears to the total of the amounts
allocated to all States under such section 106 for swh period.

(2) As a condition of any State receiving an knrase, by reason of
the application of the foregoing provision of thds subsection, in the
amount determined for such State pursuant to subsection (a) or under
section 1118 (as the case may be), such State mst agree to pay to any
political subdivision thereof which po-icipates in the cost of the
State's pkvn, approved under this part, during any calendar quarter
with respect to which auch increase applies, so much of suck increase
as does not exceed 90 per centum of such political subdiision's $fnan-
cial contribution to the State's plan for such quarter.



(3) Notwithatandig any other pewvison of this part, the amount
payable to any State by reason of the preceding provsions of this
subsection (A) for calendar quparters prior to April 1, 1978 sall be
made in a single installment, which shall bepableas shortlyafter October 1, 1977 as administrativefy 7a le, ant (B) for
caldar quarters after March 31, 1978 shall be made in a single in-
stallment, which shall be payable on October 1.1978 or as shortly there-
after as is administratively feasible.

(4) (A) As used in thi, paragrph-
(i) the term "base period", when applied to any State, mean

the si-month period comnwencing on Jul 1, 1974, or Jaay1,
1976 with respect to which its payment error rate (as heretofore
determined by the Secretary) for cash payments, made under its
State plan approved under this pat, "s higher; and

(is) the tern "test period", whena l to any State, means
the siw-month period commencing January 1, 1978.

(B) Notwithstanding the preceding provzszons of this subsection,
the single insta (referid to in paragraph (3)) which is pay-
able for calendar quarters after March 31, 1978, shall be subject to the
folusmi tions:

(i) in the cae of a Sqtate wlickfor its test period, has a pay-
ment error rate for cash payments which is not in ecesa of 4per
centum, there shall be paid-to such State 100 per centumn of sUCh

(i) in the case of a State whick for its test period, has an error
rate for cash payments which is in excess of 4 per ceniturm but is
lower than such error rate for its base period, there shall be paid
to such State a fraction of such single installment equal to one
minus the ratio of the excess of the error rate of such, Sae for the
test period over 4 per centum, to the excess of the error rate of
such State or thebase period over 4 per coetum, and

(iii) suck installment shalU not be paid in the case of any State
which for its test period has an error rate for cash payments which
it (1) in exce of4percentum. and (1) equZor greater
than its error rate for cask paymentsfor its base period.

(j) Notwithstanding any other proviuion of this Act, the amount
otherwise payable for any quarter (as determined without regard to
the provi' *m of section 411) shall be reduced or increased, as the case
may be, in accordance with the provNione of such section.

Operation of State Plans

See. 404 (a) In the case of any State plan for aid and services
to needy families with children which has been approved by the Sec-
retary of Health, Education, and Welfare, if the Secretary, after rea-
sonable notice and opportunity for hearing to the State agency ad-
ministering or supervising the administration of such plan, finds--

(1) that the plan has been so changed asto impose anyresi-
dence requirement prohibited by seion 402(b), or that in the
administration of the plan any such prohibited requirement is
imposed, with the knowledge of such State agency, in a substan-
tial number of cases; or



(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan;

the Secretary shall notify such Stateaecythat further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied he shall make no fur-
ther payments to such State (or shall limit payments to categories
under or parts of the State plan not affected by such failure).

(b) No payment to which a State is otherwise entitled under this
title for any period before September 1, 1962, shall be withheld by
reason of any action taken pursuant to a State statute which requires
that aid be denied under the State plan approved under this part with
res to a child because of the conditions in the home in which the
chid resides; nor shall any such payment be withheld for any period
beginning on or after such date by reason of any action taken pursu-
ant to such a statute if provision is otherwise made pursuant to a State
statute for adequate care and assistance with respect to such child.

(c) No State shall be found, prior to January 1, 1977, to have
failed substantially to comply with the requirements of section 402
(a) (27) if, in the judgment of the Secretary, such State is making a
good faith effort to implement the program required by such section.

(d) After December 31, 1976, in the case of any State which is
found to have failed substantially to comply with the requirements of
section 402 (a) (27), the reduction in any amount payable to such State
required to be imposed under section 408(h) shall )be imposed in lieu
of any reduction, with respect to such failure, which would otherwise
be required to be imposed under this section.

Use of Payments for Benefit of Child

Sec. 405. Whenever the State apncy has reason to believe that
any payments of aid to families with dependent children made with
respect to a child are not being or may not be used in the best interests
of the child, the State agency may provide for such counseling and
guidance services with respectto the use of such payments and the
management of other funds by the relative receiving such payments
as it deems advisable in order to assure use of such payments in the
best interests of such child, and may provide for advising such relative
that continued failure to so use such payments will result in substitu-
tion therefor of protective payments as provided under section 406
(b) (2), or in seeking appointment of a guardian or legal representa-
tive as provided in section 1111, or in the imposition of criminal or
civil penalties authorized under State law if it is determined by a
court of competent jurisdiction that such relative is not using or has
not used for the benefit of the child any such payments made for that
purpose; and the provision of such services or advice by the State
agency (or the taking of the action specified in such advice) shall not
serve as a iasis for withholding funds from such State under section
404 and shall not prevent such payments with respect to such child
from being considered aid to families with dependent children.



DefAitons

8ec 406. When used in this prat-(a) The term "dependent child"n means a needy child (1) who has
been deprived of parental support or care by reason of the death, con-
tinued absence from the home, ?r physical or mental incat city of a
parent, and who is living with his father, mother, grandfather, grand-
mother, brother, sister stepfather, stepmother, stepbrother, stepsister,
uncle, aunt, first eous i nephew, or niece in a place of residence main-
tained by one or more of such relatives as his or their own home, and
(2) who is (A) under thee of eighteen, or (B) under the age of
twenty-one and (as determined by the State in accordance with
standards prescribed by the Secretary) a student regularly attending
a school, college, or university, 'or regularly attend a course of
vocational or technical training designed to fit him for gainful em-ployment;(b) IThe term "aid to families with dependent children" means

money payments with respect to or (if provided in or after the third
month before the month in which the recipient makes application for
aid) medical care in behalf of or any type of remedial care recognized
under State law in behalf of, a dependent child or dependent children,
and includes (1) money payments or medical care or any type of
remedial care recognized under State law to meet the needs of the
relative with whom any dependent child is living (and the spouse of
such relative if livg wit him and if such relative is the child's
parent and the child is a dependent child by reason of the physical or
mental incapacity of a parent or is a dependent child under section
407), and (2) payments with respect to any dependent child (includ-
ing payments to meet the needs of the relative, and the relative's
spouse, with whom such child is living, and the needs of any other
individual living in the same home if such needs are taken into account
in making the determination under section 402 (a) (7)) which do not
meet the preceding requirements of this subsection but which would
meet such requirements except that such payments are made to another
individual who (as determined in accordance with standards pre-
scribed by the Secretary) is interested in or concerned with the wel-
fare of such child or relative, or are made on behalf of such child or
relative directly to a person furnishing food, living accommodations,
or other goods, services, or items to or for such child, relative or other
individual, but only with respect to a State whose State plan approval
under section 402 includes provision for-

(A) determination by the State agency that the relative of the
child with respect to whom such payments are made has such in-
ability to manage funds that making payments to him would be
contrary to the welfare of the child and, therefore, it is necessary
to provide such aid with respect to such child and relative through
payments described in this clause (2) ;

(B) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds in such
manner as to protect the welfare of the family;

(C) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justifying" such
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determination still exist, with provision for termination of such
payments if they do not and for seeking judicial 'ppointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that the need for such payments s
continuing, or is likely to continue, beyond a period specified by
the Secretary;

(D) aid in the form of foster home care in behalf of children
described in section 408 (a) ; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is madeE;].

Payments with respect to a dependent child which are intended to
enable the recipient to pay for specflc goods, services, or items recog-

ed by the Stat agenq as a partof tX chids need under the State
plan may (in the discretion of the State or local agency administering
the plan in the political subdivision) be made, pursuant to a deter-
miraion referred to in clause (8) (A), in theform of checks drawn
jointly to the order of thereiin and the person furnishing such
goods, serim,.or item. and negotiable only upon esdorsement by
both suc recipient and such person; and payment. so md &shall be
considered for all of the purposes of thi. part to be payments described
in clause (2). Whenever payments with respect to a dependent child
are made in the manner described in clause (2) includingn ya ents
described in the preceding sentence), a statement of the apeci 1 reaeons
for Making suc payment in that manner (on which thusdeterma-
tion under clause (2) (A) was based) shall be played in the fil n-
tained with respect to such chid by the State or local agency ad-
mnitering the State plan in the political subdivision.

In addition, payments with respect to a dependent child to cover the
cost of utility services or living accommodations or any part thereof
may be made (in the discretion of the State or local agency admnis-
tering the plan in the political subd'iiion but without regard to any
determination under clause (B) (A)) in the form of checks drawn
jointly to the order of the rwip&* and the person furnishing such
services or accommodations egoti able only upon endorsement by
both such recipient and such person, if such child or the relative with
whom he is living especially so requests in writing; but not more than
50 per centum of the amount of the aid which is payable with respect
to such child for any month may be paid in that fortn, and any such
request shall be effective until revoked by the child or relative.

(c) The term "relative with whom any dependent child is living
means the individual who is one of the relatives specified in subsection
(a) and with whom such child is living (within the meaning of such
subsection) in a place of residence maintained by such individual
(himself or together with any one or more of the other relatives so
specified) as his (or their) own home.

(d) [Repealed].
(e) (1) The term "emergency assistance to needy families with chil-

dren" means any of the following, furnished for a period not in ex-
cess of 30 days in any 12-month period, in the case of a needy child
under the age of 21, who is (or, within such period as may be specified
by the Secretary, has been) living -with any of the relatives specified
in subsection (a) (1) in a place of residence maintained by one or more
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of such relatives as his or their own home, but only where such child
is without available resources, the payments, care, or services involved
are necessary to avoid destitution of such child or to provide living
arrangements in a home for such child, and such destitution or need
for living arrangements did not arise because such child or relative
refused without good cause to accept employment or training for
employment-

(A) money payments, payments in kind, or such other pay-
ments as the State agency may specify with respect to, or medical
care or any other type of remedial care recognized under State
law on behalf of, such child or any other member of the house-
hold in which he is living, and

(B) such services as may be specified by the Secretary;
but only with respect to a State whose State plan approved under sec-
tion 402 includes provision for such assistance.

(2) Emergency assistance as authorized under paragraph (1) may
be provided under the conditions specified in such paragraph to ml-
grant workers with families in the State or in such part or parts
thereof as the State shall designate.

(f) Notwithstanding the provisions of subsection (b), the term "aid
to families with dependent children" does not mean payments with
respect to a parent (or other individual whose needs such State deter-
mines should be considered in determining the need of the child or
relative claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Nothing
in this subsection shall be construed to make an otherwise eligible
child ineligible for protective payments because of the failure of such
parent (or such other individual) to so cooperate.

Dependent Children of Unemployed Fathers

Sec. 407. (a) The term "dependent child" shall, notwithstand-
ing section 406(a). include a needy child who meets the requirements
of section 406(a) (2), who has been deprived of parental support or
care by reason of the unemployment (as determined in accordance
with standards prescribed by the Secretary) of his father, and who
is living with any of the relatives specified in section 406(a) (1) in
a place of residence maintained by one or more of such relatives as
his (or their) own home.

(b) The provisions of subsection (a)-shall be applicable to a State
if the State's plan approved under section 402-

(1) requiresh&e psyinent of aid to limnihes with dependent
dren wdh respect to a dependet ohild as defined in subsection

(a) when-
(A) such child's father has not been employed (as deter-

mined in accordance with the standards presribed by the Sec-
retary) for 'at least 30 days pior to the receipt of such aid,

(B) ouch father has not wi&out good cause, within such
period (of not less than 30days) as may be prescribed by the
SeoadM'y refused a lbona fide offer of employment or trfW employment, 

and
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(C)(i) such fa has 6 ormormquters of work (as
definedin sumetion (d) (1)) ini any 13-calendar-quarter
pe" ending within one year prior to the application for
such ~ad or (nii) he received unemployment cmapenamtion
under an unmpk yment ompaion law of a State. or of
the Uni St or he was qualified (within the meaning of
subsection (d) (3)) for unemploymntcompenation under
the unemployment compensation law of the State, within one
year prior to the application for such aid; and

(2) provide--
(A for such assurances as will utisfy the Seer that

fXteof dependent children as defined in subection (a)
willibecertified tothe Secret*aofLaborasprovided in
section 402(a) (19) within thirty. days after receipt of aid
with respect to such children;

(B) for entering into cooperiative arrangements with the
State agency responsiWie for administering or supervising the
administration of vocational education in the State, designed
to assure maximum utilization of available public vocational
education services and facilities in the State in order to
encoure .the training of individual capable of beingretrined;

(C) for the denal of aid to families with dependent chil-
dren to any child or relative specified in subsection (a)-

(i) if and for so long as such child's father. unless
exempt under section 402 (a) (19) (A), is not registered
pursuant to such section for the work incentive program
established under part C of this title, or, if -he is exempt
under suh section by reason of clause (iii) thereof or
no such program in which he can effectively paticipate
has been established or Provided under section 432 (a), is
not registered with the public employment officeR in th
State, and

(ii) with respect to any week for which such child's
father qualifies for unemployment compensation under
an unemployment compensation law of a State or of the
Unied States, but refuses to apply for or accept such
unemployment compensation; and

(D) for the reduction of the aid to families with depend-
ent children otherwise payable to any child or relative speai-
fled in subsection (a) by theamount of any unemployment
cormeation that such child's father receives under an un-
eMPloyment compensation law of a State or of the United

(c) Nctwithstanding any other provisions of this section, expendi-
tures pursuant to this section shall 'be excluded from ad to families
with dependent children (A) where such expenditures are made under
the plan with respect to any dependent child as defined in subsection
(a), () for any part of the 30-day period referred to in subparagraph
(A) of subsection (b)(1), or (ii) for any period Prior to thetimne
when the father satisfies subparagraph (B) of such srbsection, and
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(B) ~if, and for as long as, no action is taken (after the 80day period
rfei~ed to in paragrap (A) of subeetion (b)(2)), under the pro-
grim tereinqecPfidto ceratfy such father to the Secretary of L r
pursant to 'etion 402(a) (.19).

(d) For purposesofthisectio-
(1) te term "quarter of work" with respect to any individual

means a calendar quarter in which smh individual received earned
income of not les then $50 (or whihh dsa "Ru.*er of coverage"'
as defined in section 213(a) (2)), or in which osuch individual
paxticipated in a community work and t ptrog raunder
s.tion 409 or any otier work and traJni g program subject to the
limitatim in section 409, or the work incentive program estab-
lished under peat C;

(2) the term "calendar qmater" means a period of 3 conseou-
tive clear months ending on Maarc 31, June 30, Septem-
ber 80, or December 31; and
(8) an individual shall, for purposes of section 407(b) (1) (C),

be deemed qualified for unemployment copensation under the
State's unemployment compensation law if-

(A) he would h&ve been eligible to receive such unemploy-
ment omrpention upon filing application, or

(]B) 'he performed work not covered under such law and
s work, if it had been covered, would togetherr with any

covered work he performed) have made him eligible to
receivesuch umemploymnnt conpenmtion upon filing

(e) The crm of Health, Education, and Welfare and the Sec-
retary of Labor shall jointly enter into an agreement with each State
which is able and willing to do so for the purpose of (1) simplifying
the procedures to be followed by unemployed fathers and other unem-
ployed persons in such State in registering pursuant to section 402
(a) (19) for the work incentive program established by part C of this
title and in registering with public employment offices (under this
section and otherwise) or in connection with applications for unem-
ployment compensation, by reducing the number of locations or agen-
cies where such persons must go in order to register for such programs
and in connection with such applications, and (2) providing where
possible for a single registration satisfying this section and the require-
meats of both the work incentive program and the applicable unem-
polyment compensation laws.

Federal Payments for Foster Home Care of Dependent Children

[Se 408. Effective for the period begin May 1, 1961-
[(a) The term "dependent child" shall, notwithstanding section

406(a), also include a child (1) who would meet the requirements of
such section 406(a) or of section 407, except for his removal after
April 30, 1961, from the home of a relative (specified in such section
406(a)) as a result of a judicial determination to the effect that con-
tinuation therein would be contrary to the welfare of such child, (2)
whose placement and care are the responsibility of (A) the State or
local agency administering the State plan approved under section
402, or (B) any other public agency with whom the State agency ad-



ministering or supervising the administration of such State plan has
made an agreement which is still in effect and which includes provi-
sion for assuring development of a plan, satisfactory to such State
agency, for such child as provided in paragraph (f)(1) and such
other provisions as may be necessary to assure accomplishment of the
objectives of the State plan approved under spction 402, (3) who has
been placed in a foster family home or child-care institution as a re-
sult of such determination, and (4) who (A) received aid under such
State plan in or for the month in which court proceedings leading to
such detrmination were initiated, or (B) (i) would have received
such aid in or for such month if application had been made therefor,
or (ii) in the case of a child who had been living with a relative
specified in section 406(a) within six months prior to the month in
which such proceedings were initiated, would have received such aid'
in or for such month if in such month he had been living with (and
removed from the home of) such a relative and application had been
made therefor;

[(b) the term "aid to families with dependent children" shall, not-
withstanding section 406(b), include also foster care in behalf of a
child described in paragraph (a) of this section-

[ (1) in the foster family home of any individual, whether the
payment therefor is 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 payment therefor
is made to such institution or to a public or nonprofit private
child-placement or child-care agency, but subject to limitations
prescribed by the Secretary with a view to including as "aid to
families with dependent children" in the case of such foster care
in such institutions only those items which are included in such
term in the case of foster care in the foster family home of an
individual;

((c) the number of individuals counted under clause (A) of section
403(a) (1) for any month shall include individuals (not otherwise
included under such clause) with respect to whom expenditures were
made in such month as aid to families with dependent children in the
form of foster care; and

[(d) services described in paragraph (f) (2) of this section shall be
considered as part of the administration of the State plan for purposes
of section 403(a) (3) ;
but only with respect to a State whose State plan approved under
section 402-

[(e) includes aid for any child described in paragraph (a) of this
section, and

[(f) includes provision for (1) development of a plan for each such
child (including periodic review of the necessity for the child's being
in a foster family home or child-care institution) to assure that he
receives proper care and that services are provided which are designed
to improve the conditions in the home from which he was removed or
to otherwise make possible his being placed in the home of a relative
specified in section 406(a), and (2) use by the State or local agency
administering the State plan, to the maximum extent practicable, in
pl such a child in a'foster family home or child-care institution,
of the services of employees, of the State public-welfare agency re-



ferred to in section 522(a) (relating to allotments to States for any
child welfare services under part 3 title V) or any local agency par-
ticipating in the administration of the plan referred to in such section,
who perform functions in the administration of such plan.

[For the purposes of this section, the term "foster family home"
means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State resposble for licensing homes of this type as meeting the stand-
ards established for such licensing; and the term "child-care institu-
tion" means a nonprofit private child-care institution which is licensed
by the State in which it is situated or has been approved, by the agency
of such State responsible for licensing or approval of institutions of
this type, as meeting the standards established for such licensing.]

Community Work and Training Programs

Sec. 409. (a) For the purpose of assisting the States in encour-
aging, through community work and training programs of a construc-
tive nature, the conservation of work skills and the development of
new skills for individuals who have attained the age of 18 ad are
receiving aid to families with dependent children, under conditions
which are designed to assure protection of the health and welfare of
such individuals and the dependent children involved, expenditures
(other than for medical or any other type of remedial care) for any
month with respect to a dependent child (including payments to meet
the needs of any relative or relatives, specified in section 406(a), with
whom he is living) under a State plan approved under section 402
shall not be excluded from aid to families with dependent children
because such expenditures are made in the form of payments for
work performed in such month by any one or more of the relatives
with whom such child is living if such work is performed for the
State agency or any other public agency under a program (which
need not be in effect in all political subdivisions of the State) admin-
istered by or under the supervision of such State agency, if there is
State financial participation in such expenditures, and if such State
plan includes-

(1) provisions which, in the judgment of the Secretary, pro-
vide reasonable assurance that-

(A) appropriate standards for health, safety, and other
conditions applicable to the performance of such work by
such relatives are established and maintained;

(B) payments for such work are at rates not less than
the minimum rate (if any) provided by or under State law
for the same type of work and not less than the current mii-
mum ags re bod ndr section 6 (a) (1) of the Fair
Labor Z2 Act of 1938, or (if Mhiger) the rates pre-
vailing on similar work in the community;

(C) such work is performed on projects which serve a useful
public purpose, do not result either in displacement of regular
workers or in the performance by such relatives of work that
would otherwise be performed by employees of public or private
agencies, institutions, or organizations, and (except in cases of
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projects which involve emergencies or which are generally of a
nonrecurring nature) are of a type which has not normally been
undertaken in the past by the State or community, as the case
ma be;

) in determining the needs of any such relative, any addi-
tional expenses reasonably attributable to such work will be
considered;

(E) any such relative shall have reasonable opportunities to
seek regular employment and to secure any appropriate training
or retraining which may be available;

(F) any such relative will, with respect to the work so per-
formed, be covered under the State workmen's compensation law
or bep rovided comparable protection; Cand3

(G) aid under the plan will not be denied with respect to any
such relative (or the dependent child) for refusal by such relative

reform any such work if he has good cause for such refusal;

(H) any such relative shall not be required to perform such
work if such relative it-

(i) a child who is under age 18 or attending school full

() a person who is ill, incapacitated or of advanced age:
M) a person so remote from an employment program that

his elective participation is precluded;
(iv) a person whose presence in the home is required

because of iUness or incapacity of another member of the
household;

(v) a mother or other relative of a child under the age of
six who is caring for the child;

(vi) the mot)wr or other female caretaker of a child, if the
father or another adult male relative is in the home ad not
otherwise exempt from participation in the communy work
and training program and has not refused without good cause
to articipate in such program;

(vi)aric'pating in a work incentive program under part
CFO t title; or
(viii) a person who is working not less than 30 hours per

week;
(2) provision for entering into cooperative arrangements with

the system of public employment offices in the State looking to-
ward employment or occupational training of any such relativesperforming work under such program, including appropriate pro-
vision for registration and periodic reregistration of such relatives
and for maximum utilization of the job placement services and
other services and facilities of such offices;

(3) provision for entering into cooperative arrangements with
the State agency or agencies responsible for administering or
supervising the administration of vocational education and adult
education in the State, looking toward maximum utilization of
available public vocational or adult education services and facili-
ties in the State in order to encourage the training or retraining
of any such relatives performing work under such program and
otherwise assist them in preparing for regular employment;
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(4) provision for assuring appropriate arrangements for tho,
care and protection of the child during the absence from the home
of any such relative performing work under such program in
order to assure that such absence and work will notbe inimical
to the welfare of the child ;

(5) provision that there be no adjustment or recovery by the
State or any political subdivision thereof on account of any pay-
ments which are correctly made for such work: and

(6) such other provisions as the Secretary finds necessary to
assure that the operation of such program will not interfere with,
achievement of the objectives set forth in section 401.

(b) In the case of any State which makes expenditures in the forn
described in subsection (a) under its State plan approved under sec-
tion 402, the proper and efficient administration of the State plan, for
purposes of section 403(a) (3) and (4) may not include the cost of
making or acquiring materials or equipment in connection with the
work performed under a program referred to in subsection (a) or the
cost ofsupervision of work under snch program, and may include only
such other costs attributable to such programs as, are permitted by
the Secretary.

(c) If the relate h'ith whom a child ; UM.ing is denied aid because.
of a failure to comply with the rquirem~nts of subsection (a), any
aid for whih swuh child i. , ligible hall be provided in the form of
protf,(tire paymi nts as de.wribed in section 46(b) (2) (without regard
to subparagraphs (A) through. (E) of sih section).

Food Stamp Distribution

Sec. 410. (a) Any State plan for aid and services to needy families
with children may (but is not required under this title or any other
provision of Federal law to) provide for the institution of procedures.
in any or all areas of the State. by the State agency administering or
supervising the administration of such plan under which any house-
hold participating in the food stamp program established by the Food
Stamp Act of 1964. as amended, will be entitled, if it so elects, to have
the charges, if any, for its coupon allotment under such program
deducted from any aid, in the form of money payments. which is (or.
except for the deduction of such charge, would be) payable to or with
respect to such household (or any member or members thereof) under
such plan and have its coupon allotment distributed to it with such
aid.

(b) Any deduction made pursuant to an option provided in accord-
ance with subsection (a) shall not be considered to be a payment de-
scribed in section 406 (b) (2).

(c) Notwithstanding any other provision of law, no agency which
is designated as a State agency for any State under or pursuant to the
Food Stamp Act of 1964, as amended, shall be regarded as having
failed to comply with any requirement imposed by or pursuant to such
Act solely because of the failure, of the State agency administering or
super-ising the administration of the State plan (approved under this
part) of such State, to institute or carry out a procedure, described in
subsection (a).



Quality Control System

Conditions of Approval

Sec. 411. (a) (1) The Secretary shall, subject to paragraph (2),

approve the quality control systemn of a State, to be Wtiliz(( in con-

nection it/h the admin.stration of th eState5 jtlan a/)praed under

this part, if he finds that *ueh s-ystem, Will eifectirely pronott, the

,ff'cient and proper operation of much plan by asuring that aid and

,? ,,vi e 8 under teplan are not provided to indi?'iduals Iwho are, in-
eli gible therefor. that such aid and seriiet .x will not be denied to ap-

plirIant, who are eligible and make proper application therefore and
that aid in the form of money payment, furnish8ed to any individual
or family under sue.h plan will not be greater or less than. the amount
correctly determrned under much plan to be payable to such individual
or family.

(2) The Secretary shall not approve the quality control system, re-
ferred to in paragraph (1), of any State unles he ix satisflcd that,
under the plans for and in the operation of, such system,- 1

(A) during each six-month period whi h begim on April I or Or-
to/,,r I (commencing with the six-month period which begins Aprill,
1978) there 1ill be canducted by the State, in order to obtain data
with respect to the functioning of the State's plan appeared under
this part. such sampling of the caseload under suich plan as the See-
itarq . hall by regulations prescribe, which. sampling shall in volre
a tufflcient number of cases amd be of acceptable reliability clearly to
iidi',Ite the incidene, kind and class of errors occurring within the
State (and in order to assure the accuracy and effectiveness of such
x(Implinq the Secretary shall under regulations: require the States
to e.tablish and administer a special performances evaIation and cor-
rcth ire act4on system that shall, uing data already avaikble from prior
quality f.a/trol reviews, identify operating anits., as defined by regu-
litionx prescribed by the Secretary, within the State with e.Cessic'
payment error rates in comparison with the statewide payment error
rwtc: require the States to make analyses to indicate the ineience, kind.
andt class of errors within each such operating unit and to prescribe
corrective action affecting those operating un.its : and reui.;re that xu,'h
,aialyses be made in erery six-month period wntil error rates are su-
stant;ally reduced), and which. sampling shall (i) provide suffri4int
(oding identification to identify each individual case and the line of
r..ponibility for that case from the case worker up through the uper-
vrior, local and higher level offices, the ,State quality control reviewer
and ,uperri.'or a . ell as the date, of last approval, the date on Which
e,1.h redetermination was due to be made, and the date on which each
rtetermination wa. made s;ine the date of such. last approval or. if
late r. within the preceding twenty-four-month period,, (ii) employ
s1uch methods. schedules, and ;nstruetions. arnd shall bc designed to elicit
Voleh data, a8 shall be prescribed by the 'Xeretary, and (iii) be de-
*iqned to diAclose (as of the tine any case was selected to b, included
in the sample) ,rror rates with respecct to (I) eliqibility for aid under
such approved State plan (after application of all requirements im-
posed by or lmrsuant to Federal law ith respect to the approval of
,S't 4 plans under this part). (II) or payment and underpayment of
,1id under such approved ,State /plan (';th error rates with respect to



170

ineUibles, overpaymen, nd tmdep-e'Wnta being stated both on
the basis of wse error rates and on the basi of pvment error rate).
and (III) incorrect denials and te mination of aid on the basis of
case error oay.

(B) in connection with the conduct of such aapling with re.pe.t
to anysuh uio-month period, there t l be conducted a Pdinvesti-
ration (including personal interviews) of all eases (other than t Moe

v y iwnormct denia4 or terninations of aid) included in the 8am-
pie taken under the State's quality oontrolduring such periodinde-
pendently to establiek and verify each element of eNgibility and pay-
ment as of the review date,

(0) not later than &iaty days followiNg each month of any such six-
month period, there wil be submitted to the Bertry (in such form
and manner, and conta aw ksuck- information as the Seeaaeq *my
requre; except that the Secretary may not require that ufenfifywng
information on State and local employees be submitted to or main-
tained by himself or any other offer or m e of the Department
of HealtA, Education, and Welfare) the dataob tamed from or in con-
nwetion with each sample taken in such month together with the indi-
i'idual findings with repect to each case included in any such s'
(and a copy of the material so submitted shall promptly be furn4hed
to the Impector General),

(D) not later than one hundred and twenty daysfollowing any such&a-month period, there will be submitted to the Secretar a corretive
action plan (a copy of which shall promptly be furnihed to the In-
spector General) which (i) is based on -aalyses of the information
discloed by the com biwd fiIdiegs of the State reviews and the Fed-
eral reviews conducted (as required pursuant to this paragraph) dur-
ini such period as to the nature and cause of payment errors, and
(iu) meets suck specifwations as the Secreta deemn nwemsary to
assure the electiveness of the State's quality control system,

(E) there will be provided to the Secrtary, the inspector General,
Health, Education, and Welfare quality control personnel, and State
and local xuality control personnel involved with the State's plan ap-
proved er this part aecess to State and local records with epect to
the State plan approved under this part, with respect to applcartsand recipients of aid or services under such plan, and with respect to
individuals revving payments oforfrotm such aid in behalf of an
aid recipient, and wit respect to third parties, and

(F) the public wil be notified (through news releases and other-
wise) of error rate findings (i) with r wvpt to errors described in ub-
paragraph (A) (m") (1) and (H) (au L by the combined find-
t8gs of the State reviews and the Federal ,eviews conducted during
eAh sia-mothd period referred to in ubparagraph (A)), of cor-
rective action meamres taken or to be taken, of measures taken or to be
taken with mrspe to discontinued aid and services to individuals in-
eligible therefor (including corrective action plans submitted to the
Becretaury pursuant to sbaragrapA(D)),(ii with respect to errors
desribedin ubpararaps (A) (iii) (Ill) as dircloed by the com-
bined fladings of the State and Federal reviews of the sample con-
ducted during each such six,-month period, and (iii) with respect to
errors descrQ in sbetion (c) as disclowd by the Federal review
of cases previously found in error in the preceding siz-month period.
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MNit rL bg Imsptor Gewral

(b) (1) The Secretary shall utilize the service of the Inspector
General to moiW c.[sy, through such procedure as may be
necessary, the operation of and State and Federal finding. made
under the qtsali cont rol systems established aw~n, to this section,
to monitor the incidence and extent of fraud and abue in the State
plans with respect to which such systems are established, and to make
recommendation for improvements in or alternatives to such system
or portion. thereof. The Secretary shall also utilize the services of the
Inspector General to nwnitor closely the quality control system
establishedfor the State program approved under titles 1, X, XIV,
XVI, and XIX of this Act, and he shall have the same duties, author-
ity, and rsonililities with respect to the monit oi7 of the quality
control system of these titles as he does in the case of the monitorin.
of the quality control provision established with respect to part A
of title IV.

(2) The Inspector General shall use appropriate resources including
specialists in computer systems analysis and welfare adminstration
and management to develop, through the use of Federal and State
quality control findings, recommendationt for improvements in, or
alternatives to, methods for determining fraud and abuse, for deter-
mining cases with large dollar errors, for ascertaining the locality

and local o#9ces with the gratest number of such errors, and for
reducing high erroneous expenditures.

Federal Review of 8.1tat eSnpl

(c) (1) The Secretar shall conduct a field review (including per-
sonal interviews) of all cases (other than those involving incorrect
denial or terminations of aid) (A) of a representative subsample of
each State's sample and (B) of all cases in each State's sample which
were found to be erroneously excluded from, the State's investigation
required by subparagraph (a) (8) (C), after examining all such eases
excluded (except that the Secretary may specify by regulation cate-
gories of cases which will not require full fleld investigation) sub-
mitted to him with respect to each six-month period, as provided in
conformity with the requirements imposed by subsection (a). Such
reiew of a subsample of a State's sample, submitted with respect to
any month of the six-moth period (and of cases not investigated by
the State), shall be conducted with a view further to assuring the
validity of the data and information resulting from the sample from
which, the subsample is taken and shall be completed and a copy of
the data obtained from and in cmection with each sample taken in
such month together with the i-dividual findings with respect to each
rase included in the subsample shall be submitted to the Inspector
General not later than ninety days after such period.

(2) The Secretary shall also conduct a case record review of cases
previously found to be in error in the preceding six-month period to
ascertain whether corrective action has been taken in such cases which
review shall be completed and a copy of the data obtained from and
in connection with each case on which no action was taken to correct
the payment error or the action taken to terminate or adjust the pay-

96-Oa----12
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ment error was erroneous together with the individual findings with
respect to each case shall be submitted to the Inspector General ot
later than ninety days after such preceding six-month period.
(3) The finding8 of each case reviewed pursuant to this subsectio,,

shall ichu fecodng identicaftion to identify the Federal quality con.
trol reviewer who'made the review and his or her superior.

Tecnei l Asistance

(d) The Secretary shall provide such technical assistance to Stats
and local administrative units utilized in the administration of any
State's plan approved undr this part as he determines necessary to
assist State. to plan, design, develop, and operate a quality control
system meeting the conditims for approval, by the Secretary, set forth
or referred to in subsection (a). The Secret shall utilize appropri-
ate technical and management specialists to protde technicalassist-
ance in developing the method or methods best suited to the needs of
particular States, and local administrative units within States, de-
signed r wckly and effectively to reduce high error rates and erroneouR
expenditures.

Penalty for Failure .o State to Furlask Sample.

(e) If any State fails, with respect to any six-month period referred
to in subsection (a), to take in the manner required by such subsection
or regulations promulgated pusuant thereto the sample. referred to
therein and timely to submit (subject to the discretion of the Secre-
tary) to the Secretary all information required pursuant to such sub-
section, then the Secretary shall conduct such sample and to do all
things with respect thereto that the State is, pursuant to subsection
(a), required to do, but has failed to do, except that in lieu of develop-
ing a corrective action plan, the findings will be reported to the Gov-
ernor and the legislature of the State. The amount which would be
payable to any such State with respect to administrative expenditures
made during such six-month period in can ying out its Stateplan
(approved under this part), as determined by all provisions of law
other than this subsection, shall be reduced by an amount equal to
twice the cost incurred by the Federal Government in conducting sucrh
sample and in doing such things with respect thereto.

Irwentive Adutmnents in Federal Fiamwial Partick4iti

(f) I/ the dollar error rate of excess payments of aid furnished by
a State under its St ate plan, approved under this part, with respect
to any six-month period, as based on samples and evaluations thereof
required or provi ed for in other provisions of this section, it-

(1) at least 4pe centwn, the amount of the Federal finnciaparticipation in thx weso te made by the State in carivn
out such plan during suck period shall be determined without
regard to the provi o" of this subsection; or

() less than $ per centum., the amount of the Federal financol
participation in the ewedius made by the State in carrying
out ak plan durin such period shall be the amount detetwred
without regard to this ubse tion, plus, of the amount by which
such expendifum are ls than they would have been if the or-
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roneouew es payment of aid had been at a rate of 4 per

(A) 10 person twuof the Federe share of such amount, in
cae such rate is not les than 3.6 per centum,

(B) 20 per centum of the Feieral share of u ch amount
in caee suc rate is at least &0 per centum but less than 32
peroentum,

(0) ) 0per entum of the Federal hare of such amount,
in case such rate is at least 925 per centtan but less than3 .0
per Centwn,

(D) 40 per centwn of the Federal share of such amoumt,
in case auwk rate is at least 8.0 per centum but less than 9.5
per ventut,

(E) 50 per centum, of the Federal share of suh amount, in
case suk rate is less than £') per cenbm.

Debnitio a nd Procedures

(g) (T) The dollar error rate of excesspaywmnts of aid, for pur-poses of!subswo. (/),allnbedetermined, for any sw-mont period,
oste.ss of thbetin (t ai ecotrl dtaantd Federaloquality

entrol subuample data taen rsua to the preceding promsons
of this section with respect to suck period.

(0) In determining the dollar error rate of excess payments for
, rposes of subsection (1), there shall be included all payments of aid

,nder the State plan wich are (A) m4de to individuals or families
who are ineligible therefor, or (B) made to indtividuals or families
who are eligible therefore but in an amount in excess of the cMorect
and proper amount of aid which should have been furnished to such
individuals under the State plan.

(3) In computing ineligibility and overpayment case and dollar
error rates for purposes of this section, the Secretary shalluse the
point estimate at the 95 percent conf$denwe level of a statistical regres-
siof formula applied to case and dollar error rates obtained from
both the State and Federal data. For purposes of computing case and
dollar error rates the Secretary shall utilize the figures derived from
the State's full sample, adjusted by the regression formula for differ-
1,1'es found in the Federal subsample. The regression f o method-
ology to be applied shall be described in detail by the Secretary and
the description thereof shall be made available to all States eligible to
establish State plans approvable under this part.

(4) (A) Subject to subparagraph (B), the term "case error"means
a payment of aid to an ineligible person, an overpayment or under-
paiment of such aid, or an incorrect denial or termination of such
aid, to an individual or famil who is eligible for aid under the State
plan approved under this part. and which plan is administered and
operated in accordance with the provisions of such plan, and the
requirements imposed with respect to such plan and its operation by
or pursuant to this part or regulations of the Secretary prom/d-
gated hereunder. In a negative case action (as defined in paragraph
(11)) there shall be counted as error only those cases where the reason
asserted by the State agent, for such action was incorrect. An error
shall be considered to exist in any case in which a change in cirom-
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stance. whior, affect# l2 &i* for or amount of aid payable under
such State plan is not correct reflected i a terminated or adjusted
payment by the second month following the month in which the chanq,
occurred.

(B) (i) An overpayment, underpayment, or payment to ineligible.
that is related to a change in eirmnstancese sall not be counted as
a case or dollar error if:

(I) the payment confinuea unadjusted betwuse a hearing wa8
requested, or

(11) the change occurred in the review month, or in the month
immediately preceding the review month.

(i) For purposes of this 8ubparagraph-
(1) a hearing decision is considered to be a change in cirown-

stances, and
(11) the fact that the State agency has complied with the

requirements for redetermination of eligibility has no bearing.
(C) When the overpayment, uderpayment, or payment to i ,eligi-

bles is the result of several changes in circwnataeacei, each change shall
be evaluated as to its impact on the flna determination of case or dollar
error.

(5) The term "assistance unit" means all individuals whose needs,
income and resources are considered in determining eligibaity for, and
the amount of, an aid payment for which Federal fln4io participa-
tion its claimed underths part.

(6) The term "payment to ineligible." means a financial assistance
payment received by or for an assistance unit, for the review month,
for which that unit was totally ineligibe under the approved State
plan in effect on thefirst day of the revew month.

(7) The term "overpayment" means a financial assistance payment
received by or for an assistance unit for the review month, which
exceeds by at least $1.00 the amount for which that unit was eligible
under the approved State plan in effect on the first day of the review
month.

(8) The term "umderpayment" means a financial amsistance payment
re ived by or for an assitance unit for the review month, whdic is at
least $1.0 less than the amount for which that assistance unit was
eligible tender the approved State plan in effect on the first day of the
review month.

(9) The term "review month" means the specific calendar orfscal
month for which the assistance payment under review was received.

(10) The term "assistance payment" means a single payment (or
two successive payments, in Stat" that pay on a semimonthly basis),
received for a spef calendar or sal month.

(1n) The term "negative case action" means an action topdenj an
application for assistance or otherwise to dispose of such an applica-
tion without a determination of eligibility (for instance, because the
appliUtion was withdrawn or abandoned), or an action to terminate
assistance.

(1) The term "Inspector General" means the Inspector General of
the Department of Health, Education, and Welfare established by sec-
tion f01 of Public Law 94-605.
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Report to Congrea

(A) (1) Not later than si months following each six -monthI period
r, ferred to in subsection (a), the swretary shall submit to the Con-
qr s a full and complete report with respect to the samples taken with
respect to each State durinO suh period which shall contain a detailed
(nalysS of such samples taken from each Stat, and shalinlude a
,lescriptim of the rates of error in the payments and caseloads of each
State, and of operating units within the &State with eacasive payment
, rror rates, as indicated by such sample. and by Federal subsamples
thereof. a deacri tion of corrective action measures taken or planned
to be taken by States to reduce their error rates (and the error rates
ot operating usats, within States. having excessive payment error
rates) and otherwise improve the econcal and efficient admninistra-
tion of their State plan approved under this part, a description of
kinds and classes of error easesfrom a previous sim..month period in
which there were no actions taken to correct the error m- the actions
tken to terminate or adjust the payment error were erronems and
RUh other matters as may be necessary # or useful in enabling the Con-
.jr *s to gain a complete understanding of the degree to which the
qoal of effective, eflic'nt, and economical administration of suh
17pproved State plans is being met. The Secretary shall also report to
the Congress on the actions of the Inspector General with respect to
fraud and abuse in the aid to families with dependent children pro-
:rarn. with respect to the monitoring of the quality control systems.
,i1d with respect to dereloping recommendations to, or alternates for,
methods for determining cases with large dollar errors and ascertain-
vnq the locality or local administrative units in which such errors are
11ost serious.

(2) The Secretary shall make available first to the Congress and
then to the public through natond news media, the results of samples
and error reduction efforts taken, undertaken, or planned, pursuant to
the requirements of this section. Public notice of the infrmamon
referred to in the preceding sentence may be made prior to submission
of the periodic reports to the Congress required under paragraph (1),
bid shall not be earlier than ten days after the States have been fur-
nished notice of their final error rates with respect to any six-month
period.

Puerto Rico, the Virgin Isla, ad Guam

(i) In the administration of titles I, X, XIV, and XVI, as in effect
;i the case of the, (orortowealth of Puerto Rico, the Virgin Islands,
and Guam, each suwh title shall be deemed to include requirements and
relate provisions with respect to quality control which are equivalent
to, and elective at the same time as, those imposed in this title by this
section, by section 40B(a) (29), and by section 403(j). The Inspeetor
General shall have the same duties, authority, and responsibilities with
respect to the monitorinq of the quality control system of the afore-
said jurisdictions as he does in the case of the monitoring of the quality
control provisions established with respect to this title.
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Recipient Identification Card

Sec. 412. Each State or political subdivision thereof administering
programs under this part may require, as a condition of eligibility, that
each household determinedlile for such programs be iued an
identification card containing the sgnatre and photograph of the
individual to whom aid under any such program is paid. ucide -
cation card shall include, but not be limited to, the following items
identifying the reei a:

(1) n=0eaddress, and Social Security number;
0 £the State or local subdivision thereof in which issued;
3 the issuance and epitlion dates:
4 the programsfor which the recipiet is eligible; and
6) other information specifed by the issuing agency.

Determination of Benefits in Certain Cases Where Child Lives
With Relative Not Legally Responsible for His Support

Sec. 413. Notwithstanding any other pro of this part, a State
pla for aid and series to needy / famiies with children ashall not be
rego4rd as failing to comply with the requirement imposed with
respect to approved State plans under this part sold because, under
such pl, in any case in which one or more children live in the home
of a rlativ-(1) who isnot legally responsible for the support of such child

or children, or
(9) Who is legally responsible for the support of such child or

children, but is not eligible for aid under the State plan because
such relative is being supported by another person or program,

the amount of the aid (A) furnished to such child or children (meclu-
sive of that referred to in clause (B) ) bears the same, ratio to the
amount of the benefit which would be finished, under the State pla
if the relative or relatives with whom such child or children are livng
were eligible for aid u4ider the State plan as the number of such chil-
dren bears to the number of such children plus that of suA reative,
and (B) furni hed to such child or children to cover shelter, utilities,
and similar expenses bears the same ratio to the total amount which
would be furnished for such expenses, if such relative or relatives
were el"gile for such aid, as the number of such children bears to the
number of such children plus that of such relatives.

Technical Assistance for Development Management Information
Systems

Sec. 414. The Secretary shall provide such technical assistance to
States as he determines necessary to assist States to plan, design
develop, or install and provide for the seuiy of, the managemetit
inform on systems referred to in section 403(a) (B) of this Act.

Access to Wage Information

Sec. 415. (a) Notwithstanding any other provison of law, the
Secretary shall ;make available to States and political subdivisions
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thereof wage information contined in te record. ofthe Social Sect
rity Administration whch i hcsmary (as detervnined by the Sec-
retary in regultione) for pu'p 0oeato i erii an indviduaNa
eligibility for aid or estvice, or the aotm t of such aid or se8vies,
under a State lIn for aid and service. to -needy familie, with cAhl
dren, apprmoed under thit part, and which is specfally requested by
suck State or political .ubdwisio& for sucpurpose&

(b) The Sr t shall establish such safeguard. as are necessary
(as determined by the secretary under requdationa) to imure that in-

fomation made available under the provnowns of this section i8 used
anly for the pu rposes authoriwd by this section.

Part B-Child Welfare Services

[Allotment Percentage and Federal Share

[Sec. 423. (a) The "allotment percentage" for any State shall
he 100 per centum less the State percentage; and the State percentage
shall be the percentage which bears the same ratio to 50 per centum as
t he per capita income of such State bears to the per capita income of
the !United States; except that (1) the allotment percentage shall in
no ease 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
Pluerto Rico, the Virgin Islands, and Guam.

[(b) The "Federal share" for any State for any fiscal year shall be
100 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 per
capita income of the United States, except that (1) in no case shall
the Federal share be less than 331/3 per centum or more than 66% per
centuni, and (2) the Federal share shall be 66% per centum in the case
of Puerto Rico, the Virgin Islands, and Guam.

[(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 per
capita income of each State and of the United States for the three
most 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 October
her I next succeeding such promulgation: Provided, That the Federal
shares and allotment percentages promulgated under section 524 (c) of
the Social Security Act in 1966 shall be effective for purposes of this
section 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.]

Federal Share

Sec. 423. The "Federal share" for any State shall, effective on and
after October 1,1977, be 75 per centum.
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Definition

See. 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) prventing
or remedying, or asmisting 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 chil-
dren, (3) protecting and promoting the welfare of children of work-
ing mothers, and (4) otherwise protecting and promoting the welfare
of children, including the strengthening of their own homes where
possible or, where needed, the provision of adequate care of children
away from their homes in foster family homes or day-care or other
child-care facilities. Expenditures made by a State for any calendar
quarter which begins after September 30, 1977 for foster care services
which do not constitute child welfare services shall be treated, for
purposes of making Federal payments under this part with respect
to expenditures for child welfare services, as if such foster care seri-
ices did constitute child welfare services; except that, the amount
payable to the State with respect to expenditures made for child
welfare services and for foster care services during any such quarter
shall not exceed 100 per centum of the amount of the expenditures
made for child welfare services as determined without regard to this
sentence.

(b) Funds expended by a State for any calendar quarter to comply
with the statistical report required by section 476(b). and funds
expended with respect to non-recurrinq costs of adoption proceed-
ings 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 hare been
expended for child welfare services.

Limitation on Payments With Respect to Foster Care

See. 427. Notwithetanding any other provision of this part, if for
any fiscal year which begins after September 30, 1977, there is appro-
priated under section 420 an amount in. excess of the amount appropri-
ated for the fiscal year ending on September 30,1977. the amount pay-
able to any State for expenditures made to provide chiM welfare
services in the form of foster care maintenance payments in foster
family homes or other foster care facilities, shall not exceed the amount
of its allotment (before application of the provisions of section 44)
under this part for the fiscal year e nding September 30, 1977. Funds
made available to any State puwvant to section 474 (c) shall be subject
to the 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 1977, there is appro-
priated under section 420 a sum in excess of the sum appropied
thereunder for the fiscal year 1977, the Appropriation Act by which
such sum is appovriated may restrict a specpdf per cantum th f
(the amount of which shall not exceed 50 per centum of the amount



of Suich excess) to be wsed for the 'rryn out of the activities and
progmw described in subsection (b)qa, (c).

(s) 'Whenever a speied per centum of the sum appropriated under
secton420 for any fledyear is restricted pursuant to paragraph (1)
8tch spect ed per centum of the alktmeW of each State for such fh*
year shal b'e restricted to the carrying out of the activities n pro-
grams described in subsections (b) ard (o).

(b) For the first year that any amount of a State's allotment is re-
stricted under subsection (a) (2), the amount so restricted may, except
,4 provided in subsection (c), be expended only foo r the following
purposes (and amounts so expended shall be conclusively presumed
to be epended for child welfare aervces) :

(1) for the purpose of conducting an inventory ofall children
who have been in.foster care under the responeliliy of the State
for a period of sit months preceding the inventory; for the pur-
pose of determining the appropriateness of, and necessity for, the
current foster placemnent, whether the child can be or should be
returned to his parents or should be freed for adoption, and the
services necessary tofacilitate either the return of the child or
the placement ol the child for adoption or legal guardianship;

(1) for the purpose of designing and developing to the satis-
faction of the Secretary-

(A) a statewide formation 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 de-
ternined;

(B) a case review system for each child receiving foster
care under the supervision of the State; and
( ) 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 legal guardianship.

(c) For any fiscal year (after the first fiscal year) that any amount
of a State.' allotment is retricted under subsection (a) (0), the amount
so restricted may be expended only for the implementation and opera-
tior, of the systems and programs described in subsection (b) (2) (and
amounts for such purposes shall be concltsively presumed to be ex-
pended for child welfare services). In the case of any State which has
completed an inventory of the type spec/led in subsection (b) (1) and
the design and development of the program and systems referred to
;n subsection (b) (2) prior to the first fiscal year referred to in sub-
section (b), or at any time prior to the end of such fsacal year, the
amount of such State's allotment which is restricted under subsection
(a) (2) may thereafter be used for the purposes speified in the first
senteiuw of this subsectiom

(d) (1) As used in subsection (b) (9) (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 availble and in
close provimity to the parents' home, consistent with the best
interest and special needs of the child.



(B) the status of each child is reviewe periodically but no e
frequently thanonce every 12 months by either a court or by ad-
ministrative review (as delned in paragraph (2)) in order to
determine the coninu"Innesitfo and a pstns h
placement, the extent of COMrn ce with tkTca#e plawi, andithe
eztenot of progress whIch has been made toward alleviating or
mitigating the causes necessitating placement in foster care, and
to project a likely date by which the child mybe returned to the
home or placed for ado ption or legal guaridumakip. and

(C) with respect to each suCh child, rcewa safeguard. will
be applied, amonqj other things, to astre each child in foster car(
under the supe 0wso of the State of a dispositional hearing to be
held, in a family or juvenile court or another court (indudinj a
tribal court) of competent juvridiction, or by an administrative
bodyappoited by the court, no later than twenty-four month.
after the original placement, which hearing shall determine the

sre status of the child; and procedural safeguard shall also
Sawlied wit rspect to parental rights, to the removal of.the

chi- rom the home of his prent, to a chae in the qe ld
plaement, and to any determ nation affecting visitation privilege.
of arente.

(8) As used in paragraph (1f) (B), the term "administrative review"
means a review open to the participation of the parent of the child.
conducted by a panel of appropriate persons at least one of whom i
not responsible for the case management of, or the delivery of ser,-
ices to, either the child or the parents who are the subject of the review.

Payments to Indian Organizations

Sec. 429. (a) The Secretary may, in appropriate case (as determined
by the Secretary) make payments under this part directly to an In-
dian tribal organisation within any State which ha. a plan for child-
welfare services approved under this part. Such payment. shall be
made in such manner and in such amounts as the Secretary determi
to be appropriate.

(b) Amounts paid under subsection (b) shall be deemed to be a part
of the allotment (a. detrmied under section 421) for the State in
,ohich such Indian tribal organisation is located.

(c) For purposes of this section"-
(1) the term, "tribal organization" means the recognized gar-

erning body of any Indian tribe, or any legally established organi-
zation of Indians which is controlled, sanctioned, or chartered by
suck governing body; and

(9) the term "Indian tribe" nwans any tribe, band, nation, or
other organized group or community of Indians(iclding any
Alaska Native village or regional or village corporation as deVned
in or established pursuant to the Alaska Native Claima Settlement
Act (Public Law 92-203: 85 Stat. 688)) which (A) is recognized
as eligible for the special programs and services provided by thc
United States to Indians because of their status aa Indians, or
(B) is located on, or in proximity to, a Federal or State reserra-
tion or ranchsiLa.
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part C-Work Ineentive Program for Recipients of Aid Under
State Plan Approved Under Part A

Part D-Child Support and Establishment of Paternity
Appropriation

See. 451. For the purpose of enforcing the support obligations
owed by absent parents to their children, locating absent parents,
e.-4b paternity, and obtaining child support, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
ca rry out the purposes of this part.

Duties of the Secretary

See. 452. (a) The Secretaryshall eablish, within the Department
of Health, Education, and Wlfare a separate organizational unit,
under the direction of a designee of the Secretary, who shall report
directly to the Secretary and who shall--

(1) establish such standards for State programs for locating
absent parents, establishing paternity, and obtaining child sup-
Port as h determines to be necessary to assure that such programs
will be effective;

(2) establish minimum organizational and staffing requirements
for State units engaged in carrying out such programs under
plans approved under'this part;

3) review and approve State plans for such programs;
4) evaluate the implementation of State programs established

pursuant to such plan, conduct such audits of State programs
established under the plan approved under this part as may be
necessary to assure their conformity with the requirements of this
part, and, not less often than annually, conduct a complete audit
of the programs established under such plan in each State and
determine for the purposes of the penalty provision of section
403(h) whether the actual operation of such programs in each
State conforms to the requirements of this part;

(5) assist States in establishing adequate reporting procedures
and maintain records of the operations of programs established
pursuant to this part in each State;

(6) maintain records of all amounts collected and disbursed
under programs established pursuant to the provisions of this part
and of costs incurred in collecting such amounts:

(7) provide technical assistance to the States to help them es-
tablish effective systems for collecting child support and estab-
lishing paternity;

(8) receive applications from States for permission to utilize
the courts of the United States to enforce court orders for sup rt
against absent parents and, upon a finding that (A) another State
has not undertaken to enforce the court order of the origin"
State against the absent parent within a reasonable time, and (B)
that utilization of the Federal courts is the only reasonable method
of enforcing such order, approve such applications;
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(9) operate the Parent Locator Service established by section458; and
(10) not later than three months after the end of each fiscal

year, beginning with the year 1977, submit to the Congress a full
and complete report on all activities undertaken pursuant to the
provisions of this part, which report shall include, but not be
limited to, the following:

(A) total program costs and collections set forth in suffi-
cient detail to show the cost to the States and the Federal Gov-
ernment, the distribution of collections to families, State
and local governmental units, and the Federal Government:
and an identification of the financial impact of the provisions
of this part;

(B) costs and staff associated with the Office of Child
Support Enforcement;

() the number of ckild support cases in each State during
.s quarter of the fiscal year last endingbefore the rtbmttedand during each quarter of the preced fal
year (including the transitional period beginninjuly 1,
1976, and ending September 80, 1976, in the case o the first
report to which this subparagraph applies), and the disposi-
tion of such cases;

(D) the status of all State plans under this part as of the
end of the fiscal year last ending before the report is sub-
mitte other with an explanation of any problems which
are delaying or preventing approval of State plans under
this part;

(E) data, by State, on the use of the Federal Parent
Locator Service, and the number of locate requests submitted
without the absent parent's social security account number:

(F) the number of cases, by State, in which an applicant
for or recipient of aid under a State plan approved under
part A has refused to cooperate in identifying and locating
the absent parent and the number of cases in which refusal
so to cooperate is based on good cause (as determined in
accordance with the standards referred to in section 402(a)
(26) (B) (ii)) ;

(G) data, by State, on the use of Federal courts and
on use of the Internal Revenue Service for collections, the
number of court orders on which collections were made, the
number of paternity determinations made and the number of
parents located, in sufficient detail to show the cost and bene-
tsto the States and to the Federal Government; and

(H) the major problems encountered which have delayed
or prevented implementation of the provisions of this part
during the fiscal year last ending prior to the submission of
such report.

(b) The Secretary shall, upon the request of any State having in
effect a State plan approved under this part, certify the amount of any
child support Ialigation assigned to such State to the Secretary of the
Treasury for collection pursuant to the provisions of section 6305 of the
Internal Revenue Code of 1954. No amount may be certified for collec-
tion under this subsection except the amount of the delinquency under



& court order for support and upon a showing by the State that such
State has made diligent and reasonable efforts to collect such amounts
titilizing its own collection mechanisms, and upon an agreement that
the State will reimburse the United States for any costs involved in
making the collection. The Secretary after consultation with the Sec-
retary of the Treasury may, by regulation, establish criteria for ac-
,epting amounts for collection and for making certification under this
, l.tiection including imposing such limitations on the frequency of
ruakin such certifications under this subsection.

(C)(1) There is hereby established in the Treasury a revolving fund
which shall be available to the Secretary without fiscal year limitation,
to enable him to pay to the States for distribution in accordance with
the provisions of section 457 such amounts as may be collected andpaid
(.-ubject to paragraph (2) into such fund under section 6305 ofthe
Internal Revenue Code of 1954.

(2) There is hereby appropriated to the fund, out of any mones
in the Treasury not otherwise ap priated, amounts equal to the
amountss collected under section f805 of the Internal Revenue Code
f 1954. reduced by the amounts credited or refunded as overpay-

nments of the amounts so collected. The amounts appropriated by the
receding section shall be transferred at least quarterly from the gen-
cral fund of the Treasury to the fund on the basis of estimates made
I)% the Secretary of the Treasury. Proper adjustments shall be made
ili the amounts subsequently transferred to the extent prior estimates
were in excess of or less than the amounts required to be. transferred.

Parent Locator Service

Sec. 453. (a) The Secretary shall establish and conduct a Parent
Locator Service, under the direction of the designee of the Secretary
referred to in section 452(a), which shall be used to obtain and trans-
mit to any authorized person (as defined in subsection (c)) information
as to the whereabouts of any absent parent when such information
ik to be used to locate such parent for the purpose of enforcing support
obligations against such parent.

(b) Upon request, filed in accordance with subsection (d) of any
authorized person (as defined in subsection (c)) for the most recent
address and place of employment of any absent parent, the Secretary
shall, notwithstanding any other provision of law, provide through the
Parent Locator Service such information to such person, it such
information-

(1) is contained in any files or records maintained by the Sec-
retary or by the Department of Health, Education, and Welfare;
or

(2) is not contained in such files or records, but can be obtained
by the Secretary, under the authority conferred by subsection (e),
from any other department, agency, or instrumentality, or the
United States or of any State.

No information shall be disclosed to any person if the disclosure of
such information would contravene the national policy or security
interests of the United States or the confidentiality of census data. The
Secretary shall give priority to requests made by any authorized per-
son described in subsection (c) (1).
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(c) As used in subsection (a), the term "authorized person" means-
(1) any agent or attorney of any State having in effect a plan

approved under this part, who has the duty or authority under
such plans to seek to recover any amounts owed as child support
(including, when authorized under the State plan, any official of
a political-subdivision);

(2) the court which has authority to issue an order against the
absent parent for the support and maintenance of a child, or any
agent of such court; and

(3) the resident parent, legal guardian, attorney, or agent of
a child (other than a child receiving aid under part A of this title)
(as determined by regulations prescribed by the Secretary) with-
out regard to the existence of a court order against an absent par-
ent who has a duty to support and maintain any such child.

(d) A request for information under this section shall be filed in
such manner and form as the Secretary shall by regulation prescribe
and shall be accompanied or supported by such documents as the
Secretary may determine to be necessary.

(e) (1) Whenever the Secretary receives a request submitted under
subsection (b) which he is reasonably satisfied meets the criteria estab-
lished by subsections (a), (b), and (c), he shall promptly undertake
to provide the information requested from the files and records main-
tained by any of the departments, agencies, or instrumentalities of the
United States or of any State.

(2) Notwithstanding any other provision of law, whenever the in-
dividual who is the head of any department, agency, or instrumental-
ity of the United States receives a request from the Secretary for in-
formation authorized to be provided by the Secretary under this sec-
tion, such individual shall promptly cause a search to be niade of the
files and records maintained by such department, agency, or instru-
mentality with a view to determining whether the information re-
quested is contained in any such files or records. If such search dis-
closes the information requested, such individuals shall immediately
transmit such information to the Secretary. except that if any infor-
mation is obtained the disclosure of which would contravene national
policy or security interests of the United States or the confidentiality
of census data, such information shall not. be transmitted and such
individual shall immediately notify the Secretary. If such search fails
to disclose the information requested, such individual shall immedi-
ately so notify the Secretary. The costs incurred by any such depart-
ment, agency, or instrumentality of the United States or of any State
in providing such information to the Secretary shall be reimbursed by
him. Whenever such services are furnished to an individual specified
in subsection (c) (3), a fee shall be charged such individual. The fee so
charged shall be used to reimburse the Secretary or his delegate for
the expense of providing such services.

(f) The Secretary. in carrying out his duties and functions under
this section, shall enter into arrangements with State agencies admin-
istering State plans approved under this part for such State agencies
to accept from resident parents, legal guardians, or agents of a child
described in subsection (c) (3) and. after determining that the absent
parent cannot be located through the procedures under the control of
such State agencies, to transmit to the Secretary requests for informa-



tion with regard to the whereabouts of absent parents and otherwise to
cooperate with the Secretary in carrying out the purposes of this
'ection.

State Plan for Child Support

Sec. 464.A State plan for child support must-
(1)provide that it shall be in effect in all political subdivisions

of the State;
(2) provide for financial participation by the State;
(3) provide for the establishment or designation of a single

and separate organizational unit, which meets such staffing and
organizational requirements as the Secretary may by regulation
prescribe, within the State to administer the plan;

(4) provide that such State will undertake-
(A) in the case of a child born out of wedlock with respect

to whom an assignment under section 402(a) (26) of this title
is effective, to establish the paternity of suc h child unless the
agency administering.the plan of the State under part A of
this title determines in accordance with the standards pre-
scribed by the Secretary pursuant to section 402 (a) (26) (B)
that it is against the best interests of the child to do so, and

(B) in the case of any child with respect to whom such
assignment is effective, to secure support for such child
from his parent (or from any other person legally liable for
such support), utilizing any reciprocal arrangements adopted
with other States (unless the agency administering the plan
of the State under part A of this title determines in accord-
ance with the standards prescribed by the Secretary pursuant
to section 402(a) (26) (B) that it is against the best interests
of the child to do so), except that when such arrangements
and other means have proven ineffective, the State may utilize
the Federal courts to obtain or enforce court orders for
support.

(5) provide that, in any case in which child support payments
are collected for a child wfth respect to whom an assignment under
section 402(a) (26) is effective, such payments shall be made to the
State for distribution pursuant to section 457 and shall not be paid
directly to the family except that this paragraph shall not apply
to such payments (except as provided in section 457 (c)) for any
month in which the amount collected is sufficient to make such
family ineligible for assistance under the State plan approved
under part A;

(6) provide that (A) the child support collection or paternity
determination services established under the plan shall be made
available to any individual not otherwise eligible for such services
upon application filed by such individual with the State, (B) an
application fee for furnishing such services may be imposed, ex-
cept that the amount of any such application fee shall be reason-
able, as determined under regulations of the Secretary, and (C)
any costs in excess of the fee so imposed may be collected from such
individual by deducting such costs from the amount of any re-
covery made;
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(7) provide for entering into cooperative arrangement withappropriate courts and law enforcement officials (A) to assist the
agency administering the plan, including the entering into of fi-
nancial arrangements with such courts and officials in order to
assure optimum results under such program, and (B) with respect
to any other matters of common concern to such courts or officials
and the agency administering the plan;

(8) provide that the agency administering the plan will estab-
lish a service to locate absent parents utilizing-

(A) all sources of information and available records, and
(B) the Parent Locator Service in the Department of

Health, Education, and Welfare;
(9) provide that the State will, in accordance with standards

prescribed by the Secretary, cooperate with any other State-
A)in establishing paternity, if necessary,

(Bw i locating an absent parent residing in the State
(whether or not permanently) against whom any action is
being taken under a program established under a plan ap-
proved under this part in another State,

S(C) in securing compliance by an absent parent residing
n such State (whether or not permanently) with an order
issued by a court of competent jurisdiction against such
parent for the support and maintenance of a child or chil-
dren of such parent with respect to whom aid is being pro-
vided under the plan of such other State, and

(D) in carrying out other functions required under a plan
approved under this part;

(10) provide that the State will maintain a full record of
colections and disbursements made under the plan and have an
adequate reporting system;

(11) provide that amounts collected as child support shall be
distributed asprovided in section 457;

(12) provide that any payment required to be made under
section 456 or 457 to a family shall be made to the resident parent.
legal guardian. or caretaker relative having custody of or respon-
sibility for the child or children;

(13) provide that the State will comply with such other re-
quirements and standards as the Secretary determines to be
necessary to the establishment of an effective program for locat-
ing absent parents, establishing paternity, obtaining support
orders, and collecting support payments;

(14) comply with such bonding requirements, for employees
who receive, disburse, handle, or have access to, cash, as the Sec-
retary shall by regulations prescribe; and

(15) maintain methods of administration which are designed
to assure that persons responsible for handling cash receipts shall
not participate in accounting or operating functions which would
permit them to conceal in the accounting records the misuse of cash
receipts (except that the Secretary shall by regulations provide
for exceptions to this requirement in the case of sparsely popu-
lated areas where the hiring of unreasonable additional staff
would otherwise be necessary).
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Payments to States

Sec. 45& (a) From the sums appropriated therefor, the Secretary
sall pay to each State for each quarter, beginning with the quarter
commnencing July 1, 1975, an amount-

(1) equal to 75 percent of the total amounts expended by such
State 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 such
State during such quarter for the operation of a pan 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[ ;J.

[except that no amount shall be paid to any State on account of fur-
nishing child support collection or paternity determination services
(other than the parent locator services) to individuals under section
4.4(6) during any period beginning after September 30, 1978.]

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other
investition as the Secretary may find necessary.

(2) (The] Subject to subsection (c), the Secretary shall then pay,
in such installments as he may determine, to the State 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 such State for any prior quarter 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.

(c) Notwithstanding any other provision of law, no amount shall
be paid to any State under this section for the quarter commencing
April 1, 1978, or for any succeeding quarter , prior to the close of such
quarter, unless [or the period consisting o=f all prior quarters for which
payment i& autorizedto be made to sux State under subsection (a),
there shall have been submitted by the State to the Secretary, with re-
spect to each quarter in such period (other than the last two quarters
in such period), a full and complete report (in such form and manner
and containing such information as te LSecretary shall pmeribe or
require) as to the amount of child support collected and disbursed and
all expenditures with respect to which payment is authorized under
subsection (a).

(d) (1) Payment under subsection (a) shall be made with respect
to compensation for judges and other support and administrative per-
sonnel of the courts who perform services directly related to the child

96-682 0-77-LB--



support program established under te provisions of this part, but only
for that Portion of such Compmwation as relate to such service which
are cleagt identsfable iit and directly "vlted to such p.

(2) Payments made as provided in pa..mpk (1) shall be made Only
with lwpect to amounts expended by a tate on or after January 1.
1978, and only for amounts ezTpended in a calendar year which exceed
the amount ewpended by suckState for such purposes in the taet,'e-
nonth period beginning July 1, 1976.

(S) p enft made to any State with respect to compensation as
provided in paragraph (1) may be made by such State directly to
the courts if such State so prIVides.

Support Obligations

Sec. 456. (a) The support rights assigned to the State under section
102(a) (26) shall constitute an obligation owed to such State by the
individual responsible for providing such support Such obligation
shall be deemed for collection purposes to be collectible under all appli-
cable State and local processes.

(1) The amount of such obligation shall be-
(A) the amount specified in a court order which covers

the signed support rights, or
(B) if there is no court order, an amount determined by

the State in accordance with a formula approved by thn
Secretary, and

(2) Any amounts collected from an absent parent under the
plan shall reduce, dollar for dollar, the amount of his obligation
under paragraphs (1) (A) and (B).

(b) A debt which is a child support obligation assigned to a State
under section 402(a) (26) is not released by a discharge in bankruptcy
under the Bankruptcy Act.

Distribution of Proceeds

Sec. 457. (a) The amounts collected as child support by a State
pursuant to a plan approved under this part during the15 months
beginning July 1, 1975, shall be distributed as follows:

(1"40 per centum of the first $50 of such amounts as are col-
lec odically which represent monthly support payments
shall be paid to the family without any decrease in the amount
paid as assistance to such family during such month;

(2) such amounts as are collected periodically vhich are in ex-
cess of any amount paid to the family under paragraph (1)
which represent monthly support payments shall I be retained by
the State to reimburse it for assistance paymen s to the family
during such period (with appropriate reimbursement of the Fed-
eral Government to the extent of its participation in the
financing) ;

(3) such amounts as are in excess of amounts retained by the
State under paragraph (2) and are not in excess of the amount
required to be parid during such period to the family by a court
order shall be paid to the family; and
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(4) such amounts as are in excess of amounts required to be
distributed under paragraphs (1), (2), and (3) shall be (A)
retained by the State (with appropriate reimbursement of the
Federal Government to the extent of its participation in the fi-
nancing) as reimbursement for any past assistance payments made
to the family for which the State has not been reimbursed or (B)
if no assistance payments have been made by the State which
have not been repaid, such amounts shall bepaid to the family.

(b) The amounts collected as child support by a State pursuant to
a plan approved under this part during any fiscal year beginning after
September 30,1976, shall be distributed as follows:

(1) such amounts as are collected periodically which represent
monthly support payments shall be retained by the State to reim-
burse it for assistance payments to the family during such period
(with appropriate reimbursement of the Federal Government to
the extent of its participation in the financing) ;

(2) such amounts as are in excess of amounts retained by the
State under paragraph (1) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(3) such amounts as are in excess of amounts required to be
distributed under paragraphs (1) and (2) shall be (A) retained
by the State (with appropriate reimbursement of the Federal (ov-
ernment to the extent of its participation in the financing) as
reimbursement for any past assistance payments made to the fam-
ily for which the State has not been reimbursed or (B) if no assist-
ance payments have been made by the State which have not been
repaid, such amounts shall be paid to the family.

(c) Whenever a family for whom child support payments have been
collected and distributed under the plan ceases to receive assistance
under part A of this title, the State may-

(1) continue to collect Esuch support payments] amount of
child support payments 'which represent mnthly support pay.
ments from the abent parent for a period of not to exceed three
months from the month following the month in which such family
ceased to receive assistance under pawt A of this title, and pay all
amounts so collected which represents monthly support payment,
to the family; and

(2) at the end of such three-month period, if the State is au
thorized to do so by the individual on whose behalf the collection
will be made, continue to collect [such support payments]
amounts of child support payments wkhiA represent monthly sup-
port payments from the absent parent and pay the net amount of
any amount so collected which represents monthly support paty-
ments to the family after deducting any costs incurred in making
the collection from the amount of any recovery made[.], and so
much of any amounts of child support so collected as are inexcess
of the payments required to be made in paragraph (1) shall be
distributed in the manner provided by subsection (b) (3) (A) and
(B) with respect to ecess amounts described in subsection (b).
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Incentive Payment te Localities

Se. 458. (a) When a political subdivision of a State makes, for
the State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of the support rights
assigned under section 402 (a) (26) (either within or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which would otherwise represent the Federal
share of assistance to the family of the absent parent an amount equal
to 15 per centum of any amount collected and required to be distributed
as provided in section 457 to reduce or repay assistance payments.

(b) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment determined
under subsection (a) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.

Consent by the United States to Garnishment and Similar
Proceedings for Enforcement of Child Support and Alimony
Obligations

Sec. 459. (a) Notwithstanding any other provision of law, effective
January 1, 1975, moneys (the entitement to which is based upon re-
muneration for employment) due from. or payable by, the United
States or the District of Columbia (includingany agency, subdivision,
or instrumentality thereof) to any individual, including mem-
bers of the armed services, shall be subject, in like manner and to the
same extent as if the United States or the District of Columbia were a
private person, to legal process brought for the enforcement, against
such individual of his legal obligations to provide child support or
make alimony payment.

(b) Service of legal process brought for the enforcement of an
individual's obligation to provide child support or make alimony
payments shall be accomplished by certified or registered mail, re-
turn receipt requested, or by personal service, upon the appropriate
agent designated for receipt of such service of process pursuant to
regulations promulgated pursuant to section 461 (or, if no agent
has been designated for the governmental entity having payment
responsibility for the moneys involved, then upon the head of such

g ernmental entity). Such process shall be accompanied by suf-
ficient data to permit prompt identification of the individual and
the moneys involved.

(c) No Federal employee whose duties include responding to inter-
rogatories pursuant to requirements imposed by section 461(b) (3)
shall besubject under any law to any disciplinary action or civil
or criminal liability or penalty for, or on account of, any disclosure
of information made by him in connection with the carrying out of
any of his duties which pertain (directly or indirectly) to the an-
swering of any such interrogatory.

(d) Whenever any person, who is designated by law or regulation
to accept service of process to which the United States is subject
under this section, is effectively served with any such process or wi(h
interrogatories relating to an individual's child support or alimony
payment obligations, such person shall respond thereto within
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thirty days (or within such longer period as may be prescribed by
applicable State law) after the date effective service thereof is made,
gil shall, as soon as possible but not later than fifteen days after the
date effective service is so made of any such process, send written
notice that such process has been so served (together with a copy
thereof) to the individual whose moneys are affected thereby at his
duty station or last-known home address.

(e) Governmental entities affected by legal processes served for the
efce ment of an individual's child support or alimony payment
obligations shall not be required to vary their normal pay and
disbursement cycles in order to comply with any such legal process.

(f) Neither the United States, any disbursing officer, nor govern-
mental entity shall be liable with respect to any payment made
from moneys due or payable from the United States to any individual
pursuant to legal process regular on its face, if such payment is made
m accordance with this section and the regulations issued to carry
out this section.

Civil Actions To Enforce Child Support Obligations

Sec. 460. The district courts of the United States shall have juris-
diction, without regard to any amount in controversy, to hear
and determine any civil action certified by the Secretary of Health,
Education, and Welfare under section 452 (a) (8) of this Act. A civil
action under this section may be brought in any judicial district in
which the claim arose, the plaintiff resides, or the defendant resides.

Regulations Pertaining to Garnishments

Sec. 461. (a) Authority to promulgate relations for the imple-
mentation of the provisions of section 459 shall, insofar as the pro-
visions of such section are applicable to moneys due from (or payable
by)-

(1) the executive branch of the Government (including in
such branch, for the purposes of this subsection, the territories
and possessions of the United States, the United States Postal
Service, the Postal Rate Commission, any wholly owned Federal
corporation created by an Act of Congress, and the government
of the District of Columbia), be vested in the President (or his
designee),

(2) the legislative branch of the Government, be vested jointly
in the President pro tempore of the Senate and the Speaker of
the House of Representatives (or their designees), and

(8) the judicial branch of the Government, be vested in the
Chief Justice of the United States (or his designee).

() Regulations promulgated pursuant to this section shall-
(1) in the case of those promulgated by the executive branch

of the Government, include a requirement that the head of each
agency thereof shall cause to be published, in the appendix of the
regulations so promulgated, (A) his designation of an agent or
agents to accept service of process, identified by title of position,
mailing address, and telephone number, and (B) an indication of
the data reasonably required in order for the agency promptly
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to identify the individual with respect to who" moneys the legal
process li brought,

(2) in.the case of regulatiols promulgated for thelegi slative
and judicial branches of the Government set forth, i the ap-
pendx to the relations so promulgated, (A) the name, posi-
tion, addrMs, and telephone number of the agent or agents who
have been designated for service of process, and (B) an indica-
tion of the data reasonably required in order for such entity
promptly to identify the individual with respect to whose moneys
the legal process is brought, and

(8) provide that (A)in the case of regulations promulgated
by the executive branch of the.Government, each head of a gov-
ernmental entity (or his designee) shall respond to relevant
interrogatories, if authorized by the law of the State in which
legal press will issue, prior to formal issuance of such process,
upon a showing of the applicant's entitlement to child support
or alimony payments, and (B) in the case of regulations pro-
mulgated for the legislative and judicial branches of the Govern-
ment, the person or persons designated as agents for service of
process in accordance with paragraph (2) shall respond to
relevant interrogatories if authorized by the law of the State
in which legal process will issue, prior to formal issuance of legal
procesN upon a showing of the applicant's entitlement to child
support or alimony payments.

(c) inthe event that a governmental entity, which is authorized
under this section or regulations issued to carry out this section to
accept service of process, pursuant to the provisions of subsection (a),
is served with more than one legal process with respect to the same
moneys due or payable to any individual, then such moneys shall be
available to satisf such processes on a first-come, first-served basis,
with any such process being satisfied out of such moneys as remain
after the satisfaction of all such processes which have been previously
served.

Definitions

Sec. 462. For purposes of section 459--
(a) The term "United States" means the Federal Government of

the Umted Statms consisting of the legislative branch, the judicial
branch, and the executive branch thereof, and ea& and every depart-
ment, agency, or instrmnentality of any such branch, including the
United States Postal Service, the Postal Rate Commission, any wholly
owned Federal corporation crested by an Act of Congress, any office.
conmimion, bureau, or other admimstraive subdivision or creature
theref, emd the govermnents of the territories and possessions of the
United States

(b) The term "child support". When used in reference to the legal
obKgations of an individual to provide such support, means periodic
payments of funds for the support and maintenance of a child or chil-
dren with respect to which Suchindividual has such an obligation, and
(subject to and in iccordance with State law) includes but is not
liIted to, payments to provide for health care, education, recreation,
clothing, or to meet other specific needs of such a child or children;
such term also includes aftorney's fees, intest and court eote when
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and to thi e.wit that the same are empremly made recoverble as such
puMsant to a decree, order, or jdgnm" issued in accor with
p'Ibe State law by a court of jurisd4ion.

(c) The term 'nony", when -used m reference to the legal obliga-
tions of an individual to provide the same, means periodic payments
of funds for the support and maintenance of the spouse (or former
spows) of such indivi&dan, wi (smbf t to and in ad c with
State law) includes -but is not Im cited to p ' aptenano, eli-mony penadtse it, itensnc, and spousal support; such term also
includes attorney's fees, interest, and court costs when and to the extent
that the same are expresly made recoverable as such pursuamt to a
decree, order, or judgment issued "nsccordance with alicable State
law by a court of competent jurisdiction. Such term does not include
any payment or transfer of property or its value by an individual to
his spouse or former spouse in complance with any community p rop-
erty settlement, equitable distribution of property, or other division
of property between spouses or former spouses.

(d) The term "private person" means a person who does not have
soversigu or other special immunity or privilege which causes such
person not to be subject to legal prces

(e) The term "'egal p ress meanss any w it, order, wmnmons, or
other similar process in the nature of garnisment, which-

(1) is issued by (A) a court .of competent jurisdiction within
any State, territory, or..piEMMn of the United States (B) a
court of competent jurisdiction in any foreign country with which
the United States has entered into an agreement which requires
the United States to honor such process, or (C) an authorized
officiAl pursuant to an order of such a court of compeent juris-
diction or pursuant to State or local law, and W

(2) is directed te and the purpose of which is to compel
governmental entity, which 'holds moneys which are otherwise
payable to an individual, to make a payment from such moneys
anotherr psAtyinordertosatisfy a legal obligation of such
individual to provide child support or make alimony payments.

(f) Entitlement of an individual to any money shall -be deemed
to be "based upon remuneration for employment" if such money
consists of-

(1) compensation paid or -payable for personal services of such
individual, whether such compensation is denominated as woges,
salar, commission, bonus, pay, or otherwise and includes 'but is
not limited to, severance pay, sick pay, and incentive pay, but does
not include awards for making suggestions, or

(2) periodic benefits (including a periodic -benefit as defined in
section 228(h) (3) of this Act) or other payments to such indi-
vidual under the insurance syem established by title II of this
Act or any other system or fund established ,by the United States
(as defined in subsection (a)) which provides for the payment of
pensions, retirement or retired pay, annuities, dependents or sur-
vivors' ,benefits, or similar amounts payable on account of personal
services performed by himself or any other individual (not includ-
ing any payment as compensation for dea& under any Federal
prOgrza, any Payment under any Federal program established
to provide "black lung" benefits, any paymentg ts, yepaym tOy the Veterans'
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A MUM on as penson, or any puyme by the Vetm"
Admininration as compensation for a servic-oxmneted disability
or deth, except any ipnt paid by the Veterans' Admi .mis-
taation to a former nmr of the Anmed Forces who is in receipt
of retired or reainer pay if suk former member has waived a
portion of his retired pay in order to receive such completion),
and does not oonet of amounts paid, by way of reimbursement or
(hwiesto such individual by his employer to dedrmy expenses
incurred by such individual in carrying out duties associated withhis ep~ment,

(g) IdetenMin the amount of any moneys due from, or pay-
able by, the Unmited te to any individual, theme shll be excluded
amounts wich.i-

(1) am owed by such individual to the Uvited Sates,
(2) are required by law to be, and are, deducted from the

rEsnnmtion or other payment involved, including but not kmited
to, Federal employment taxes, and fines and forfeitures ordered
by court,4nztial,

(8) ae mn rly wituihld for Federal, State, or local income
tax purposes, if the withholding of such amounts is SUthorized or
required by law and if amont withheld are not greater than
would be the case if such individual chimed all dependents to
which he was entitled (the wbhiding of additional amounts
puimwuut to section 3402(i) of the Internal Revenue Code of 1954
may be pern ited only when such individual presnts evidence
of a tax obligation which supports the additional withholding).

(4) are deducted as health insurance premiums.
S5) .are deducted as normal retirement contributions (not

mc uding amounts deducted for supplementary coverage), or
(6) are deducted as normal life insuranue premiums from

salary or other remuneration for employment (not including
Vounts deducted for mipplementary coverage).

Part E-Federal Payments for Adoption Assistance and Foster

Care

State Plan for Adoption Assistance and Foster Care

See. 470. (a) In order for a State to be eligible for Under
this part, it shall have a plan approved bl the Secretary which

(1) that the State agency responsible for administering the
program authorized by part B of this title shall adndnister the
program athorized by this part;

(2) that the plan sealR be in effect in all political subdivisions
of the State, and, if administered by them., be mandatory upon
them.;

(3) that the State shall assure that the programs at the local
level assisted under this part wuil be coordinated with the pro-
grwm at the State or local level assisted under parts A and Bof
this title, under title XX of this Act, or under any other appro-
priate provision of Federal lar:
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(4) thet the State will, in the administration of its programs
under this part, ue such methods relating to the etablisment

and maintenance of personnel standards on a merit basis as are
found by the Secretary to be necessary for the proper and ecient
operation of the programs, except that the Secretary shall exer-
cue no authoriy with respect to the selection, tenure of office, or
compensation of any individual employed in accordance with
such methods;
(5) that the State agency referred to in paragraph (1) (here-

inafter in this part referrd 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
provisions as the Secretary may from time to time find necessary
to assure the correctness and verifeation of such reports;

(6) that the State agency wtll monitor and conduct periodic
evaluations of activities carried out under this part;

(7) sfeguards which restrict the use of or disclosure of infor-
mation cmwern ng 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
o( the State under part A, B, C, or D of this title or under title I,

, ,XIV, XVI (as in effect in Puerto Rico, Guam, the Virgin
Islands, and the Commonwealth of the Northern Marlow
Islands), XIX, XX, or the supplemental security income pro-
gram established by title XVI, (B) any investigation, prosecu-
tion, or criminal or civil proceeding, conducted in connection with
the administration of any such planor program, (C) the admin-
istration of any other Federas or fed ly 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 agent which is au-
thorioed by loew to conduct such audit or activity; and the safe-
guards so provided shall prohibit disclosure, to any committee
or a legislative body (other than the Committee on Finance of
the Senate, the Committee on Ways and Means of the House of
Representatives, and any agency referred to in clause (D) with
respect to an activity referred to in such clause), of any informa-
tion which identifies by name or address any such applicant or
recipient; except that nothing contained herein shall preclude a
State from providing standards which restrict disclosure to pur-
poses more limited than those specified herein, or which, in the
case of adoptions, prevent disclosure entire lv

(8) that where any agency of the State as 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;

(9) that the standards referred to in section 2WO3(d) (1) (F)
shat be applied by the State to any foster family home or child
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ow institution finds under this t or prt B of thi*title .

=(O for periodic r9eiewo of the standaris referrd to in the
pparagraph.and amounts paid as foster care mlaitenance

ments and adoption anistance paymentf to assure their con-

whavdeie areuetfor bene fits(11) t any individual who itdeneda re . o bnt

avpISu t tothis part or part B of tA,. title (or whose
r"et forb: e is not acted upon it& a remaeble time)
oW be ino Of thoe reasosfor the d or delay and, if he

so r ques , will be offered an opportunity to meet with a repre-
sentative of theageny administering the plan to diwuss the ra-
son for the denia or delay;and

(M1) that the State a ha I arrange for a periodic and independ-
Owyconducted audit of the progratmaissted under this part

and p t B of this title, which shall be conducted no less freely
then once every three yearu.

(b) The secretary shall approve any plan which conplies with
the proviiaoi of subsection (a) of this section. However, in any ease
in wtich the Secretay"finds, after reasonable notim and opportunity
for a hearing, that a State plan which as been approved bythe Secre-
tary no lonqer cornplies with the proviisiona of subsection (a), or that
in the administration of the plan there is a substantial failare to com-
pzl?/ with the p 0oison of the plan, the Secretary shall notify the
State Mat further payments will not be made to the Stateu.der thiq
part, or that such payments will be made to the State but reduced by
an amount which the Secretary determines appropriate. until the Ser-
retary is satisfied that there is no longer any such failure to comply.
and until he is so satsqe he shall make no further payments to the
State, or shall reduce such payments by the amount specified in his
notifiction to the State.

Foster Care Maintenance Payments Prooram

Sec. 471. (a) E'achState with, a plan approved under this part may
make loster care maintenance payments (as deftned in. section 475(5))
under this part only with respect to a child who would meet the re-
quirements of section 406(a) or of section 407 of this Act but for his
removed from the home of a relative (specifwd in section 406(a)) if-

(1) the removal from the home was (A) the result of a judicial
determination to the effect Mhat continuation therein would be
contrary to the welfare of such child;

(f) sch child's placement and care are the responbiitv of
(A) the State agency adminitering the State plan avproved un-
der section 470, or (B) any other public agenm./ with whom the
State aqency administering or supervisinn the administration
of the State plan approved under section 470has made an agree-
ment which is still in efect;

(3) suchchild has been placed in a foster family home or child-
rare institution as a result of such determination;

(4) such chil4d-
(A) received aid under the State plan approved under

section 4M in or for the month in which court proceedings
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leading to the removal of such child from the home was
itliate4, or

(B) (i) would hae received such aid in or for such month
if applcation had been made therefor, or (ii) had been lsving
with a relative specified in section 406 (a) within st 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 euck a relative and ap-
plcation therefor had been made; ad .

(6) there is a case plan (as de/ ied in section 475(1) of this
part) for such child (including periodic review of the necessity
for the child's being in a foster family home or child-care inetitu-
tion).

(b) Foster care maintenance payments may be made under this
part only in behalf of a child described in subsection (a) of this
secton-

(1) in the foster family home of any individual, whether the
payments therefor are made to such individual or to a public or
inonproft private child-placement or child-care agenwy, or

(2) in a child-care institution, whether the payments therefor
are made to such institution or to a public or nonprofit private
child-placement or child-care agency, which payments shall be
limited so as to include in such payments only those items which
are included in 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 is licensed by the State in which it is situated or has been ap-
proved, by the agency of such State having responsibility for licene-
ing home of this type, as meeting the standards established for such
1 enti4g; and (2) the term "chiC-care institution" means a nonprofit
private child-care institution, or (subject to the succeeding sentence)
a public child-care institution which accommodate, no more than
twenty-five children, which is licensed by the State in which it is sit-
uated or has been approved, by the agency of such State responsible
for lieensing or approval of institutions of this type, as meeting the
standards established for such licening; but the term shall not in-
dlude detention facilities, forestry camps, training schools, or any other
facility operated primarily for the detention of children who are de-
tetmired to be delinquent. A public institution which on the effective
iate of this part accommodates children and which, exept for the pro-,iisions of this sentence would be a child-care institution (as defined in
the preceding sentence). shall not, for purposes of this part, be con-
tidered to be a child-care institution (as o defined) with respect to any
child who was in such institution on the date of enactment of the
Public Assistance Amendments of 1977.

(d) For purposes of title XIX of this Act, any child with respect
to whom foster care maintenance payments are made under this sec-
tion shall be deemed to be a dependent child as defined in section 406
and shall be deemed to be a recipient of aid io families with dependent
children under part A of this title.
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Adoption Anistance Program

Sec. 472. (a) (1) Each State with a Plan approved under this part
may, directly or through another public or nonprofit agency, make
adoption assistancepayments pursuant to an adoption awetance
agreement in amounts determined under paragraph (3) of this sub-
section to parents who are eligible for such payment pursuant to
paragraph (2) of this subsection and who, after the effective date of
this section, adopt a child who--

(A) would meet the requirements of section 406(a) or section
407 of this Act except for his removal from the home of a relative
(spedfled in section 406(a)) as a result of a juicial detemina-
tion to the effect that continuation there would be contrary to the
welfare of such child,

(B) (i) received aid under the State plan approved under sec-
tion 402 in or for the month in which court proceedings leading to
the removal of such child from the home was initiated, or

(ii) (1) would have received such aid in or for such month if
application had been made therefor, or (II) had been living with
a relative specfied in section 406(a) within sixr months prior to
-the month in whioh such proceedings were initiated, and would
have received such aid in or for sucX month if in such month he
had been living with such a relative and application therefor had
been made, an!

(C) the State has determined, pursuant to subsection (c) of
this section, is a child with special need.

(2) Parents may be eligible for adoption assistance payment under
this part only if their income at the time of the adoption does not
exceed 115 per centum of the median income of a ly 01 four in the
State, adjusted in accordance with regulations of the cretary to
take into account the size of the family after adoption. Notwithstand-
ing the preceding sentence, parents whose income is above the limit
opeoife4 therein may be eligible for assistance payment. 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
assitance payments.

(3) The amount of the adoption assistac payments shall be deter-
mined through agreement between the adoptive parent (or parents)
and the State or local agency administering the program uder this
sectio , which sall take into consideration the rcuwtmtances of the
adopting parents and the needs of the child being adopted, and may
be readjusted peiodically, with the concurrence of the adopting par-
ents (which may be specified in the adoption assistance agreement),
depending upon changes in such cirumtance.However, in no case
may the amount of the adoption assistance payment exceed the foster
care maintance pIyment which would have been paitduring the
period if the child with respect to whom the adoption assistance pay-
ment is made had been in a foster amily home.

(4) Notwithstanding the preceding two pagphs, (A) no pay-
ment may be made to parents pursuant to this section with respect to



any month in a caledar year following a calendar Year Siowich& the
icoeof such parents exceeds the limits specif#id inparagraph (8),
unless the State or local agency administering the under thi
section& has determined, pursuant to paragraph r£ ,-that there a
special circumstances in the family wP&,c twrt adoption assist-
ance payments, (B) no payment may be made to poets with respect
to an child who Am attained the age of eighteen, ind (C) to payment
may te made to parent with respect to any child if the State deter-
mines that the parents are no longer legally responsible for the sup-
port of the child or if the State determines that the child ie no longer
receiting any support from such parents. Parent. who have been re-
ceiving 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 subsection,
make them ineligible for such assistance payments, or eligible for as-
sistance payment in a different amount.

(6) For the purposes of this part, individuals with whom a child
(who the State deteunes, puruant to subsection (c), is a child with
8 0 needs is placed for adoption, pursuant to an interlocutoy
decree, shall e eligible for adoption assistance payments under this
subsection, 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 sub-

section (a),- and
(2) who is placed for adoption or adopted following such de-

termination
shall, with respect to any medical condition which was in existence
at the time the child was adopted, retain such eligibility 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 plan ap-
prored under title XIX.

(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 has first determined (A) that there exists with
respect 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 suck factors as the existence of significant emo-
tional ties with prospective 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 par-
ents without providing adoptive assistance under this section.

(d) Notwithstanding any other proision of this part. no adoption
assistance payment wnaer a State plan approved under this part shall
be made pursuant to any adoption assistance agreement entered into
after September 30, 198.



Authorization of Appropriations

Se. 473. For the purpose of carrying out tWie part, other than ec-
tion 476, there are authorieedto be approprtted for eack Peal year
(commencing with the fiscal year wwch begins October 1, 1977) auch
sums as may be necessary.

Payments to States; Allotments to States

Sec. 474. (a) For each quarter beginning after September 30, 1977,
each State which has a plan approved runder this part (subject to the
limttdions imposed by subsection (b)) shall be entitled to a pay-
ment squat to the sum of-

(1) an amount equal to the Federal medical assitaswe percent-
age (as defined in section 1905(b) of this Act) of the total amownt
expended during such quarter as foster care maintenance pay-
ments under section 471 Jor children in foster family homes or
child-care institutions; plus

(2) an amount equal to the Federal medical asistance percent-
age (as defined in section 1905(b) of this Act) of the total amount
expended duing suck quarter as adoption assistance payments
under section 475 pursuant to adoption assistance agreements
entered into prior to October 1, 19852plus

(3) an amount equal to the sum of t)e following proportions of
the total amounts expended during such quarter as ound neces-
sary by the Secretary for the proper and effcient administration
of the state ple-

(A) rc, oentum , of-o schsch ependiture as are
for the tmwn.ng (includin? both sr- and iong-term, train-

g at educational institutions through gratts to such institu-
tions or by direct financial assistance to students enrolled in
such institutions) of personnel employed or preparing for em-
?&loyment by the State agency or by the localagency admin-
iste ing the plan in the political subdivisiond

(B) one-half of the remainder of such expenditures.
(b) (1) Notwithstanding the provisions of subsection (a) (1) and

(a) (3) with respect to expendiftuaw relating to foster car, the ag-
gregate of the sumn payable to any State thereunder, with respect to ex-
penditur8s relating to footer care, for the calendar quarters in any
fiscl year shaR not e'rceed the State's allotment for such year.

(5) For purposes of this subsection, a State's allotment for the
fiscal year ending September 30, 1977, shall be equal to the amount of
the Federal funds payable to sucS State under section 403 on account
of expenditures for aid with respect to which Federal financial partici-
pation i author ed pursuant to section 408 (including administrative
eped s attributable to the provision of such aid). In the event
that there is a dispute between any State and the Secretary as to the
amount of such ezpendiures for such fiscal year, then, until the begin-
sing of the ficalyear immediately following, the fiscal year in which
the diesputeis )Fnal4 resoled, the amount of the State'* alotment for
such fca vear shll be deemed to be the amount of Federal funds
tohich would have been payable under such section 403 if the amount
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of such ependiww were equal to the amount thereof claimed by the
State.

(8) (A) For the flecal year 1978, the allotment of each State shall
be equal to 120 per cenhm of its allotment forthe preceding year or
(if greater) the amount provided under subparagraph (B). For the
fsca 1979, 1980, 1981, and 1989, the allotment. of each State
s8hll be eq&al to 110 per centum of the amount of it. allotment for
the MK fsca ear, or (if reader) the amount ided under

Mzpw -M s (B). C the flaclJy 198* 3and each clyerthere -
ater, the allotment of each State shall be equal to its allotment for
t(e floal /ear 1989, or (if greater) the amount provided under sub-
pa 

(B).
) ;he amount of any State' allotment, for any fiscal year

referred to in subparagraph (A), shall be the amount determined
tinder suah paragraph or (if greater) an amount which bears the same
ratio to $100 /XKUXK) as the under age 21. population of such State
bear to the under age L1 poPuetwn of the fifty States and the
District of Columbia. The Secretary shall promulgate the amount of
each State's allomnt, for the fiscal year 1978, not later than 30 days
after the dat of enactment of this part, and for any succeeding fiscal
year, prior to te first day of the third month of the preceding fical
year, on the basis of the most recent satisfactory data an ailabte from
the Department of Commnerce.
(r) For the fiscal year 1978, and each fiscal year thereafter, sUms

available to a State from its allotment under subsection (b) for carry-
ing out this part, which the ,State does not claim, as reimbursement
for expenditures in such .year pursuant to subsection (a) of this sec-
tion, may be claimed by the State as reimbursement for expenditures
in such year pursuant to part B of this title, in addition to such suomq
available pursuant to section 420 for carrying out that part.

Definitions

Sec. 475. As used in this part or part B of this title:
(1) The term "case plan" means a written document which iwludes

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 whieh
is responsible for the child plans to carry out the judicial determina-
tion made with respect to the child in accordance with section 471
(a) (1);* a plan of services that will be provided to the parents, child,
and foster parents in, order to improve the conditions in the parents'
home. facilitae return. of the child to his own home or the permanent
placement of the child, and address the needs of the child while in
foster care, including a dismission of the appropriateness of the ser'-
ices that have been provided to the child under the plan.

(2) The term "parents" neasm biological or adoptive parents or
legal guardians, as determined by applicable ,State law.

(3) The. term "adoption assistanee aqreement" means a wirritten and
consensual agreement, binding on the'parties to the agreent, be-
tween 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
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8ervweand wittasce wick are to be provided as part of such agree-
ment.

(4) The term, "fRstes. care maintnwe ipai~yffents" meaWspyet
to cover the cot of (and te cost of poii )food, clothing, ter,
dU so chool supplies, a chId'sjponal incidentals, lia

*wtilr 0 with respect to a child,aow reasotable travel to the
homefor visitation. In the case of institutional care, suchkm

shal include the reasonable costs of administration and operation of
such institution as are necesaari7y required to provide the iteme de-
scribed in the preceding sentence.

Technical Assistance; Data Collection and Evaluation

Sec. 476. (a) The Seeretary may provide technicalswutance to the
States to assist them to develop the program authorized under this
part and shall periodically (1) evaluate the porm thorised un-
der thu part and part B of this title and (2) colecand publish data
perta'fnto the inidence and eharaterities of foster care and adop-
HOW in Ntcountry.

(b) Each State shall submit statistical report. as the Secretary may
rejrew with respect to children for whom payments are made under
this t containing information with respect to suk children indld-9g legal stats, demographic characteristic, location, and length of
any stay in foster care.

TITLE X-GRANTS TO STATES FOR AID TO THE BLINI)

Payments to States

See. 100& (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan for
aid to the blind, for each quarter, beginning with the quarter commenc-
ing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Vir-
gin Islands, [and3 Guam, and the Comewmwealth of the Northern
Mariana Isln, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter
as aid to the blind under the State plan (including expenditures
for premiums under part B of title XVIII for individuals who
are recipients of money payments under such plan and otherinsurance premiums for medical or any other type of remedial
care or the cost thereof)--

(A) 3%. of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients
of aid to the blind for such month (which total number, for
purposes of this subsection, means (i) the number of indi-
viduals who received aid to the blind in the form of money
payments for such month, plus (ii) the number of other in-
dividuals with respect to whom expenditures were made in
such month as aid to the blind in the form of medical or any
other type of remedial care) ; plus
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(B) the Federal percentage of the amount by which such
expenituresexceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75
multiplied by the total number of such recipients of aid to
the blind for such month; and

(M) in the case of Puerto Rico, the Virgin Islands, Xand]lGuam,
Sthe ComawnwatA of t e NorthA Manwa al k,

an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for premiums under part B of title XVIII
for in dvidual who are recipients of money payments under such
plan and other insurance premiums for medicalor any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multi-
plied by the total number of recipients of aid to the blind for such
month; and

(3) in the case of any State whose State plan approved under
section 1002 meets the requirements of subsection (c)(1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
f or-

(i) services which are prescribed pursuant to subsec-
tion (c) (1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to the
blind to help them attain or retain capability for self-
support or self-care, or

(ii)other servic:specified by the Secretary as likely
to prevent or reducedepndency, so provided to such
applicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may describe, have been or are
likely to become applicants or o; recipients of aid to
the blind, if such services are requeed by such individ-
uals and are provided to such individual in accordance
with the next sentence, or

(iv) the training (including both short- and long-term
training .ateducational institutions through grants to
such institution or by direct financil assistance to stu-
dents enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivion; plus

(B) one-half of so much of such expenditures (not in-
cluded under subpagph (A)) as are or services provided
(in accordance with the next sentence) to applicants for or

96-6"--TT----.4
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recipients of aid to the blind, and to individuals requesting
such services who (within such period or periods as the Secre-
tary may prescribe) have been or are likely to become appli-
cants for or recipients of such aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagrph (A) and (B) shall, ex-
cept to the extent specified by the secretary, include only-

(D) services provide by the staff of the State agency,
or of the local agency administering the State plan in the
political subdivision: Podided, That no funds authorized
under this title shall be available for services defined as voca-
tional rehabilitation services under the Vocational Rehabili-
tation Act (i) which are available to individuals in need of
them under programs for their rehabilitation carried on
under a State plan approved under such Act, or (ii) which
the State agency or agencies administering or supervising
the administration of the State plan approved under such Act
are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under subparagraph (E), if
provided by such staff, and

(E) prescribed by the Secretary, under conditions which
shall be services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise re-
sonably available to individuals in need of them, and which
a reprovided, pursuant to agreement with the State agency,
by te State health authority or the State agency or agencies
administering or supervising the administration of the State
plan for vocational rehabilitation services approved under
the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary- and

(4) in the case of any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necemary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.
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TITLE XI-GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW

Part A-General Provisions

Definitions

Sec 1101. (a) When used in this Actr-
(1) The term "State". except, where otherwise provided, includes

the District of Columbia and the Commonwealth of Puerto Rico, and
when used in titles IV. V, VII, XI. and XIX includes the. Virgin
Islands fand] Guam, and the omonwealtk of the Northern
Mariana ?l4'td. Such term when used in title V also includes Amer-
ican Samoa and the Trust Territory of the Pacific Islands. Such term
when used in titles III, IX, and XII also includes the Virgin Islands.
In the case of Puerto Rico, the Virgin Islands, [and3 Guam, and the
Covonwealt of the Northern Mariana. Ia ld, title I, X, and XIV,
and title XVI, (as in effect without regard to the amendment made
by section 301 of the Social Security Amendments of 1972) shall
continue to apply, and the term "States" when used in such titles
(but not in title XVI as in effect pursuant to such amendment after
December 31, 1973) includes Puerto Rico, the Virgin Islands, and
Guam.

(2) The term "United States" when used in a geographical sense
means, except when otherwise provided, the States.

(8) The term "person" means an individual, a trust or estate, a
partnership, or a corporation.

(4) The term "corporation" includes associations, joint-stock com-
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary", except when the context otherwise re-
quires, means the Secretary of Health, Education, and Welfare.

(7) The terms "physician" and "medical care" and "hospitaliza-
tion" include osteopathic practitioners or the services of osteopathic
practitioners and hospitals within the scope of their practice as defined
by State law.

(8) (A) The "Federal percentage" for any State (other than Puerto
Rico, the Virgin Islands, [and Guam, ad the Comxwno ealth of the
Northern Mariana I&d) shall be 100 per centum less the State per-
centage; and the State percentage shall be that percentage which bears
the same ratio to 50 per centum as the square of the per capita income
of such State bears to the square of the per capita income of the United
States; except that the Federal percentage shall in no case be less than
50 per centum or more than 65 per centum.

(B) The Federal percentage for each State (other than Puerto
Rico, the Virgin Islands, Cand] Guam, and the Comtmnweath of the
Northern Mariana a1nd) shall be promulgated by the Secretary
between October 1 and November 30 of each even-numbered year, on
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the basis of the average per capita income of each State and of the
United States for the three most recent calendar years for which satis-
factory data are available from the Department of Commerce. Such
promulgation shall be conclusive for each of the eight quarters in the
period beginning October 1 next succeeding such promulgation: Pro-
vided, That the Secretary shall promulgate such percentage as soon as
possible after the enactment of the Social Security Amendments of
1958, which promulgation shall be conclusive for each of the eleven
quarters in the period beginning October 1, 1958, and ending with the
dose of June 30, 1961.

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 (exclu-
sive of any amounts on account of services and items to which subsec-
tion (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, [or]
(E) $24,000,000 with respect to the fiscal year 1972 and

each fiscal year thereafter[ j prior to the fiscal year 1978,
(F) $48,000 with respect to the fiscal year 1978, or
(G) $79,0,00 writh respect to the fiscal year 1979 and

each fiscal year thereafter:
(2) for payment to the Virgin Islands shall 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, [or3

(E) $800.000 with respect to the fiscal year 1972 and each
fiscal year thereafter[; and] prior to the fsclal year 1978,

(F) $1,600.0MX with repeat to the fiscal year 1978, or
(G) $29P40,000 eith respect to the ftscal year 1979 and each

fiscal year thereafter: and
(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, [or
(E) $1.100.000 with respect to the fiscal year 1972 and each

fiscal year thereafter[.j prior to the fiscal year 1978,
(F) $2,200.000 with respect to the fiscal year 1978, or
(G) $3,W 0t00 with respect to the fiscal year 197.9 and each

&cal .ar thereafter.
(b) The total amount certified by the Secretary under part A of

title IV. on account of family planning services and services provided
under section 402(a) (19) with respect to any fiscal year-
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I)for payment to Puerto Rico shall not exceed $2,000,000,
2 for payment to the Virgin Islands shall not exceed $65,000,

CaU&
(3 for payment to Guam shall not exceed $90,000.1, and
() for payment to the Commonwealth of the Northern Mari-

ariaIsdsshallnot exceed $1b,000.
(c) The total amount certified by the Secretary under title XIX

with respect to any fiscal year-
(1) for payment to Puerto Rico shall not exceed $30,000,000,
(2) for payment to the Virgin Islands shall not exceed $1,000,000,

[and
(3) for payment to Guam shall not exceed $900,000.1, and
(4) for paymdrnt to the Commonwealth of the Northern Mariana

Islands shall not erreed $160000.
(d) Notwithstanding the provisions of section 502(a) and 512(a)

of this Act, and the provisions of sections 421, 503(1), and 504(1) of
this Act as amended by the Social Security Amendments of 1967, and
until such time as the Congress may by appropriation or other law
otherwise provide, the Secretary shall, in lieu of the initial allotment
specified in such sections, allot such smaller amounts to Guam, Ameri-
can Samoa the Commonwealth of the Northern Mariana Islands, and
the Trust Territory of the Pacific Islands as he may deem appropriate.

Demonstration Projects

See. 1115. (a) In the case of any experimental, pilot, or demonstra-
tion project which, in the judgment of the Secretary, is likely to assist
in promoting the objectives of title I, VI, X, XIV, XVI, XIX, or
XX, or part A of title IV, in a State or States-

[(a)] (1) the Secretary may waive compliance with any of the
requirements of section 2, 402, 602, 1002, 1402, 1602, 1902, 2002,
2003, or 2004, as the case may be, to the extent and for the period
he finds necessary to enable such State or States to carry out such
project and

K (b)] () costs of such project which would not otherwise beinc uded as expenditures under section 8, 403, 603, 1003,1403, 1603,
1903, or 2002, as the case may be, and which are not included as
part of the costs of projects under section 1110, shall, to the extent
and for the period prescribed by the Secretary, be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans, or expendi-
tures with respect to which payment shall be made under section
2002, as may be appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount appro-
priated for payments to States under such titles for any fiscal year
beginning after June 30, 1967, shall be available, under such terms
and conditions as the Secretary may establish, for payments to States
to cover so much of the cost of such project as is not covered by pay-
ments under such titles and is not included as part of the cost of
projeds for purposes of section 1110.

(b) (1) In order to permit the States to awhieve more ewieW and
effeetlive use of fwnds for It ie assistance, to reduce dependec.i, and
to improve the ling conditions and increase the icomes of indi ?W -
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uals who are recpi&nt of public assistance, any State h41* 9 an ap-
proved plan u"dir part A of title IV may, subject to the provisions of
this subsection, establish and conduct not more than three demonstra-
tion projects. In establishing and conducting any such project the
State shalt

(A) provide that wot more than one such project be conducted
on a statewide basi;

(B) provide that in mang arrangements for public service
eMPlo 6yment-

(i) appropriate standards for the health, safety, and other
conditions applicable to the performance of work and train-
mng on such project are stab listed and will be maintained,

(ii)Asuchiject l not result in the displacement of em-
17) with respect to ucah project the conditions of work,

training, education, and employment are reasonable in the
light of such factors as the tp of work, geographical region,
and profcieney of the partwipant, and

(v.)_approriate workmen's compensation protection
proto alart pant;

( )provide that participation in any such project by any in-
dii4dual giving aid to families with dependent children be
voluntary.

(9) Any State which establishes and conducts demonstration proj-
ects under this subsection, may, with respect to any such project-

(A) waive, subject to paragraph (3), any or all of the rei-re
ments of sections 40(a) (1) (relating to statewide operation),
409(a) (3) (relating to administration by a single State agency),
40,(a) (8) (relating to disregard of earned income), except that
no such waiver of 409(a) (8) shall operate to waive any amount
in eacees of one-half of the earned income, of any individual, and
409(a) (19) (relating to the work incentive program);

(B) subject to paragraph (4) use to cover the costs of such
projects such funds as are appropriated for payment to any such
State with respect to the assistance which is or would, exoaept for
participation in a project under this subsection, be payable to
individual partiipating in such projects under part A of title
IV for any fiscal year in which such demonstration project are
conducted; and

(0) ue such funds as are appropriated for payment to States
under the State and Local Fiscal Aeuistance Act of) 979 for any
fiscal year in which suk demonstration projects are conducted
to cover so much of the costs of salaries for individuals participat-
inq in public service employment as is not covered through the use
of funds made available under subparagraph (B).

(3) Notwithtanding the protirimo of paragraph (R) (A), the
Secretary may review any waiver made by a State under such para-
graph. Upon a finding that any such waak'er is inconsistent with the
purposes of this subsection amd the purpose. of part A of title IV. the

ecreta~y may disapprove such waiver. The. demonstration project

under which any such disapproved waiver was made by sueh State
shall be terminated not later than the last day of the month following
the month in which such waiver was disapproved.
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(4) Any amout payable to a Staterunder section 4W3(a) on behalfof an individual participate' in a project under this section sh not
be increased by reason of the partipaon of such individual in any
demonstration projt conducted under this subsection over the
amount which woul be payable it such individual were receiv*aid
to family" with dependent chdren and not participating in such
project. . .

(5) Parti ipation i a proet established under thi section shall
not be oonsidired to constitute employment for purposes of any *un-
ing with respect to "unemployment" as that term is used in section 407.

(6) Any demonstration proet established and conducted pursuant
to the prov*ons of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
pursuant to the provisions of tids subsection shall be terminated not
later than September 30,1980.

Alternative Federal Payment With Respect to Public
Assistance Expenditures

Sec. 111& 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), 1003(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 pay-
ments to which such State is entitled under such sections, but with-
out regard to any maximum on the dollar amounts per recipient
which may be counted under such sections. For purposes of the pre-
ceding sentence, the term "Federal medical assistance percentage"
sh4ll, in the case of Puerto Rico, the Virgin Islands, Guam. and the
Commonwealth of the Northern Mariana Islands, mean 75 per centwm
when applied to quarters in fiscal year. which commence after Sep-
tember 30, 1977.

Treatment of Certain Overpayments Under Supplemental
Security Income Program

Sec. 1132. Whenever any individual-
(1) fail# to receive any (or the full amount) of the paymeNt or

payments payable to hin. during any period, by reason of his
entitlement to a monthly insurance benefit under title 1I, and

(2) receives supplemental security income benefits under title
XVI (or supplementarv payment made bv the Secretary under
an aqrement entered into under section 1616 or an adminis*tr
tion agreement entered into under section £12(b) of Public Law
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93-66) during such period in an amount which is in excess of
the amount which would har'e been payable to him if timely
payment had been made, during such period, of the full amoual
of the mnonty ineuraee benefits referred to in vprgraph (1),

then, the amount of suck excess shall be deemed to have been an ad-
'ance payment of such individuals monthly insurance benefit payable,

during itwh period under title I. When sch individual's entitlement
to benefits under title II for the period referred to in paragraphs (1)
and (9)has been determined, an amount equal to the amount deemed
under this section to have been adroneed to him. Fhall be paid, from the
apropriate socimr security trust fund into the general fund of the

treasury or to the State response for payments to such individual
under section 1616 or under section 212 of Public Law 93-66.

Compilation of Fraud Data by Inspector General

Sec. 1133. The Inspector General of the Department of Health.
Education, and Welare shall compile statistical data relating to
char ge offrud under the aid to families* with dependent children
program and the supplemental security income program and shall
make su.h data available to the Secretary and to the CongrmeeS. Such
data shallbecompiled-so as to show, wil hregardtoeach program-

(1) the number of rases of alleged fraud. and the dollar amounts
involved, which are under active investigation or awaiting
investiqation;

(9) the number of cases of alleged fraud which were settled
or decided bV administrative action, including the t7pe oYad-
ministrutive action involved, an./ penalties applied, an any
repayments made in such cases:

(3) the number of cases of alleged fraud which were referred
for possible criminal protection, including the number ofcases
beinq actively prosecuted, the number awaiting pyotec01ion, the
,number dismissed for insumient evidence, and the number set-
ted after refeir for prosecution but prior to any f.a, verdict
of guilt or innocee (;ncludinq any penalties applied and re-
payments made in such cases):

(4) the number of su8h cases which were adjudicated with a
final verdict of not guilty: and

(5) the number of such eases which were adjudicated with
a flital verdict of.guilty, including. any penalties applied and
repayments made in such cases.

Definition of Public Charge

See. 1134. Any individual who receives cash benefits under the sup-
plmental security income program eablished by title XV[, under
the programs established bt/ titles I, X. XIV. XVI. or part A of title
IV, or under any other Stott or Federal public asiste w program
which is based on need shall, for purposes of the Immigration and
Naiemality Act, be considered to be a "public charge" ,without regard
to whether such alien is liable to repay such benefits or whether any
dlewwnd i8i ade for p.
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TITLE XIV--GRANTS TO STATES FOR AID TO THE
PERMANENTLY AND TOTALLY DISABLED

Payments to States

Sec. 1403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the permanently and totally disabled, for each quarter,
beginning with the quarter commencing.October 1, 1958-

(1) in the ease of any State other than Puerto Rico, the Virgin
Islands, [and] Guam, and the Commonwealth of the Northern
Marian ZIsland, an amount equal to the sum of the following
proportions of the total amounts expended.during such quarter
as aid to the permanently and totally.disabled under the State
plan (includ'i expenditures for presmums under part B of title
XVIII for individuals who are recipients of money pa ,ments
under such plan and other insurance premiums for medical or
any other type of remedial care or the cost thereof)-

(A) 3%7 of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients of
aid to the permanently and totally disabled for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals who received aid to the perma-
nently and totally disabled in the form of money payments
for such month, plus (ii) the number of other individuals
with respect to whom expenditures were made in such month
as aid to the pernm.nently and totally disabled in the form of
medical or any other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75 mul-
tiplied by the total ntimber of such recipients of aid to the
permanently and totally disabled for such month; and

(2) in the case of Puerto Rico. and Virgin Islands, [and]
Guam, and the Comnzmnwealth of the Northern Mariana Islamn6,
an amount equal to one-half of the total of the sums expended
during such quarter as aid to the permanently and totally dis-
abled under the State plan (including expenditures for premiums
under part B of title XVIII for individuals who are recipients
of money payments under such plan and other insurance premi-
ums for medical or any other type of remedial care or the cost
thereof), not counting so much of any expenditure with respect
to any month as exceeds $37.50 multiplied by the total number of
recipients of aid to the permanently and totally disabled for
such months; and -
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TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED,
BLIND, OR DISABLED, OR FOR SUCH AID AND MEDI-
CAL ASSISTANCE FOR THE AGED.

Payments to States

Sec 1603. (a) From the sums appropriated therefor, the Sec-
retary shall pay to each State which has a plan approved under this
title, for each quarter, beginning with the quarter commencing Octo-
ber 1, 1962-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, [and] Guam, and the Commonwealth of the Northern
Mar m Islands, an amount equal to the sum of the following pro.
portions of the total amounts expended during each month of such
quarters to the aged, blind, or disabled under the State plan (in-
eluding expenditures for premiums under part B of title XVIII
for individuals who are recipients of money payments under such
plan and other insurance premiums for medical or any other
type of remedial care or the cost thereof)-

(A) 3%. of such expenditures, not counting so much of
any expenditure with respect to mch month as exceeds the
product of $37 multiplied by the tot al number of recipients of
such aid for such month (which total number. for purposes
of this subsection means (i) the number of individuals who
received such aid in the form of money payments for such
month, plus (ii) the number of other individuals with re-
spect to whom expenditures were made in such month as aid
to the aged. blind, or disabled in the form of medical or any
other type of remedial care) : plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101 (a) (8)) of the amount by which such expenditures
exceed the amount which may be counted under clause
(A), not counting so much of such excess with respect
to such month as exceeds the product of $38 multiplied
by the total number of recipients of aid to the aged. blind.
or disabled for such month, plus (II) 15 per centum of
the total expended durinp such month as aid to the aged.
blind, or disabled under the State plan in the form of
medical or any other type of remedial care. not coumting
so much of such expenditure with respect to such month
as exceeds the product of $15 multiplied by the titan]
number of recipients of aid to the aged, blind, or disabled
for such month. or

(ii) (I) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maximum which may be counted under clause
(A), not counting so much of any expenditure with re-
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spect to such month as exceeds (a) the product of $5
multiplied by the total number of such recipients of aid
to the aged, blind, or disabled for such month, or (b)
if smaller, the total expended as aid to the aged, blind, or
disabled in the form of medical or any other type of
remedial care with respect to such month plus the prod-
uct of $37 multiplied by such total number of suchre-
cipients plus (II) the Federal percentage of the amount
by which the total expended during such month as aid to
the aged, blind, or disabled under the State plan exceeds
the amount which may be counted under clause (A) and
the preceding provisions of this clause (B) (ii), not
counting so much of such excess with respect to such
month as exceeds the product of $38 multiplied by the
total number of such recipients of aid to the aged, blind,
or disabled for such month;

(2) in the case of Puerto Rico, the Virgin Islands, [andi Guam,
and the Comnmnwealth of the Northern Marana Iaslands, an
amount equal to-

(A) one-half of the total of the sums expended during such
quarter as aid to the aged, blind, or disabled under the State
plan (including expenditures for premiums under part B of
title XVIII for individuals who are recipients of money pay-
ments under such plan and other insurance premiums for
medical or any other type of remedial care or the cost there-
of), not counting so much of any ependiture with respect to
any month as exceeds $37.50 multiplied by the total number
of recipients of aid to the aged, blind, or disabled for suchmonth; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of aid to the aged, blind, or disabled for
such month, or (II) if smaller, the total expended as aid to
the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus
the product of $37.50 multiplied by the total number of such
recipients, or (ii) 15 per centum of the total of the sums ex-
pended during such quarter as aid to the aged, blind, or dis-
abled under the State plan in the form of medical or any
othertype of remedial care, not counting so much of any ex-
penditure with respect to any month as exceeds the product
of_$7.50 multiplied by the total number of such recipients of
aid to the aged,blind, or disabled for such month;



214

TITLE XVI-SUPPLEMENTAL SECURITY INCOME FOR
THE AGED, BLIND, AND DISABLED

* * S S

Part A-Determination of Benefits
Eligibility for and Amount of Benefits

S 1611. (a) *

Limitation on Eligibility of Certain Individuals

(e) (1) (A) Except as provided in subparagraph (B) and (C), no
person shall be an eligible individual or eligible spouse for purposes
of this title with respect to any month if throughout such month he is
an inmate of a public institution.

(B) In any case where an eligible individual or his eligible spouse
(if any) is, throughout any month, in a hospital, extended care facil*
ity, nursing home, or intermediate care facility receiving payments
(with respect to such individual or spouse) under a State plan ap-
proved tinder title XIX, the benefit under this title for such individual
for such month shall be payable-

(i) at a rate not in excess of 300] $360 per year (reduced by
the amount of any income not excluded pursuant to section 1612
(b)) in the case of an individual who does not have an eligible
spouse;

(ii) in the case of an individual who has an eligible spouse, if
only one of them is in such a hospital, home or facility through-
out such month, at a rate not in excess of the sum of-

(I) the rate of [$3 $360 per year (reduced by the
amount of any income, not excluded pursuant to section 1612
(b), of the one who is in such hospital, home, or facility). and

(T7I) the applicable rate specified in subsection (b) (1)
(reduced by the amount of any income, not excluded pur-
suant to section 1612(b), of the other) : and

(iii) at a rate not in excess of [$600] $7 0 per year (reduced by
the amount of any income not excluded pursuant to section 1612
(b)) in the case of an individual who has an eligible spouse, if
both of them are in such a hospital, home, or facility throughout
such month.

(C) As used in subparagraph (A), the term "public institution"
does not include a publicly operated community residence which serves
no more than 16 residents.

(2) No person shall be an eligible individual or eligible spouse for
purposes of this title if, after notice to such person by the Secretary
that it is likely that such person is eligible for any payments of the type
enumerated in section 1612(a) (2) (B), such person fails within 30
days to take all appropriate steps to apply for and (if eligible) obtain
any such payments,

(3) (A) No person who is an aged, blind, or disabled individual
solely by reason of disability (as determined under section 1614 (a)
(3)) shall be an eligible individual or eligible spouse for purposes of
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this title with respect to any month if suoh individual is medically
determined to be a drug addict or an alcoholic unless such individual
is undergoing any treatment that may be appropriate for his condition
as a drug addict or alcoholic (as the case may be) at an institution
or facility approved for purposes of this paragraph by the Secretary
(so long as such treatment is available) and demonstrates that. he is
complying with the terms, conditions, and requirements of such treat-
ment and with requirements imposed by the Secretary. under subpara-
gil1 11 Secretary s provide for the monitoring and testing

individuals who are receiving benefits under this title and who
as a condition of such benefits are required to be undergoing treat-
ment and complying with the terms, conditions, and requirements
thereof as described in subparagraph (A), in order to assure such
compliance and to determine the extent to which the imposition of
such requirement is contributing to the achievement of the purposes
of this title. The Secretary shall annually submit to the Congress a
full and complete report on his activities under this paragraph.

Income

Meaning of Income

See. 1612. (a) For purposes of this title, income means both earned
income and unearned income; and-

(1) earned income means only-
(A) wages as determined under section 203(f) (5) (C);

[andj
(B net earnings from self-employment, as defined in sec-

tion 211 (without the application of the second and third
sentences following subsection (a) (10), and the last para-
graph of subsection (a)), including earnings for services
described in paragraphs (4), (5), and (6) of subsection (c);
and

(C) retuneration received for services perforted in a
sheltered workshop or work activities center; and

[ (2) unearned income means all other income, including-
[(A) support and maintenance furnished in cash or kind;

except that (i) in the case of any individual (and his eligible
spouse, if any) living in another person's household and
receiving support and maintenance in kind from such person,
the dollar amounts otherwise applicable to such individual
(and spouse) as specified in subsections (a) and (b) of sec-
tion 1611 shall be reduced by 33% percent in lieu of including
such support and maintenance in the unearned income of
such individual (and spouse) as otherwise required by this
subparagraph,]

(9) unearned income means all other income which is in the
form of cash or its equltalent or, to the extent provided in sub-
paraqraph (A), which is provided in kind, and which is available
for the support a dmaintenance of any individual (and his digi-
Me spouse, if any), iwlding-v-
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(A) support and mainteianeue furnished in kind in the fonm
of regular contributions for food or shelter neds (or both);
except that (i) in the rose of any ;ndii'idiual (ard hii eigtble
spouse, ;f n.,) who receives atch regular in-kind eontrinbu-
tions. the. dollar amounts othertoise applicable to such indi-
vidual (and spouse) as sp ecifed in sub e-ions (a) and (b) of
sert;on 1611 shall he redueed by ..1A?% percent, in lieu of con-
sidoorinq swh eontr'butons as int& e unless and until stwh
individual establishrs to tho satisf action of the Secretary that
the aeftal value of suh ;n-kind contributions it less than the
amommtt of the reduwtkon othrri is required. in ,ohieh ewas the
actual ,alue of such in-kind enfntibuhiors shall be considered
to be income under this paragraph, (ii) in the case of any indi-
vidual or his eliible spouse who retidem in it nonprofit retire-
ment home or similar nonprofit institution, support and main-
tenance shall not he included and lausoe (i) shall -not be appli-
cable with regard to support a"d mainfeance to the extent
that it is furnished to slch individual or such spouse without
such institution receiving payment therefor (unless such
institution has expresly undertaken an obligation to furnish
full support and maintenance to such individual or spouse
without any current or future payment therefor) or payment
therefore is made by another nonprofit organization. and (iii)
support and maintenance shall not be included and the provi-
sions of clause (i) shall not be applicable in the case of any
individual (and his eligible spouse if any) for the period
which begins with the month in which such individual (or
such individual and his eligible spouse) began to receive sup-
port and maintenance while living in a residential facility
(including a private household) maintained by another
person and ends with the close of the month in which such
individual (or such individual and his eli.ihle spouse)
ceases to receive support and maintenance while living in
such a residential facility (or, if earlier, with the close of
the seventeenth month following the month in which sunch
period began), if. not. more than 30 days prior to the date
on which such individual (or such individual and his eligi-
ble spouse) began to receive support and maintenance while
living in such a residential facility. (I) sueh indi-idual (or
such individual and his eligible spouse) were residing in a
household maintained by such individual (or by such indi-
vidual and others) as his or their own home. (II) there
occurred within the area in which such household is located
(and while such individual, or such individual and his
spouse, were residing in the household referred to in sub-
clause (I)) a catastrophe on acmunt of which the President
declared a major disaster to exist therein for purposes of
the Disaster Relief Act of 1974. and (III) such individual
declares that he (or he and his eligible spouse) ceased to
continue living in the household referred to in subelause
(II) because of such catastrophe;

(B) any payments received as an annuity, pension, retire-
ment. or disability benefit, including veterans' compensation
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and smmions, workmen's compensation payments, old-age,
survivors, and disability insurance benefits, railroad retire-
ment annuities and pensions, and unemployment insurance
benefits;

(C) prizes and awards;
D)the proceeds of any life insurance policy to the extent
tthey exceed the amount expended by the beneficiary for

purposes of the insured individual's last illness and burial
or $1,500, whichever is less;

(1E) gifts[(cash or otherwise) (in otah or in the form
of regularcontributions for food m-" helter iweda), support
and alimony.payments, and inheritances; _and]

(F) rents, dividends, interest, and royalties[.J,- and
(G) / ueewhich were a part of the asset8s daribed ine8ec-

tion 1613(a) (7) (B) tchik were excluded as resources under
such section, if such funds are used for an purpose other
than paying the burial wdi of the individual (or Ai eligible
spouse).

Exclusions From Income

(b) In determining the income of an individual (and his eligible
s)ouse) there shall be excluded-

(1) subject to limitations (as to amount or otherwise) pre-
scribed by the Secretary, if such individual is Is child who uder
the agie of 22 and is, as determined by the Secretary, a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gain-
ful employment, the earned income of such individual;

(2) (A) the first $240 per year (or proportionately smaller
amounts for shorter periods) of income (whether earned or un-
earned) other than income which is paid on the basis of the need
of the eligible individual;

(B) monthly (or other periodic) payments received byany in-
dividual, under a program established prior to July 1, 1973, if such
payments are made by the State of which the individual receiving
such payments is a resident, and if eligibility of any individual
for such payments is not based on need and is based solely on at-
tainment of age 65 and duration of residence in such State by such
individual.

(3) (A) the total unearned income of such individual (and
such spouse, if any) in a calendar quarter which, as determined in
accordance with criteria prescribed by the Secretary, is received
too infrequently or irregularly to be included, if such income so
received does not exceed $60 in such quarter, and (B) the total
earned income of such individual (and such spouse, if any) in a
calendar quarter which, as determined in accordance with such
criteria, is received too infrequently or irregularly to be included,
if such income so received does not exceed $30 in such quarter;

(4) (A) if such individual (or such spouse) is blind (and has
not attained age 65, or received benefits under this title (or aid
under a State plan approved tnder section 1002 or 1602) for the
month before the month in which he attained age 65), (i) the first
$780 per year (or proportionately smaller amounts for shorter
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periods) or earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof,
(i) an amount equal to any expenses reasonably attributable to

the earning of any income, and (iii) such additional amounts of
other income, where such individual has a plan for achieving self-
.support approved by the Secretary. as may be necessary for the
fulfillment of such plan,

(B) if such individual (or such spouse) is disabled but not
blind (and has not attained age 65. or received benefits under this
title (or aid under a State plan approved under section 1402 or
1602) for the month before the month in which he attained age
65), (i) the first $780 per year (or proportionately smaller
amounts for shorter periods) of earned income not excluded by
the preceding paragraphs of this subsection, plus one-half of the
remainder thereof, and (ii) such additional amounts of other in-
come, where such individual has a plan for achieving self-support
approved by the Secretary, as may be necessary for the fulfillment
of such plan, or

(C) if such individual (or such spouse) has attained age 65
and is not included under subparagraph (A) or (B), the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof;

(5) any amount received from any public agency as a return
or refund of taxes paid on real property or on food purchased
by such individual (or such spouse);

(6) assistance, furnished to or on behalf of such individual
(and spouse), which is based on need and furnished by any State
or political subdivision of a State;

(7) any portion of any grant, scholarship, or fellowship re-
ceived for use in paying the cost of tuition and fees at any edu-
cational (including technical or vocational education) institution;

(8) home produce of such individual (or spouse) utilized by
the household for its own consumption;

(9) if such individual is [a child] under aTe 18, one-third
of any payment for his support received from an absent parent;

(10) any amounts received for the foster care of [a child who is
not an eligible individual] an individual who is not an eligible
individual or e7iqible spouse but who is living in the same home as
such individual and was placed in such home by a public or non-
profit private child-placement or child-care agency; [and]

(11) assistance received under the Disaster Relief Act of 1974
or other assistance provided pursuant to a Federal statute on
account of a catastrophe which is declared to be a major disaster
by the President [.]: and

(12) interest inconw received on assistance funds referred to
in paragraph, (1) within the nine-month period beqinning on the
date such funds are weiaed (or such longer periods as the Secre-
tary shall bv regulations prescribe. in cases where good cam.e is
sh wn by tI individual concerned for extending suck-period).



219

Resources

Exclusions From Resources

Se. 1613. (a) In determining the resources of an individual (and
his eligible spouse, if any) there shall be excluded-

(1) the home (including the land that appertains thereto);
(2) household goods, personal effects, and an automobile, to

the extent that their total value does not exceed such amount as
the Secretary determines to be reasonable;

(3) other property which, as determined in accordance with
and subject to limitations prescribed by he Secretary, is so e.en-
tial to the means of self-support of such individual (and such
spouse) as to warrant its exclusion;

(4) such resources of an individual who is blind or disabled
and who has a plan for achieving self-support approved by the
Secretary, as may be necessary for the fulfillment of such plan;
[and]

(5) in the case of Natives of Alaska, shares of stock held in a
Regional or a Village Corporation, during the period of twenty
years in which such stock is inalienable, as provided in section
7(h) and section 8(c) of the Alaska Native Claims Settlement
Act[.3:

(6) assistance referred to in section 1612(b) (11) for the nine-
month period beginning on the date such funds are received (or
for such longer period as the Secretary shall b regulatoms pre-
scribe in cases where good cawe is 8howzn by te individual con-
cerned for extending such period) : and, for purposes of this para-
graph, the term "assi stance" includes interest thereon which i8s
excluded from income under section 1612(b) (12); and

(7) in the ease of an individual (or the eligible spouse) of an
individual who elects (in such form and manner as the Secretary
shall by regulations prescribe) to hare the amount of his or her
(as the case may be) resources detennined without regard to the
succeeding setntew.e, assets not in excess of $1,500 in value set aside
to be used exclusively for purposes of providing for the burial of
such indb-idual or such eligible spouse, for so long as such assets
remainset aside for such purpose.

In determining the resources of an individual (or eligible spouse) an
insurance policy shall be taken into account only to the extent of its
cash surrender value; except that if the total face value of all life
insurance policies on any person is $1,500 or less, no part of the value
of any such policy shall be taken into account.

Disposition of Resources

(b) The Secretary shall prescribe the period or periods of time
within which, and the manner in which, various kinds of property
must be disposed of in order not to be included in determining an indi-
vidual's eligibility for benefits. Any portion of the individual's bene-
fits paid for any such period shall be conditioned upon such disposal;
and any benefits so paid shall (at the time of the disposal) be con-

96-6820-77-15
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sidered overpayments to the extent they would not have been aid
had the disposal occurred at the beginning of the period for which
such benefits were paid.

Meaning of Terms

Aged, Blind, or Disabled Individual

Sec. 1614. (a)(1) * * *
(3) (A) An individual shall be considered to be disabled for pur-

poses of this title if he is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental
impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less
than twelve months (or, in the case of [a child] an individual under
the age of 18, if he suffers from any medically determinable physical
or mental impairment of comparable severity).

* S S S S S

Definition of Child

[(c) For purposes of this title, the term "child" means an individual
who is neither married nor (as determined by the Secretary) the head
of a household, and who is (1) under the age of eighteen, or (2) under
the age of twenty-two and (as determined by the Secretary) a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gainful
employment.]

Income and Resources of Individuals Other Tian Eligible Individuals and
Eligible Spouses

(f) (1) For purposes of determining eligibility for and the amount
of benefits for any individual who is married and whose spouse is
living with him ini the same household but is not an eligible spouse.
such individual's income and resources shall be deemed to include any
income and resources of such spouse, whether or not available to such
individual, except to the extent determined by the Secretary to be
inequitable under the circumstances.

(2) For purposes of determinincr eligibility for and the amount of
benefits for any individual who is [a child under age 21] under age 18.
such individual's income and resources shall be deemed to include any
income and resources of a parent of such individual (or the spouse of
such a parent) who is living in the same household as such individual.
whether or not available to such individual, except to the extent de-
termined by the Secretary to be inequitable under the circumstances.

Part B-Procedural and General Provisions

Payments and Procedures

Payment of Benefits

Sec. 1631. (a) (1) Benefits under this title shall be paid at such
time or times and in such installments as will best effectuate the pur-
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poses of this title, as determined under regulations (and may in any
case be paid less frequently than monthly where the amount of the
monthly benefit would not exceed $10).

(2) Payments of the benefit of any individual may be made to any
such individual or to his eligible spouse (if any) or partly to each, or,
if the Secretary deems it appropriate to any other person(including
an appropriate public or private agency) who is interested in or con-
cerned with the welfare of such individual (or spouse). Notwith-
standing the provisions of the preceding sentence, in the case of any
individual or eligible spouse referred to in section 1611 (e) (3) (A), the
Secretary shall provide for making payments of the benefit to any
other person (including an appropriate public or private agency) who
is interested in or concerned with the welfare of such individual (or
spouse), unless, and only so long as, the Secretary deternines, upon the
eertipfrtion of the physician atte"ding such ind duall or spouse 1,1 the
institution or facility where such individual or spouse i8 undergoing
treatment as required by such section, that the payment of benefits di-
rectly to such idividual or spouse woould be of signifwant therapeutic
value to him and that there iq substantial reason to believe that he
toouUr not misuse or improperly spend the funds involved.

(3) The Secretary may by regulation establish ranges of incomes
within which a single amount of benefits under this title shall apply.

(4) The Secretary-
(A) may make to any individual initially applying for bene-

fits under this title who is presumptively eligible for such benefits
and who is faced with financial emergency a cash advance against
such benefits in an amount not exceeding $100, and

(B) may pay benefits under this title to an individual apply-
ing for such benefits on the basis of disability or blindness for
a period not exceeding 3 months prior to the determination of
such individual's disability or blindness, if such individual is
presumptively disabled or blind and is determined to be other-
wise eligible for such benefits, and any benefits so paid prior
to such determination shall in no event be considered overpay-
ments for purposes of subsection (b) solely because such indi-
vidual is determined not to be disabled or lind.

(5) Payment of the benefit of any individual who is an aged, blind,
or disabled individual solely bv reason of blindness (as determined
tinder section 1614(a) (2)) or disability (as determined under section
1614(a) (3)), and who ceases to be blind or to be under such disability,
shall continue (so long as such individual is otherwise eligible)
through the second month following the month in which such blind-
ness or disability ceases.

Overpayments and Underpayments

(b) (1) Whenever the Secretary finds that more or less than the cor-
rect amount of benefits has been paid with respect to any individual,
proper adjustment or recovery shall, subject to the succeeding provi-
sions of this subsection, be made by appropriate adjustments in future
payments to such individual or by recovery from or payment to such
individual or his eligible spouse (or by recovery from the estate of
either). The Secretary shall make such provision as he finds apropri-
ate in the case of payment of more than the correct amount of benefits
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with respect to an individual with a view to avoiding penalizing such
individual or his eligible spouse who was without fault in connection
with the overpayment, if adjustment or recovery on account of such
overpayment in such case would defeat the purposes of this title, or be
against equity or good conscience, or (because of the small amount
involved) impede efficient or effective administration of this title.

(B) For payments.of monthly insuirance benefits which are consid-
ered to have been paid as an advance under this title, see section 1132.

Administration

Sec. 1633. (a) Subject to subsection (b), the Secretary may make
such administrative and other arrangements (including arrangements
for the determination of blindness and disability under section 1614(a)
(2) and (8) in the same manner and subject to the same conditions as
provided with respect to disability determinations under section 221)
as may be necessary or appropriate to carry out his functions under
this title.

(b) In determining, for purposes of this title, whether an individual
is blind, there shall be an examination of such individual by a physi-
cian skilled in the diseases of the eye or by an optometrist, whichever
the individual may select.

(c) (1) The Secretary i authorized and directed to enter into ar-
rangements with States to provide for the hiring and training by the

states of individual to serve n ,Nom*al ,Sec,4ty,.4,miiaration Afflewx,
and local public assistance offlees, to provide ifo0YloO to individ-
uale rereiling benefits under this title ce nin. other public assist-
one program and services aailable to sueih individuals, and to pro-
vide information to indiriduls concerning benefts available under
this title.

(2) No individual shall be hired under the provisions of this sub-
section unless such individual iqon eliible individual as dhned in
section 1611, or would be an eligible individual but for the income
reeehi'ed by. such indiv-idual under the provi of this subsi

(3) The agreement entered into between the Seetar d any State
under this section shall provide for the reimbursement of the expenses
of such State in implementing the provisions of thi section in an
amnunt t'hirh does not exceed for any fascll year the product of $5,-
OO/O 0 multiplied by the ratio of individuals who received supple-
mental security income benefits in such State (including individuas
who received benefits under an. agreement entered into under section
1616) for the December preceding suck fiscal year to the total number
of individuals who received such benefits for such December in all
the States.

(4) No person hired under the preon'ion of this subsection shall
receive remuneration for employee, from funds appropriated under
this title in an amount in excess of $5/t00 per year.

Part C-State Plans To Meet Nonrecurring Emergency Needs

Autlorization of Appropriations

Sec. 1641. For the purpose of enabling each State to meet nonre-
curring emergency needs of individuals in such State who are recipi-
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entA of supplemental security income benefits under this title, there is
author we to be appropriated, for the fiscal year commewing Octo-
ber 1, 1979, the sum of $10 ,000, and for each fiscal year thereafter,
such sums as may be necessary.

Allotments to States

Sec. 1642. The sum appropriated pursuant to section 1641 for any
folcal year shall be allotted by the Secretary to each State in an amount
which bears the same ratio to such sum as the number of individuals
in such State who are recipients of upplemental security income bene-
fits (or supplementary payments made by the Secretary under an
agreement entered into under section 1616 or an administration agree-
ment entered into under section 212(b) of Public Law .9-66) bears to
the number of such individuals in all the States in the United States.
The Secretary shall promulgate the allotment of each State for each
focal year under this paragraph prior to the first daK ofthe third
month of the preceding fiscal year, as determned on t e basis of the
mst recent satisfactory data available from the Department of
Health, Education, and Welfare.

Pagment to States

Sec. 1643. From the sums appropriated therefor and the allotment
available under this part, the Secretary shall from time to time pay
to each State which has an approved State plan under this part an
amount equal to 50 per centum of the expenditures made by the State
during such year in providing emergency assistance to meet the non-
recurrinq needs of individuals in such State who are recipients of.
or eligible for supplemental security income benefits or payments
of the type described in section 1616 or in section 212(b) of Public
Law 93-66. Payment hereunder may be made in adranee, mi the basis
of estimated expenditures, or by ay of reimbursement.

State Plans

Sec. 1644. (a) A State plan to meet the nonrecurring emergency
needs of recipients in such State of benefits or payments (referred to
in section 1642) made by the Secretary must-

(1) provide that the State plan shall be administered by the
State agency having responsibility of furnishing services to indi-
viduals described in section 2002 (a) (4) (C),

(2) conform with such of the requirements, imposed as a con-
dition for Federal financial participation under title XX in State
programs established to carry out the purposes of .suh title, as
the secretary. shall prescribe for the effective administration of
such State plan, an

(3) contain such other provisions as the Secretary shall pre-
scribe to assure that the purposes of this part are effectively,
efciently, and economically carried out.

(b) The Secretary shall approve any plan which fulfills the condi-
tions spei fed by or puruant to subsection (a).
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Operation of State Plans

Sec. 1645. If the Secretar . after reasonable notice and opportunity
for hearing to the State. finds that the State plan of any ,tate. ap-
proved by the Secretary under this part, is so changed that it no
loger complies with the requircmnents imposed under section 164(a).
or that, in the administration of the plan there is a failure to comply
substantially with any of such requiremen-t, the Secretary shall notify
the State that further payments will not be made to the State (or, in
his dicretionN that payments will be limited to categories under or
parts of the State plan not affected by such failure) until the Secreta
is satis ed that such plan is no longer so changed or that there is no
longer any uch failure to comply. Until he is so satisfied he shall
make no further payments to xuch State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Defnition* and Limitations

Sec. 1646. (a) When used in this part-
(1) the term "State" means one of the fifty States or the District

of Columbia;
(2) the term "emergency assistance" means the provision of such

payments of monei., payments in kind. or services as the State
may specify (consistent with relations prescribed by the Sec-
retary) to assist an eligible individual ;n meeting a nonrecurring
emergency need: and

(3) the term "non 'ecrrinq emergency. need" means an occrur-
rence or condition, which is of a nonrecurrinq nature and which
for a limited time makes necessamy the pro,.isio of money pa -

meats in. kind, or service to enable an eiqible indi,'idlial to avoid
destitution. to pro,.ide lid a aranqements for stch irdii'idual.
or to meet such. other situations as the .Staie, mai specify ro-
sistent u-ith .qvulatios prescribed biv the Secretar.) as would.
except for the p ,isioi, of the neressarv, aimefnts Or series to
alleviate the situation ;nol'ed. be ertremi, id detrimental to the
life. health, and well-being of the eli.qible ;ndii'idual affected
thereby.

(b) Nottoithstandinq any other prorison of this part. Federal finan-
cidl partiipation. in an expendture for emera.nw assistance under
this part shall be limited (wvith respect to any indiidual) to one period,
not in excess of 30 days, in any 19-month period.

TITLE XIX--GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

Payment to States
See. 1403. (a) * * *
(n) Wheneer medirol arssistanvue is furn1hwe,. under a State. pln

(apnrored tinder th; title., to an ind,,idual whno has b'en found by
the State to be eliq'le there for bowumte of an err'emenueo determination
by the Secretarjy that such individual was eligible for benefs under
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the supple met l secuity income program establihe by title Zvi
(or under a State supplement at ion program administered by the See.
retary pursuant to an e entered into under section 1616 of this
Act or .setion 212(b) (1) of Public Law 93-66), the amout of the
expenditure* made by the State (emoept to the extent that reeoteey
thereof is mode) in furnishing such assistance to such irdi,,idttal. sh2.
for prose. of the preceding 1714" of this section, be regarded as
having been made to an individual who was eligible therefor under the
state plan.

* S * S S * *

Definitions

Sec. 1905. For purposes of this title--
(a) * *
(b) The term "Federal medical assistance percentage" for any

State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage whichbears the same ratio
to 45 per centum as the square of the per capita income of such State
bears to the square of the per capita income of the continental United
States (including Alaska) and Hawaii; except that (1) the Federal
medical assistance percentage shall in no case be less than 50 per cen-
tum or more than 88 per centum, and (2) the Federal medical assist-
ance percentage for Puerto Rico, the Virgin Islands, rand! Guam, and
the Commonwealth of the Northern Mariano Islands, shall be 50
per centum. The Federal medical assistance percentage for any State
shall be determined and promulgated in accordance with the pro-
visions of subparagraph (B) of section 1110(a) (8). Notwithstand-
ing the first, sentence of this section, the Federal medical assistance
percentage shall be 100 per centum with respect to amounts expended
as medical assistance for services which are received through an Indian
•Health Service facility whether operated by the Indian Health Serv-
ice or by an Indian tribe or tribal organization (as defined in section 4
of the Indian Health Care Improvement Act).

TITLE XX--GRANTS TO STATES FOR SERVICES
* , , * S * ,

Payments to States

Sec. 2002. (a)(1) * * *
(2) (A) No payment with respect to any expenditures other than

expenditures for personnel training or retraining directly related to
the provision of services may be made under this section to any State
for any fiscal year in excess of an amount which bears the same ratio
to V2,500,0000000] $9,700,0001000 as the population 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 paragTaph prior to the first day of the
third month of the preceding fiscal year. as determined on the basis
of the most recent satisfactory data available from the Department
of Commerce.
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(B) (i) Each State with respect to which a limitation is promul-
gated under subparagraph.(A) for any fiscal year shall, [at the earliest
practicable date after] prior to the commencement of such fiscal year
(and in accordance with regulations prescribed by the Secretary),
certify to the Secretary whether the amount of its limitation [is greater
or] exoeed# or i# 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] ex-
ceede or is less than such need.

(i) If-
(1) any State which certified under clause (i) that its limita-

tion for any fical year is equal to or es than the amount needed
by the State (for uses to which the limitation applies) subse-
quently determines that the amount of such limitation eoceeds the
amount so needed, or

(I) any State which certified under clause (i) that its limita-
tion for any fisoal year exceeded the amount needed by the State
(for such uses) subsequently determines that the amount of such
limitation eweed d the amount so needed by more than the amount
o th e excess so certifad,

suchA shall certify to the secretaryy the amount. or the additional
amount, by whthe limitation eceeds swh 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).3

(C) 1f any State cert400e-
(i) in accordance with subparagraph (B) (i) that the amount

of its limitation for any fiscal year as promulgated under subpara.
gr;ph (A) wcsedi its wedd or such year, or

(ii) in accordance with subparagraph (B) (ii) that the amou'
of its limitation for such floeal year as so promulgated em~eeds its
need for such year or ea'ceeds such need by an additional amount,

then such limitation shall be reduced by the amount of such excess or
such additional excess,- and the amount of the reduction shall be avail-
able 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
urisdiction 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
available 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 which have been made avail-
able as of any time during the fiscal year, pursuant to subparagraph
(C), are insufficient to meet the requirements of this clause, then such
amounts as [are available] have theretofore been made maailzble shall
be allotted to each of the three jurisdictions in proportion to their
respective popuistions.
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EXCERPTS FROM THE INTERNAL
REVENUE CODE OF 1954

26 U.S.C. 1-

Subtitle A-Income Taxes

CHAPTER I-NORMAL TAXES AND SURTAXES

SUBCHAPTER A-DETERMINATION OF TAX LIABILITY

Part IV-Credits Against Tax

Subpart A--Credits Allowable
9 9 9 9 9 9 9

SEC. 40. EXPENSES OF WORK INCENTIVE PROGRAMS.
(.) GENZAL RuLz.-There shall be allowed, as a credit against the

tax imposed by this chapter, the amount determined under subpart C
of this part.

(b) RouLAnorIs.-The Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of this section and
subpart C.

SEC. 43. EARNED INCOME.
(a) ALLOWANCE OF CRmrr.--In the case of an eligible individual,

there shall be allowed as a credit against the tax imposed by this
chapter for the taxable year an amount equal to 10 percent of so much
of the earned income for the taxable year as does not exceed $4,000.

SEC. 50B. DEFINITIONS; SPECIAL RULES.

(a) WORK INCeNTriW ePORAM ExPENsE.-
(1) IN 1ozNMAL.-For purposes of this subpart, the term "work

incentive program expenses" means the sum of-
(A) the amount of wages paid or incurred by the taxpayer

for services rendered during the first 12 months of employ-
ment (whether or not consecutive) of employees who are
certified by the Secretary of Labor as-

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

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

(B) the amount of Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer for serv-
ices rendered during the first 12 months of employment
(whether or not consecutive).



228

(2) Duimrro.-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 service
rendered to the taxpayer by an eligible employee-

(A) before January 1, 1980, or
(B) in the case of an eligible employee whose services an-

performed in connection with a child day care services pro-
gram of the taxpayer, before [October 1, 1977J October 1.
1982.

(8) Exomuszo.--No item taken into account under paragraph
(1) (A) shall be taken into account under paragraph (1) (B). No
item taken into account under paragraph (1) (B) shall be taken
into account under paragraph (1) (A).

(b) WAGM-For purposes of subsection (a), the term "wages"
means only cash remuneration (including amounts deducted and with-
held I AI(C) LrAWAOSS.-

(1) TRADEz oR BUSI siNS rxs.-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) REIMaRmmr u zwsms--No item shall be taken into account
under subsection (a) to the extent that the taxpayer is reimbursed
for such item exceptt for item consisetig ofcages for which
reimbusement i made twder the pmnvieons of section 3(c) of
Public Law 94-401).

(3) GEOGRAPHICAL IMITrATo.-NO item shall be taken into
account under subsection (a) with respect to any expense paid or
incurred by the taxpayer with respect to employment outside the
United States.

(4) MAxrunx PEmOD oP TRAINING OR ISTRruCrIo.-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 begi-
ning with the date of initial employment of such employee by the
taxpayer.5) IlNrLuOmLz! n~rnvmu.,-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
taxpayer is a corporation, to an individual who owns, di-
rectly or indirectly, more than 50 percent in value of the
outan .ding 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 bears any of the relationships described i ragraphs
(1) through (8) of section 152(i) to a grantor, beneficiry,
or fiduciary ofthe estate or trust, or .)_of.,

(C) is a dependent (described in section 152(a) (9)) of the
taxpayer, or, if the taxpayer is a corporation, of an individual
described in subparagraph (A), or, if the taxpayer is an
estate or trust, of a grantor, beneficiary, or fiduciary of the
estate or trust.
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(d) SunciwH rza S CoolwroNs.-In case of an electing small busi-n orporation (as defined in section 1371)-
(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
umer paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

(e)EsTATs mAN Taurs.-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 benefi-ciaries on the basis of the income of the estate or trust allocable toeach
(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

(8) the $50,000 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 $50,000 as
the amount of the expenses allocated to the trust under paragraph
(11bears to the entire amount of such expenses.

(f ) LnArraTioNs WrrH RSPr TO CzRTAii Ro i.-In the case
of-

(1) an organization to which section 593 applies,
a regulated investment company or a real estate investment

trust subject to taxation under subchapter M (section 851 and
following), and

(3) a cooperative organization described in section 1381(a),
rules similar to the rules provided in section 46(e) shall apply
under regulations prescribed by the Secretary.

(g) ELoir~z Em'wm-
(1) EuowLz EMPLoY.-For purposes of subsection (a) (1)

(B), 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
being eligible for financial assistance under part A of title
IV of the Social Security Act and as having continuously
received such financial assistance during the 90 day period
which immediately precedes the date on which such individ-
ual is hired by the taxpayer,

(B) who has been employed by the taxpayer for a period
in excess of 30 consecutive days on a substantially full-tim.
basis, or in the caae of an individual whoe service. ar per-
formed in connection with a child day care program ol the
taxpayer, on either a full-time or part-time bais,

(C) who has not displayed 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 bsi-
ness of the taxpayer.
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(2) M wo mnL-For purposes of paragraph (1), the
term "migrant worker" means an individual who is employed for
services for which the custmnary period of employment by one
employer is less than 80 days if the nature of such services re-
quires that such individual travel from place to place over a short
period of time.

(h)Cumu RmmO.-
For application of this subpart to certain acquiring corpxwstons.

see section 381(c) (24).
* * * * * *

Subtitle C-Employment Taxes

CHAPTER 23-FEDERAL UNEMPLOYMENT TAX ACT

SEC S4. APPROVAL OF STATE LAW&
(a) Raunuimmun.-The Secretary of Labor shall approve any

State law submitted to him, within 30 days of such submission, which
he finds provides that-

(16) (A) oage information contain ed in the record, of theagency administering the State law which is necessary. (arde-
ternined by the Secretary of Health, Eduation, and Welfare in
regulation.) for purpose. of determining a individual's eligi-
bility for aid or sertn , or the nmouta of such aid or services.

der a State plan for aid and series to needy famRis with
children approved wuaer part A of titZe IV of the Social Secutity
Act, #hal be made avaiile to a State orpotical siision
thereof, when swk in oewation w " $ e by such
State &r political sub iviion for suck Purpose, and

(B) suck safeguard. are esa.blithed as are sieceasary (a# de-
term~aed by the Secr~etary of Heakth Edtacati~o, and Welfare in
requltina to itsure that suck in 0W~tO is und oway for the

[(16] (17) all the rights, privilege"s or immunities conferred
by such law or by acts done pursuant thereto shall exist subject
to the power of the legislature to amend or repeal such law at any
time.

(b) NoCFnAnTow.--Th Secretary of Labor shall, upon approving
such law, notify the governor of the State of his approval.

Excerpts from Public Law 90-248 (Social Security Amendments
of 1967)

Work Incentive Program for Recipients of Aid Under Part A of
Title IV

(0) ( a) * *
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[(2) The provisions of section 409 of the Social Security Act shall
not apply to any State with respect to any quarter beginning after
June 80, 19M8.3

Sec. 248. * * *
(b) Notwithstanding subparagraphs (A) and (B) of section 403(a) (3) of such Act (as amended by this Act), the rate specified in

such subparagraphs in the case of Puerto Rico, the Virgin Islands,
[and] Guam, and the Commonwealt of the Northern Marina
islands, shall be 60 per centum (rather than 75 or 85 per centum).

(c) Effective July 1, 1989, neither the provisions of clauses (A)
through (C) of section 402(a) (7) of such Act as in effect before the
enactment of this Act nor the provisions of section 402(a) (8) of such
Act as amended by section 202(b) of this Act shall apply in the case of
Puerto Rico, the Virgin Islands, oIor Guam, or the Oommonwealth
of the Northern Marina Islands. Effective no later than July 1, 1972
the State plans of Puerto Rico, the Virgin Islands,[and3 Guam, ;n
the 67.menowealth of the Northern Ml ria.na Islands approved under
section 402 of such Act shall provide for the disrgarding of income
in making the determination under section 402(a) (7) of such Act in
amounts (agreed to between the Secretary and the State agencies
involved) sufficiently lower than the amounts specified in section 40-2
(a) (8) of such Act to reflect appropriately the applicable differences
in income levels.

(d) The amendment made by section 220(a) of this Act shall not
apply in the case of Puerto Rico, the Virgin Islands, [or] Guam or
the Commonwealth of the Northern Mariana Islands.

* , * , S S *

Excerpt From Public Law 90-321 (Consumer Credit
Protection Act)

* , , * S * S

TITLE III-RESTRICTION ON GARNISHMENT
* , , , * , S

Sec. 301. Findings and purpose
(a) The Congress finds:

(1) The unrestricted garnishment of compensation due for per-
sonal services encourages the making of predatory extensions of
credit,. Such extensions of credit divert money into excessive credit
payments and thereby hinder the production and flow of goods in
interstate commerce.

(2) The application of garnishment as a creditors' remedy fre-
quently results in loss of employment by the debtor, and the
resulting disruption of employment, production, and consumption
constitutes a substantial burden on interstate commerce.

(3) The great disparities among the laws of the several States
relating to garnishment have, in effect, destroyed the uniformity
of the bankruptcy laws and frustrated the purposes thereof in
nany areas of the country.

(b) On the basis of the findings stated in subsection (a) of this sec-
tion, the Congress determines that the provisions of this title are neces-
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sary and proper for the purpose of carrying into execution the powers
of the Congress to regulate commerce and to establish uniform bank-
ruptcy laws.
Se. 302. Definitions

For the purpose of this title:
(a) The term "earnings" means compensation paid or payable, for

Personal services,.whether denominated as wages, salary, commission.
bonus, or otherwise, and includes periodic payments pursuant to a
pension or retirement program.

(b) The term "disposable earnings" means that part of the earnings
of any individual remaining after the deduction from those earnings
of any amounts required by law to be withheld.

(c) The term "garnishment" means any legal or equitable procedure
through which the earnings of any individual are required to be
withheld for payment of any debt.
Sec. 303. Restriction on garnishment

(a) Except as provided in subsection (b) and in section 305, the
maximum part of the create disposable earnings of an individual
for any workweek which-is subjected to garnishment may not exceed

(1) 25 per centum of his disposable earnings for that week, or
(2) the amount by which his disposable earnings for that week

exceed thirty times the Federal minimum hourly wage prescribed
by section 6(a) (1) of the Fair Labor Standards Act of 1938 in
effect at the time the earnings are payable,

whichever is less. In the case of earnings for any pay period other
than a week, the Secretary of Labor shall by regulation prescribe a
multiple of the Federal minimum hourly wage equivalent in effect to
that set forth in paragraph (2).

(b) (1) The restrictions of subsection (a) do not apply in the case of
(A) any order for the support of any person issued by a court

of competent jurisdiction or in accordance with an administrative
procedure, which is established by State law, which affords stb-
stantial due process, and is subject to judicial review,

(B) any order of any court of bankruptcy under chapter XIII
of the Bankruptcy Act,

(C) any debt due for any State or Federal tax.
(2) The maximum part of the aggregate disposable earnings of an

individual for any workweek which is subject to garnishment to en-
force any order for the support of any person shall not exceed-

(A) where such individual is supporting his spouse or depend-
ent child (other than a spouse or child with respect to whose
support such order is [usedj ind, 50 per centum of such indi-
vidiual's disposable earnings for that week, and

(B) where such individual is not supporting such a spouse or
dependent child described in clause (A), 60 per centum of such
individual's disposable earnings for that week;except that, with respect to the disposable earnings of any individual

for any workweek, the 50 per centum specified in clause (A) shall be
deemed to be 55 per centum and the 60 per centum specified in clause
(B) shall be deemed to be 65 per centum, if and to the extent that
such earnings are subject to garnishment to enforce a support order
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with respect to a period which is prior to the twelve-week period
which ends with the beginning of such workweek.

(c) No court of the United States or any State, and no State (or
offer or agency thereof) may make, execute, or enforce any order or
process in violation of thi section.
Sec. 304. Restriction on discharge from employment by reason of

garnishment
(a) No employer may discharge any employee by reason of the

fact that his earnings have been subjected to garnishment for any one
indebtedness.

(b) Whoever willfully violates subsection (a) of this section shall be
fined not more than $1,000, or imprisoned not more than one year, or
both.
Sec. 305. Exemption for State-regulated garnishments

The Secretary of Labor may by regulation exempt from the pro-
visions of section 303 (a) and (b) (2) garnishments issued under the
laws of any State if he determines that the laws of that State provide
restrictions on garnishment which are substantially similar to those
provided in section 303(a) and (b) (2).
Sec. 306. Enforcement by Secretary of Labor

The Secretary of Labor, acting through the Wage and Hour Divi-
sion of the Department of Labor, shall enforce the provisions of this
title.
Sec. 307 Effect on State laws

This title does not annul, alter, or affect, or exempt any person from
complying with, the laws of any State.

(1) prohibiting garnishments or providing for more limited
garnishments than are allowed under this title, or

(2) prohibiting the discharge of any employee by reason of the
fact that his earnings have been subjected to garnishment for
more than one indebtedness.

Excerpts From Public Law 93-66, As Amended

TITLE II-PROVISIONS RELATING TO THE
SOCIAL SECURITY ACT

Part B-Provisions Relating to Federal Program of
Supplemental Security Income

* S S * * * *

Mandatory Minimum State Supplementation of SSI Benefits
Program

Sec. 212. (a) (1) In order for iny State (other than the Common-
wealth of Puerto Rico, Guam, or the Virgin Islands) to be eligible for
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payments pursuant to title XIX, with respect to expenditures for any
quarter beginning after December 1973, such State must have in effect
an agreement with the Secretary of Health, Education, and Welfare
(hereinafter in this section referred to as the "Secretary") whereby
the State will provide to individuals residing in the State supple-
mentary payments as required under paragraph (2).

(2) Any agreement entered into by a State pursuant to paragraph
(1) shall provide that each individual who-

(A) is an aged, blind, or disabled individual (within the
meaning of section 1614(a) of the Social Security Act, as enacted
by section 301 of the Social Security Amendments of 1972), and

(B) for the month of December 1973 was a recipient of (and
was eligible to receive) aid or assistance (in the form of money
payments) under a State plan of such State (approved under
title I, X, XIV, or XVI, of the Social Security Act)

shall be entitled to receive, from the State, the supplementary pay-
ment described in paragraph (3) for each month, beginning with
January 1974, and ending with whichever of the following first occurs:

(c) the month in which such individual dies, [or]
(D) the first month in which such individual ceases to meet

the condition specified in subparagraph (A)[;J,
[except that no individual shall be entitled to receive such supple-
mentary payment for any month, if, for such month, such individual
was ineligible to receive supplemental income benefits under title
XVI of the Social Security Act by reason of the provisions of section
1611(e) (1) (A), (2), or (3), 1611(f), or 1615(c) of such Act.

(E) the #ret month after the month of enactment of the Public
Assistance A mendments of 1977 for which such individual i not
a rmident of the State to which the prv&uiMion of subparagraph
(B) applii,

(F) the first month after the month of enactment of the Public
Asmistanwe AmendmentA of 1977 for which the sum of suh indi-
viduals title X VI be nefit plus other income (as determined under
paragrazph (3) (C) ) ma, any~, periodic itate supplemen t eaxceed8
the amount of such individual's December 1.9Z income (as de-
ternned under graph (3) (B)) as reduced by the amount, if
any, by which the amount of the supplementary payment payable
under the agreement entered into under this subsection. to such
individual has been reduced under the provisions of paragraph
(3) (D),

(G) the first month after the month of enactment of the Publir
Assistance Amendments of 1977 for which such individual is
ineligible to receive supplemental security income benef t under
title XVI of the Social Security Act by reason of the-promgtwn
of sect ion 1611(e) (1) (A) (emmept in the case of an. individual
w o isin a pubUc tionwich is a hpi , extended cae
facility, nursing home, or intemediate care facility), 1611(e)
(R) or (3), 1611(f), or 1615(c) of such Act, or

(H) the first month after the month of enactment of the Public
Assistame Amendments of 1977 for which such individual is
in bk tb to iveM pmea security income benefit under
titk XVI of the Social SeruritV Act by reason of thi provisions
of section 1611(a) (1) (B) or () (B) of such Act;
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ezcept that ,no imtdiidual 8hall be eligible to receive suc aulm w
t for any month, if, for 8uh months sk iadvidual i8

4i 0ibto receive atpplementa2 secuity *cmebeff2 Under tile
XI 17 f the Socia Secur*y Act by reason oft the poi Ota. f ection
1611(e) (1) (A) of such Act as they apply in the case of an individual
who is in a public instifton which is a hospital, tended care facety,
nursing home, or intermediate care facility.

(3) (A) The supplementary payment referred to in lp2ragraph.2)which shall be paid for any month to any individual who i entitled
thereto under an agreement entered into pursuant to this subsection,
shall (except as provided in subparagraphs (D) and (E)) be an
amount equal to (i) the amount by which such individual's "December
1973 income" (as determined under subparagraph (B)) exceeds the
amount of such individual's "title XVI benefit plus other income" (as
determined under subparagraph (C)) for such month, or (ii) if
greater, such amount as the State may specify.

(B) For purposes of subparagraph (A), an individual's "December
1973 income" means an amount equal to the aggregate of-

(i) the amount of the aid or assistance (in the form of money
payments) which such individual would have received (including
any part of such amount which is attributable to meetingthe needs
of any other person whose presence in such individual's home is
essential to such individual's well-being) for the month of Decem-
ber 1973 under a plan (approved under title I, X, XIV, or XVI,
of the Social Security Act) of the State entering into an agree-
ment under this subsection, if the terms and conditions of such
plan (relating to eligibility for and amount of such aid or assist-
ance payable thereunder) were, for the month of December 1978,
the same as those in effect, under such plan, for the month of
June 1973, together with the bonus value of food stamps for
January 1972, as defined in section 401(b) (3) of Public Law
92-603, if, for such month, such individual resides in a State
which provides State supplementary payments (I) of the type
described in section 1616(a) of the Social Security Act, and (II)
the level of which has been found by the Secretary pursuant to
section 8 of Public Law 93-233 to have been specifically increased
so as to include the bonus value of food stamps, and

(ii) the amount of the income of such individual (other than
the aid or assistance described in clause (i) received by such
individual in December 1973, minus any such income which did
not result, bit which if properly reported would have resulted
in a reduction in the amount of such aid or assistance.

(C) For purposes of subparagraph (A), the amount of an indi-
viduaFs "title XVI benefit plus other income" for any month means
an amount equal to the agate of-

(i) the amount (if any ) of the supplemental security income
benefit to which such individual is entitled for such month under
title XVI of the Social Security Act, and

(iij the amount of any income of such individual for suchmonth (other than income in the form of a benefit described in
clause ()).

96-N080-77-16
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(D) If the amount determined under subparagraph (B) (i) in-
cludes, in the case of any individual, an amount which was payable to
such individual solely because of-

(i) a special need of such individual (including any s Il
allowance for hoping, or the rental value of housing furnished
in kind to such indidual in lieu of a rental allowance) which
existed in December 1978, or

(ii) any special circumstance (such as the recognition of the
needs of a person whose presence in such individual's home, in
December 1978, was essential to such individual's well-being),

and, if for any month after December 1973 there is a change with
respect to such special need or circumstance which, if such chnge
had existed in December 19782 the amount described in subparagraph
(B) (i) with respect to such individual would have been reduced on
account of such change, then, for such month and for each month
thereafter the amount of the supplementary payment payable under
the agreement entered into under this subsection to such individual
shall (unless the State, at its option, otherwise specifies) be reducedby an amount equal to the amount by which the amount (described
in subparagraph (B) (i)) would have been so reduced. Determinations
made tith respect to a change in .uch special need or circuwntawe
shall be made by the State and certi$ed to the Secretary. The State
shall provide an opporftnity for a hearing for any individual with
respect to whom tuch a deterination is imade if tuck individual dis-
agrees with suck determination.

(E) (i) In the case of an individual who, for December 1973 lived
as a member of a family unit other members of which received aid
(in the form of money payments) under a State plan of a State
approved under part A of title IV of the Social Security Act, such
State at its option, may (subject to clause (ii)) reduce such individ-
ual's December 1973 income (as determined under subparagraph (B))
to such extent as may be necessary to cause the supplementary pay-
ment (referred to in paragraph (2)) payable to such individual for
January 1974 or any month thereafter to be reduced to a level designed
to assure that the total income of such individual (and of the members
of such family unit) for any month after December 1973 does not
exceed the total income of such individual (and of the members of
such family unit) for December 1973.

(ii) The amount of the reduction (under clause (i)) of any individ-
ual's December 1973 income shall not be in an amount which would
cause the supplementary payment (referred to in paragph (2))
payable to such individual to be reduced below the amount of such
supplementary payment which would be payable to such individual
if he had, for the month of December 1973 not lived in a family,
members of which were receiving aid under part A of title IV of the
Social Security Act, and had had no income for such month other
than that received as aid or assistance under a State plan approved
under title I, X, XIV, or XVI of the Social Security Act.

(b) (1) Any State having an agreement with the Secretary under
subsection (a) may enter into an administration agreement with the
Secretary whereby the Secretary will, on behalf of such State, make
the supplementary payments required under the agreement entered
into under subsection (a).
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(2) Any such administration agreement between the Secretary and
a State entered into under this subsection shall provide that the State
will (A) certify to the Secretary the names of each individual who,
for December 1978, was a recipient of aid or assistance (in the form of
money payments)- under a plan of such State approved under title I,
X, XIV, or XVI of the Social Security Act, together with the amount
of such assistance "ble to each such individual and the amount of
such individual's December 1973 income (as defined in subsection
(a) (8) (B)), and (B) provide the Secretary with such additional
data at such times as the Secretary may reasonably require in order
properly, economically, and efficiently to carry out such administra-
tion agreement.

(3) Any State which has entered into an administration agreement
under this subsection shall, at such times and in such installments as
may be agreed upon between the Secretary and the State, pay to the
Secretary an amount equal to the expenditures made by the Secretary
as supplementary payments to individuals entitled thereto upder the
agreement entered into with such State under subsection (a).

(c) (1) Supplementary payments made pursuant to an agreement
entered into under subsection (a) shall be excluded under section
1612(b) (6) of the Social Security Act (as in effect after December
1973) in determining income of individuals for purposes of title XVI
of such Act (as so in effect).(2) Supplementary payments made by the Secretary (pursuant to
an administration agreement entered into under subsection (b)) shall.
for purposes of section 401 of the Social Security Amendments of
1972, be considered to be payments made under an agreement entered
into under section 1616 of the Social Security Act (as enacted by sec-
tion 301 of the Social Security Amendments of 1972); except that
nothing in this paragraph shall be construed to waive, with respect to
the payments so made by the Secretary, the provisions of subsection
(b) of such section 401.

(d) For purposes of subsection (a) (1), a State shall be deemed to
have entered into an agreement under subsection (a) of this section if
such State has entered into an agreement with the Secretary under
section 1616 of the Social Security Act under which-

(1) individuals, other than individuals described in subsection
(a) (2) (A) and (B), are entitled to receive supplementary pay-
ments, and

(2) supplementary benefits are payable, to individuals
described in subsection (a) (2) (A) and(B) at a level and under
terms and conditions which meet the minimum requirements
specified in subsection (a).

(e) (1) Except as the Secretary may by regulations otherwise pro-
vide, the provisions of title XVI of the Social Security Act (as enacted
by section 301 of the Social Security Amendments of 1972), including
the provisions of part B of such title, relating to the terms and condi-
tions under which the benefits authorized by such title are payable
shall, where not inconsistent with the purposes of this section, beappU-
cable to the payments made under an agreement under subsection b
of this section; and the authority conferred upon the Secretary by sh
title may, where appropriate, be exercised by him in the administration
of this section.
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(0) The de$a lion of income contained in section 1610 of the Soci,
Seoury Act ebal hepicable in detrmding iw ce for pu es
of determine eigibity for, and the moun t of, pWnenft made
under an a niktraan agreement under bbec, o, (,). Awr State
whichdoe s not enter into an adnvt rati on agreement under ubsec-
tion () Tmyuse such desution Of income to deternine plibliy for,
and the amount of, .tspplementary bewtt required by thi section,
or such State myset detu t ition of icom which wa used bsuchk
State in determining eligibility for, nd the an t of, ammtance
under the State plan approved under title 1, X, XIV, or XVI of the
S social Secity Act a8 in effect for the month of June 1.97 3

(f) he provisions of subsection (a) (1) shall not be applicable in
the cm of any StatJ

(1) the Constitution of which contains prmiions which make
it impsble for such State to enter into and comment carrying
outo in January 1, 1974) an agreement referred to in subsection
(a), and

(E)ethe AFtorny General (or other appropriate State official)
of which has, prior to July 1, 1973, made a findn that the State
Constitution of such Stake conain limitations which prevent
such State from making supplemental pyet ftetp
described in section 1616 of the paymentsSofutheytype

Excerpts From Public Law 93-647, as Amended (Social Services
Amendments of 1974)

Part A-Social Services Amendments

See.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-

(A) the day in the twelve-month period beginning October 1,
1975, or
1 B) the day in the twelve-month period beginning October 1,

1W 6,
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 Act, as amended by this Act, the aggregate expenditures re-
quired by that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
the amount that would otherwise be required under that subsection as
the number of months in the State's first services program year bears
to twelve.

(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 [October 1,
1977] Octor 1, 1978, in connection with the provision of child day
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care services in day care centers and group day care homes, in the case
of children between the " of six weeks and six years, may be made
without regard to the requirements relating to stMii standards which
am imposed byor under section200(a)(9)(A)(i ofsuchActso
long as thesA g standards actually being apph in the provision of
the services involved [(A)] comply with applicable State law (as in
effect at the time the services are provided)[, (B) are no lower than
the responding staffing standards which were imposed or required
by applicable Staft 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 cor-
respnding standards actually being applied in such center or home

9n Seiter 15, 19753.
(b) The amendments made by section 3 of this Act shall be effective

with respect to payments under sections 403 and 603 of the Social
Security Act for quarters commencing after September 30, 1975, ex-
cept that the amendments made by section 8(a) shall not be effective
with respect to the Commonwealth of Puerto Rico, the Virgin Islands,
[or] Guam, or the Comwmwna ealth of the Northmern im a m I&nds.

Excerpts from Public Law 94-120

See. 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 pur-
suant 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 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) anyexpenditure 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
under this title.".

(3) Section 2002(a)(7) (A) of such Act is amended by inserting
"(except as provided in paragraph (11) (D))" immediately after
"other remedial care".
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(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 onlyfor the period beginning October 1,1975, and ending January 81,1976;
and, on and after February 1, 1976, sections 2002(a) (7), 2002 (a) (11),
and 2003 of the Social Seurity Act shall read as they would if such
amendments had not been made.

Excerpts From Public Law 94-331

SEC. 2. EXCLUSION FROM INCOME UNDER THE SUPPLE-
MENTAL SECURITY INCOME PROGRAM.

(a) IN GzNmwA.-Section 1612(b) of the Social Security Act is
amended-

(1) by striking out the word "and" which appears at the end
of paragraph (9),

(2) by striking out the period at the end of paragraph (10)
andby inserting in lieu thereof "; and",

(3) by inserting the following new paragraph:
"(11) assistance received under the Disaster Relief Act of 1974

or other assistance provided pursuant to a Federal statute on
account of a catastrophe which is declared to be a major disaster
by the President.".

(b) EzcTivz DATE.-The amendments made by this Act shall be
applicable only in the case of catastrophes which occur on or after
June 1, 1976 [and before December 31, 19763.

SEC. 4. AMENDMENT TO SUPPLEMENTAL SECURITY IN-
COME PROGRAM.

(a) IW GEJUL.--Section 1612(a) (2) (A) of the Social Security
Act is amended-

(1) by striking out the word "and" which appears at the end
of clause (i) thereof and by inserting a comma in lieu of such
word, and

(2) by inserting immediately before the semicolon at the end
thereof the following: ", and (iii) support and maintenance shall
not be included and the provisions of clause (i) shall not be ap-
plicable in the case of any individual (and his eligible spouse,
if any) for the period which begins with the month in which such
individual (or such individual and his eligible spouse) began to
receive support and maintenance while living in a residential fa-
cility (including a private household) maintained by another
person and ends with the close of the month in which such indi-
vidual (or such individual and his eligible spouse) ceases to re-
ceive support and maintenance while living in such a residential
facility (or, if earlier, with the close of the fifth month following
the month in which such periodbegan), if, not more than 30 days
prior to the date on which such individual (or such individual
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and his eligible spouse) began to receive support and maintenance
while living in such a residential facility, (I) such individual (or
such individual and his eligible spouse) were residing in a house-
hold maintained by such individual (or by such individual and
others) as his or teir own home, (II) there occurred within the
area in which such household is located (and while such individ-
ual, or such individual and his spouse, were residing in the house-
hold referred to in subclws (I)) a catastrophe on account of
which the President declared a msjor disaster to exist therein for
purposes of the Disaster Relief Act of 1974 and (III) such in-
dividual declares that he (or he and his eligible spouse) ceased to
continue living in the household referred-to in subclause (II)
because of such catastrophe".

(b) Erwnvs DA.-The amendments made by this Act shall be
applicable only in the case of catastrophes which occur on or after
June 1,1976 [sand before December 81,1976].

Public Law 94-401

Be it enated by the Senat and Home of Repreaentative of the
United States of Ameriea in Ooties a#s embled, That (a) section
2002(a) of the Social Security Act is amended by adding at the end
thereof the following new paragraph:

"(14) (A) For purposes of paragraphs (5) and (6), an individual
shall, at the option of the State, be deemed to be an individual 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 rsons who receive the service are members of families with a
monthly grom income which is not more than 90 per centum of the
median income of a family of four in the State, adjusted (in accord-
ance with regulations prescribed by the Secretary) to take into account
the size of the family.

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

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

(c) Section 2002 (a) (6) of such Act is amended, in the matter pre-
ceding subparagraph (A). by inserting ", family planning services,"
immediately after "referral service".

(d) The amendments made by this section shall be effective on and
after October 1, 1975.
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Se.. IEffective February 1, 1976 section 7(a(P of Public Law
9&47 is amended by striking out "February 1, 1 6 and inserting in
lieu thereof "October 1,1977".

Smc. & (a) For purposes of title XX of the Social Security Act,
the amount of the iHmitation (imposed by section 2002(a) (2) of such
Act) which is applicable to any State for the fiscal period begiming
July 1, 1976, and ending September 30, 1976, or which is applicable
to any State for the fisca year ending September 30, 1977, 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, or

(2) an amount equal to (A) 100 per centum of such limitation
for such fiscal period or fiscal year (as determined without re-
gard to this section), plus (B) an amount equal to the sum of
0i)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 (II) with respect to which payment is authorized to be
made to the State under such title for such fiscal period or year,
and (ii) the aggregate of the amounts of the grants, made by the
State durin suchh fica period or year, to which the provisions of
subsection (c) (1) are applicable.

(b) The additional Federal funds which become payable to any
State for the Jiscal. period or fiscal year specified in subsection (a) by
reason of the provisions of such subsection, or which become payable
to any State for the )bc4 year ending September JO, 1978, or any
flecwl year thereafter which ends prior to October 1, 1985, by reason
of action 001 (a) of the Public Aaiatma Amendmneto of 1977, shall,
to the maximum extent that the State determines to be feasible, be
employed in such a way as to increase the employment of welfare
recipients and other low-income persons in jobs related to the provi-
sion of child day care services.

(c) (1) Subject to paragraph (2), sums granted by a State to a
qualified provider of child day care services (as defined in paragraph
8) (A)) during the fiscal period or fiscal year specified in subsection
a), or during the$ year ending September JO, 1978, or any to cal

year thereafter %t&icA ends &pior to October 1, 1989, to assist such
provider in meeting its Federal welfare recipient employment in-
centive expenses (as defined in paragraph (3)(B)) with respect to
individuals employed in jobs related to the provision of child day care
services in one or more child day care facilities of such provider,
shall be deemed, for purposes 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 pro-
vision 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 AcL With respect to sums to which the preceding sentence
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is applicable (ftr application of the provisions of pararaph (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 (i) the ag 1 of the

sums (as described in such paragraph) granted by any State
during the fiscal period or fiscal year specified in subi on (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 (aS) the agg gate of the maw
(as so described) grmsted by any Stato during the flooa year
ending September 30, 1978, or any P.eLo year thereafter toaioh
ends prior to October 1, 1982, ewceeda the amount by wlicAkk uc
State' alimition for that .foWl year is inreaed pursant to
,section£01 (a) of the Public Astitance Amendments of 1977 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-

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

(ii) to pay wages to any employee at an annual rate in
excess of $4,000, or to pay more than 80 per centum of the
wages of any employee, in the case of any other provider.

(8) For purposes of this subsection-
(A) the term "qualified provider of child day care services",

when used in reference to a recipient of a grant by a State,
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 service program conducted pursuant to title XX of
the Social Security Act: and

(B) the term "Federal welfare recipient emplyent expenses"
means expenses of a qualified provider of child day care services
which constitute Federal welfare recipient employment incentive
expenses as defined in section 50B(a) (2) of the Internal Revenue
Code of 1954, or which would constitute Federal welfare recipient
employment incentive expenses as so defined if the provider were
a taxpayer entitled to a credit (with respect to the wages in-
volved) 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, sub, ctto 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 80, 1977, and during the fyicu yea ending
September-30, 1978.

(2) The total amount of Federal payments which may be paid to
any State for either such fiscal year under title XX of the Social
Security Act at the rate specified in paragraph (1) shall not exceed an
amount equal to the excess (if any) of--
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t (A) the amount by which such State's limitation (as referred
to msubsection (a)) is increaed pursuant to such subsection for
such year, over

(A) the antot by whk tae ("mosad by section
MM09(a) (9). of euck A ot) which ie 4applicable to suck State for such
pw.i yea u r ww wrem.d pwwuant to sbsection (a) or pweuet to
860t60148O) (a) Of the Public Astit~mmce nmdments of 1977, ove

(B) the gregate of the amounts of the grants, made by the
State during such year, to which the provisions of subsection
(c) (1) are applicable

S. 4. (a) Secton 50A(a) of the Internal Revenue Code of 1954
(relating to amount of credit for work incentive program expenses)
is amended-

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

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

"(6) LIMrrATION. WITH RESPECT TO CERTAIN ELIGIBLE EMPLOY-

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

"(B) CMhL DAY CARE SERVICES ELIGmLE Fz OYmK.-Not-
withstanding paragraph (1), the credit allowed by section40 with respect to Federal welfare recipient employment
incentive expenses paid or incurred by the taxpayer during
the taxable year to an eligible employee whose services are
performed in connection with a child day care services pro-
gram, conducted by the taxpayer, shall not exceed $1,000.".

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

"(2) DEUNrimoNs.-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 by an eligible employee--

"(A) Before .July 1, 1976, or
"(B) in the case of an eligible employee whose services are

performed in connection with a child aay care services pro-
gram of the taxpayer, before October 1,1977.".

(c) The amendments made by this section with respect to Federal
welfare recipient employment incentive expenses paid or incurred by
the taxpayer to an eligible employee whose services are performed in
connection with a child day care services program of the taxpayer shall
apply to such expenses paid or incurred by a taxpayer to an eligible
employee whom such taxpayer hires after the date of the enactment
of this Act.
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Swc.L.(a) Section 2002(a) (9) (A) (ii) of the Social Security
Act is amended-

(I b y striking out "and" at the end of clause (Rl, and
adding after the comma at the end of clause (III) the

following: "(IV) the State agency may waive the staffing stand-
ards otherwise applicable in the case of a day care center or group
day care home in which not more than 20 per centum of the chil-
dren in the facility (or, in the case of a day care center, not more
than 5 children in the center) are children whose care is being

*d 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 determin-
ing whether applicable staffing standards are met in the case of
day care provided in a family day care home, the number of
children being cared for in such'home shall include a child of the
mother who is operating the home only if such child is under
age6,

(b) The amendments made by subsection (a) shall, insofar as such
amendments add a new clause (V) to section 2002(a) (9) (A) (ii) of
the Social Security Act, be effective for the period b October
1, 1975, and ending [September 30, 1977] September 0,1982; and on
and after [October 1, 19773 October 1, 1989, section 2002 (a) (9) (A)
(ii) of the Social Security Act shall read as it would if such amend-
ments had not been made.

See. 6. Effective February 1, 1976, section 4(c) of Public Law 94-120
is amended by striking out "January 31, 1976" and "February 1, 1976"
and inserting in lieu thereof "September 30, 1977" and "Octber 1,
1977" respectively.
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STATUS OF CERTAIN OKLAHOMA INDIAN TRIBES

.NovEu mB 1 (legislative day. Ocnonrm: 29), 19T7-Ordered to be printed

Mr. AnouREZK, from the Select Committee on Indian Affairs,
submitted the following

REPORT
[To accompany S. 0611

Tlie Select Conunittee on Indian Affairs, tf, which wvas referred the
bill (S. 661) to restore Federal recognition of certain Indian trilws,
AMld for other purposes, 'having considered the same, reports fa',r-
.iblv thereon with amendments and reoiimends tlat the bill as
:'1lied do pass.

The amendments are as follows:
1. Page 1, lines 3 and 4--Delete the following:

That this Act may be cited as the Indian Tribal Restora-
tion Act of 1976.

2. Insert the following new sitparagraph (3) after line 10 on
page 3:

The Modoc Indian Tribe of Oklahoma shall consist of those
Modoc Indians who are direct lineal descendants of those Modocs
removed to Indian Territory (now Oklahoma) in November, 1873,
and who did not return to Klamath, Oregon, pursuant to the Act
of March 9, 1909 (35 Stat. 751), as determined by the Secretary,
and the descendants of such Indians who otherwise meet the
membership requirements adopted by the Tribe.

PURPOSE OFTHE MEASURr

The purpose of S. 661 is to extend Federal recognition to four (4)
Oklahoma Tribes which were adversely affected by the termination
policy adopted by the United States in 1953. This bill would enable
the Modoc, Wyandotte, Peoria, and Ottawa Tribes of Oklahoma to
become eligible for Federal services and assistance provided to feder-
ally recognized tribes and their members.

29-010
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lDuring the termination era. the Department of Interior was directed
to vtabhsh a priority listing of tribes for whom Federal services were
to be ended. While there is no record to indicate why these four (4)
Oklahoma Tribes were selected for termination, it is the present posi-
tion of that Department that these tribes were among the politically
weaker tribes who were not able to effectively resist the termination
policy. No hearings were ever held on the legislation providing for the
termination of these Oklahoma Tribes, and while legislative reports
o,, t lie termination Acts indicate tribal support for the legislation,
pir.wnt tribal leaders contend they were coerced by the Interior
l)el)artlfent into accepting termination.

As i result of their termination Acts, these four (4) Oklahoma
''ribes have been ineligible for the services and assistance provided to
Federally recognized tribes and their members. S. 661 would enable

Ii.i-se tribes to participate in Federal, State, and local Indian programs.
S. 661 is supported by the Governor of Oklahoma, Oklahoma Con-

rP,. ional and State representatives, other Oklahoma Tribes, and the
If :i units of government.

LEGISLATiVE HISTORY

A similar bill, S. 2968, was introduced by Senators Bartlett, Bell-
, ioi. and Hatfield in the 94th Congress, but no action was taken by

the Senate.
S. 661 was introduced by Senators Bartlett and Bellmon on Febru-

arv 7. 1977. A hearing was held on the proposed measure before the
Senate Select Committee on Indian Affairs on September 27, 1977.
'I'stimonv was received from the Interior Department and several
tribal witnesses, all of whom supported enactment of S. 661.

A similar measure, H.R. 2497, was introduced by Congressman
Risenhoover on January 26, 1977. A hearing was held before the Sub-
oi tmittee on Indian Affairs and Public Lands on July 14, 1977. At

that hearing, representatives from the Interior Department testified
in fa vor of the bill with amendments.

COM1 rrEE RECOMMENDATIONS AND TABULATIONS OF VOTES

The Senate Select Committee on Indian Affairs, in open business
-' ss in on October 7, 1977, by unanimous vote of a quorum present,
iv'oiji mends that the Senate pass S. 661 with amendments.

CoinmTiT A ,-mxxzxrrs

S. 661 has two amendments. The first strikes, as unnecessary, the
provision citing this Act as the "Indian Tribal Restoration Act of
1976."

The second amendment describes the membership requirements of
the MNodoc Tribe of Oklahoma. This provision has been added to the
.Act in order to clarify the distinction between the Oregon and Okla-
homa Modocs.

S.R. 574



SECTION-BY-ScTION ANALYSIS

Subsection 2(a) extends or confirms Federal recognition to the
Wvandottes, Ottawas, and Peoria Tribes of Oklahoma. Subsection
3(a) (1) provides for reco nition of the Modoc Tribe of Oklahonia.

Subsection 2 (b) repeals the Acts which provided for tie termination
of the Wyandotte, Ottawa, and Peoria Tribes.

Subsection 2(c) reinstates all rights and privileges of each of fl.
Tribes described in subsection (a) which may have been lost pu-su.
ant to the Acts providing for their termination. This subsection al.0
expressly preserves the Tribes* present rights and privileges.

Subsection 2(d) provides that this Act shall not alter any cofn-

tract or property rights, including existing fishing rights. or any aix
obligation area levied.

Subsection 3(a) (1) provides for recognition of the Moioc India:n
Tribe of Oklahoma and for its organization under the Oklahonma
Indian Welfare Act of June 26. 1936 (25 U.'.S.C. §503).

Subsection 3(a) (2) states that the 156 Termination Act is in-
applicable to the Modoc Tribe of Oklahoma. except for their riIit
to share in the proceeds of any claim against the United State-.

Subsection 3(a) (3) has been added to the bill at the sugger-t ion (If

the Interior Department and the Modoc Tribe. The purlm. of tl,i-
addition is to clarify the distinction between the Oregon Modoc-. who
are not addressed in this bill. and the Oklahoma Modocs.

Subsection 3(b) requires the Secretary to promptly a-ist tilt. Ot-
tawa and Peoria Tribes in their reorganization under the Oklalinm
Indian Welfare Act.

Subsection 3(c) confirms the validity of the organization of the
Wyandotte Tribe under the Oklahoma indian Welfare Act. As mien-
tioned earlier, inability of the Bureau of Indian Affairs to di!ipo-,
of a tribal burial tract has prevented the termination of the Wy'an-
dotte Tribe from becoming effective.

Subsection 4(a) and subsection 4(b) refer to the Act of Januarv 2.
1975, which conveyed certain Government-owned land to the eight (',)
tribes represented'in the Inter-Tribal Council. Incorporated. of Miami.
Oklahoma. That Act contains provisions which prevent these four (4)
tribes from sharing any rights or interests in the conveyed land u1til
they are no longer subject to the termination Acts affecting them. Stili-
section 4(a) of this Act states that enactment of this bill meets the
requirement of that provision of the 1975 Act which refers to the
Wyandotte, Ottawa. and Peoria Tribes, thereby allowing them to
share in rights to the conveyed land.

Subsection 4(b) refers to the Modoc Tribe. thereby allowing it to
share in rights to the conveyed land.

Subsection 4(c) requires the Modoc Tribe to publish notice of their
organization in the Federal Register, such notice to include certain
specified statements.

Section 5 makes it clear that these four (4) O lfahoma Tribes shall
be eligible for participation in the programs and services providhedl
by the United States to Indians because of their status as Indians.
Such programs and services shall include but not be limited to those
authorized by-the Snyder Act of November 2. 1921, and those included
in hospital and medical care provisions of the Act of August 16, 1917.
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CONORESIONAL BuIxiir OFFICE CoST ESTIMATE

CONGRESSIONAL BUDGET OFFICE,
U.S. CONGRURS,

Washington, D.C., October 1.9, 1977.Hon. JAMEs ABOUREZK,

C'haJivwna, Select (onmittee on Indian.. t ffdrs,
USq. Selnte, Wash ngton, D.C.

IDER MR. CHAIRMAN: Pursuant to section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has reviewed
S. 661, the Indian Tribal Restoration Act of 1977, a bill which restores
Federal recognition to the Wyandotte Ottawa, Peoria, and Modoc In-
tian tribes, as ordered reported by the Senate Select Committee on
Indian Affairs. October 7, 1977.

Based on this review, it is estimated that the Government will incur
a cost of approximately $15,000 to enroll the members of the pe'ified
tribes. In addition, this bill would make the tribes eligible for ben.e-
tits under a number of discretionary federal program. Thns. the
itlevant Federal agencies can be expected to seebk additional ftiids in
order to provide such benefits.

Should the committee so desire, we would be pleased to provide fir-
ther details on this cost estimate.Sincerely, AimC. M. RIVLIx., Director.

EXECUTIVE COM MU NIC,TIONS

The lvitinent0 legislative report received by the committee from the
I)epartnent of Interior is set forth below:

U.S. DEPARTMENT OF TIlE INTERIOR.
OFFICE OF TI.E SECRETARY,

1'a8hington., D.C., September 21,1977.
lion. I.*MES AW)UREZK,

chairmann , S lect Committee on Indlan Aff(I;rs,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN : This responds to your request for our views on
S. 661. a bill "To restore Federalrecognition of certain Indian tribes,
and for other purposes."

We recommend that the bill be enacted if amended as suggested
herein.

S. 661 would reinstate the Modoc, Wyandotte, Peoria, and Ottawa
Indian Tribes of Oklahoma to Federal recognition ands .pervision,
and entitle tiich tribes to all rights and privileges accorded to fed-
erally recognized Indian tribes under any Federal treaty or statute.
The bill would also repeal the provisions of law relating to the termi-
nation of these four tribes.

The Act of August 13, 1954 (68 Stat. 718: 25 U.S.C( 564). directed
that the Federal services to and trust relationship with the Modoe
Tribe (and the other groups comprising the Klamath Tribe) be termi-
nated within seven years. The termination became effective on Atiust
18,1956.

The act of August 1. 1956 (70 Stat. 893: 25 U.S.C. 791). provided for
termination of the Federal services to and trust relationship with the
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Wyandotte Tribe upon the transfer or disposition of all tribal assets.
Termination of the Wyandotte Tribe has not become effective because
the Bureau of Indian Affairs has not disposed of a tribal burial tract
under the terms of section 5(c) of the Act (25 U.S.C. 795 (c) ).

The act of August 2, 1956 (70 Stat. 937; 25 U.S.C. 821) , provided for
tle termination of the Federal services to and trust relationship with
the Peoria Tribe to be effective three years afer enactment, except that
the Tribe's charter and the Secretary of the Interior's powers and re-sponsibilities under the Tribe's constitution and bylaws were to con-
tinue until final adjudication of all the Tribe's claims pending before
the Indian Claims Commission or the Court of Claims. The last of u-tch
claims are dockets number 313, 314-A, 314-B and 338 pending before
the Indian Claims Commission.

The act of August 3, 1956 (70 Stat. 963; 25 U.S.C. 841), provided
for termination of the Federal services to and the trust relationship
with the Ottawa Tribe to be executive three years after enactment.

The Wyandotte, Peoria, Ottawa, and Modoc Tribes of Oklahoma
were terminated as a result of the termination policy set out in H. Con.
Res. 108.of the 83d Congress (Act of August 1, 1953, 67 Stat. B 132).
Legislation providing for the termination of the Wyandottes, Peorias,
and Ottawas was enacted on three consecutive days in August 1956.
The Modoc Indians of Oklahoma were terminated that same month
pursuant to the 1954 Act that terminated the Klamath Tribe of Oregon.
The Modoc Tribe of Oklahoma had originally been part of the Oregon
Modoc Tribe but in 1873 they were placed on land which later became
part of the State of Oklahoma. The Modocs of Oklahoma are still part
of the Oregon 3odoc Tribe, which was incorporated into the Klamath
Tribe.

Pursuant to H. Con. Res. 108, the Department of the Interior was
directed to establish a priority listing of tribes for whom Federal
services were to be ended. Some of the criteria announced by the De-
partment to indicate readiness for termination were: (1) The degree
of assimilation of a tribe; ('2) the economic condition of the tribe indi-
cating a reasonable possibility of livelihood through use of available
resources: (3) willingness by the tribe to dispense with Federal aid
and guidance; and (4) a willingness and ability of States and com-
munities to provide public services. There is no record indicating that
these four Oklahoma tribes met these criteria any more than those
tribes who were not terminated. In our judgment, they were among the
politically weaker tribes who were not able to effectively resist termi-
nation. It is indicative of the lack of genuine concern shown for their
readiness for termination that no hearings were held with regard to
enactment of legislation providing for their termination.

All four tribes have adopted resolutions requesting that full Federal
recognition be restored to them. The tribes allege that they were
coerced by Interior Department representatives who were at that time
encouraging tribes to go along with the termination policy. The Peoria
and Ottawa Tribes state that they accepted termination on the under-
standing that their tribal claims before the Indian Claims Conunission
would be expeditiously settled in exchange for termination. These
tribes have further stated that the adult members of the tribes were
never given the chance to vote on the termination proposition.
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As a result of termination, all four tribes have been hindered in their
development by inability to plan for the future. They have lost eligi-
bility to participate in Federal prograins for federally recognized
Indians. These programs relate to health, education and economic de-
velopment. The social and economic conditions of these tribes are cur-
rently below the poverty level of comparable communities in their
surrounding area.

Our support for restoration for these four tribes is based upon the
finding that they meet the following criteria: there exists an ongoing,
identifiable community of Indians who are members of the formerly
recognized tribes or who are their descendents: their communities are
located in the vicinity of the former reservations; there exists mi
available land base which could be taken in trust and proclaimed a
reservation; they have continued to perform self-governing functions,
either through eected representatives or in meetings of their general
membership; there is widespread use of their aboriginal language,
customs and culture; there has been some deterioration in their socio-
economic conditions since termination; and their conditions are more
severe than in other adjacent rural areas or in comparable areas within
the State.

S. 661 is designed to restore full Federal recognition and services to
these four tribes. Our draft bill does not take any tribal or individu-
idly owned land off tax rolls or transfer any land titles to the Federal
Government in trust for the tribes or their members. The bill does
not address the status of the Modoc Indians of Oregon, but would
l rovide for organization of the Oklahoma Modocs under the Okla-
homa Indian Welfare Act (49 Stat. 1967). To clarify this distinction
between the Oregon and Oklahoma Modoes we recommend that the
following new subparagraph (3) be inserted after line 10 on page 3:
"(3) The Modoc Indian Tribe of Oklahoma shall consist of those
Modoc Indians who were alive and whose permanent residences were
in Oklahoma on August 13, 1954, as determined by the Secretary, and
the descendants of such Indians who otherwise meet the membership
requirements adopted b the Tribe."

We estimate that B& program costs under the bill would be ap-
proximately $100,000 in the first year after enactment. Appropria-
tions for these programs axe authorized under existing law.

Restoration for these four tribes caxies the support or the Governor
of Oklahoma, officials of the respective communities and the city of
Miami Oklahoma.

The Office of Management and Budget has advised that there is no
objection to the presentation of this report from the standpoint of
the Administration's program.

Sincerely yours, FORREST GERAR),
Assistant &emta-y for Indian Affaira.

CHANGES IN EXISTING LAw

In compliance with subsection (4) of rule XXIX of the Standing
Rules of the Senate, the committee notes that no changes in existing
law are made by the bill S. 661.

0
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Calendar No. 529
Tt CONGRESS SENATE No. 9-75

PAYMEXT OF CHARGES TO 'MIDDLE RIO GRANDE
CONSERVANCY DISTRICT

NOVE.MBER 1 (legislative day, OcBF.int 29), 1977.-Ordered to be printed

.M[r. ABOUREZK, from the Select Committee on Indian Affairs,
submitted the following

REPORT

[To accompany 1I.R. 2719]

The Select Committee on Indian Affairs, to which was referred the
bill (H.R. 2719) to authorize the Secretary of the Interior to contract
with the Middle Rio Grande Conservancy District of New Mexico
for the parent of operation and maintenance charges on certain
Pueblo Indian lands, having considered the same, reprts favorably
thereon without amendment and recommends that tIe bill do pass.

PURPOSE OF THE MEASURE

The act of August 27, 1935 (49 Stat. 887) authorized the Secretary
of the Interior to enter into a contract with the Middle Rio Grande
Conservancy District for payment of operation and maintenance
charges on Pueblo Indian lands served by that district. H.R. 2719
would eliminate the expiration clause of that act, as amended, and
would remove the ueed for subsequent legislation to extend the
Secretary's authority to contract with the district on behalf of the
Pueblo

For 40 years, the United States has paid the operation and mainte-
nance charges assessed against Indian lands located within the external
boundaries of the conservancy district. The district's non-Indian
water users would have to maintain these costs should they be dis-
continued by the United States.

BACKGROUND

The Middle Rio Grande Conservancy District, established in 1927,
is a political subdivision of the State of New Mexico created for the
purpose of costruating and operating a modern irrigation and flood
control project. Located within the external boundaries of the district
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are 6 Indian Pueblo groups whose lands were included in the district'
plans in order to provide project benefits to the Indians.

Because the Indians were unable to pay the charges assessed against
their lands, Congregs passed the above-mentioned act of August 25,
1935, authorizing the Secretary of the Interior to contract with the
conservancy district for payment of these costs. Congressional appro-
priations cover only newly reclaimed Pueblo lands and lands purchaskeiIy the Government for the Pueblos. No charge, were assessed against
Pueblo lands adequately irrigated before the project. The total amount
paid by the United States from 1935 through 1973 is $1,193,179.27,
with current asses-ments totaling $80,000 per year.

The act of August 27, 1935, only covered a 6-year period. Subse-
q uently, additional legislation and contracts with the district enabled
the Interior Department to continue these payments through 1974,
when the last contract expired.

LEGISLATIVE HISTORY

A companion bill, S. 1789, was introduced by Senator Abourezk on
Jine 30, 1977. A hearing was held before the Senate Select Committee
on Indian Affairs on September 29, 1977, and testimony was received
from representatives from the administration who expressed their
support for the bill.

COMMITTEE RECOMMENDATIONS AND TABULATION OF VOTES

The Senate Select Committee on Indian Affairs, in open business
session on October 7, 1977, with a quorum present unanimously
recommended that the Senate adopt H.R. 2719, which is identical
to the Senate bill S. 1789 with the exception of one technical amend-
ment adopted by the House of Representatives.

COMMITTEE AMENDMI NTS

There were no amendments to the proposed measure.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

OCTOBER 12, 1977.
1. Bill No. H.R. 2719
2. Bill title: A bill to authorize the Secretary of the Interior to

contract with the Middle Rio Grande Conservancy District of New
Mexico for the payment of operation and maintenance charges on
certain Pueblo Indian lands.

3. Bill status: As ordered reported by the Senate Select Committee
on Indian Affairs, October 7, 1977.

4. Bill purpose: The bill extends the authorization for the Secretary
of the Interior to pay yearly operation and maintenance charges for
irrigation facilities on certain Pueblo Indian lands.

5.tCost estimate:
Estimated cost: Thowain

Fiscal year 1978 -------------------------------------- $87
Fiscal year 1979 --------------------------------------- 94
Fiscal year 1980 -------------------------------------- 101
Fiscal year 1981-- ------------------------------------ 107
Fiscal year-1982 -------------------------------------- 114
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The costs of this bill fall within budget function 450.
6. Basis forestimate: In 1977, charges ase..sable to Indians are

approximately $80,000. Although the bill would authorize paynients
retroactive to 1975, the operation and maintenance costs for this
riod through 1977 have already been routinely appropriated to thebureau of Indian Affairs, though the funds have not been disbursed.

Thus, the first outlay due to the enactment of this bill falls in fiscal
year 1978. Because the majority of the costq are for salaries of equip-
ment operators, outlays have been inflated from the fiscal year 1977
level for future years. The actual yearly costs of maintenance of the
irrigation facilities will vary with weather conditions.

7. Estimate comparison: None
s. Previous CBO estimate: On July 27, 1977, CBO prepared a cost

estimate for H.R. 2719, as ordered reported by the House Committee
on Interior and Insular Affairs, June 27, 1977. The costs of this bill
remain the same.

9. Estimate prepared by: Mark Berkman (225-7760).
10. Estimate approved by: C. G. NUCKOLS

(For James L. Blum,
Assistant Director for Bud get Analysis).

EXECUTIVE COMMUNICATIONS

The pertinent legislative report received by the Committee from
the Department of the Interior is set forth below:

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,

lon. JA Es ABOUREZK,Washington, D.C., Augit 1, 1977.

Chairman, Select Committee on Indian Affairs,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: This responds to your request for the views
of this Department with respect to a bill, S. 1789, "To authorize the
Secretary of the Interior to contract with the Midlle Rio Grande
Conservancy District of New Mexcio for the paymentt of operation
and maintenance charges on certain Pueblo In1ian lands."

We recommend that the bill be enacted.
The Middle Rio Grande Conservancy District, a political subdivi-

sion of the State of New Mexico, was created in 1927 with the objec-
tive of planning, constructing, anti operating a modem irrigation and
flood control project. Within the external boundaries of this district
are six Pueblo.Izaian groups that have diverted water from the Rio
Grande on an uninterrupted basis since prehistoric times..These
Pueblo lands were included along with the non-Indian lands in the
plans for the district in order to provide project benefits to the Indians.

At the iception of this project, the InIians were afraid that they
would be unable to pay the assessments against their land for con-
struction costs and for operation and maintenance. With the average
sized farm being less than 10 acres, no significant commercial farming
could be undertaken. Practically everything raised was consumed
within the family. In order to *o on with the project and to tie in the
Indian land, Cogress appropriated the money for the Indians' share
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of the costs of construction, and has been regularly appropriation
money to cover the Indians' proportion of the annual cost of operation
and maintenance.

The Federal appropriations, have covered only charges asseset
against the "newiy reclaimed" Pueblo lands and the lands purchase
by the United States for the Pueblos. The Pueblo lands that were
adequately irrigated before the project was constructed were not
subject to assessment. The "newly reclaimed" Pueblo lands included,
11,074.40 acres; the purchased lands included 874.059 acres; and
the Pueblo lands that were adequately irrigated when the project
was constructed included 8,847 acres. The total acreage benefited
by the project, including both Indian and non-Indian land, is apprx-
imately 117,000 acres.

The act of August 27, 1935 (49 Stat. 887), authorized the Secrctirv
of the Interior to enter into an agreement with the Middle Rio
Grande Conservancy District to pay operation and maintenance
charges assessed against the newly reclaimed Indian lands aid
purchased lands for a period not to exceed 5 years. Under this ,,ut
two agreements were made, one dated September 4, 1936, and the
other dated April 8, 1938, which covered the years 1937, 1938, and
1939.

Through a series of additional legislative enactments and contract.
with the district, the Department continued these arrangement,
through 1974, after which the legislative authority and the mo-t
recent agreement lapsed.

The proposed bill wold eliminate the expiration clause of the
act of August 27, 1935 (49 Stat. 887), as amended, and would r.-
elude the need for subsequent legislation to extend the Secretary's
authority to contract in behalf of the six Pueblo Middle Rio Granle
Indian Tribes for payment of operation and maintenance charge,
on lands served by the Middle Rio Grande Conservancy District.
The proposed bill would simplify administrative procedures required
by continuing contract renewals. Fiscal and budgetary control for
these funds is achieved through the budgetary and appropriation
process and not by the contract.

The last previous contract of the Secretary, through the Bureau
of Indian Affairs, expired December 31, 1974. We assume that the
proposed bill, S. 1789, would cover retroactively the period from
January 1,.1975 to the time it becomes law.

As of this date the Pueblo Indians are still farming on a subsistence
basis (crops consumed within the family and little cash income from
farming), with farms averaging between 5 acres and 20 acres. The
funds paid by the United States to the conservancy district are for
the purpose of operating and maintaining district irrigation facilities.
The Indians themselves, .however, operate and maintain irrigation
distribution systems within the Pueblos. The justification for enact-
ment of a new authorizing statute is just as strong today as it was
when the act of August 27, 1935 was passed.

The operation and maintenance charges paid by the United States
to the conservancy district through 1973 total $1,193,179.27 for the
entire 38 year period an average of a little over $30,000 per year;
current charges assessable to Indians are approximately $80,000. per
year. The district has carried these charges for the past 2 years m a
deficit account hopeful of reimbursement. The total construction
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charges assessed against the Pueblo lands were $1,357,354.36, and
that entire sum has been cancelled under the Leavitt Act (25 U.S.C.
386a).

For 40 years the district has depended on appropriations from
Congress to cover the operation and maintenance costs charged
against Indian lands. If the United States should discontinue these
pNaments, the district's non-Indian interests would reluctantly have
to Bear the costs assigned to Indian land. Such a result would be unfair
and serious friction between Indian and non-Indian farmers could
result.

We therefore urge enactment of S. 1789 which would enable the
continuation of the sensible and equitable arrangements which were
maintained for 40 years.

We propose one technical change. In line 3 of the bill, we would
delete the words "the provisions of," so that the bill reads "That the
Act of August 27, 1935 . . . is further amended by . "

The Office of Management and Budget has advised that'there is no
objection to the presentation of this report from the standpoint of
the Administration's program.

Sincerely, CECIL D. ANDRUS, Secretary.

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 H.R.
2719, as ordered reported, are shown asifollows:
AN ACT To authorize the Secretary of the Interior to contract with the Middle

Rio Grande Conservancy District of New Mexico for the payment of operation
and maintenance charges on certain Pueblo Indian lands

That the Secretary of the Interior be, and he is hereby authorized
to enter into an agreement with Middle Rio Grande Conservancy
District, a political subdivision of the State of New Mexico, to pro-
vide for operation and maintenance on newly reclaimed Pueblo Indian
lands.

and there is hereby authorized to be appropriated annually [for a
period not to exceed five years,] such amount as may be necessary
to enable the Secretary of the Interior to pay the cost to Middle Rio
Grande Conservancy District of such operation and maintenance on
said newly reclaimed Pueblo Indian lands as may be irrigable during
any particular year.

0
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Calendar No. 532
5= CozNnM SENATE RzMORT

Ist Sesion No. 95-578,

REI)WOO(I) NAT'IO)NALI IPRK

\M.LMnWR 2 legislative (lay, Nov riiit 1 . 1977. -Ordored to be printed

Mlr..1h (;, .,,(Ix (for 'Mr..Mc(Y-.rl..xx). from the ( ,mimitte 0m

.A)plopriatioln,..SubtititteId tl(e follo\wilg

REPORT

[To atvompany St. 197(11

The ('omnittee il .Appropriations. to which w:i4 '-(q11lt(ill y re-
fernd the bill (S. 1976) to amend the -ct of Octol)er 2 1 96g. nact
1,1,.tablish a ledwolod N'ational Park in the State of California, and
for other purposes, as reported by the Committee on Energy and Nat-
,iral Resources, having considered the sane, reports thereon without
I'eC'E)1II itelndat io1n.

I'.\( '(llt l'U 'l

'1"!e bill pro ):es a major. 48.000-acre expansion of the RC(lWO'ld
National Park to preserve additional stands of the ,oaststl redwoods of
northern California and to iuanage adjoining watersheds that have an
inpaet on these "tall trees" that are the world's lfti,..t.Lilce the first
,Iw-moOls bill. this flea..re contains a "l(bris..lltiv( taking." Title to

tl, additional acreage is vested in the United States upon (.vH lent,
:t114 the full faith and credit of the United States i. i)ledge(l to fill
payment of just compensation for the land. It is anticllated that the
Federal courts will eventually rule on the costs of most of these
Ac,'qluisitions.

S. 1976 also carries authority. subject to appropriatio is, for the
S,,retarV of the Interior to purchase and con-i rihts-of-way all(
,ruder certain conditions to acquire lands adjacent to the expaded
pirk boundary. The bill authorizes the Seeretary in addition to under-
take land rehabilitation measures in areas affecting park resources,
:1nd related measures to enhance jol opportunities in the region.

APPIIORI ATIONS .1 3tIUS)I(MT1 'N

Because of the legislative taking aspect (if the bill and the immediate
oIligation it imposes upon the United States, S. 1976 can be considered
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to contain "'new spending authority'" a: defined in section 40P1 of dIh.
Congressional Budget and Inpoundmient Control Act of 1974 (Ptiblie
Law 93-344).

S. 1976 was originally reported from the Committee on Energy and
Natural Resources on October 21. 1977, and sequentially referred to tie
Committee on Appropriations ptirsuant to provisions of the Congres-
sional Budget Act. Section 404 of that act asS,igll, jurisdiction for new
spending authority to the Conumittee on Appropriations.

The committee considers its jurisdiction in the case of S. 1976 limits,
to the spending issues involved in the legislative taking. It has not
attempted to judge the goals of the bill or to question the need to
expand Federal control over redwood resources except as they affect
new spending authority.

TIMING

A legislative taking creates several complex i 1)articillarly since
S. 1976 is the first bill to carry suchd a provision under controls
instituted by the Congressional Budget Act.

The committee is aware, for example, that enactment of S. 197( or
similar legislation containing a legislative taking commuiiits the Goverit-
inent to a heavy obligation over which it will ]uave no effective co-11
control in future years. However, the committee i also aware of ti11 ,
constraints imposed by the lateness of the legislative -4,.-.,,i. Its deli-
sion to report the bill without recommendation was made in order to
put the bill before the Senate for the earliest possible consideration. II
essence, the need to protect redwood resources from ongoing logging
operations is cons-idered to be an issue that overrite, the need for a
time-consuming review of the spending is:ue.

SPENDING ISSUES

Although it i-. reporting the bill withoutrecom iniendation. tlie-
committee feels it should bring the attention of the Senate the natrli,
and extent of the obligation that enactment of S. 1976 will incur. A
legislative taking, as noted earlier, vests "'all right, title, and intere.-t iii.
and the right to immediate possession of." all lands covered by the bill.
Section 8 of the bill further provides:

The Congress further acknowledges and directs that the full
faith and credit of the U~nited States is pledged to the prompt
payment of just compensation as provided for by the fifth
amendment to the Constitution of the United States for those
lands and properties taken by this act, through utilization of
finds deposited in the Land and Water Conservation Fund
Account.

Immediate possession of private property, backed by the full faitl
and credit of the United States creates, as the committee sees it, a full
and immediate obligation for just consation. Funds subsequently
provided by the Congress will serve only to liquidate that obligation.

The estimate of the Department of the Interior that acquisition will
cost $359 million is not based on apprais;al- lan( can be considered
preliminary at best. The processes of claims adjudication coupled with
inflation are, in the committee's judgment, likely to increase costs well
beyond that figure.
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it should be noted here that the or'igiial Redwoodl National Park

Act of 1968 was also a legislative taking. The estimate then was that

tile acquisition of mme 58,000 acres---wen with 30,000 acres of it do-
nited 1y the State of California-would cost $92 million. So far. these
,,1 have exceeded $170 million, and an additional ,$100 million in

claitlis are still pending.
Tlltt'r will be no effective onre-,sional control of tie .,cots of tw

1 1 )oposed expansion inder a legislative taking been -v of tile guaran-
te,- of the fifth anendmient to t he ('on tittition. ''ll11. any fiiidin,_
limitation written into the hill would have no real force. 'I'his point
atlN) las been demonstrated in the 1968 legislative taking 'hie' carried

a million l1ilitation. ('ongre.- cannot rea listwi'ally pledge, the full
faitth and credit of the united Stnte on tihe ote laiid and limi it appro-
Iriations on the other. Only tlroug .,it oditiv:tion of thie legislative
13kingi provision at the otit.,et c011 (ongress.v reIuCte ie overall

It should lbe noted further that the bill provides for acquisition ots
to be borne by moneys deposited to the Land and W'ater ('oCostlvation
Funl. This fund, financed l)rintarily lby oil a: d( gus receipts front
Outer Continental Shelf leases, ctrrently finances t lhe builk of ledit I-r
recreatt iOnl land ac((iii.ition as welli as providing assi- t ance to thl Sta t v,
for recreation development. 'i'le Reodwml Natioul~l Park eXplinsion,
theii. will substantially encinnmber the fund anl ,iisrupt normal spend-
in,-_, priorities.

CONITTEE I VrIiAIE'.VS NE I.LIATII'II'IV \IlN;5

The counuiittee cotuil not suilport a legi.,.latiyve taking under normal
,.iiuitnstances and does not wish its action on S. 1976 to -wrve as preve-
hnt--or encourageniient-for fluitlI('r leg islative ta;kinig III(UslIre',.

Vitli proper planning based oi wel1-etablislied priorities. t re is ito
i'e,,on in tit( IlM culuittee's view to abandon the non tl legilati'' (provh-
,-4 Under which proposed a,.,iiisitions art ,ir t aut horized and tlien
iinanced through individual approlriatons. TIils process permits care-
fil review of acquItisition proposals as they nature and retains congre-
-itmal control over the nature, extent, and tinting of such acquusitons.

tyrr I EM COSTS

The bill provides authority for other Z-tlbstawitial costs associated,
with the expansion and protection of Redwood National Park and its
re:ources. There is authority for land acquiiition outside the park
boundary and for extensive land and watershed rehabilitation. These
,,:t:, however, are not involved in the legislative taking and will Ie-
muain subject to congessioial review and control of appropriations in
future years.

Indirectly, however, these additional attliorities will create a nioral
coinniitment. and the cost, when coupled witlh the legislative takin...
will be considerable. Those coIs mt lb carefully conidered bv ie(-
Senate when weighing the advi ability of nearly doubling the park
acreage.

0
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Calendar No. 533
9&mH Colfauss SENATE Rxrorr

1st senion No. 95-579

ACCOMMODATIONS FOR JUDGES OF THE
COURT OF APPEALS

Novxm 2, 1977.--Ordered to be printed

Mr. DzCoNcINi, from the Committee on the Judiciary,
submitted the following

REPORT

[Including the cost estimate of the Oocgreuaonal Budget Office]

[To accompany H.RL 27701

The Committee on the Judiciary, to whom was referred the bill
(LR. 2770) to amend section 142 of title 28, United States Code,
relating to the furnishing of aoomnmodations to judges of the courts
of appeal of the United States having considered the same, report
favorably thereon without amenent and recommend that the bill do

The committee, with minor deletions and technical changes, adopts

the House report as follows:

PumSz or THz BnL

"It is the purpose of the proposed bills to amend title 28 of the
United States Code to provide, accommodations for judges of the U.S.
courts of appeals at places other than those where regular terms of
court are authorized by law to be held, if (1) such accommodations
have been approved as necessary by the judicial council for the ap-
propriate circuit, and (2) space is available without cost to the Gov-
ernment.

Such an amendment would deter the proliferation of additional stat-
utorily designated places for holding district court. eliminate one
factor now cotributg to inefficient utilization of judicial resources,
and alleviate an inconvenience for circuit court judges which the Con-
gress never intended to impose upon them when it last amended sec-
tion 142 of title 28 in 1962.1

BACKGROUND

At present all U.S. courts of appeals sit in "principle" locations, and
several occasionally sit in one or more "additional" locations within

1 Act of Oct 9, 1962, PubUc Law No. 87-764, 76 Stat. 762.
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their irculits, for the purpose of heating oral arguments. In most in.
stances, both the 'principle" and "additional" locations have been
statutorily designmldby the Congress, in 28 U.S.C. § 48, as places at
which "terms or sessions of courts of appeals shall be held annually."
In certain instances, however, "terms or sessions" may be held, again
in accordance with 28 U.S.C. § 48, "at such otherplaces, within the re-
spective circuits as may be designated by rule of the court." In very
rare instances under yet another provision of 28 U.S.C. § 48, which
states that: "]kach court of appeals may hold special terms at any
place within its circuit," oral argunments may be heard at a location
which is not designated by either statute or court rule. Such "special
terms" are usually held as a courtesy or convenience for local or State
governments.

Today there are 97 "active" circuit judges and 43 "senior" circuit
judges who comprise the "pool" from which panels of_3 judges are
drawn to sit. Occasionally a district court Iudge, in either active or
senior status, is invited to sit with two circuit judges on such a panel.

When circuit judges are not sitting on such panels, or en banc, how-
ever, they work "in chambers" in quarters located in the communities
in which they actually reside. In fact, although "non-resident offices"
are available for circuit judges at the "principle" place whore courts
of appeals sit for purposes of oral argument, full facilities and ac-
commodations for a circuit court judge and his staff have for years
been provided only at the location where the judge normally performs
his "in chambers'work. Because most circuit court judges normally
perform their "in chambers" work in the communities in which they
reside, their facilities and accommodations at such locations have been
traditionally referred to as "resident chambers."

When "the Judicial Code" was "recodified" in 1948, section 142 of
title 28, United States Code, was enacted as follows:

§ 142. Accommodations at places for holding court.-
Court shall be held only at places where Federal quarters and
accommodations are furnished without cost to the United
States.'

In 1962, however, that section was amended by adding to the ]an-
guage cited, supra, the following sentence:

The foregoing restrictions shall not, however, preclude the
Administrator of General Services, at the request Of the Di-
rector of the Administrative Office of the United States
Courts, from providing such court quarters and accommoda-
tions as the Administrator determines can appropriately be
made available at p1ac.m wtcer regular terme of court are au-

'horized by law to be eld, but only if such court quarters and
accommodations have been approved as necessary by the
judicial council of the appropriate circuit.3

In explaining the purpose of that 1962 amendment the House
Judiciary Committee noted that the 1948 language, standing alone:

2 'Pulie Law No. 7T&, 0$th Cong., 2d sees., eh. 46 (Jmue 25, 1948). 62 Stat 898.
'Note 1. mpre (Italic added).
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•. has the effect of precludingthe use of Federal funds
for the purpose of providing facilities for the US. dietriot
court a by new construction, remodeling of existing Federal
buildings, or otherwise, at locations where court facilities
have not previously been provided in Federal buildings.
Consequently, it has been neeeay to obtain a waiver of the
provisions of section 142 by specific legislative action in each
instance to permit the provision of court facilities at such

locations.'
Citing recentlegislation creating additional federal judgeships and

the resulting need fot "improved and additional court space," the
committee noted that:

Enactment of this legislation would eliminate the delays
now caused by the necessity for obtaining special legislation
with respect to those locations where section 142 applies, and
permit discontinuance of the undesirable practice of securing
such individual waivers, and would permit the provision and
development of more satisfactory court facilities, with im-
proved operation of the courts.5

In essence, the original 1948 legislation, designed to limit the num-
ber of places where district court "shall be held" to those locations
where quarters and accommodations then existed, was amended to
both (1) acommodate a growing court system and (2) eliminate the
"undesirable practice" of the judiciary having to seek "specific legis-
lative action in each instance" to overcome "the effect of precluding
the use of Federal funds for the purpose of providing facilities for
the U.S. district courts."

That legislative history would appear to justify the conclusion that
28 U.S.C. 1142 is a provision applicable to district courts only. Given
the sections placement in chapter 5 of title 28, that chapter which
is clearly designed to statutory y govern organization of the district
courts, and the legislative history discussed supra, a sound argument
might be made that Congress at no time intended section 142 to be
applied to circuit courts, which are organized under chapter 3 of
title 28. In 1948 and 1962, the practice which now is followed by
providing circuit court judges with "resident chambers" in their home
communities prevailed nationwide. Had that practice been a matter
of concern to Congress, appropriate language could have been added
to section 48 of chapter 3 of title 28, that section which governs places
where circuit court "shall be held."16 The absence of such language
would seem to justify a finding that section 142 should not be deemed
applicable to the establishment of "resident chambers" for courts of
appeals judges. That finding is impeded, however, by a provision in
the 1948 recodification legislation, which states that:

No inference of a legislative construction is to be drawn
by reason of the chapter in Title 28 * * * in which any section
is placed, nor by reason of the catchlines used in such title.?

'H.R. Rept. No. 2340. 87th Cong. 2d seas. 2 (1962) (italic added).

R e tezt supra, at 1-2.
'See Public Law No. 773, 80th Cong., 2d Sees., 133 (June 25. 1948). 62 Stat. 991.
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Thus, today, if a community in which a circuit court judge resides
is not a place "where regular terms of court are anthorized by law
to be held," either under chapter 8 or chapter 5 of title 28, section 142
precludes the Administrative Office of the U.S. courts from providing
that judge with "resident chambers" in his home community, even
if Federal facilities exist and are available at no additional cost to
the Government. This situation has been in existence since 1962, and
not surprisingly, the solution has been very much like the "undesira-
ble poctice"-the 1962 amendment was designed to eliminate. The
solution has been "specific legislative action in each instance" to au-
thorize the subject community as a place where district court "shall
be held." Since 1962, 16 different public laws have been enacted to
"designate 21 additional communities as "places where court shall
be held." &

On March 13, 1973, Senator Marlow Cook of Kentucky introduced
S. 1175 93d Congress, 1st session, a bill to amend section 142, United
States bode, relating to the furnishing of accommodations to judges of
the courts of appeals of the United States. As introduced, S. 117.-
would have added the following sentence to section 142:

The limitations and restrictions contained in this section
shall not be applicable to the furnishing of accommodations to
judges of the courts of appeals at places where Federal facil-
ities are available and the judicial council of the circuit
approves.

The bill was formally referred to the Senate's Subcommittee on
Improvements in Judicial Machinery, and transmitted to the Judicial
Conference of the United States for its views. The Conference, acting
upon the recommendation of its Committee on Court Administration.
approved S. 1175 at its April 1973 session.9 Following receipt of thoze
Conference views, the Senate subcommittee took no further action on
S.1175 during the 93d Congress.

In September of 1975 the Judicial Conference therefore "reen-
dorsed" its approval of S. 1175, 93d Congress, and instructed the Direc-
tor of the Administrative Office of the U.S. Courts to "transmit such
legislative proposal to the 94th Congress." 10 Several bills embodying
the Judicial Conference's proposal were thereafter introduced: H.R.
10574, 94th Congress, 2d session, by Congressmen Carter and Mazzoli
of Kentucky;Hf.R. 12182, 94th Congress, 2d session, by Congressmen
Brooks and Poage of Texas: and S. 2749.94th Congress, 2d session, by
Senators Huddleston and Ford of Kentucky. Beyond referral to sub'-
committee, no action was taken on S. 2749 during the 94th Congress.
The House bills, however, were referred to the Subcommittee on
Courts, Civil Liberties, and the Administration of Justice, and 1 day
of hearings was held on May 20. 1976. Appearing on behalf of the
Judicial Conference, William E. Foley, Deputy Director of the Ad-
ministrative Office of the U.S. Courts, fully supported the amendment

1 See the "9Legslatlve history" note following section 142 In 28 U.S.C. (1970 ed.).
* ee "Annual Report of the Proceedings of the Judicial Conference of the United States,

Apr. 5--. 192" at 4.
', See "Annual -Report of the Proceedings of the Judicial Conference of the United States.

Sept. 5-6 .19T5." at 49.
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of section 142 of title 28, United States code." Unfortunately, the press
of business before the subcommittee prevented favorable action prior
to the adjournment of the 94th Congress.

Ovzuwioir

Oversight of the Administrative Office of U.S. Courts which pro-
vides administrative support for judges of the court of appeals is the
responsibility of the Committee on the Judiciary. The legislation arose,
in part, from the committee's perception of the needs of the Federal
judiciary as expressed in the oversight process.

STATEMENT OF TIlE CONGRESSIONAL BUDGET OFFICE

Pursuant to the Rules of the Senate, and the Congressional Budget
Act of 1974, the following is the cost estimate on H.R. 2770 prepared
by the Congressional Budget Office.

CoNOzsszocA BuDz-T Omcz,
U.S. CoNoass,

Washington, D.C., November 0,1977.lion. IJAMFE8 0. EASTIJAND,

Chairman, Commitee on the Judiciary, U.. Houe of Repreaenta-
tives, Waington, D.C.

DEAR MR. CIAmnirAN: Pursuant to section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has reviewed
H.R. 2770, a bill to amend section 142 of title 28, United States Code,
relating to the furnishing of accommodations to judges of the courts
of appeals of the United States, as ordered reported by the Senate
Committee on the Judiciary, November 2,1977.

Based on this review, it appears that no additional cost to the Gov-
ernment would be incurred as a result of enactment of this bill.

Sincerely,
ALICE M. RIvUN, Director.

ESTIMATED COST oF1 THE LEISLATON

The committee estimates that the legislation will result in no addi-
tional cost to the United States."

"1Hearings on H.R. 10574. H.R. 8472 and S. 14, and S. 12 before the Subcomm. on
Courts. Civil Liberties, and the Administration of Justice of the House Comm. on the
Judiciary, 94th Cong., 2d seas. (1976) (unprinted hearings).
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C xozs IN EXITNo LAW MADM BY THE Bna, As uw'oaR

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 (new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

SECTIoN 142 or TITz 28, UN.rmE SrATzs Cooz

§ 142. Accommodations at places for holding court.
Court shall be held only at places where Federal quarters and ac-

commodations are available, or suitable quarters and accommodations
are furnished without cost to the United States. The foregoing re-
strictions shall not, however, preclude the Administrator of General
Services, at the request of the Director of the Administrative Office
of the United States Courts, from providing such court quarters and
accommodations as the Administrator determines can appropriately
be made available at places where regular terms of court are author-
ized by law to be held, but only if such court quarters and accom-
modations have been approved as necessary by the judicial council
of the appropriate circuit. The limitations and restrictions contained
in this section shal not be applicable to the furniehing of acoommoda-
tio,w to judg.. of the courts of appealed at pace..whee Federal fah.
ties are available and the judicial council of the circuit approves.

0
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Calendar No. 534
95111 QCNgmae SENATE Rimor

1st sion No. 95-580

COMMUNICATIONS ACT AMENDMENTS-PENALITIES AND FORtrEIT-
URES AUTHORITY AND REGULATION OF CABLE TELEVISION POLE
ATTACIIMENTS BY THE FEDERAL COMMUNICATIONS COMMISSION

NOVF.MBER 2 (Legislative day, NovExtn= 1), 1977.-Ordered to be printed

Mr. HOLLINoS, from the Committee on Commerce, Science, and
Transportation submitted the following

REPORT

[To accompany S. 1547]

The Committee on Commerce, Science, and Transportation, to which
was referred the bill (S. 1547) to amend the Communications Act of
1934, as amended, with respect to penalties and forfeitures, and to au-
thorize the Federal Communications Commission to regulate pole at-
tachiments, and for other purposes, having considered the same, reports
favorably thereon with amendments and recommends that the bill asamended do pass.

SUMMARY AND PURPOSIS

The bill (S. 1547) serves two purposes:
(1) To unify, simplify, and enlarge the scope of the forfeiture

provisions of the Communications Act of 1934; and
(2) To establish jurisdiction within the Federal Communications

Commission (FCC) to regulate the provision by utilities to cable tele-
vision systems of space on utility poles, ducts, conduits, or other rights-
of-way owned or controlled by those utilities.

PENALTIES AND FORFEITURES

S. 1547, as reported, would unify and simplify the forfeiture provi-
sions in the Communications Act of 1934, enlarge their scope to cover
all persons subject to the act, provide more practical limitations pe-
riods and more effective deterrent levels of forfeiture authority, and
would generally afford the Federal Communications Commission
greater flexibility in the enforcement of the Communications Act and
rules and regulations promulgated thereunder.
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The Communications Act of 1934 now imposes monetary civil pen.
altik on certain individuals who fal to comply with the .ommunxi.

tiom4 At FCC regulations, or related matters. These civil liabilities
inlueh the forfeiture PoviesM in seti &0(b) (reti tothe
broadcast services) and section 510 (applicable to nonbroadcast radio
stations). S. 1547 would enlarge the scope of forfeiture liability under
these sections to cover other persons subject to the Communications
Act-such as cable television systems, users of experimental or medi.
cal equipment emitg electromnetic radiation, persons
without a valid radio station or operator's license, and some communi.
cations equipment manufacturers.

S. 1547, as reported, would make three alterations in the existig
forfeiture provisions. First, it would extend the limitations period
within which notices of liability must be issued: for persons not previ.
ously subject to forfeiture liabiLity, 1 year; for nonbroadcat licensees,
from the present 90 days to 1 year; and for broadcast licensees, from
the present 1 year to 1 year or the current license term, whichever is
longer, not to exceed 3 years. Second, the maximum forfeiture that
could be imposed for a single violation would be raised to $2,000; for
multiple violations, within any single notice of liability, $20,000 for a
common carrier, broadcast licensee, or cable system operator, and
$5,000 in the case of all other persons. Third, the bill would authorize
the Commission to mitigate or remit common carrier forfeitures in the
same way as it now may with respect to all other forfeitures. Further.
more, the Commissionwould be given its choice of using the traditional
"show cause" procedure for imposing a forfeiture or alternatively
holding an adjudicatory hearing under section 554 of the Administra-tive Procedure Act.

POLE AT-Ac HMNT REOtLATION

S. 1547, as reported, would empower the Commission to hear and
resolve complaints regarding the arrangements between cable televi-
sion systems and the owners or controllers of utility poles. A pole
attachment, for purposes of this bill, is the occupation of space on
a utility pole by the distribution facilities of a cable television system-
coaxial cable and associated equipment-under contractual arrange.

ments whereby a CATV system rents available space for an annual or
other periodic fee from the owner or controller of the pole--usually a
telephone or electric power company. The Commission would pre-
scribe regulations to provide that the rates, terms, and conditions for
pole attachments are ust and reasonable. For a period of 5 years after
enactment of this act, the Commission would employ a specified rate
setting formula in determining whether a particular pole attachmen
rate is just and reasonable. The formula describes a range between mar
ginal aud a proportionate share of fully allocated costs within whic
pole rates are to fall.
Any State which chooses to regulate pole attachments may do so

any tume, and will preempt the Commission's involvement in pol
attachment arIraneents in that State simply by notifying the F
that it regulates t1w rates, terms, and conditions for such attachmen
S. 1547 in no way limits or restricts the powers of the several S
to regulate pole attachments.



The jurisdictional restrictions of section 2(b) of the act (47 U.S.C.
152(b)) are modified to permit the FCC to regulate practice of intrm-
state communications common carriers as they relate to pole atta.-
ments. Utilities owned by the several States or their political subdivi!
sions and utilities owned by the Federal.Government, areeem pt from
FCC pole attachment regulation. In like manner, the provasious of
S. 15i4do not apply to any cooperative electric or telephone utility, or

BACKGROUND AIND NE.D

S 1547 was introduced by Senator H llmgs on May 17, 1977. Tha
mmnittee held hearings on tho bill on June 23 and 24, 1077. Additi1mg
written submiions were received from interested parties, who e-
preed their views on the bill in its form as introducid, on a stutky of
Pole attachmeat problems of the Commimion's Offce of Plaus =dPolieY, and on alterna~ti ? ole attahusntl Ivlation sumgsted by tho
FCC~s Common Carrier Bureau, That portion of S. 154T relatig.

forfeiture authority is identical to S. 283, which the Senate paaed in
June 1976 during the 94th Congese.

FORFEITURES

The FCC has long had forfeiture authority over common carriers
and maritime radio stations. The FCC was given forfeiture authority
over broadamste in 1960. Section 503 (b) of the Communications Ac

of 1934 was added to make broadcast licensees subject to some "middle
ground" remedy other than license revocation (74 Stat. 889--Public
law 86-752, Sept. 13, 1960). In 1962 section 510 (76 Stat. 68-Public
Law 87-448,.May 11, 1962) was added to permit the Commission to
impose forfeitures on nonbroadcast radio licensees for certain specific
kinds of misconduct.

The Federal Communications Commission has testified to the com
mittee that its existing forfeiture authority is inadequate to enforce
effectively the Communications Act of 1934 in three principal respects:

(1) Not everyone now subject to the act is subject to forfeiture
authority;

(2) The limitations period within which a notice of liability must
be issued is unrealistic in light of the necessary preliminary field in-
vestigations required; and

(31 The maximum amount of forfeitures permitted for single and
multiple violations is unrealistically low to be an effective deterrent
for highly profitable communications entities or to provide sufficient
penalty to warrant the Attorney General's or the various U.S. district
attorneys' attention for prosecuting forfeitures within the Federal dis-
trict courts.

The Commission argues that certain procedural requirements con-
tained in existing forfeiture provisions compel misallocation of Com-
mission assets and prevent the FCC from getting full benefit of
extremely limited FCC field resources in the Commission's effort to
encourage individuals to comply fully with the Communications Act of
1934. In this connection the Commission notes that there are now over
11 million authorizations in the safety and special radio service*-
under which falls the citizens band radio service--alone.



A forfeiture is a civil penalty authorized under the Communications
AVct for certain violations of that act or related communications stat-
ntes, treaties, rules, or regulations. Whenever the Federal Communi-
cations Commission finds that grounds exist to support a suit for col-
lection of forfeiture authorized under the Communications Act of
1934, a written notice of apparent liability is issued by the Commision
to the violator. That notification specifies the violation and the amount
of the forfeiture. The suspected offender has several alternatives, in-
cluding immediate payment of the amount specified, a right to show
cause in writing why he or she should not be held liable, or admission
df liability with the right to argue that the amount of the forfeiture i.
elcessive. If the person who receives the notice of a apparent liability
submits a statement in writing citing reasons against being held liable.
the FCC then must proceed to an order, declaring nonliability or estab-
ishing the amount of the forfeiture. If the suspected violator then fails

p ay the forfeiture to the Treasury, the case may be referred by the
Federal Communications Commission to the Attorney General for ap-
propriate civil action to recover the forfeiture in accordance with -ec-
tion 504 (a) of the Communications Act,. Section 504 (a) authorizes the
Attorney General to proceed in the Federal District Court in a trial de
novo and to seek judgment for the amount of forfeiture.

.S. 1547, as reported, amends this forfeiture procedure by giving the
FCC a choice to use either a full adjudicatory hearing before the FCC
or the less formal written "show cans",proceeding described above to
determine a forfeiture liability. Under S. 1547, as reported, the Com-
mission has full discretion to choose the appropriate proceeding, and
may issue either a notice with an opportunity for hearing underw.tion
003 (b) (3) (A) or a notice of apparent liability with an opportunity to
show in writing why the suspected violator should not be held liable
under section 503(b) (4). The choice of the type of proceeding is ex-
clusively the Commission's, and it is determined by the character of the
notice the FCC chooses to issue a suspected violator.

The committee believes the FCC needs the alternative of an adjudi-
catory hearing for the exceptional forfeiture case, where urgency, prec-
edent \vlue, or convenience of the Commission warrants a proceeding
exclusively under the Commission's control until a final judgment oit
appeal is obtained. The Justice Department's only involvement in an
adjudicatory hearing before the Commission under new section 503 (b)
(3) would be to pursue a collection action after final judgment if the
violator failed to pay the fine,

OTIMR FCC ENFORCEMENT MECHA-ISMS

Forfeiture is one of several law enforcement mechanisms available
to the FCC to enforce its rules and regulations. However, the Commis-
sion has argued that other enforcement alternatives are cumbersome
and time-consuming procedures which are inappropriate for relatively
minor violations..The Commission may enter a cease-and-desist order
followed by a civil contempt proceeding which the Department of
Justice must agree to prosecute. The cease-and-desist order is particu-
larly cumbersome because the violator is entitled to an FCC order to
show cause why a cease and desist order should not be issued. There is
then a reply period of at least 30 days with the opportunity for a full



evidentiary hearing. Only then can the FCC issue a cease and desist,
order which must s5)ecify findings, grounds and reasons, and the eff&w-
tive date. (See section 312 (B) and (C).) Failure, to obey that order
then becomes subject to civil contempt proceedings by the Iepartment
of Justice in aIl .S. district court.

Another enforcement alternative is criminal pro. ne1tion. Title 18 of
the United States Code and the Coimunications Act of 1934 impose
criminal liability for certain specified acts. However. criminal enforce-
ment is exclusively in the hands of the Departuient of Justice.

An additional enforcement mechanism available to the FCC in
certain instances is the authority to suspend or revoke broadcast and
nonbroadcast radio station licenses (see section 303(m), section :112
ia)). This suspension and revocation authority has the obvious limi-
tation of not reaching unlicensed operators or persons who are not
required to be licensed by the FCC. Moreover, as license revocation
constitutes a death sentence for any commercial entity dependent upon
its radio license, the FCC is naturally reluctant to use this extreme
remedy for behavior which merits only a reprimand or small penalty.

Another enforcement alternative is a "writ of mandamus" issued
bv a U.S. district court, "commanding such person to comply with
the provisions of" the Communications Act of 1934 (see section 401
(a)). It can only be issued by a district court upon application by the
Department of Justice at the request of the Federal Communications
Commission.

The final enforcement alternative available to the FCC is an ac-
counting order imposed against a common carrier (see section 407).
This mechanism is available to the Commission in the case of a com-
mon carrier tariff increase. The Commission can permit a tariff in-
crease to. go into effect subject to an accounting order, pending final
Commission resolution of the lawfulness of the tariff increase. If the
tariff is eventually found to be unlawful, the Commission can order
the amount subject to the accounting order to be returned to the per-
sons for whose benefit the order was imposed by the FCC. Those
individuals must enforce their rights under an accounting order-by
suing in the district court or State court with jurisdiction.

Each of these enforcement authorities has severe limitations. Few
are applicable to all persons subject to the Communications Act. All
are extremely prolonged and expensive procedures, both for the per-
cons charged with the violations and for the Government. Many have
limited applicability to certain specific kinds of offenses in the Com-
munications Act. All are relatively low priority matters to the Depart-
ment of Justice.

EXTENSION OF FORFET-RE SANCTIONS TO ALL PERSONS SUBJECT TO THM

COMMUNICATIONS ACT

S. 1547, as reported, extends the forfeiture sanction to all persons
who engage in FCC-proscribed conduct. New .ction 503(b) reaches
not only the broadcast station licensees covered by present section 503
(b) and other nonbroadcast radio station licensees and operators
covered by present section 510, but extends forfeitures to any person
subject to any provisions of the Communications Act or the Commis-
sion's rules, including those persons operating without a valid radio


