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S. 626
Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That this

Act may be clited as the “Child and Family

Bervices Act of 1875".
STATEMENT OF FINDINGS AND FURPOSE

Sec. 2. (x) The Congress finds that—

(1) the family is the primary and the
most fundamental influence on children;

(2) child and family service programs
must build upon and strengthen the role of
the family and must be provided on a volun-
tary basis only to children whose parents or
legal guardians request such services, with
a view toward offering familles the options
they believe are most appropriaste for their
particular needs;

(3) although there have been Increased
services for children of working mothers and
single parents and although Headstart and
similar programs have provided supplemen-
tal educational and other services for chil-
dren, such services have not been made
available to families to the extent that par-
ents consider necessary, there are many
other children whose parents are working
full or part time without adequate arrange-
ments for their children, and there are many
children whose families lack sufficlent re-
sources who do not receive adequate health,
nutritional, educationsl and other services;

(4) 1t is essential that the planning and
operation of such programs be undertaken
as a partnership of parents, community, pri-
vate agencles and State and local govern-
ment with appropriate supportive assistance
{from the Federal Government.

(b) It 15 the purpose of this Act to pro-
vide ‘a varlety of quality and family serv-
ices in order to assist parents who request
such services, with priority to those pre-
school children and families with the great-
est economic or human needs, In & manner

designed to strengthen family life and to
insure decislonmaking at the community
level, with direct participation of the par-
ents of the children served and other in-
dividuals and organizations in the coms=
munity Interested In child and family serv-
ice (making the best possible use of public
and private resources), through a partner-
ship of parents, State and local government
and the Federal Government, building upon
the experience and success of Headstart and
other existing programs.
~AUTHORIZATION OF APPROPRIATIONS

8ec. 3. (a) For the purpose of providing
tralning, technical assistace, planning, and
such other actlvities as the Secretary deems
necessary and appropriate to plan for the im-
plementation of this Act, there is authorized
to be appropriated 150,000,000 for the fiscal
year ending June 30, 1976, and £200,000,000
for the fiscal year ending June 30, 1977, to
be allocated as prescribed in section 103.

(b) There is authorized to be appropri-
ated $500,000,000 for the fiscal year ending
June 30, 1977, and §1,000,000,000 for the fiscal
year ending June 30, 1978, except that no
funds are authorized to be sppropriated for
either fiscal year, unless funds appropriated
to carry out the Project Headstart program
described in section 222(a) (1) of the Eco-
nomic Opportunity Act of 1864 for such
years, or for any successor program are at
least equal to the greater of (1) the amount
appropriated to carry out such program for
the fiscal year ending June 30, 1975, or (2)
the amount appropriated to carry out such
program for the fiscal year ending June 30,
1976. Any such amounts appropriated for a
fiscal year which are not obligated at-the
end of such fiscal year shall remain avall-
able for obligation until expended.

FORWARD FUNDING

Sec. 4. (n) For the purpose of affording
adequate notice of funding available under
this Act such funding for grants, contracts,
or other payments under this Act is author-
ized to be included In the appropriations
Act for the fiseal year preceding the fiscal
year for which it shall be available for obli-
gation.

(b) In order to effect a transition to the
advance funding method of timing appro-
priation action, subsection (a) shall apply
notwithstanding that its initial application
will result in the enactment in the same
year (whether in the same appropriation
Act or otherwise) of two separnte appropri-
ations, one for the then current fiscal year
and one for the succeeding fiscal year.
TITLE I—CHILD AND FAMILY SERVICE

PROGRAMS

OFPICE OF CHILD AND FAMILY SERVICES;
SPECIAL COORDINATING COUNCIL

Sec. 101. (a) The Security shall take all
necessary action: to coordinate child and
famlly service programs under his jurisdie-
tion. To this end, he shall establish and
malintain within the Office of the Secretary
of the Departent of Health, Education, and
Welfare an Office of Child and Family Serv~
ices administered by a Director appolnted by
the President with the advice and consent
of the Senate, which office shall assume the
responsibilities of the Office of Child Devel-
opment and shall be the principal agency of
the Department for the administration of
this Act. !

(b) A Child and Family Services Coordi-
nating Couneil, consisting of the Director of
the Office of Child and Family Services es-
tablished under subsection (a) (who shall
serve as chalrperson), and representatives
from the Federal agencies administering the
Soclal Security Act and the Elementary and
Secondary Education Act of 1965 and from
the National Institute of Education, the
National Institute of Mental Health, the Na-
tional Institute of Child Health and Human
Development, the Office of Economic Oppor-

tunity, the Department of Labor, and other
appropriate agencles, shall meet on a regu-
ier basis, as they may deem necessary, In
order to assure coordination of child and
family service activities under their respec-
tive jurisdictions so as to assure—

(1) maximum use of available resources
through the prevention of duplication of ac~
tivities;

(2) a division of labor, Insofar as is com~
patible with the purposes of each of the
agencies or authorities specified In this para-
graph, to assure maximum progress toward
the achievment of the purposes of this Act;

(3) the: establishment and malntenance
of procedures to insure that each office or
agency of the Federal Government. conduct-
ing chid and family services and related ac-
tivities Is aware of the administrative ac-
tions of other offices or agencies with respect
to the provision of financial assistance to
eligible applicants; and

(4)' recommendation of priorities for fed-
erally funded research and development ac-
tivities related to the purposes of this Act.

FINANCIAL ASSISTANCE

Sec, 102. (a) The Secretary of Health, Edu-
cation, and Welfare through the Office of
Child and Family Services, shall provide fi-
nancial assistance for carrying out child and
family service programs for children and
thelr families under this title to prime spon-

sors (including educational agencies) and -

to other public and private nonprofit agen-

(b) Funds available for this title may be
used (in accordance with approved appli-
cations and plans) for the following services
and activities:

(1) planning and developing child and
family service programs;

(2) establishing, maintaining, and operat-
ing child and family service programs, which
may include— .

(A) part-day or full-day child care pro-
grams, in the child's own home, in group
homes, or in other child care faciiities, which
provide the educational, health, nutritional,
and social services directed toward enabling
children participating in the program to at-
tain their maximum potential; s

(B) other health, social, recreational, and
educational programs designed to meet the
special needs of children and familles in-
cluding before- and after-schoo] and sum-
mer programs;

(C) family services, Including in-home and
in-school services, and education and consul-
tation for parents, other family members
functioning in the capacity of parents, youth,
and prospective and expectant parents who
request assistance in meeting the needs of
their children; ]

(D) social services including information,
consultation and referral to families that
request such services to help them deter-
mine the appropriateness of child and family
services and the possibility of alternative
p.lnns:

(E) (1) prenatal and other medical care
including services to expectant mothers who
cannot afford such services, designed to help
reduce malnutrition; infant and maternal
mortality, and the Incidence of mental re-
tardation and other handieapping conditions,
and (1) postpartum and other medical serv-
ices to recent mothers;

(F) programs designed (1) to meet the
special needs of ethnic groups, including
minority groups, Indian, migrant children
and children from familles with special lan-
guage needs, and (1) to meet the needs of
all children to understand the history and
cultural backgrounds of ethnie groups i.:;
clu
e Cmemaniite Sad e rolo of memoers
of such groups in the history and cultural

development of the nation and the region
in -which they reside;

(G) food and nutritional services;

(H) diagnosis, identification, and treat-
ment of visual, hearing, speech, medical,
dental, nutritional, and other physical, men-
tal, psychological and emotional barriers to
full participation in child and family service
programs;

(I) special activities designed to identify
and ameliorate identified physical, mental,
and emotional handicaps and special learning
disabilities as an Incorporated part of pro-
grams conducted under this title;

(J) programs designed to extend child and
family service galns (particularly parent par-
ticipation) into kindergarten and early pri-
mary grades, in cooperation with local eduea-
tional agencles;

(K) other such services and activities as
the Becretary deems appropriate in further-
ance of the purposes of the Act;

(3) rental, lease or lease-purchase, mort-
gage on payments, remodeling,
renovation, alteration, acquisition and main-
tenance of necessary equipment and sup-
piies, and to the extent authorized In section
109, construction or acquisition of facilities,
including mobile facilities;

(4) preservice and inservice education and
training for professional and .parq:row e ﬂ;-
sfonal personnel, including paren vol-
unteers, especially education and training
for career development and advancement;

(5) staff and other admintstrative expenses
of child and family service counclls estab-
lished and operated in accordance with sec-
tion 105, and of parent policy committees

established and operated in sccordance with
section 107; and



{6) dissemination of information in the
functional language of those to be served to
assure that parents are well informed of
child and family service prog 5 available
to them and may participate in such pro-

grams,

(o) Assistance under this title shall be
made only for a program which ;

{1) provides for establishing and main-
talning a parent policy commitfee to be com-
posed of parents of children served by such
program, which shall directly participate In
the development and operation of such pro-
gram (as described in section 107),

(2) provides for the regular and frequent
dissemination of information to assure that

ynts of children served by such program
are fully informed of program activities, and

(3) provides for regular consultation with
the parents of each child regarding their
child or children's development, with ample
opportunity for such parents to observe and
participate in their children’s activities.

Sec, 108. (a) (1) From the amounts avall-
able for planning and carrying out child
and family service programs under this title
the Becretary shall reserve the following:

(A) not less than 10 per centum of the
total amount avallable for carrying out this
title, which shall be made avallable for the
purposes of section 102(b) (2) (I) of this title
(relating to speclal activities for handi-
capped children.).

(B) not less than that propertion of the
total amount avallable for carrying out this
title as is equivalent to that proportion
which the total number of children of mi-
grant agricultural workers bears to the total
number of economically disadvantaged chil-
dren in the United States, which shall be ap-
portioned among programs serving children
of migrant agricultural workers on an equi-
table basis;

(C) not less than that proportion eof the
total amount available for carrying out this
title as is equivalent to that proportion
which the total number of children in In-
dian tribal organizations bears to the total
number of economically disadvantaged chil-
dren in the United States, which shall be
apportioned among programs serving chil-

dren in Indian tribal organizations on an
equitable basis;

(D) not more than 5 per centum of the
total amount avallable for carrying out this
title, which shall be made available under
section 104(e) (2) of this title (relating to
model programs);

(E) not less than 5 per centum of the total
amount avallable for ecarrying out this title,
for the purposes of section 203 of this Act
(relating to monitoring and enforcement
of standards) .

(2) The Secretary shall allocate the re-
mainder of the amounts available for this
title, among the States and within the States
among local areas, so as to provide, to the
extent practicable, for the geographical dis-
tribution of such remainder in such a man-
ner that—

(A) 50 per centum thereof shall be ap-
portioned among the States, and within each
State among local areas, In proportion to the
relative number of economically disadvan-
taged children in each State and local area,
respectively;

(B) 25 per centum thereof shall be ap-
portioned among the States, and within each
State among local areas, in proportion to the
relative number of children through age
five In each State anid local area, respectively;
and

(C) 25 per centum thereof shall be appor-
tioned among the States, and within each
State among local areas, in proportion to
the relative number of children of working
mothers and single parents in each State
and local area, respectively.

For the purposes of clauses (A), (B), and
(C) of this paragraph, there shall be ex-
cluded those children who are counted
under clauses (B) and (C) of subsection
(a) (1) of this section.

(b) Not more than 5 per centum of the
total funds apportioned for use within a
State pufsuant to subsection (a)(2) may
be made avallable for grants to the State

to carry gut the provisions of section 108 of

this title,

(¢) Any portion of any apportionment
under subsection (a) for a fiscal year which
the Secretary determines after notice to the

States and local areas involved will not be
required, for the period for which such '

apportionment is available, for carrying out

programs under this fitle shall be avallable

for reapportionment from time to time, on
such dates during such period as the Secre-
tary shall fix to other States or local areas
on an equitable basis, taking into account

the original apportionments to the States |

and local areas. Any amount reapportioned
to a State or local 3 under this subsection
during a year shall be deemed part of its
apportionment under subsection (a) for
such year.

(d) In determining the numbers of chil-
dren for purposes of allocating and appor-
tioning funds under this section, the Secre-
tary shall use the most recent ‘satisfactory
dﬂfayﬁ!}_h})leﬁhﬂn. P -3 '_ 3

(e). As soon as practicable after funds are

ropriated to carry out this title for any
fiscal

ar, the Secretary shall publish in the

Federal Register the allocations ‘and appor-
tionments required by this section,

STATE AND LOCAL PRIME SPONSORS

Sec, 104. (a)'In accordance with the pro-

visions of this section, a State, locality, or
combination of localities meeting the re-
quirements of this part may be designated
by the Secretary as a prime sponsor for the
purpose of entering into arrangements to
carry out programs under this title, upon the
approvial by the Secretary of an application
for prime sponsorship which—

(1) describes the prime sponsorship area
to be served;

(2) demonstrates the applicant’s capabliity
of administering a child and family service

program meeting the requirements of this

title, including the coordination of delivery

of services within the prime sponsorship
area of other public agencies operating pro-
grams relating to .child care necessary for
efficient delivery of services under this Act;

(3) provides assurances satisfactory to the
Secretary that the non-Federal share requlire-
ments of the Act will be met;

(4) sets forth satisfactory provisions for
establishing and maintaining a Child and
Family Service Council which meets the re-
quirements of section 105;

(5) provides that the prime sponsor shall
be responsible for developing and preparing
for each fiscal year a plan in accordance with
section 1068 and any modification thereof
and for selecting or establishing an agency
or agencles to administer and coordinate
child and family service programs in the
prime sponsorship area;

(6) sets forth arrangements under which
the Child and Family Service Counecil will be
responsible for approving child and family
service plans, basie goals, policies, précedures,
overall budget policles and project funding,
end the selection or establishment and an-
nual renewal of any agency or agencles under
paragraph (5) of this subsection and will be
responsible for annual and ongoing evalua-
tion. of child and family service programs
condueted in the prime sponsorship area ac-
cording to criteria established by the Secre-

(7) provides assurances that staff and other
administrative expenses for the Child and
Family Service Councils and Local Program
Councils and Project Policy Committees will
not exceed 5 per centum of the total cost of
child and family service programs admin-
istered by the prime sponsors unless such
per centum limitation is increased to give
special consideration to initial cost in the
ﬂrs::l ?erst-ional year, in accordance with
regulations which the Secre -
s tary shall pre

(b) The Secretary shall approve a prime
sponsorship application submitted by a lo-
cality which is a (1) ecity, (2) county, or (3)
other unit of generul local government, or by

. & combination of such localities, if he deter-

mines that the application so submitted
meets the requirements of subsection (a)
of this section and ineludes adequate pro-
visions for out comprehensive and
effective child and family service programs
in the area of such locality. In the event that
the area under the jurlsdiction of a unit of
general local government described in clause
(1), (2), or (3) of the preceding sentence
includes any common geographical area with
that covered by another such unit of general
local government, the Secretary shall desig-
nate to serve such area the unit of general
local government which he determines has
the capability of more effectively carrying out
the purposes of this part with respect to such
area and which has submitted an application
which meets the requirements of this section
and Includes adequate provisions for CATITY~
ing out comprehensive child care and family
service programs In such area. :

(¢) The Secretary shall approve a prime.
sponsorship plan submitted by a State, ex=
cept for areas with respect to which local
prime sponsors are or will be otherwise desig~
nated pursuant to this section, if he deter-
mines that the plan so submitted meets the
requirements of this section and sets forth
adequate arrangements for serving all geo-
graphical areas under its jurisdiction, and
that the plan:

(1) meets the requirements of subsection
(a) of this section and includes adequate
provisions for carrying out child and family

i services programs in each such area;

(2) divides those areas within the étste
for which no prime sponsor has been desig-
nated under subsection (b) of this section
into local service areas, with due considera-
tion In making such decisions beilng given

to compactness, contiguity, and community
of interest;

(8) provides:

(A) for establishing anfl maintaining with
respect to each local service area a local
program council composed so that (i) not
less than half of the members who shall be
chosen initially by parents who are reciplents
of federally assisted day care services, with
equitable and appropriate consideration to
parents selected by the parent members of
Headstart policy commitiees where they
exist, and at the earliest practicable times
by the parent members of parent policy com-
mittees, and (i1) the remainder shall be pub-
iie members broadly representative of the

7

general public, appointed by the chlef execu-
tive officers or the governing bodies, as appro-
priate, of the units of general local govern-
ment within the local program are;

(B) that the compreliensive child care and
family service plan to be submitted by the
State which affects each stuch area Is devel-
oped and prepared with the full participa-
tion and approval of the appropriate local

rogram council; and
B (C) that contracts éﬁ‘ the :ﬁamt:lon‘ of
rograms through public or vate non-
Emm agencies or organizations shall be en-
tered into only if previously approved by the
local program council for the appropriate
local service area; and i

(4) contains assurances that any local pro-
gram council may appeal directly to the
Secretary whenever such council alleges that
with respect to its portion of the child and
family service plan the State has failed to
comply with the provisions of such plan or
the provisions of the Act,

(d) In addition to prime sponsors desig-
nated under subsections (a), (b), and (¢)
of this section, the Secretary may Iund
directiy: .

(1) an Indian tribe on a Federal or State
reservation if he determines that such In-
dian tribe has the capacity to carry out child
and family service programs in the area to
be served; :

(2) & public or private nonprofit agency,
including but not limited to an educational
agency or instifution, a community action
single-purpose Headstart agency,
community development corporation, parent
cooperative, organization of migrant agri-
cultural workers, organization of Indians,
employer organization, labor unlon, or em-
ployee or labor-management organization,
which submits a proposal: -

(A) to provide child care and family serv-
ices in an area possessing a oomnmm.llty of
interest where no prime sponsor has been
designated, or where the prime sponsor is
found not to be satisfactorily implementing
child and family service programs;

(B) to provide child and family service
programs on & year-round basls to children
of migrant agricultural workers and thelr
famliies; or .

(C) to carry out model programs especlally
designed to be responsive to the needs of
economically disadvantaged, minority group,
or bilingual children and their families.

(e) When any prime sponsor is maintain-
ing a pattern or practice of discrimination
against minority group children or economi-
cally disadvantaged children, the Secretary
shall designate for prime an al-
ternative unit of government of public or
private agency or organization In the area
which will eguitably serve minority group
children and economically disadvantaged
children. :

() The Governor shall be given not less
than thirty nor more than sixty days to re-
view applications for prime sponsorship des-
ignation submitted by any applicant within
the State other than the State, to offer
recommendations to the applicant, and teo
submit comments to the Secretary.

{g) A prime sponsorship application sub-
mitted under this section may be disapproved

or a prior designation of a prime sponsor may
be withdrawn only if the Secretary, in ac-
cordance with regulations which he shall
prescribe, has provided (1) written notice of
intention to disapprove such application, in-
cluding a statement of the reasons therefor,
(2) a reasonable time in which to submit
corrective amendments to such application
or undertake other necessary corrective ac-
tion, and (3) an opportunity for a public
hearing upon which basis an appeal to the
Secretary may be taken as of right.

" (h) (1) If any party is dissatisfled with the
Secretary’'s final action under subsection (h)
with respect to the disapproval of its applica-
tlon submitted under this section or the
withdrawal of its prime sponsorship desig-
nation, such party may, within sixty days
after notice of such action, file with the
United States court of appeals for the cir-
cuit In which such party is located a peti-
tion for review of that action, A copy of the
petition shall be forthwith transmitted by
the clerk of the court to the Secretary. The
Secretary thereupon shall file in the court
the record of the proceedings on which he
based his action, as provided in section 2112
of title 2B, United States Code.

(2) The court shall have jurisdiction to
affirm the action of the Secretary or to set it
aside, In whole or in part, The judgment of
the court shall be subject to review by the
Supreme Court of the United States upon
certlorarl or certification as provided in sec-
tion 1264 of title 28, United States Code.

CHILD AND FAMILY SERVICE COUNCILS

Sec. 105. (a) Each prime sponsor desig-
nated under section 104 shall establish and
maintain a Child and Family Service Coun-
cll composed of not less than ten members
as follows—

(1) not less than half the members of
such Council shall be parents of chlldren
served in under this Act ch
of para-

¥ . L nsult
tion with the parent members described in
paragraph (1) to be broadly representativ
of the general public, including representa-
tives private agencles and organizetions

2h[1s™



concerned with or operafing programs relat-
ing to child and family services and ai least
one person who Is particularly skllled by
virtue of tralning or experience in child and

(3) at least one-third of the total mem-
bership of the Child and Family Bervice
Councll shall be persons who are econom-
ically disadvantaged. Each Councll shall se-
lect its own chairperson; and

(4) in establishing a Child Development
and Family Service Councill under this sec-
tion, the prime sponsor shall give due con-
sideration to the membership of child care
and day care coordinating bodies then exist-
ing In the area to be served. .

(b) In sccordance with procedures whi
the Secretary shall establish pursuant to
regulations, each prime sponsor deslgnated
under section 104 shall provide, with respect
to the Chlld and Family Service Councils
established and maintained by such prime
sponsor, that— .

(1) the parent members described in para-
graph (1) of subsection (a) of this section
shall be democratically selected by parents
as follows:

(A) in the case of Councils established by
prime sponsors which are States, by the par-
ent members of local program councils es-
tablished under section 104(c) (3); and

{B) in the case of Councils established by
prime sponsors other than States (and by
States with respect to local program coun-
cils), initially by parents who are recipients
of federally assisted child care services, with
eguitable and appropriate consideration to
parents selected by the parent members of

Headstart policy committees and, at the
earliest practicable time, by the parent mem-
bers of p policy commitees established
under section 107(b) (2);

(2) the terms of office and any other
policies and procedures of an organizational
nature, including nomination and election
procedures, are appropriate in accordance
with the purposes of this Act;

(8) such Council shall be responsible for
approving child and family seryice plans,
basic goals, policies, procedures, overall
budget policies and project funding, and the
selection or establishment and annual re-
newal of an administering agency or agencies
and will be responsible for aunnual and on-
going evaluation of child and famlily service
pregrams according to criteria established by
the Becretary; and

(4) such Council shall, upon its own ini-
tiative or upon request of a project applicant
or any other party In Interest, conduct public
hearings before acting upon applications for
financial assistance submitted by project ap-
plicants under this part.

CHILD AND FAMILY SERVICE PLANS

Sec. 106, (a) Financlal assistance under
this title may be provided by the Secretary
for fiscal year 1976 and any subsequent fiscal
year to a prime sponsor designated pursuant
to section 104 only pursuant to a child and
family service plan which is submitted by
such prime sponsor and approved by the Sec-
retary in accordance with the provisions of
this title.

(b) Any such plan shall set forth a pro-
gram for providing child and family service
in the prime sponsorship area which—

(1) provides that programs or services un-
der this title shall be provided only for chil-
dren whose parents request them;

“(2) {dentifies child and family service
needs and goals within the area and describes
the purposes for which the financial assist-
ance will be used, giving equitable considera-
tion to the needs of children from each
minority group and significant segment of
the economically disadvantaged residing
within the prime sponscorship area;

(3) meets the needs of children and fam-
illes in the prime sponsorship area, to the
extent that avallable funds can be reason-
ably expected to have an effective lmpact,
with priority for services to chiidren who
have not attained six years of age;

(4) provides that programs receiving funds

under section 3(b) will give priority to pro- °

viding services for economically disadvan-
taged children by reserving not less than 65
per centum of such funds for the purpose of
serving economlically disadvantaged children;

(5) gives priority thereafter to: providing
services to children of working mothers and
single parents not covered under paragraph
(4); 3

(6) provides that, to the extent feasible,
each program within the prime sponsorship
area shall include children from a range of
socioeconomic backgrounds;

(7)(A) provides that no charge will be
made with respect to any child who is eco-
nomiceally disadvantaged, except to the ex-
tent that payment will be made by & third
party; and

(B) provides, pursuant fo criteria estab-
lished in regulations promulgated by the
Seoretary as required by section 206, an ap-
propriate and flexible fee schedule for chil-
dren who are not economically disadvan-
taged, designed to permit enrollment or con-
tinued participation in the program as family
income increases and based upon the slze
of the family, and its ability to pay, which
shgll provide for mppropriately reduc
provide that payment may be made in whole

(8) provides comprehensive services—
(A) ctgnmt mmﬂ n:n!s of minority

ETOUD | dren children of migrant agr
cultural workers with partieular emph ‘g?n
families

for the development of skills In English and
::dtpe other language spoken tn the home,

(B) to meet the needs of all children to
understand the history and cultural back-
ground of minority groups within the prime

'm mu?ia:f Tor divect nt participa-
or. | parent p
tion in the conduct, overall direction, and
evaluation of porgrams;

(10) provides that, insofar as possible, un-
employed or low-income persens residing in
communities being served by such projects
will be employed therein, including in-home
and part-time employment and opportu-
nities for fraining and career development,
provided that no person will be denied em-
ployment In any program solely on the
grounds that such person fails to t State
or local teacher certification standards:

(11) Includes a career development plan
for ; al and professional train-
i:g&dmm, and advancement on a career

(12) provides for the regular and frequent
dissemination of information in the func-
tmm-o«mmmm.ww
m_W and other Interested per-

: ; are
the actviities of the Aty

arrangements for the delegation, under the
supervision of the Child and Family Service
Council, to public or private gencles, institu-
tions, or organizations, of responsibilities for
the delivery of pro services, '
tlvit:eercrwhlchﬂmclﬂmtanuempm-
vided under this Aet or for planning or eval-
uation services to be made available with
respect to programs under this Act: '

(14) provides procedures’for the approval
of project applications submlifted {n accord-
ance with sectlon 107, Including procedures
for priority consideration of applieations,
submitted by public and private nonprofit
agencies and organizations with ongoing
child de Programs;

(15) provides, in the case of a prime spon-

to provide continulty between prog for
preschool and elementary school children;

prime sponsorship area funded under this
Act meet the applicable Federal standards as
preseribed in section 201 of this Act;

(18) provides, to the extent practicable,
for the use of financial assistance and serv-
ices avallable from State and local govern-
ment, Federal sources other than these pro-
vided in this Act, and private charitable
sources with respect to activitles and
services under the plan; and o

(19) provides for such fiscal contrel and

ling accounting procedures as the Secre-

tary may prescribe to assure proper disburse-

' ment of and accounting for Federal funds

patd to the prime sponsor.

(¢) No child and family service plan or
modification thereof submitted by a prime
sponsor under this section shall be approved
by the Secrefary unless he determines, in ac-
cordance with regulations which the Secre-
tary shall prescribe, that— y

(1) the educational agency for the area to
be served and other iate educational
and training agencies and institutions have
had an opportunity to submit comments to
the prime sponsor and to the Secretary:

" (2) each community action agency or
single-purpose 1 agency in the area
to be served i for the administra-

tlon of programs under this part or under
section 222(a) (1) of the Fronomic Oppor-
. tumity Act of 1964 has hnd an omportunity
to submit comments to the prime sponsor
and to the Secretary;

3

drawn only If the Secretary, In accordance
't latioms which he shall prescribe,

(1) written notice of intention to disap-
prove stich plan including & statement of

{2) a reasonahle time to submit corrective
amendments to such plan or undertake other
necessary corrective action, and

(3) an opportunity for a public hearing
upon which basis an appeal to the Secretary
may be taken as of right.

PROJECT APPLICATIONS

8eec. 107. (a) FPunds may be provided by
the prime sponsor for carrying out any pro-
gram under such prime sponsor’s compre-
hensive child and family service plan only

wawmlfcwmwm.\g

child care, employer or business organization,
labor union, or employee or labor manage-
ment organization. ;

(b) Financial assistance under this title
muy be provided to a project applicant for
any fiscal year pursuant to s project
application which is submited to the Child
and Family Serviee Council by a public or
private agency and which— ;

(1) deseribes the project, identiftes the
children and families it is desirned to serve,
and provides for the necessary such compre-

services.

each such conumittee shall be parents of chil-
dren served by such project, democratically
selected by parents of children served by the

project, and
(B) the remalning members of each such
committee shall consist of (i) persons who
; and who

with regulations that such persons are not
available to the area to be served;

(3) provides for direct participstion of
such parent policy committee in the devel-

opment and preparation of project applica-
tions under this title;

(4) nssures that the parent policy com-
mittee shall have responsibility for approv-
ing basic goals, policies, actions, and pro-
cedures for the profect applicant, and for
planning, overall conduct, personnel, budg-
eting, location of centers and facillties, and
direction and evalustion of projects, Includ-
ing approval of the project director and any
proim applications - and modifications
thereof;

(6) makes adequate provision for train-
ing and other administrative expenses of
such parent policy committes (including
necessary expenses to” enable low-income
members to participate in committes meet-
ings);

(6) #=sures that services shall be provided
without: charge to any child who. fs eco-
nomically disadvantaged except to the ex-
tent that payment will be made by a third
party, and that charges will be made to any
child who is not economically disadvantaged
according to fhe fee schedule established
pursuant to section 106(b) (T) (B):

(7} provides for the regular and frequent
dissemination of information in the func-

language :
stire that parents and interested persons are
fully informed of profect activities;

(8) provides opportunities for the diract
participation of parents, older siblings, and
ofher family members in the dally activities
of the programs in which their children are
enrolled; ;

(9) assures, to the extent practicable, em-
ployment of paraprofessional aldes and use
of volunteers, parents, older chil-
dren, students, older persons, and persons
preparing for careers In child developmens
and family service programs;

(10) assures that children will in no case
be eéxcluded from the programs operated pur-
suant to this title because of thelr partici-
patfon in nonpublic preschool or school pro-
grams or because of the intention of their
parents to enroll them in nonpublic schools
when they attain school age; -

(11) provides for such fiscal control and
fund accounting procedures as the prime
sponsor shall prese to assure proper dis-
bursément of and accounting for Federal
funds, .

(¢) A project application may be approved
by a prime sponsor upon {fs determination
that such application meets the require-
ments of this section and that the programs
provided for therein will otherwise further

sponsor’s

provisions of the prime or’s comprehen-
slve child and family service plan as ap-
proved pursuant to section 106.

(d) A lcatlon fro
or private agency seeking funds

tion 104(d) shall be submitted directly to

o<



the Secretary, and may be approved bx
termination

(¢) A prime sponsor may dl.sappmvn a
project application only if it provides to the
project applicant a written statement of the
reasons therefor. Such profect applicant may
submit an appeal to Secretary reguest-
ing the direct approval of such application
or modification thereof. Any such appeal
shall Include such comments, Including the
project applicant's response to the prime
sponsor's statement of reasons for disap-
proval, as the project applicant may deem
appropriate or as the Secretary may require.

SPECIAL GRANTS TO STATES

8!!: 108. (a) Upon lppucm submitted -

provid
State for eamrrylng out activities for the pur-
poses of—

(1) establishing a child and family serv-
ices Information in order tr im-
prove their guality and availability and im-

prove the accessibility of such services to
parents who need them;

(2) identifying ohud and family service
goals and needs within the State;

(8) coordinating all State child and family
services, and encouraging the cooperation
and participation of State agencles in pro-
viding such services, including health, fam-
ily planning, mental health, education, nu-
trition, and family, soclal and rehabjlitative
services whers requested by appropriate
prime sponsors In the development and im=-
plementation cof comprehensive child and
family service plans;

(4) encouraging the full use of resources
and facilities for child and family service
programs within the State;

(6) developing, enforcing, and assessing
Btate codes for licensing child and family
service facilltles within the State;

(8) assisting public and private agencles
and organizations In the acquisition or im-
provement of facllitles for child and family
service programs;

(7) assisting in the establishment of Child
and Family Service Councils and strengthen-
ing the capability of such Councils to effec-
tively plan, supervise, coordinate, monitor,
and evaluate child and family service pro-
grams;

(8) developing information useful In re-
viewing prime sponsorship applications un-
der section 104 and of comprehensive child
and famlily service plans under section 106.

(b) In order to receive funds under this
sectlon, a State shall establish a Child and
Family Service Council as prescribed in sec-
tion 104(a).

(c) Funds received by the State under this
section shall be in addition to any funds such
State may receive under this title pursuant
to an approved prime sponsorship application
and comprehensive child and family service
plan.

ADDITIONAL CONDITIONS FOR PROGRAMS IN-
CLUDING CONSTRUCTION OF ACQUISITION

BSec. 100. (a) Applications for financial as-
slstance for projects in¢luding construction
or acquisition may be approved only if the
prime sponsor, or the Secretary in cases of
applications submitted for his approval, de-
termines that construction or acquisition of
such facilities is essential to the provislon
of adequate child care services, and that
rental, lease, or lease-purchase, remodeling,
or renovation of adequate facilities is not
practicable.

(b) If any facility assisted under this title
shall cease to be used for the purposes for
which it was constructed, the United States
shall be entitled to recover from the appli-
cant or other owner of the facility an amount
which bears to the then value of the facility
(or so much thersof as constituted an ap-
proved project) the same ratio as the amount
of such Federal funds bore to the cost of the
facility financed with the ald of such funds
unless the Secretary determines in accord-
ance with regulations that there is good cause
for releasing the applicant or other owner
from the obligation to do so. Such value shall
be determined by agreement of the parties or
by action brought In the United States dis-
trict court for the district in which the fa-
cility is situated.

(&) All laborers and mechanics employed by
contractors or subcontractors on all con-
struction, remodeling, renovation, or altera-
tion projects assisted under this title shall be
pald wages at rates not less than those
prevalling on similar construction in the
locality as determined by the Secretary of

' Labor in accordance with the Davis-Bacon
Act, as amended (40 U.8 .C'276a-276a-5) . The
Secretary of Labor shall have with respect to
the labor standards specified in this section
the authority and functions set forth in Re-
organization Plan Numbered 14 of 1950 (15
F.R.3176) and section 2 of the Act of June 13,
1934, as amended (40 US.C. 276c).

(d) In the case of loans for construction,
the Becretary shall prescribe the interest
rate and the perlod within which such loan
shall be repaid, but such interest rate shall
not be less than 3 per centum per annum
and the period within which such loan is to
be repald sh.nll not be more than twenty-five
years.

{e) The ﬂderal m!stance for construction,

remodeling, renovation, alteration, or ac-
quisition of facilities, may be in the form

of grants or loans. Repayment of loans shall,

to the extent required by the Secretary, be
returned to the prime sponsor from whose
financial assistance the loan was made, or
used for additional loans or grants under this
title. Not more than 15 per centum of the
total financlal assistance provided to a prime
sponsor under this title shall be used for
construction of facilities, with no more than
7%, per centum of such assistance usable for
grants for construction. Finanelal assistance
for construction or acquisition of facilities
pursuant to this Act shall be available only
to public and private nonprofit agencies,
institutions, and organizations.
USE OF PUBLIC FACILITIES FOR CHILD AND
FAMILY SERVICE PROGRAMS

Sec. 110. (a) The Secretary, after consulta-
tion with other appropriate officials of the
Federal Government, shall within eighteen
months after enactment of this Act report
to the Congress with respect to the extent to
which facilities owned or leased by Federal
departments, agencies, and independent su-
thorities could be made available to public
and private agencies and organizations,
through appropriate arangements, for use as
facilities for child and family service pro-
grams under this title during times and
periods when not utilized fully for their
usual purposes, together with his recom-
mendations (including recommendations for
changes in leglslation) or proposed actions
for such use,

(b) The Secretary may require, as a con-
dition to the receipt of assistance under
this title, that any prime sponsor under this
title agree to conduct a review and provide
the Secretary with a report as to the extent
to which facilities owned or leased by such
prime sponsor, or by other agencies in the
prime sponsorship area, could be made avail-
able, through appropriate arrangements, for
use as facilities for child and family service
programs under this title during times and
periods when not utilized fully for their
usual purposes, together with the prime
sponsor's proposed actions for such use.

PAYMENTS

Bec. 111. (a) In accordance with this sec-
tion, the Secretary shall pay from the appli-
cable allocation or apportionment under
section 103 the Federal share of the costs of
programs, services, and activities, in accord-
ance with plans or applications which have
been approved as provided in this title. In
making such payment to any prime sponsor,
the Secretary shall include in such costs an
amount for staff and other administrative
expenses for the Chlld and Family Service
Councils and for parent policy committees,
consistent with limitations contained in this
title.

(b) The Secretary shall pay from funds ap-
propriated under section 3(a) for fiscal year
1876 an amount equal to 100 per centum of
the cost of planning, training, and technlcal
assistance.

(1) Except as provlded in puagraphs (2)
and (3) of this subsection, the
shall pay from funds appropriated under
section 3(b) for fiscal year 1977 an amount
not in excess of 80 per centum and from
funds appropriated under section 3(b) for
fiscal year 1078 and subsequent years an
amount not to exceed 80 per centum of the

cost of carrylug out programs, services, and
activities under this title. The Secretary may,
in accordance with such regulations as he
shall prescribe, approve assistance In excess
of such percentage if he determines that
such action is required to provide adequately
for the child and family service needs of eco~
nomically disadvantaged children.

(2) The Secretary shall pay an amount
equal to 100 per centum of the costs of pro-
viding child and family service programs for
children of migrant agricultural workers
under this title. -

(3) The BSecretary shall pay an amount
equal to 100 per centum of the costs of pro-
viding child and family service programs for
children in Indian tribal organizations under
this title,
~ (¢) The non-Federal share of the costs of
programs assisted under this title may be
provided through public or private funds
and may be in the form of cash, goods, serv-
ices, or facilities (or portions thereof that
are used for program purposes), reasonably
evaluated, or union or employer contribu-
tlons. Fees collected for services shall not be
used for the non-Federal share, but shall be
used by the prime sponsor to improve and
expand programs under the comprehensive
child development and family service plan.

(d) If, with respect to any fiscal year, a
prime sponsor or project applicant provides
non-Federal contributions or any program,
service, or sactivity exceeding its require-
ments, such excess may be applied toward
meeting the requirements, for such contri-
butions for the subsequent fiscal year under
this title.

(e) No State or unit of general local gov-
-ernment shall reduce its expenditures for
child development or child care programs
by reason of assistance under this title.

TITLE II—STANDARDS, MORUMT.
AND EVALUATION
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FEDERAL STANDARDS FOR CHILD CARE

Sec. 201. (a) (1) Within six months after
the enactment of this Act, the Secretary
may, after consultation with other Federal
sgencies and with the approval of the com-
mittee established pursuant to subsection
(d) of this section, promulgate a common
set of program standards which shall be ap-
plicable to all programs providing child care
services under this or any other Federal Act,
to be known as the Federal Standards for
Child Care. If the Secretary disapproves the
committee's recommendations, he shall state
the reasons therefor.

(2) Buch standards shall replace but shall
be consistent with the Federal Interagency
Day Care Requirements as approved by the
Department of Health, Education, and Wel-
fare, the Office of Econnomic Opportunity,
and the Department of Labor on Septem-
ber 23, 1968. The 1968 requirements will con-
tinue to apply to all applicable programs
until program standards authorized by sub-
sectfon (a) are in effect.

(3) Not less than sixty days prior to im-
plementation of program standards pursuant
to subsection (a) of this section, the Becre-
tary shall submit such proposed program
standards fo the Committee on Labor and
Public Welfare of the Senate and the Com-
mittee on Education and Labor of the House
of Representatives. Upon majority vote of
either Committee within such sixty days
disapproving such proposed program stand-
ards, such standards shall not take effect.

(b) The Secretary shall establish policies
and procedures, in accordance with regula-
tions which he shall prescribe, to assure
that all programs and projects assisted un-
der this Act address, on a continuing basis,
the individual need of and the appropriate-
ness of child and family service for very.
young children served—

(1) any program or project providing care
outside the home for very young children

shall be reviewed and evaluated periodically
and frequently the Secretary, to insure
that it meets the highest standards of qual-
ity; and the Secretary may reserve such funds
as he deems necessary from funds available
under this Act for the purpose of evaluation,
by appropriate persons, of programs under
this Act in order to Insure compliance with
subsections (a) and (b) of this section.

(2) no program or profect described in
elause (1) of this subsection shall be ap-
proved for assistance under this Act uniess
it Is specifically authorized and approved by
the Secretary.

(e) (1) Upon determinsation that & prime
sponsor or project is in violation of one or
more of the provisions of this section, the
Secretary shall give lmmediate public notice
of such determination to such prime sponsor
or project and, if such violation or viclations
have -not been corrected, shall commence
action within ninety days of such determina-
tfon to withhold funds under section 204,

(2) Upon. det-erml.nnﬁon that a project is
in violation of one or more of the provisions
of this section, the prime sponsor shall give
immediate notice of such determination to
such project and, if such violation or viola-
tlons have not been corrected, shall com-
mence action within ninety days of such
determination to withhold funds under
section 204,

{(d) The Secretary shall, within sixty days
after enactment of this Act, appoint aSpechl
Committes on Federal Standards for Child
Care, which shall include parents of children
enrolled in Headstart and child care pro-
grams, representatives of public and private
agencies and organizations administering
such programs, specialists, and other public
and private providers of child and family.
services, individuals engaged in licensing ac-
tivities, and others interested in services for
children. Not less than one-half of the mem-
bership of @he committee shall consist of
parents of children participating in programs
conducted under title I of this Act and sec-.
tion 222(a) of the Economic Opportunity Act
of 1964 and title IV-A of the Social Security
Act, or other public programs providing child
and family services. Such committee shall
participate in the development of Federal
Standards for Chlld Care and modifications
thereof as provided in subsection (a). 4

(e) In no event shall any prime sponsor:
or program or project receiving assistance’
under this Act reduce the quality of services
provided under this Act below the standards
established in this section.

DEVELOPMENT OF UNIFORM CODE FOR
FACILITIES

Sec. 202. (a) The Secretary shall, within

mztydaysattermaateotemnnmtotms

Act, appoint a special committee to develop
sunifoimmlnimumcodafwmmﬁm. to be
used in 1k child and family serv-
ices facilities. Such standards shall deal prin-
cipally with these matters essential to the
health, safety, and physical comfort of the
children and the relationship of such mat-
ters to the Federal Standards for child care
developed under section 201,

b) The special commitice appointed un

daé' this section shall Include parents of chil-
dren enmnad in comprehensive child services
P! and representatives of State and
local licensing agencies, public health offi-

1S



‘agencies or organizations interested
sérvices for children, Nbblmﬂnnono—h:;

ofﬁzammbemhlpoftheonmmitﬁeoahm_

consist of parents of children enrolled in

programs conducted under this title, ssctkm
222(a) (1) of the Economic Opportunity Act
Mo&s. and title IV of the Social Security

(c) Within six months of its appointment,
the special committee shall complete a pro-
posed uniform code and shall hold public
hearings on the proposed code prior to sub-
mitting itsﬂmlmmmmnndnﬂm to the Sec-
retary for his approval.

(d) The Secretary must approve the code
88 & whole or secure the concurrence of the
specinl committee to changes therein, and,
upon approval, such standards shall be ap-
plieable to all facilities receiving Federal fi-
nancial assistance under this Act or in which
programs recelying such Federal financial
assistance are operated; and the Secrefary
shall also distribute such standards and urge
their adoption by States and local govern-
ments. The Secretary may from time to time
modify the uniform code for facilities in ac-
cordance with the procedures described in
subsections (a) through (d).

FROGRAM MONITORING AND ENFORCEMENT

8gc. 203. The Seoretary shall provide,
through the Office of Child and Family Serv-
1oes, for regular and periodic monitoring and
programs under this Act to assure compli-
ance with the child care standards and other
requirements of this Act, and shall provide
for the establishment and maintenance of
suflicient trained staff In such office to ac-
complish the purpose of this section.

_ WITHHOLDING OF GRANTS

Bec. 204. Whenever the Secretary, after rea-
sonable notice and opportunity for a hearing
to any prime sponsor, or project applicant,

(1) that there has been a failure to comply
substantially with any requirement set forth
in the plan of any such prime sponsor
sppmwed under section 106; or

(2) that there has been a failure to comply
with applicable standards pursuant to sec-
tion 201; or

(8) that there has been a fallure to comply
substantially with any requirement set forth
in the applcation of any such project appli-
cant approved pursuant to section 107; or

- (4) that in the operation of any plan,
program, or project carried out by any such
sponsqi- or project applicant or other
mmhnt financial assistance under this
Aot there is a fallure to comply substantially
with any provision of this Act or
regulation promulgated thereunder;
the Secretary shall notify such prime spon-
aﬂr. project applicant, or other recipient of
his findings and that no further payments
may be made to such sponsor, project appli-
cant, or other recipient under this Act (or
in the Secretary's discretion that any such
prime sponsor shall not make further pay-
ments under this Act to specified project
applicants affected by the fallure) until he
is satisfied that there is no longer any such
fatlure to comply, or that the noncompliance
will' be promptly corrected. The Secretary
may authorize the continuation of payments
with respect to any project assisted under
this Act which is being carried out pursuant
to such plan or application and which is not
involved In any noncompliance.
CRITERIA WITH RESPECT TO FEE SCHENULES

Sec. 205. (a) Not later than one hundred
and eighty days after the enactment of this
Act, the Secretary shall by regulation estab-
lish criteria for the adoption of fee schedules
by prime sponsors as provided in section
106(b) (7) (B) of this Act. SBuch eriteria shall
be designed to permit enrollment or contin-
ued participation in the program as family
income increases, shall be based on family
size, and abllity fo pay, and shall provide for
appropriately reduced charges for less than
full-day care, and shall be sappropriately
adjusted for regional and urban-rural differ-
ences in the cost of living or determined by
the Bureau of Labor Statistics.

(b) NWot less than sixty days prior to
implementation of the ecriteria established
by the Secretary pursuant to section 108(b)

(M) (B), the Secretary shall submit such
proposed criteria to the Committee on Laboy
and Public Welfare of the Senate and

Committee on Education and Labor of the
House of Representatives. Upon a majority
vote of either committee disapproving such
proposed critéria, such criteria shall not take
effect and the Secretary shall within sixty
days promulgate revised criteria. Such re-
vised criteria, and any revision to criteria
established pursuant to this section shall be
subject to the requirements of this section.

EVALUATION

Sec. 208. (&) The Secretary shall make an

evaluation of Federal involyement in child
and family services, which shall include—
(1) enumeration and description of all

activities which affect child and

family service programs;
(2) analysis of expenditures of Federal
funds for such activities and services;

(3) determination of the cﬁecr.ivm of
such activities and services;

(4) the extent to which preschool, minor
ttp m and economicaily

[5) such mhﬁuns
recomme: to Congress as
the Secretary may deem appropriate,
(b) The results of the evaluation required
by mbucﬂon (a) of this section shall be

reported to Congress not later than two

years after enactment of this Act.

(c) The Secretary shall establish such
procedures as may be necessary to conduct
an annual evaluation of Federil involvement
in child and family services programs, and
shall report the results of each such evalu-
atlon to Congress,

(d) Prime sponsors and project applicants
assisted under this Act and departments and
agencies of the Federal Government shall,
upon request by the Secretary or the Comp-
troller General of the United States make
available, consistent with other provisions
of law, such information as the Secretary
determines is necessary for purposes of mak-
ing the evaluation required under subsection
(e) of this section, or the Comptroller Gen-
eral determines is necessary for an inde-
pendent evaluation.

(¢) The Secretary may enter into con-
tracts with public or private nonprofit agen-
cies, organizations, or individuals to carry
out the provisions of this section.

(T) The Becretary shall reserve for the pur-
poses of this section mnot less than 1 per
centum, but not more than 2 per centum, of

+the amounts available under section 3(b) of
this Act for any fiscal year.
) DEMONBTRATIONS

Sec. 301. (a) The Secretary Is authorized to
carry olit a program of research and demon-
stration projects, which shall include but not
be limited to— . }

(1) research to develop technigues to
measure and eyaluate child and family serv-
ices, and to develop standards to evaluate
professional and paraprofessional child and
family service.

personnel;

(2) research to test preschool programs
emphasizing reading and madlng readiness;

(3) preventive medicine and technigues
and technology, Including multiphasic
screening and . Yo improve the early
diagnosis and trutment of diseases and
learning disabilities of preschool children.

(4) research to test alternative methods of
providing child and family service;

(5) evaluation of research findings and the
development of these findings and the effec-
tive appiication thereof;

(6) dissemination and application of re-

" search and development efforts and demon-

stration profects to child and family service
and related programs and early childhood
education, using regional demonstration cen-
ters and advisory services mmw

{7) production of informational systems
and other resources necessary to support the
activities authorized by this Act; and

(8) a study of the need on a nationwide
basis for child and family servioes programs
and of the resources, including personnel,
which are svailable to meet this need,

(b) In order to carry out the program pro-
vided for in this section, the Secretary is
suthorized to make grants to or enter into
contracts or other arrangements with public
or nonprofit private agencies (including other
Government agencies), organizations, insbi-
tutions, and individuals,

(¢) (1) The BSecretary shall coordinate,
through the Office of Child and Family Berrv
ices established under sectitm 101(a), all
child and family services research, training,
and development efforts conducted within

of Health, Eduecation, and
'Welxm and, to the extent ;ﬁbﬁdby‘sﬂhar
agencies, organizations, an ividua’

(2} Funds avatiable to any Federal depart-
ment or agency for the purposes of this title
shall be avallable for transfer, with the ap-

of the head of the department or
agency involved, in whole or in part, to the
Smmryfmmuhmuuwmtmt with
the purposes for which such funds were pro-
vided, and the funds so transferred shall be
expendable by the Secretary through the
Office of Child and Family Services estab-
lished under section 101(n), fm-the purposes
for which the transfer was made.

(d) The Secretary shall conduct special
demonstration, and model programs, which
demonstration, and model programs shall be
subject to the fullest extent practicable to
each of the régquirements with respect to
project applications under section 107.

(@) The Secretary shall report to Congress
not Iater than September 1, 1876, summariz-
ing his Activities and accomplishments under
this section during the preceding fiscal year
and the grants, contracts, or other arrange-
ments entered into and making such recom-
mendations (including recommendations for
legislation) as he may deem appropriate.

TITLE IV—TRAINING OF PERSONNEL FOR
CHILD AND FAMILY SERVICES
PRESERVICE AND INSERVICE TRAINING

 BEr, 401, The Bnmtary is authorized to
make ,;hymmu'to provide financial assist-
iy : amp‘!qwd or pre-

in ohild and !amnr

services programs assisted under this Act,
mm;

anning, developing, and carrying out
child and family services programs,

TITLE V—GENERAL PROVISIONS
SEC. 501. As used In this Act, the term—
(1) “Secretary” means the Secretary of

Health, Education, and Welfare;

(2) “State means the several States and
the District of Columbia, Puerto Rico, Guam,
American Samoa, the Virgin Islands, and the
Trust Territory of the Pacific Islands;

(8) “child and family service programs"”
means programs on & full day or part-day
bnﬂswhhhmwdeﬁramnsemrthem
vision of the educational, nutritional, health,
and other services needed to provide the op=
portunity for children to attain their fiu
potential, including services to other family
members;

(4) “children™ means individuals who have
not attained the age of fifteen; »

{5) “economically disadvantaged children™
means any children of a family having an
annual income below the lower living stand-
ard budget (adjusted for regionsl and met-
ropolitan, urban, and rural differences, and
family size), as determined annuslly by the
Bureau of Labor Statistics at. the Depm
ment of Labor;

(8) “handicapped children" includes men-
tally retarded, hard of hearing, deal, speech
tmpaired, visually handicapped, seriously
emotionally disturbed, crippled, or other
health impaired children who by reason
thereof require speclal education and related
services; A5

(7) “program” includes any program, serv-
ice, or activity, which is conducted full- or

-time in the home, in schools, or in child

facilities;

{8) “parent” means any person who has
primary day-to-day responsibility for any
child;

(9) “single parent” means any person who
has sole day—to-day responsibility for any
child;

(10) - “working mother” means any mother
who needs child or family service in order
to undertake or continue full- er part-time
employment, training, or education outside
the home; . :

{11) “minority group” includes, but is not:
limited to, persons who are Negro American.

5 surnamed American, Portu-
guese, or Oriental, and, as determined by the
Secretary, children who are from environ-
ments in which a dominant language is other
than English and who, as a result of language
barriers, may need m_d,
for the purpose of this paragraph, “
surnamed Americans” includes, but is not
limited to, persons of Mexican, Puerto Rican,
Cuban, or Spanish origin or ancestry;

(12) "bilingual” includes, but 1s not lim-
ited to persons who are Spanish-surnamed
Americans, American Indian, Oriental, Por-
tuguese, or others who have learned during
childhood to speak the language of the mi-
nority group of which they are members
and who, as A result of 1anguage barriers, mey
{18) “local educational agency” means any
such agency as defined in section 801(f) of
the Elementary and | Education
Act of 1985;

(14) "unit of general local government'
means any political subdivision of a State
having general governmental powers,

"RWUTRITION SERVICES

Sec. 502. In accordance with the purposes
of this title, the Secretary of Health, Educa-
tion, and Welfare shall establish
to assure that adequate nutrition services
will be provided in child and family services
programs under this Act, Such services shall
make use of the special food service
for children as defined under section 13 of
the National School Lunch Act of 1948 and
the Child Nutrition Act of 1968, to the fullest
extent appropriste and consistent with the'
provisions of such Acts.

SPECIAL PROVISIONS
Sgc. 503. (a) The Secretary shall not pro-

agreement with respect to. nmh program
specifically provides that no person with re-
sponsibilities in the operation of such pro-
gram will discriminate wﬂ;huqaotto‘
program, program participant, or eny appli-
cant for participation in such program be-
cause of race, creed, color, naﬂmatmism,
sex.pgmumaﬂ.llnﬁonorhanaﬁ

(b) nopmmmmmamnm
on the ground of sex be excluded from ,.
ticipation in, be denied the benefits o
subjected to d.l.scrlmmat:lnn under,

s

or“be
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Beem 853.(‘1“&): n! m m is
amended—

{&)bymmnsdnhinmnmmm
or public heal

" and inserting in leu

5

t'puhuowm.umopmﬂmut
child care facilities'; o

(B) by inserting atter “hand
clause (AJ andelim (B)ntthaﬂntsm-
tence the following: “child eare facilities”;
(01 bymaerﬁngaﬂsr"pumomﬂ:pw-

E

poses' mmm:mﬁmw ‘the follow-

ing: *, orm opmdnhnﬁme

Ahl1s”




concerned with or operating programs relat-

ing to child and family services and at least

one person who s particularly skilled by

virtue of ml.ujng or experlence in child and
services;

(38) at least one-third of the total mem-
bership of the Child and Family Service
Council shall be persons who are econom-
ically disadvantaged. Ea.ch Dnuncn shall se=-
lect its own

(4) in establishing a Ohlla ‘Development
and Family Bervice Councll under this sec-
tion, the prime sponsor shall give due con-
sideration to the membership of child ecare
and day care coordinating bodies then exist-
ing in the area to be served.

{b) In accordance with procedures which
the Becretary shall establish pursuant to
regulations, each prime sponsor designated
under section 104 shall provide, with respect
to the Child and Family Service Councils
established and maintained by such prime

, that— E

(1) the parent members described in para-
graph (1) of subsection (a) of this section
shall be democratically selected by parents
as follows:

(A) in the case of Councils established by
prime sponsors which are States, by the par-
ent members of local program councils es-
tablished under section 104(c) (3): and

(B) in the case of Councils established by
prime sponsors other than Btates (and by
States with respect to local program coun-
cils), initially by parents who are recipients
of federally assisted child care services, with
equitable and appropriate consideration to
parents selected by the parent members of

Headstart policy committees and, at the
earliest practicable time, by the parent mem-
bers of parent policy commitees established
under section 107(b) (2);

(2) the terms of office and any other
policies and procedures of an organizational
nature, including nomination and election
procedures, are appropriate In accordance
with the purposes of this Act;

(3) such Council shall be responsible for
approving child and family service plans,
basle goals, policies, procedures, overall
budget policles and project , and the
selection or establishment and annual re-
newal of an administering agency or agencles
and will be responsible for annual and on-
going evaluation of child and family service
programs according to criteria established by
the Secretary; and

(4) such Couneil shall, upon its own ini-
tiative or upon request of a project applicant
or any other party in interest, conduct public
hearings before acting upon applications for
financial assistance submitted by project ap-
plicants under this part.

CHILD AND FAMILY SERVICE PLANS

Sec. 106, (a) Financlal assistance under
this title may be provided by the Secretary
{or fiscal year 1876 and any subsequent fiscal
year to & prime sponsor ted pursuant
to section 104 only pursuant to a child and
family service plan which Is submitied by
such prime sponsor and approved by the Sec-
retary in accordance with the provisions of
this title.

(b) Any such plan shall set forth a pro-
gram for providing child and family service
in the prime sponsorship area which—

(1) provides that programs or services un-
der this title shall be provided only for chil-
dren whose parents request them;

(2) identifies child and family service
needs and goals within the area and describes
the purposes for which the financial assist-
ance will be used, giving equitable considera-
tion to the needs of children from each
minority group and significant segment of
the economicplly disadvantaged reslding
within the prime sponsorship area;

(3) meets the needs of children and fam-
illes in the prime sponsorship area, to the
extent that available funds can be reason-
ably expected to have an effective impact,
with priority for services to children who
have not attained six years of age;

(4) provides that programs recelving funds

under gectlon 3(b) will give priority to pro- -

viding services. for economically disadvan-
taged children by reserving not less than 65
per centum of such funds for the purpose of
serving economically disadvantaged children;

(5) gives priority thereafter to providing

services to chilldren of working mothers and
single parents not covered under paragraph
(4);

(6) provides that, to the extent feasible,
each program within the prime sponsorship
area shall Include children from a range of
socioeconomic baekgrounds;

{7) (A) provides that no charge wiil be
made with respect to any child who is eco-
nomically disadvantaged, except to the ex-
tent that payment will be made by a third
party; and

(B) provides, pursuant to criteria estab-
lished in regulations promulgated by the
Secretary as required by section 205, an ap-
propriate and flexible fee schedule for chil-
dren who are not economically disadvan-
taged, designed to permit annﬂment or con=
tinued participation in the program as family
income increases and based upon the size
of the family, and its ability to ‘pay, which
shall provide for appropriately reduced
charges for less than full day care, and shall
provide that payment may be made in whole

biltngual
for the development of skills in English and
&memmmmmmmm
(B) to meet the needs of all children o
understand the history and cultural back-
mdmmymmwmmepmna

sponsorship area;

(9) provides for direct t participa-
tion in the conduct, mrernn direction, and
evaluation of porgrams;

(10) provides that, insofar &s possible, un-
employed or low-iicome persons residing in
communities being served by such projects
will be employed therein, including in-home
and pari-time employment and opportu-
nities for fraining and career development,
provided that no person will be denied

denied em-
ployment In any program solely on the
grounds that such person fails to taht.e

or local teacher certification standar

(11) mc‘ruﬂas a career development plm
{:‘; eduecation, and a;::n 13

comen

(m ona meer

provides n:n' the regular and frequen
dissemination of information in the mnnt
tional Ianguage of those to be served, to as-
sure m parents
sONS e community are fully informed
the actviities of the prime sponsor, mo;
and Family Service Councll, project appli-
cants, and parent policy committees:

(13) sets forth provisions describing any
arrangements for the delegation, under the
supervision of the Child and Family Service
Council, to public or private gencles, Institu-
tions, or organtzations, of responsibilities for

tivities for which financial assistance is pro-
vided under this Aect or for planning or eval-
uation services to be made available. with
recp( &c}t pt:c mﬂﬁn under this Act;

procedures” for the val
of project applications submitted mapmpm:d_
ance with section 107, indluding procedures
for priority consideration of applications
submitted by public and private Tnonprofit
agenﬂes and orga:uias.ﬁona with ongoing
chi 't programs;

(15) provides, in the case of a prime spon-
sor located within or adjacent to a metro-
politan area, for coordination with other
prime sponsors located within such metro-
politan area, and arrangements for coopera-
tive funding where appropriate, and particu-
larly for such coordination where appm-
pnuaatn meet the needs of children
parents working or participating in ‘lnm!ng
or otherwise occupled during the day within
& prime sponsorship area other than that fn
which they reside;

(16) provides for coordination of other

child care and related
e e muumm

employment) within the prime m
area with the programs ll;nl.lﬂd. under this
Act, ineluding procedures and
to provide continuity between :
preschool and elementary school chﬂdmn.

(17) provides for such monitoring and
evaluation procedures including licensing,
inspection, and enforcement activities as may
be necessary to assure that programs in the
prime sponsorship area funded under this
Act meet the applicable Federal standards as
prmamaeﬂonmmmm :

(18) provides, to the extent practicable,
for the use of financial .

(19) pmvldes for such fiscal contrel and
funding accounting procedures as the Secre-

tary may prescribe to assure proper disburse-

' ment of and accounting for Federal funds

paid to the prime sponsor.

(¢) No chfld and family service plan or
modification thereof submitted by & prime
sponsor under this section shall be approved
by the Secretary unless he determines, in ac-
cordance with regulations which the Secre-
tary shall prescribe, that—

(1) the educational agency for the area to
be served and other app educational

had an opportunity to submit comments to
the prime sponsor and to the Secretary;

under this part or under
section 222(a) (1) of the Economic Oppor-
tunity Act of 1084 has had an onportunity
to submit comments to the prime sponsor
and to the Secretary;

(8) In the case of ap!sn submitted by a

Family Service an oppor-
tmtywmhnﬂtmmﬂﬁumpﬂme
sponmrkundto‘ma s

may be disapproved or a prior appmvsl with~

3

on!ytilf mmtgy ;nmaccordmce
y regulations ) prescribe,
ﬁﬂrpmvﬁfﬁ

(1) written notice o!mtanﬂontodfsap
prove such plan including a statement of

the reasons therefor, |

(2) = reasonahle time to submit corrective

(3) an opportunity for a public hearing
upon which basis an appeal to the Secretary
may be taken as of right.

PROJECT APPLICATIONS

Sec, 107. (a} Funds mrhapmvidea.' br
theprhnosponmrformry:ngumm
gram under such prime sponsor's com;
hensive child and family service plen only
to a qualified public or private agen ‘or
organization, including but not d to

start agency, devel

., parent perative, organization
of agricultural workers, organiza-
tion of Indians, interested in

;:h!ld care, employer or business organization,
abor union, or employee or labor manage-
ment organisation.

() Finaneclal! assistance umder this title
may be provided to a project applicant for
any fiscal year only pursuant

fon which is submited to the Child
and Family Service Counci by a public or
private agency and which—

(1) deseribes the project, identifies the
children and families it fs desirned to serve,
and provides for the necessary such compre-

services,

(2) provides for estabHshing smd main-
taining a parent policy committee
of not less than ten members as follows—

(A) mmmmummmor
each such committee shall be parents of chil-
dren served by such project, demoecratically
selected by parents of children served by the
project, and

(B) the remaining members of each such
committee shall consist of (1) persons who

(1) utmanmnwhohpuﬁm?
skilled by virtue of training or
child care, ehild health; child welfare, ar
other child care services, except that the
Secretary may waive the requirement of this
cuuswmmaummmmm
with regulations that such persons are not
available to the area to be served;
(3) provides for direct participstion of
such parent policy committee in the devel-

opment and preparation of project applica-
tions under this title;

(4) assures that the parent policy com-
mittee shall have flity for approv-

eting, location of centers and facilities, and
direction and evaluation of projects, includ-
ing approval of the project director and any
project applications and modifications
thereof; ;

{5) makes adequate provision for train-
ing and other administrative expenses of
such parent policy commilftee (including
necessary expenses tp‘enable low-Income
members to participate in committee meet-
ingsy:

(6) dssures that services shall be provided
without charge to any child who is ecn-
nomically disadvantaged except to the ex-
tent that payment will be made by a third
party, and that charges will be made to any
child who is not economically disadvantaged
according to the fee schedule established
pursuant to section 106(B) (T) (B) .

(7) provides for the regular and frequent
dissemination of informmtion In the func-
tional language of those to be served, to as-
sure that parents and fnterested persons are
fully mformed of profect activities;

(8) provides opportunities for the direct
participation of parents, older siblings, and
other family members in the daily activities
of the programs In which thelr children are
enrolled;

(9) assures, to the extent practicable, em-
ployment of paraprofessional aides and use
of volunteers, older chil-
dren, students, older persons, and persons
prepa.rtng for careers in child development
and family service programs;

(10) assures that children will in no case
be excluded from the programs operated por-
suant to this title because of their partici-
pation in nonpublic preschool or school pro-
grams or because of the intentlon of their
parents to enroll them in nonpublie schools
when they attain school age;

(11) provides for such fiscal eontm! and
fund accounting procedures as the prime
sponsor shall to assure proper dis-
pursement of and accounting for Federal
funds,

{¢) A project applmatton may be approved
by a prime sponsor upon {ts determination
that such application meets the require-
ments of this section and that the programs
provided for therein will otherwise further
the objectives and satisfy the appropriate
provisions of the prime sponsor's comprehen-
sive child and family service plan as ap-
proved pursuant to section 106,

d) A project q:pml.ﬂmr from a public

"wﬂm agency seeking funds under seo-
tlon mmn shall be submitted direcfly fo

P ele
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By Mr. MONDALE:

8. 1153. A bill to amend the Internal
Revenue Code of 1954 to require that
charitable organizations which solicit
contributions from the publie pay out at
least half of their gross revenues in
charitable activities and for other pur-
poses. Referred to the Commitiee on
Finance.

TREUTE IN CONTRIBUTIONS ACT

Mr. MONDALE. Mr. President, about
140 years ago, a Frenchman named
Alexis de Tocqueville wrote a book in
which he tried to define the character of
the new "Americans.” Nothing impressed
him more than our spirit of gemerostty.

De Tocqueville wrote:

When an American needs the assistance of
his fellow, it 1= very rare for that to be re-
fused, and I have often seen It given spon-
taneously and eagerly.

He continued:

When there s an secident on the public
road people hurry from sil sides to help the
victim, and, when some unexpected disasser
sirfikes a famity, a thousand strangers will-
ingly open their purses, and small but very
numesrons gifts relieve thelr dimtress.

De Toequeville's insights still have
meaning for us t.od% )
¥he spirit of charlty
i alive and well in the United States
more than a century after he first de-
sertbed it.

T have been impressed for years with
this extraordinary commitment of
Americans 1o helping people in need.
During our lifetime, American charity
has accepted the challenge of some of
our most terrihle problems. It has helped
to virtually eliminate tuberculosis and
polio, to feed millions of hungry chil-
dren, to aid the crippled and disen-
franchised, and to offer new hope and
new life to countless victims of our
soclety.

It is with this tradition of commit-
ment in mind that I introduce today the
Truth in Contributions Act. My hope is
that legislation of this type will help us
to strengthen worthwhile, existing chari-
table efforts: encourage new ones; and
discourage activities which are conducted
in the name of charity but which have
no charitable purpose at all. ¢

The proposed legislation has evolved
Trom a year of study, Investigation and
hearings of the Subcommittee on Chil-
dren and Youth, of which I am chair-
man.

We felt it was appropriate for a eon-
gressional committee to conduct such a
study because of the substantial Federal
support these organizations recelve. We
identified at least three types of Gov-
ernment subsidy to charities serving
children and yvouth: the tax exemption;
nonprofit malling rates; and registration
with the Advisory Committee on Volun-
tary Forelgn Ald of the U.8. Agency for
International Development.

Senate

In the subcommittee’'s work, we fo-
cused on organizations which emphasize
service to children in thelr programs
and/or in their fundralsing efforts, We
were not able to hold hearings on all of
these organizations. We were not even
able to compile a complete list of them,
because even the Internal Revenue Serv-
ices does not have one.

Our work showed that most of these
groups are led by dedicated persons who
are doing an impressive job of assisting
youngsters who need help.

But our investigation also uncovered
some shocking and misleading practices
on the part of some organizations claim-
ing to be charities. For example, we
found an organization which raised some
$10 million over 10 years to help asth-
matic children. A close examination of
the records showed that about 15 cents
of every dollar had been spent on help-
ing the kids. The rest went to a direct
mall irm and to other administrative
and fundraising activities. The direct
mail firm which earned milllons of dol-
lars from this account was never even
subjected to a bid procedure. According
to their testimony, the charity’s execu-
tives simply paid whatever bill was pre-
sented to them. In addition, the orga-
nigation had billed certain expenses to
an affiliate in another State in order to
circumvent the New York state law
which regulates fundraising. ,

In another hearing, a 28-year-old ty-
coon told the subcommittee exactly how
he made his fortune by deceiving the
public, T asked him: “Did you call your
organization “National Youth Clubs” to
make the public think that it was a char-
ity?" The answer was “ves."

National Youth Clubs was one of two
organizations we found which were
really profitmaking businesses. They re-
cruited children to sell candy and cookles
door-to-door. The potential customers
thought the proceeds would go to pro-
grams for kids. They really went to the
owner of the candy and cookies com-
panies.

In an investigation of one of the Na-
tion’s major health charities, we dis-
covered a secret agreement between the
executive director and his board. This
was a contract providing not only a sal-
ary of $42,000 a year—but an extra bonus
of $12,000 for 2 years. He called this $12,-
000 & “signing fee” and did not think
that It should be reported as salary to
the authorities regulating charitles in
some States,

The subcommitiee also requested a
General Accounting Office study of or-
panizations whizh ralse money in the
United States and send it abroad for
charitable efforts. The five organizations
studied were nil registered with the U.S.
Ageney for International Development.
Some of them advertised this registra-
tion In their solicltation materials. And
yet, GAO found that AID makes no at-
tempt to audit or monitor the programs
of these charities. They may or may not

be doing good work. But thef act Is that
AID simply would not know. The bylaws
and the rules of the ATD committee re-
quire them to investigate and assure the
public the registered charities are legitl-
mate. But they were not doing a thing.

The GAO report found that the five
groups investigated were doing a good
job, But they also found some question-
able practices. For example, one orga-
nization stated in its ads that gifts for
specific children would be forwarded in
thelr entirety to those children. The fact
was that this did not always happen.
Sometimes the money was spent on sev-
eral children. But the contributor was
not told this. In another case, this orga-
nization was still making payments to a
school in Hong Kong for more than 100
children who had not been there for
months.

I am pleased to report that this par-
ticular organization—the Christian Chil-
dren’s Fund—has developed a new for-
mat for its ads since the hearings. The
ads now include a copy of the financial
statement and more complete explana-
tion of what does happen to the con-
tributor's dollar,

I admire and believe very much in thls
type of self-regulation. We saw other ex-
amples of it In our hearings. The Coun-
cil of Better Business Bureaus and the
National Health Council have initiated
some very good work in this area. So has
the Institute of Certified Public Account-
ants, which has tried to bring some order
into the question ef accounting standards
for nonprofit organizations. And a few
Btates and other jurisdictions—Pennsyl-
vania, Los 'Angeles, Florida, and New
York among them—have also made real
progress in educating both contributors
and charities.

But these efforts are Ikmited and, un-
fortunately, not available to the great
majority of Americans when they are
confronted with a request to donate
funds to an organization.

Through our investigation and hear-
ings we identified several problems
which I believe should be addressed:

First. The inadequacy of existing laws
to protect most contributors and bene-
ficiaries.

Second. The ability of a few irrespon-
sible organizations to tarnish the repu-
tation of charity in general.

Third. The lack of reliable comparable
information which enables the con-
tributors to make an educated declsion
about how to spend his or her charity
dollar.

It 1s my hope that the Truth in Con-
tributions Act would remedy these prob-
lems. I am very aware, however, of the
complexities of legislating tn this area.
The proliferation of laws, ordinances,
and standards for the operation of char-
itles suggests that it is very hard to
reach a consensus on questions such as
which charities deserve our support:
and which charities are truly helping
people, as opposced to just perpetuating
a buziness operation.
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I would like to stress that the Truth
in Contributions Act T am introducing
today is a first step toward addressing
the needs identified by the subcommittee.
The bill presents many issues which de-
serve thorough study and debate among
the interested parties. I would encour-
age all who are interested to offer their
suggestions for Improvement of the leg-
{slation. A section-by-section analysis
of the bill follows my statement. But I
would like to call attention to a num-
ber of issues which I consider to deserve
special attention and open debate. They
are:

First. What agency or agencles should
administer the provisions of the bill. Al-
though the Internal Revenue Service is
named in the legislation, we need to
consider whether IRS should administer
all the provisions; or whether require-
ments relating to disclosure might more
appropriately be administered by an-
other agency.

Second. Exactly which organizations
should be subject to the requirements
in the bill. The bill as introduced aims
to apply to the kinds of groups which
were the subject of the subcommittee
study.

Third. The best way to establish uni-
form acecounting standards in this field.
The legislation requires the Secretary
of the Treasury to prescribe one set of
accounting standards as the basis for
required disclosure reports. If an exist~
ing set of standards is found to be ade-
quate and appropriate, this could be
written into the law.

Fourth. The best way to implement the
principle of disclosure of financial and
other information at the time of solici-
tation. The bill does not specify the
mechanism for disclosure in the case of
media Including radio and television,
“walks for charity,” and so forth. We
need to learn from the experience aof
jurisdictlons which have such require-
ments; and from the charities who have
been complying with them.

In conclusion, I again want to stress
that the purpose of this legislation is to
strengthen American charity by estab-
lishing procedures which enable the pub-
lic to support the organizations which
deserve their support. Private, charitable
efforts are an essential part of any strat-
egy for dealing with human problems in
this country. They offer millions of vol-
unteers the opportunity to know the sat-
isfaction of helping others. They encour-
age that special sense of personal in-
volvement that can get lost in Govern-
ment programs. And they offer contrib-
utors the opportunity to work for a catise
which they truly want to support.

I hope that voluntary efforts will con-
tinue to play a major role in improving
the quality of life in our country and
other nations of the world; and that they
will not lose the vision of a better life
which impressed de Tocqueville when
he visited America. As he said at that
time:

America 18 a8 land of wonders, In which
everything is In constant motion and every
change seems an improvement, The idea of
novelty is there dissolubly connected with
the idea of amelloration. No natura! bound-
Ary seems to be set to the efforts of man; and
In his eyes what is not yet done is only what
he has not yet attempted to do.

I ask unanimous consent that the fol-
lowing documents be printed in the Rec-
oRrp: An explanation of the purpose and
a summary of the bill; a section-by-sec-
tion analysls of the Truth in Contribu-
tions Act; and a copy of the bill.

There being no objection, the bill and
material were ordered to be printed in
the Recorp, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That this
Act may be cited as the "“Truth in Contribu-
tions Act”.

See. 2. (a) Chapter 42 of the Internal Rev-
enue Code of 1954 (relating to private foun-
dations) Is amended by adding at the end
thereof the followilng new subchapter:

"SUBCHAPTER B—PusLic CHARITIES
“See. 4961, Taxes on Undistributed Revenue
"Sec. 4861. TAXES ON UNRDISTRIBUTED

REVENUE.

“(a) ImrriaL Tax—There is tmposed on
the undistributed revenue of a publie char-
tty for any taxable year, which has not been
distributed before the first day of the second
(or any sueceeding) taxable year following
such taxable year (Uf such first day falls
within the taxable period (as defined im
subsection (c){5)), a tax egual to 15 per-
cent of the amount of such revenue remain-
ing undistributed at the beglnning of such
second (or suceeeding) taxable year.

“{b) ApprrioNal. Tax—In any case In
which an initial tax is under sub-
sectlon (a) on the undistributed revenue
of a public charity for any taxable year, if
any portion of such revenue remains undis-
tributed at the close of the correction pe-
riod, there Is imposed a tax of 100 percent
on such portion.

*{c) DerFmrrions.—For purposes of this
sectlon—

“(1) PusLic cHarrry.—The term ‘public
charity’ is defined in sectlon 509(f).

*{2) Oross REVENUE.—The term ‘gross rev-
enue’ means gross income (as defined In
sgection 61) determined without regard to
the provisions of part IIT of subchapter B
of chapter 1 (relating to items specifically
excluded from gross jncome) but not In-
cluding—

“the value of property recetved and held

for the productlon of income unless such
property is sold or exchanged during the
taxable year within which it 18 received (but
this paragraph does not exclude amounts
constituting galn from the sale or exchange
of such property whenever sold or ex-
changed) .
Amounts obligated for expenditure during
& taxable year and taken into account under
paragraph (4) (B) for the taxable year in
which the obligation was made, shall be
taken Into account as lncome for the tax-
able year in which the expenditure was to
be made to the extent they are not expended
during that year.

#{3) UNDISTRIPUTED REVENUE—The term
“andistributed revenue' means, for any tax-
able year, the amount by which one-half
of the sum of the gross revenue of a public
charity for the taxable year exceeds the
sum of—

“{A) the expenditures for charitable pur-
poses for the taxable year determined in
sccordance with accounting prineiples or
standards prescribed by the Becretary or his
delegate, and
. “(B) the smounts irrevoeably transferred
during the taxable year by the public charity
to another public charity (other than a pub-
Me¢ chartty from which amounts have been
recelved during the preceding 4 taxable
years), so long as the reciplent charity in-
cludes the amount of such transfer in com-
puting its gross revenues.

“(4) EXPENDITURE ¥OR CHARITABLE PUR-
POSES.—

"(A) A public charity is considered to have
made an expenditure for a charltable pur-
pose if the expenditure 1s for—

(1) the active conduct of the activities
constituting the purpose or function for
which the public charity 18 organized and
operated, or

“(11) assets which are directly devoted to
such active conduct.

“(B) An amount obligated for a specific
project shall be treated as an expenditure for
& charitable purpose Wf—

*{1) expenditure of the amouwnt obligated
would be treated as an expenddure for a
charitable purpose, <

“(il) the entire amount obligated 1s to
be expended within 5 years after the tazable
year during which it 1s obligated, and

“(111) the spectic project is of a mature
which 15 best sccomplished by the obliga-
tion, rather than by the immediate expendi-
ture, of funds.

“(C) Expenditures for wages or salaries
(other than for wages or salary pald to an
individusl engaged pereonally in performing
services provided under a charitable program
carried out by a publie eharity), for ofiice fa-
cilities, services, equipment, or for other ad-

inlstrative exp , or for fund-ralsing,
shall not be considered an expendivure for
@& eharftable purpose.

“(5) Taxami rEmion.—The #erm ‘tamable
period’ means, with respect to the undis-
tributed revenue for any taxable year, the
period beginning with the first day of the
taxable year and ending on the date of mall-
ing of a notice of defielency with respeet to
the tax lmposed by subsection (a) umder
section 6212,

“(6) CormrEcTioN PEmIOD.—The serm ‘eor-
rection period’ means the perfod beginning
on the first day of the taxable year following
the taxable year in which an initial tax Is
assessed under subsection (a), and ending
ninety days after the date of malling of a
notice of deflclency (with respect to the tax
imposed by subsection (b)) under section
6212, extended by—

“{A) any period in which a deficlency can-
not be essessed under section 6213(a), and

“{B) any other period which the Secretary
or his delegate determines is reasonable and
necessary to permit a distribution of undis-
tributed revenue under this section.

*“{d) ExemrrioN Fok Pmst Four YEARS oF
OPERATION —

*“({1) Exemprion.—The provisions of this
sectlon do not apply to a public charity for
the first 4 taxable years of the charity.

“{2) TRANSFEREE ORGANTZATIONS.—For pur-
poses of this subsection, in the case of a
transfer of assets of a public charity to
another publlic charity pursuant to any
liquldation, merger, redemption, recapital-
ization, or other adjustment, organization, or
reorganization, the transferee shall not be
treated as m newly created organization.

“(e) RecuLATIONS.—The Secretary or his
delegate shall prescribe such regulations as
are necessary to carry out the provisions of
this section, Including regulations setting
forth accounting principles and standards.”.

{b) (1) Sectlon 507 of such Code (relating
to termination of private foundation status)
is amended by—

{A) inserting "OR PUBLIC CHARITY"
after “PRIVATE FOUNDATION" in the cap-
tlon of such section, and

(B) striking out subsection {a) and In-
gerting in lleu thereo!l the following:

“{a) GENERAL RULE—

*“{1) Prrvate roUNDaTIONS —Except as pro-
vided in subsection (b), the status of any
organization as s private foundation shall be
terminated only if—

"{A) such organization notifies the Seare-
tary or his delegate (at such time and In
such manner as the Secretary or his delegate
may by regulations prescribe) of its Intent to
accomplish such terminatlon, or

“{B) (1) with respect to such organization,
there have been either wiliful repeated acts
(or fallures to act), or a willful and fagrant
act (or faflure to mct), giving rise to Uabilty
for tax under chapter 42, and

“(ti) the Secretary or his delegate notifies
such organization that, by reason of clause
(1), such organization is liable fer the tax
imposed by subsection (¢},
and either such organization pay the tax im-
posed by subsection (c) {(or any portion not
abated under subsectlon (g)) or the entire
amount of such tax Is abated under subsec-
tlon (g).

*“(2) Pusric caarrrres —The status of any
organimation as a public charity shall be ter-
minated only if—

“(A) such organization notifies the Secre-
tary or his delegate (at such time and In
such manner as the Secretary or his delegate
may by regulations prescribe) of its Intent to
accomplish such termination, er

“{B) (1) with respect to such organization,
there have been elther willful repeated acts
(or fallures to act), or a willful and flagrant
act (or falure to act), glving rise to lability
for tax under chapter 42, and

“(li) the Beecretary or his delegabe, after
consultatien with the Attorney Gemeral with
respect to the duties of the Attoruey Gen-
eral nnder segtion 4 of the Truth In Con-
tributions Act, determines that such termi-
nation is appropriate and in aceordance with
the purposes of such Aet and of the amend-
ments made by such Act.'.

(2) Seetion BO9 of such Code (relating to
definition of private foundation) is amended
by—

(A) striking out the caption of the sectlon
and inserting in leu thereof the following:
""Bec. 500. DernaTions.”,

(B) striking out the caption of subsection
(a) and Inserting in lleu thereof the follow-

*(a) Privare FouwpaTioN —", and

(C) by adding at the end thereof the fol-.

lowing:
*{f) Pomurc Cramrry —Except as used In
section 507(b), for purposes of this part the
term ‘public charity’ means an organization
described In section 170(b)(1)(A)(vl) or
(vill), the gross revenue (as defined In section
4001(c) (2)) of which for the taxable year
exceeds 825,000, but does not Include any
organization described in clause (t), (),
(i), (iv), (v), or (vll) of section 170(b) (I)
(A)." :

(3) The eaption and table of sections for
part IT of subchapter F of chapter 1 of such
Code 15 amended to read as follows:

“Part II—Private Poundations and Publle
Charlties
“Bec, 507. Termination of private foundation
or public charity status,
“Sec. 508. Bpeclal rules with respeet to section
601(c) (3) orgamizations,
“Sec. 509. Deflnitions.”.

(c) (1) The eaption for part II of sub-
chapter F of chapter 1 of such Code is
amended to read as follows:

“Part II—Private Foundations and Public
Charities”.

(2) Chapter 42 of such Code is amended

(A) Inserting “AND PUBLIC CHARITIES"
after "POUNDATIONS" In the caption of
such chapter, and

(B) lnserting between the caption of the
chapter and the table of sectlons for the
chapter the following:

“Subchapter A —Private Foundations.
“Subchapter B.—Public Charities.

"SUBCHAPTER A—Private FPouNpaTIONs"

{d) Bectlon 6033 of such Code (relating to
returns by exempt organlizations) is amended
by redeslgnating subsectlon (¢) as (d) and
by inserting after subsection (b) the follow-
ing new subsection:

*(c) Additional information requbred from
public charitles.—Every public charity (s

defined in sectlon 500(f)) which 1s subject

to the requirement of subsection (a) shall
furnish annually fnformation, at such time
and in such manner as the Secretary or his
delegate may by forms or regulations pre-
scribe setung forth, in addition to the in-
formation reported under subsection (b)—




e ———

"'{l} its gross revenue (as defined In sec-
tion 4086l1(c)(2)) for the taxable year, on &
fund accounting basis In which restricted
and unrestricted sources of revenue Are
clearly distinguished, broken down Into such
calegories as are appropriate for their or-
gantzation;

“{2) its total expenses for the taxable year,
reported on a functlonal basts In which pro-
gram costs, edministrative and fund ralslng
expenses are reported separately, and In
which the program expenses are also broken
down 1o show each of the maljor
carried out by the organization together with
expenses applicable to more than one pro-
gram or functional eategory being allocated
a8 appropriate In accordanee with account-
ing principles or standards prescribed by the
Becretary or his delegate;

*(8) a statement of analysis of functional
expenses showlng the expense categories
which have gone into each of the functional
expensea reported on thp statements of gross
revenus and sxpenses;

“(4) a balance sheet;

*(5) a statement by a certified piiblle
accounbant that he has prepared the return
in accordance with accounting principles
and standards by the Becretary
or his delegate, and that the lnformation
reported by the public charity uader sub-
section (a) and this subsection presents
fairly the information shown therein, and

“(8) such other Infermation as the Sec-
retary or his delegate determines to be
neoessary to Inform prospective contributors
of the activities and fiscal policles of the
public charity, and to present falrly the
financial status of the public charlity.”

() (1) Bubpart D of part IIT of sub-
chapter A of chapter 61 of such Code (relat-
ing to Information returns) I8 amended
by—

(A) Inserting “And Publec Charlties”
after “Private Foundations” In the caption
of such subpart, and

(B) adding at the end of such subpart
the following new sectlon:

“Bec. 6057. ANNUAL REPORTS AND Discro-
sune STATEMENTS BY PUBLIC
CHARITIES

"(a) AwwvaL Reeorr RequUREn—The
chilsf executive officer of every publle charity
(a2 defined In section 509 (f)) shall file an
annual report as of the close of the taxable
year at such time and in such manner as
the Bacretary or his delegate shall prescribe
by regulation.

“(b) ConrTEnTs~The report required un-
der subsection (a) shall contain the fol-
lowing Information with respect to the pub-
lio charlty:

*“{1) A copy of the return filed by the
charity for the preceding taxable year un-
der seotion 6033,

“{2) The names and amount of compen-
sation pald for the taxable year to (A) the
10 most highly compensated officers or em=
ployees of the public charity, and (B) each
employee or consultant who recelved more
than 220,000 in compensation from the pub-
lec charity for the taxable year.

*(8) Buch additional information as the
Becretary or his delegate may require,

"(c) Seectal RULES,—

*(1) The annual report required to be
flled under this section 18 In asddlition to,
and not in lten of, the Information required
to be filled under section 6033 (relating to
returns by exempt organizations) and shall
be filed at the same time as such Infor-
mation.

“(2) A copy of the notlce required by
sectlon 6104(d) (relsting to public inspec-
tlon of such annual reporta), shall be filed
by the chief executiwe officer of the public
charity together with the annual report.

*(8) The chief executive officer of each
public charity shall file a copy of the annual
report required by subsection (a) with the
appropriate officlal of any State In which
the charity sollcits contributions, and fur-
nish a copy to such other persons at such
times and under such conditions as the
Secretary or his delegate may prescribe by
regulation.

“(4) The annual report required by this
section shall be prepared by a certified public
sccountant in accordance with accounting
principles or standards prescribed by the
Secretary ar his delegate and shall Include
a statement by such certified public account-
ant that in his opinjon, the sanual report
presenta fairly the Information shown
therein In accordance with such acoounting
principles and standards,

“(d) DISCLOSURE STATEMENT.—

“(1) A disclosure statement shall be flad
with the Secretary or his delegate not later
than 30 days before the date on which & 1s
first furnished to persons from whom contri-
butions are solicited. The disclosure state-
ment shall be filed at such time and In such
mauner as the Secretary or his delegate shall
prescribe by regulation. The Secretary or his
delegate shall disapprove the use of such
statement U It 1s determined that the re-
guirements of such regulation have not been
met. The disolosure statement shall not be
furnished to any person If 1t Is disapproved
by the Secretary or his delegate untll it s re-
vised and the revised disclosure stalement
has been flled with the Secretary or his dele-
gate and the revised disclosure statemeat 1s
elther approved by him or 30 days have

passed without the revised disclosure state-
ment being disapproved. The disclosure
statement shall also be furnished to the offi-
cers to whom the annual report is furnished,
and shall be maintained by the Secretary or
his delegate in offices of the Internal Revenue

Service for public Inspection.

"(2) The disclosure statement shsall con-
tain, but is not limited to—

“{A) a statement of the gross revenue (as
defined in section 4861(c)(2) of the charity
for the year covered by the annual report,

“(B) a statement of the amount of the ex-
penditures for charitable purposes described
in section 4961(c) (4) (A) for that year, the
transfers described In section 4061 (c) (4) (B)
for that year, and the percentage of such
gross revenue represented by each,

*{C) & statement of the amount expended
during that year for ralsing funds, the
amount expended for adminlstrative costs

{including saiaries), and the percentage of
revenue represented by each.

“(D) such other Information as the Secre-
tary or his delegate may prescribe.

*(3) A copy of the disclosure statement
shall be furnished by the public charity to
each person from whom a conirlbution is
sollcited at the time of such solicitation,
without regard to whether the solicitation 1s
conducted in person, by mall, by broad-
cast, by publication or otherwise. The pub-
lio charity shall mail a copy of the most re-
cent disclosure statement to any individual
who requests such copy within 15 days after
recelpt of the request.”

(2) The table of sections for such sub-
part is amended by adding at the end thereof
the following:

“Sec. 6057. Annual reports and disclosure
statements by public chari-
tles.”.

(3) Section 6652(d) (3) of such Code (re-
lating to returns by exempt organizations
and by certaln trusts) is amended by Insert-
ing after “relating to annual reports by pri-
vate foundations}™ the tollowipg: “or under
sectlon 6057 (relating to annual reports and
disclosure statements by public charities),”,

(4) Section 6104 of such Code (relating to
publicity of toformation required from cer-
taln exempt organizations and certain

trusts) 18 amended by adding at the end
thereof the following:

“{e) Pueric InspEcTiON OF PusLic CHAR-
TY's AWNUAL RerorTs—The annual report
required to be filed under section 6057(a)
(relating to annual reports by public char-
itles) shall be made available by the chief
executive officer of the charity for inspection
at the principal office of the organization
during regular business hours by any ctti-
zen on request afver publication of notlice of
its avallablity,

(5) (A) Section 6685 of such Code (re-
lating to ble penalties with respect to
private foundation annual reports) Is
amended to read as follows:

"Sec. 6605. AsSBSSABLE PENALTIES FOR

REPORTS, STATEMENTS, AND RE-
LATED REQUIREMENTS APPLI-
CABLE TO CERTAIN ORGANIZA-
TIONS,

“In sddition to the penalty imposed by
section 7267 (relating to fraudulent returns,
statements, or other documents), any person
who 18 required to file the report and the
notice required under section 6058 (relating
to annual reports by private foundations),
or section 6057({a) (relating to annusl re-
ports and disclosure statements of publie
charities), or who Is required to file the dis-
closure statement under section 6057(d) (re-
lating to disclosure statements of public
charitdes), or who Is required to use such
statements In contribution solicitations only
in the absence of disapproval, under section
6057(d), or who is required to comply with
the requirements of sectlon 6067(c)(2) or
section 6104(d) (relating to public inspec-
tion of annual reporta of exempt organiza-
tions), and who falls to comply with such
requirements, If such falure ia wiliful, shall
pay & penalty of $1,000 with respect to each
such failure.”

(B) The table of sections for subchapter B
of chapter 88 of such Code 15 amended by
striking out the ltem relating to section 6685
and Inserting In lieu thereof the following:

“Sec. 6685, Asseesable penalties for reports,
stat ta, and related re-
quirements applicable to cer-
taln erganieations.™,

(8) SBectlon 6213(e) of such Code (relating
to suspension of filing period for certain
chapter 42 taxes) 1s amended by—

(A) striking out “or 49456" and luserting
in lleu thereof 4845",

(B) inserting after “(relating to taxes on
taxable expenditures)™ the following: *, or
4861 (relating to taxes on undlstributed rev-
enue) "™, and

(C) striking out "or 4946(h) (2)™ and In-
serting in leu thereof the followlng: “4045
(h) (2), or 4961 (c) (8) .

(7) Bection 6501(n) of such Code (relat-
ing to special rule for chapter 42 taxes) ls
amended by inserting “or the publle charity™
after “private foundation"™ each place (t
Bppears in paragraph (1) and paragraph (2).

(8) Bection 6501(c)(7) of such Code
(relating to termination of private founda-
tion status) is amended to read as follows:
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"(7) Termination of exempt status—in
the case of a tax on termination of private
foundation or public charity status under
section 607, such tax may be nssessed, or
proceeding in court for the collection of
such tax may be begun without assessment
atany time ",

(9) Sectlon 7422(g) of such Code (relating
to civil actions for refund) s amended by—

(A) striking out "or 4845, In paragraph
(1) and inserting in lleu thereof the follow-
ing: “4945, or 4961,",

(B) striking out “or sectlon 4945(b) In
paragraph (1) (reiating to additional taxes
on taxable expenditures)™ and inserting in
lleu thereof “sectlon 4946(b) (relating to
additional taxes on taxable expenditures),
or section 4961(b) (relating to additional
taxes on failure to distribute revenue).”, and

(C) striking out "or 4945" In paragraphs
{2) and (3) thereof, and inserting In lleu
thereof “4945, or 4861,".

Sec. 3. The Secretary of the Treasury shall
encourage the appropriate officers of State
and local governments to accept coples of
reports made to the Secretary by public
charities under sections 6033 and 6057 of
the Internal Revenue Code of 1954 In satis-~
faction of the requirements of State and
local lawa for similar reports from such
organizations.

Sec. 4. (a) Whenever the Attorney General
is notified by the Secretary of the Treasury
(or his delegate) that consideration is being
given to terminating the tax-exempt status
of a public charity (as defined In sectlon 500
(f) of the Internal Revenue Code of 1954),
the Attorney General shall take whatever
action may be necessary to insure that as-
sets consisting of, or derived from, coniribu-
tions sollcited from the public are preserved
and expended only for substantlally the same
charitable purposes as those for which they
were contributed.

{(b) It Is the duty of the Attorney Gen-
eral to carry out the provisions cf subsec-
tion (a) by seeking voluntary compliance
and, If necessary, by Instituting clvil sctlions
for appropriate rellef (including, but not
limited to, permanent or temporary lnjune-
tions, restraining orders, and other appro-
priate orders) In the district court of the
United States for the distriet in which such
public charity is solleiting contributions or
has an office. The distriet courts of the
United States have jurisdiction to entertain
civil aetions brought under this section.
Upon a proper showlng that such public
charlty has engaged, or Is about to engage,
in acts or practices which wounld cause the
dissipation of such assets or their diversion
to noncharitable purposes (or to significantly
different purposes), a permanent or tempo-
rary Injunction, restraining order or other
order shall be granted without bond by such
court.

Bec. 5. No organization registered with the
Advisory Committee on Voluntary Foreign
Ald may state that It is registered with that
committee in material distributed to the
public In connection with the solicitation of
contributions to that organization. Any or-
ganization viclating the provisions of this
section shall be fined not more than $1,000.
Any officer or director of any organization
who causes the organization to violate the
provisions of this sectlon, or who consents to
any such violation, shall be fined not more
than $1,000, Imprisoned for not more than
one year, or both.

Bec. 6. Any Individual who, while an offi-
cer or employee of a public charity (as de-
fined in section 509(f) of the Internal Reve-
nue Code of 1954), knowingly commits any
act or serles of acts which results In the
termination (under section 507(a)(2) (B) of
the Internal Revenue Code of 1954) of the
status of the organization as a public char-
ty shall be fined not more than 85,000, im-
prisoned for not more than one year, or
both.

Sec. 7. The provislons of this Act shall be
effective for tax years beginning after De-
cember 31, 1975, except that no tax described
under section 2(a) of this Act shall be im-
posed for any tax year beginning before Jan-
uary 1, 1980.

TauTHE IN CONTRIBUTIONS ACT
PURPOSE

Present federal tax laws provide that a
charitable organization may retain its tax-
exempt status so long as it is “organized and
operated exclusively” for charitable and oth-
er qualifying purposes, and so long as none
of the earnings of the organization “inures"
to the benefit of any Individual. However, ln
meeting this “exclusively” test, the Internal
Revenue Service (IRS) and the courta have
stated it Is sufficlent If a public charity is
engaged “primarily” in activities to accom-
plish the purposes for which It is tax exempt,
and that not “more than an Insubstantial
part of Its activities” |s in furtherance of
non-exempt purposes. There |s no require-
ment in present law, however, that charities
distribute any minimum portion of thelr
revenue each year for charitable purposes,
nor that they furnish the public and appro-
priate government agencles with suficient
information to enforce any minimum distric
bution requirement. Nelther is there any
present requirement that a publlc charity, In
soliciting eontributions, indicate to potential
contributors the portion of thelr revenues
which actually are used or devoted for char-
itable purnoses,
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The purpose of this legislation is to re-
quire all public charities subject to the Act
to distribute at }east 50% of thelr gross reve-
nue each year for charitable purposes, and
to provide for fliing sufficlent Information
to determine whether this requirement has
been met, and to provide for sufficlent tax
penalties for non-compllance. In extreme
cases, repeated violatlons will result in the
charity being put out of business, and
the remaining assets turned over for
the charitable purposes for which they
were contributed. Criminal sanctions may be
imposed on those persons causing a charity
to lose its status in this manner. Finally, the
Act would require public charities to furnish
all prospective contributors with a sghort
statement of specific Information, Including
the prior yesr's revenue, and the amounts
and percentage of revenne actually spent for
charitable activities, and for other purposes
such ps administrative and fund-ralsing ex-
penses. The latter requirement applies to
charities mubject to the Act, whether or not
they have B0% expenditure test.

BUMMARY OF THE ACT

“Public charities” subject to the Act are
defined as those recelving & major part of
their contributions from government units
or from the general public. The Act does not
apply to religious, educational, hospital,
medical research or related organizations,
and does not apply to organizstions with less
than 826,000 groas revenues for the year. In
addition to the “information returns” now
required to be filed by most tax exempt or-
ganizations, public charities would be re-
quired to include additional Information on
forms and in such manner as the I R.S. pre-
scribes, and to have such Information re-
turns prepared by a certified public account-
ant. Most of the additional information re-
lates to ineome, expenditures, and other bal-
ance sheet Informsation. Fallure to flle such
additional Informatlon s subject to the pres-
ent penalty of 810 per day (85,000 maximum)
for the organlzation and possibly the per-
eon(s) responsible for such fallure.

Public charities will also be required to
file an annual report prepared by a certifled
publie accountant, contalning specified in-
formation Including the names and amounts
of compensation recelved by the 10 highest
pald employees and all employees and con-
sultants recelving more than $20,000 for the
year. A 810 per day penalty may be imposed
on the person falllng to file, and a $1,000
penalty may be !mposed on any person who
“willfully” falla to flle such report. Public
charities are also to be required to file a
*disclosure statement™ with the I.R.S, stat-
ing briefly the gross revenue for the previons
year, and the amounts and percentages of
gross revenue actually spent for charitaBle
purposes, or for other purposes such as ad-
ministrative or fund-rafsing expenses. This
statement must be furnished by the charity
to all prospective contributors at the time of
solicitation—no matter the manner of so-
Heitation—and may be used only after ap-
proval by IR.8. (or in the absence of disap-
proval within 30 days after fillng), “Willful"
fallure to file such statement with the LR.S,,
or to use an approved statement (or one not
disapproved within 30 days) in all solicita-
tions, will result {n a $1,000 penalty for each
such violation.

Publie charities which do not distribute at
least 50 % of thelr gross revenue for the year
for charitable purposes, will be subject to a
penalty tax. This tax will not be imposed for
the first four years after enactment of this
Act, nor during the first four years of oper-
ation of a charity newly created after the
date of enactment, Qualifying expenses for
charitable purpoeses include: (1) expendi-
tures for activities for which the charity was
organized and Is operated; (2) acquisition of
assets directly devoted to such acttvities; and
(3) transfers to other public charities {with
safeguards to prevent transferring the same
amounts back and forth to avold the penalty
tax). Expenditures for office facilitles or for
wages and salarles (except for those persons
engaged personally In performing services
provided under a charitable program of the
charity) are not considered as qualifying for
this purpose. If an organization does not
meet the 60% test (and the Act provides
that charitable expenditures will qualify
even if made within the 12 months following
the close of the year In fquestion) a two level
tax will be imposed: (1) 15% of the amount
that should have been distributed to meet
the 50% of revenue test. and (2) a second
level tax of 100% of the amount still un-
distributed more than 580 days after receipt
of the ILR.8. notice of the original violation.
This tax s Imposed on the publle charity,
oot the individuals responsible.

If the ILR.S, determines there have been
repeated violations of the 50% test, causing
impoaition of the tax(es), or If there has
been & "willful and fiagrant™ violatlon of
this test, then TR S may proceed to “termi-
nate™ the charitable status of the organlza-
tion, Generally. this means that the I.RS,
with the help of the Attorney General if nec-
essary, will move to put the charity out of
business, and preserve and tske over the
charity’s assets to prevent them from being

used for non-charitable nurnoses. Criminal
sanctions are possible against the person(s)
who “knowingly” commits any acts or serles
of acts for fallures to act) which result in
the termination of charitahle status ($5,000
fine, 1 year in prison, or both).

The Act will take effect for vears beginning
after December 31, 1875, except that the two
level tax on fallure to meet the 50%-of-
revenue distribution test will not be im-
posed for four years thereafter, or during the
first four years of operation of a charity
newly created after enactment,

BECTION-BY-SECTION ANALYSIS OF THE TRUTH
¥ CONTRIBUTIONS ACT
1. BHORT TITLE

This bill when enacted may be called the
“Truth in Contributions Act.”

2. TAXES ON UNDISTRIBUTED REVENTUE OF A PUB-

LIC CHARITY SUBJECT TO THE ACT

Bection 2(a) of the bill amends chapter
42 of the Internal Revenue Code of 1954* (re-
lating to taxes on private foundatlons) to
add new Code section 4961, which provides
that a publle charity subject to the Act must
distribute at least 50% of Its revenue for
charitable purposes within the taxable year

(or within the 12 months following the close
thereof) and imposes tax sanctions ln the
event of fallure to do so. The sanctions take
the form of a two-livel tax: (1) an initial
tax, and (2) an additional tax (both dis-
cussed below).

For purposes of this sectlon and the Act,
the following definions are inoludad in new
Code sectlon 4961 (c) :

“Public charity” i1s to be defined In new
Code section 508(f), and ls discussed subse-
guently in this analysis. Generally the Act
will apply to certain charities other than
religlous, hospital, or educational organiza-
tions, which receive thelr support from gov-
ernment units or the general public, and
then the Act only applies to such organiza-
tions that received “gross revenue” exceeding
$25,000 for the year.

“Gross revenue” of A pubMc charity is de-
fined as is “gross income™ for most taxpayers,
but without regard to certaln tax exclusions
provided in the Code. *Groas revenue” does
not include the value of property received
and held for the production of Income be-
yond the year of receipt.

“Undistributed revenue” of a public char-
ity is defined as the amount by which one-
half “gross revenue" exceeds the sum of (1)
“egpenditures for charitable purposes,” and
(2) amounts transferred to other public char-
ities, so long as the reciplent organization (s)

this as part of its “gross revenus” for
the year, and has not made any transfers
to the donor organization within the year
or within the four preceding years.

“Expenditure for charitable purposes” s
defined as amounts expended in the taxable
year (or within the 12 months following the
close thereof) for elther (1) the active con-
duct of the activities constituting the pur-
pose or function for which the charity is or-
ganized and operated, or (2) for acquisiiion
of assets directly devoted to smch active con-
duct. Amounts which are obligated to be
pald within 5 years after the taxable year
for specific projects, will quallfy as expen-
ditures in the taxable year, so long as a cur-
rent expenditure for such project would
gualify. The term does not include expendi-
tures for the wages or salary of an individual
{other than for wages or salary paid to an
individual engaged personally in performing
services under a charity’s charitable pro-
gram), and does not include expenditures for
office furniture and faciiitles, services equip-

ment, or for other administrative expenses,
or fund-railsing expenses.

The “initial taz" iz 16% of the amount of
expenditures for charitable purposes which
would be required to bring the charlty's
charitable expenditures to the 50% of gross
revenue level. If after imposition of the ini-
tial 159, tax the public charity does not make
the necessary charitable expenditwres to meet
the G0% of gross revenue level within the
“ecorrection perlod”, an “additéonal taxr" of
100% of the amount of "undistributed rev-
enue” yet to be distributed for charitable
purposes, will be imposed, The term “cor-
rection period” means the period beginning
on the first day of the taxable year following
the taxable year In which the initial tax was
imposed, and ending 90 days after the mali-
Ing of a notice of deficlency by the I RS, This
90 day period may be extended to provide
for flling a petition to the Tax Court for re-
determination of the alleged deficlency, or for
any other purpose and for any period the
IRS. determines s r ble and ¥
to permit distribution of the “undistributed
revenune.”

*Hereafter called "Code,™

The new Sectlon 4981 of the Code, (re-
quiring payouts of +yndistributed menua.t
and imposing two-level taxes in the even
of fallure to do so), does not apply to &
public charity subject to this Act, during the
first four taxable years of the charity. In
the case of a transfer of the assets of ons
public charity to another through liguida-
tion, merger, redemption, recapltallization,
or other adjustment, organization or reor-
ganization, the transferee will not be treated
as & newly created organization, These pro-
visions of sectlon 4961 will not become effec~
tive for four years for publlc charities in ex-
tmnmntthoﬂmnofumtﬂtham

3, TERMINATION OF PUDLIC CHARITY STATUS
Section 2(b) (1) of the bill amends section
50T(a) of the Code (relating to termination
of private foundation status) to Include pub-
lic charities. Under this provisfon, a public
charity subject to the Act, wishing to vol-
untartly terminate its status, may do so If 1t
properly notifies the LR.S. of its intentions,
and siso pays a substantial “termination
tax.” A public charity may also be involun-
tarfty terminated by the LRSS, If It Is deter-
mined that the charity or Its officers have
committed “willful” repeated violations (or
committed a “willful and flagrant violation™)
of the 50%-of-revenue test for charitable
expenditures, resulting In imposition of the
penalty taxes described above. When LR.S. is
contemplating such action, it must notify the
Attorney General, who shall take (as re-
quired by section 4 of the Act) any appro-
priate action (including court proceedingsy
to preserve the public charity's assets derived
from public contributions, and to to see that
they are used only for the charltable purposes
for which the contributions were made. In

the event of an involuntary termination, the
publie charlty is also required to pay the
substantial “termination tax.”

The termination tax, described in the pres-
ent Code sections relating to private founda~
tions, is the Jower of: (1) the 'aggregate tax
benefit,” or (2) the value of the public char-
ity's “net assets' “Aggregate tax benefit” ia
the total amount of taxes, Income gift or
estate, that would bave been collected from
“substantial contributors” and the charlty
since 1913, had the charity not been tax-
exempt and the contributors' deductions dis-
allowed, plus Interest to the date of termina-
tlon. “Net asset value” Is the value of the
public charity’'s assets on elther the first day
it begins termination, or on the last day of
tts charity status, whichever value is higher.
Thus, on termination, I.R.S. will either re-
cover the lost taxes from all the years of the
charity's exempt status, or will recover the
charity’s assets or thelr value at termination,

Section 6 of the Act, related to the above
provides that any individual who, while an
officer or employee of a public charity, “know-
ingly" commits any act or serles of acts which
results in the Involuntary termination of the
status of an organization as a8 public charity,
shall be fined up to $5,000, and imprisoned
for up to ene year, or both.

4. DEFINTYION OF PUBLIC CHARITY SUBSBCT TO

THE ACT

Section 2(b) (2) amends sectlon 500 of the
Code (relating to the definition of private
foundations), by adding new subsection 508
(f). Public charities are defined as including
those defined In Code section 170(b) (1) (A)
{vl) and (vil). Generally,
tions include those for which eontributiona
are deductible for donors up to a limit of
509% of thelr adjusted gross Incomes, and
which organizations normally receive a sub-
stantial part of thelr support from govern-
ment units or from contributions from the
general publie. Qualifying organizations must
meet several tests, including the following:
(1) they must be organized under the laws
of the United States or any State, U.8. Pos-
session, or D.C.; (2) they must be organised
and operated exclusively for religious, charl-
table, scientific, Hterary, or educational pur-
poses, or for the prevention of crueity to ani-
mals or children; (8) they may not have any
part of their earnings inure to the benefit of
any private shareholder or individual; and
(4) they may not have a substantial part
of their activities consist of carrylng on
propagands or otherwise Influencing leglsla-
tion, nor may they participate in or intervene
in any political campalgns on behalf of any
candidate for any public office.

New Code sectlon B509(f) specifically
excludes from the *Truth In Contritbutions”
Act those organizations which are descibed

in Code sectlons 170(b) (1) (A) (1}, (11}, (111),
(iv). and (vi1), These Include churches; edu-
cational institutions; hospitals and medical
research organizations; eertain governmental
units; certaln private foundations; and or-
ganizations whose purpose s to “recelve,
hold, invest and administer property and to
make expenditures to and for the benefit of
a college or university, SBection 509(f) also
ercludes from the "Truth In Contributions
Act® for any given year, an organization
which would otherwise be subject to the Act,
but which has less than 226,000 gross revenue
for that year.
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5. CONFORMING AMENDMENTS

Bection 2(b) (3) and 2(e) of the bill amend

-captions and tables of sections of the Cude to

reflect above changes,

8. ADDITIONAL INFORMATION TO BE FILED ON
INFORMATION RETURNS BY PUBLIC CHARITTES
SUBJECT TO THIS ACT
Section 2(d) of the bill amends Code sec-

t“l;r‘xl lf:fsw{;:i:?mg to Information returns

ed by ex t organdzat;

to require additional mrgrn}-ition from Lﬁm

public charities subject to this Act. Present

law requires certaln information from vari-
ous tax-exempt organizations (ineluding
those which would be subject to this Act)
to be filed on forms supplled by the I.RS.,

if the organization has more than 85000

Erosa revenues that year. The bil would not
change these requirements, hut new subsec-
Hion 6033 (c) would Impose additional infor-
mational requirements on those publlc chari-
Hes subject to the Act, that is, with more
than $25,000 gross revenues that year,

The additional Information to be filed in-
cludes: (1) a statement of gross revenue for
the year, on a fund aocounting basis, dis-
tinguishing between restricted and unre-
stricted sources of revenue; (2) a statement
ofmmexpmmqmrmoyasr,mortedonn
functional basis, distingulshing between
program costs, administrative and fund-
ralsing expenses, and other categories pre-
acribed by ILR.S.; (3) a statement of analysis

of functional exp : (4) a balance sheet;
and (6) “such other Information [deter-
mined by IRS.] ... to be necessary to In-

form prospective eontributors of the public
charity, and to present falrly the financial
status of the public charity.”

The bill would require that the form filed
In compllance with Section 8033(c), be pre-
pared by a certified public accountant and
that the information therein be prepared in
scoordance with acoounting principles or
standards presoribed by the Secretary or his
delegate.

Present law provides (Code section 66852(d)
(1) and (2)), a $10 per day penalty (maxi-
mum §5.000) will be upon fax er-
empt organizations for fallure to file such
information returns. I R.S. may make written
demand that such information be filed by
some reasonable date, and If filing is not
made by that date (absent n showling of rea-
souabls cause), a $10 per day penalty (max-
imum $5,000) will be on the per-
son(s) responsible for such fallure,

7. ANNUAL REPORTS TO BE FILED BY PUBLIO
CHARITIES SUBJECT TO THIS ACT

Seotion 2(e) (1) of the bill adds new Code
section 6057, which provides that publle
charities subject to the Act must file with the
IRS. an annual report. A similar require-
ment is found in existing law with regard
to certaln private foundations. The report
will reflect the public charity’s condition aa
of the close of the taxable year, and Is filed In
addition to, not In leu of, the information
returns described above. The reports must
be filed on forms that are to be suppited by
the LR .8, or In such manner as the LR.S, pre-
scribes. The report shall contain: (1) a copy
of the information return required to be
filed by the public charity for the preceding
taxable year; (2) the maunes and amounts

of compensation pald for the taxable year to
the ten highest pald officers and employees
of the public charity, and each employee or
consultant who received more than $20,000
in compensation from the public charity for
the year; and (3) other Information that
may be required.by the ILR.S. A copy of the
notics by Code section 6104(d) (re-
lating to public inspection of such annual
reports) must be flled with the annual
re;

port.

A oopy of the annual report is required
t0 be filed with the appropriate officlals in
any state where the public charity solicits
contributions. The annual report must be
propared by a certified public accountant In
eccordance with accounting standards to be
prescribed by the I.RS., and must Include a
statement that he has examined the report
and that the report presents the informa-
thon falrly in accordance with such sccount-
Ing standards, and in a manner consistent
with the public charity's practices during
the previous taxable year.

Bectlon 2(e) (3) of the bill amends section
6652 of the Code, to impose & $10 per day
penalty (maximum $5000) on the person
falling to file the public charity's annual
report on the date and in the manner pre-
ecribed.

Bectlon 2(e) (5) of the bill, related to the
above, amends Code section 6685, to provide
for a $1,000 penalty for any person who
=willfully” falls to comply with thess flling
rules for the annual report.

8. DISCLOSURR STATEMENTS TO BE FILED BY PUB-
LIC CHARITIES WITH I.RS. AND USED IN BOLIC-
ITING CONTRIBUTIONS ONLY IN ABSENCE OF
1R.8. DISAPPROVAL
Bection 2(e) (1) of the bill also adds an-

other subsection to new Code section 8057,

which requires a public charity subject to

the Act to file a disclosure statement with the

IRS. at least 30 days prior to using such

statement In soliciting contributions. Public

charities would be required to furnish a copy
of a disclosure statement to all persons from

whom contributions nre solicited, without
regard to the manner in whieh such solici-
tation ls made (Ilncluding broadeasts, mall,
in person, by publication, and otherwise),
but may not use such disclosure statement
unless it has been approved by LR.B., or has
not been disapproved within 30 days after
submission to I.R.S. A public charity must
mall a copy of Its most rece .t disclosure
etatement to any Individusl who requests
such a copy, within 15 days after receipt of
such request. The disclosure statement shall
also be furnished to the state officlals and
others to whom a copy of the annual report
must be furnished.

The disclosure staternent must contain
(but is not limited to): (1) a statement of
gross revenue for the year covered by the
annual report; and (2) a statement of the
amounts expended during the year, and the
percentage of gross revenue represented by
such expenditures, for charitable purposes,
administrative costs, fund-ralsing expenses,
and for other purposes as required by the
ILR.S.

Section 2(e) (3) of the Act amends Code
section 8652 of the Code to provide a penalty
of 810 per day (maximum 85.000) for late
filing of the disclosure statement,

Bection 2(e) (5) of the bill, related to the
above, amends Code sectlon 6685, to provide
a8 81,000 penalty for any person who "will-
fully” falls to comply with these rules for
filing a disclosure statement with the LR.S,,
or “willfully” failing to furnish a disclosure
statement to all prospective contributors at
the time of solicitation, which statement has
been approved by I.R.S. (or not disapproved
within 30 days after filing).

9. CONFORMING AMENDMENRT

Bectlon 2(e) (2) of the blll provides a con-
forming amendment to the Code to add
new sectlon 6057 to the table of sections
at the appropriate place In the Code.
10, $10 PER DAY PENALTY FOR LATE FILING OF
PUBLIC CHARITY'S ANNUAL REPORT
Section 2(e) (8) of the bill amends section
6652 of the Code, to Impose a penalty of 810
per day on the person faillng to file the pub-
lic charity’s annuml report and disclosure
statement on the date and In the manner
prescribed. (This is the same penalty re-
ferred to in items T and 8 above).
11, PUBLIC INSFECTION OF ANNTUAL REPORTS

Bection 2(e) (4) amends Section 6104 of
the Code (relating to publicity of Informa-
tion from certaln exempt organizations and
certaln trusts) by adding new subsection (d),
which requires that the annual report of &
public charity be made avallable by the
chlef executive officer of the charity for In-
epection .at the principal office of the orga-
nization during regular business hours by
any individual who requests it.

Section 2(e) (5) the bill amends Code sec-
tion 6685, to provide for a $1,000 penalty for
any person who "“willfully” fails to comply
with these notlce requirements.

12. ASSESSABLE PENALTIES WITH RESPECT TO AN~
NUAL REPORT AND DISCLOSURE STATEMENT RE-
QUIREMENTS OF THE ACT

Bection 2(e) (5) of the bill amends Code
section 6685 (relating to assessable penalties
with respect to private foundations annual
reports) to extend the present 81,000 per
violation penalty to any person who will-
Jully falls to comply with the requirements
for fillng an annual report or a disclosure
statement, or who willfully falls to comply
with the notice requirements related thereto,
or who willfully falls to furnish a copy of
an approved diacl e stat t (or one
which has not been disapproved within 30
days after submission to L.LR.S.) to all pros-
pective contributors at the time of sollcita-
tion, as requlred by Code sections 8057 and
6104, as amended by the Act. (This 15 the
same penalty referred to in ltems 7, 8, and
11 above),

13, SUSPENSION OF FILING PERIOD FOR CERTAIN
EXCISE TAXES

Section 2(e) (68) amends sectiom 6213(e)
of the Code (relating to suspension of fillng
period for certain chapter 42 taxes) to in-
clude the taxes on undistributed Income
provided under new section 4081 among those
which would be suspended for any period
which the I.R.S, has extended the time for
making corrections.

14, APPLICATION OF BPECIAL RULES FOR ASEESS-
MENT TO PUBLIC CHALITIES

Bection 2(e) (8) amends Bection 6501(c)
{7} of the Code (relating to termination of
private foundation status) to provide that
the tax on termination of publlc charity
status under Section 507 (referred to in item
3 above) may be assessed, or court proceed-
ings for the collectlon of the tax may be
begun without assessment at any time.

15. BPECIAL EULES FOR CIVIL ACTION FOR REFUND
OF CERTAIN CHAPTER 42 TAXES

Sectlon 2(e)(9) amends section 7422(g)
of the Code (relating to civil actions for re-
fund) to include the taxes imposed by new
section 4961 on public charities as taxes for
which refund suits may be brought. A suilt
cannot be started if a prior suit has been
instituted or If a petition has been filed in
the Tax Court. The determination by the
court represents a final decision on all ques-
tions with respect to any other tax imposed.

&

18. REPORT REQUIREMENTS OF STATE AND LOCAL
GCOVERNMENTS

Sectlon 3 of the blll provides that the IR.S.
ehall encourage the appropriate officers of
State and local governments to accept coples
of reports made by public charities under
sectlons 6033 and 6057 in satisfaction of thelr
requirements for stmilar reports.

17. DUTIES OF ATTORNEY GENERAL IN PUBLIC
CHARITY TEEMINATION

Bection 4 of the bill provides that upon
notification by the I.R.S. that en involuntary
termination of public charity status ls under
consideration, the Attorney General ls re-
quired to take whatever action Is necessary
to assure that the charity's assets derived
from public solicitation are preserved and
expended only for substantially the same
charitable purposes. The Attorney General ls
required to carry out this provision by seek-
ing voluntary compliance, and If necessary,
by Instituting civil action for appropriate
rellef in the district court of the United
States for the district where the charity is
soliciting contributions or has an office, If it
s shown that the public charity has dissi-
pated or Is about to dissipate these assets or
divert them to noncharitable or significantly
different purposes, a permanent or tempo-
rary Injunction, restraining order or other
order shall be granted by the district court.
1B, ORGANIZATIONS REGISTERED WITH THE AD-

VISORY COMMITTEE ON VOLUNTARY FOREIGN

ALID

Sectlon b of the bill provides that no orga-
nization registered with the Advisory Com-

mittee on Voluntary Forelgn Ald of the US.

Agency for International Development, may
refer to this registration in material distrib-
uted to the public in soliciting contributions
to that organization, Such registration ap-
plies to charities which raise money in the
U S. and send It abroad for charitable efforts.
An organization violating this provision wili
be subject to a fine of not more than §1,000,
Any officer or director of an organization who
causes an organization to violate this srovi-
slen or who consents to such a violation,
shall be subject to a fine of not more than
#1,000, or to be imprisoned for not more than
one year, or both.

19. CRIMINAL PENALTIES FOR CERTAIN ACTIVITIES
BY PUBLIC CHARITY OFFICEAS OR EMFLOTEES
Bection 8 of the bill provides that any indi-
vidual who, while an officer or employee of g
publie charity, “knowingly"” commits any act
or series of acts which results in the termina-
tion of the etatus of an organization as a
public charity, shall be fined not more than
$5,000, imprisoned for mot more than one
year, or both, (This s the same pemuity re-
ferred to in item 3 above.)
20. EFFECTIVE DATES

Sectlon 7 of the bill provides that the Act
will take effect for years beginning after De-
cember 31, 1975, with the exception that the
two-level tax on fallure to meet the 509% of
revenue expenditure test will not be imposed
for four years thereafter, or during the first
four years of operation of a new charity orga-
nized after the date of enactment,
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Dear Colleague:

I recently introduced a bill designed to increase the
accountability of charitable organizations to the public and to
assure that funds solicited in the name of charity are actually
spent on a charitable purpose.

The bill, the "Truth in Contributions Act,' evolved from
a year of study, investigation and hearings of the Subcommittee
on Children and Youth, which I chair. Our work showed that most
charities are led by dedicated persons who are doing an impressive
job of helping people who need help. But the investigation also
revealed some shocking and misleading practices by some organiza-
tions claiming to be charities.

The investigation also showed that existing charity laws
and enforcement are, with a few exceptions, chaotic at best.
Some states have charity solicitation laws, and some do not.
None of these is adequate to protect contributors to and
beneficiaries of large, interstate organizations.

The "Truth in Contributions Act" would require tax exempt
charities to tell the public how their funds are spent at the
time that they solicit. It would also require charities to spend
at least 50 per cent of their income on substantive programs--as
opposed to fund raising and administration. Charities which did
not meet this requirement could be put out of business by the
Internal Revenue Service.

I am enclosing for your information a copy of a reprint
from the Congressional Record. It contains both the text of the
bill and a section by section analysis of it. Copies of the 1974
hearings are also available from the Subcommittee should you desire
further information.

I would be pleased to have you join in cosponsoring this bill.
Please have your staff contact Ellen Hoffman of the Subcommittee
staff at X48706 if you wish to do so.

Sincerely,

QWNVE ) pdes
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By Mr. MONDALE (for himsell,
Mr. CLARK, Mr. HuMPHREY, &nd

Mr. BCHWEIKER) ¢
8. 1217. A bill to amend the Reglonal
Rall Reorganization Act of 19723 in order
to expand the planning and ratl service
continustion subsidy authority under
such act, and for other purposes. Re-
ferred to the Committee on Commerce.
RURAL RAIL PRESERVATION AND IMPROVEMENT ACT

Mr. MONDALE. Mr. President, Sena-
tors Crark, HuMpHREY, and ScHWEIKER,
and I are today reintroducing the Rural
Rall Preservation and Improvement Act,
a bill which we Introduced In the 93d
Congress to preserve and upgrade the
quality of rafl services to rural Amerlea.

During the debate on the Rail Serv-
fces Act of 1973, Senator Humpurey and
1 proposed the essence of this legislation
in the form of two floor amendments to
that bill. These amendments were de-
slgned to expand the protections against
precipitous railroad abandonment to
communities located outside the North-
east rall corridor. The first amendment
mandated a comprehensive study of the
impact of branch line abandonments on
our Nation's economic, social and en-
vironmental requirements, and it author-
ized Federal assistance to continue serv-
ices along -wessential lines that would
otherwise be discontinued. Our second
amendment would have placed a 2-year
moratorium on rallroad abandonments
outside the northeast reglon, pending
completion of the study and the imple-
mentation of Stale and local programs to
utilize Federal rall service continuation
grants, These amendments were adopted
by the Senate, but unfortunately, they
were dropped from the bill during con-
ference committee.

The problem of branch line abandon-
ments Is of critical concern to rural
communities. In order to Increase pro-
duction, farming areas must have ac-
cess to good transportation for delivery
of farm inputs, such as feed and ferti-
Hzer, and for shipments of agricultural
commodities to markets, But while the
demand for transportation services In
most rural areas has never been higher,
an ever growing number of agricultural
communities are facing the complete loss
of rail services.

Nationwide, the number of abandon-
ment proceedings before the Interstate

Commerce Commission has grown [from
197 in May of 1974 to 365 today. These
applications cover more than 7,000 miles
of track.

Under the 1973 Rall Services Act, a
program of continuation grants was es-
tablished to assist communities in the so-
called Northeast and Midwest Rail Emer-
zency Region to maintain essential rail
services. Roughly 4.000 of 7.000 miles of
track now threatened by abandonment
are located In this reglon, However, an
additional 3,000 miles, many of them in
America's prime agricultural areas, are
covered by no program of Federal assist-
ance w. er.

In offering legislation today, we are not
arguing that no additional branch lines
should ever be abandoned. We do not be-
lieve the Federal Government ought to
help keep every mile of track In opera-
tion where more efficient and economical
alternatives are avallable. Nevertheless,
before thousands of miles of track are
torn up or left in ruins, we do propose
that a comprehensive assessment be
made of the costs of and alternatives to
such action.

Under our proposal the Secretary of
Transportation would be required to de-
velop within 300 days & comprehensive
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report regarding essentlal rail services
within the Nation. This report would be
subject to evaluation and hearings by the
Rall Services Planning Office. These find-
ings would then be used by the Office in
the preparation of a detailed informa-
tlon survey and report on the impact
of abandonments in States outside the
rail emergency regfon.

If it could be shown that the economie,
soclal, and environmental costs of aban-
doning a branch line would exceed the
benefits, our proposal would authorize
assistance to State and local govern-
ments for up to 70 percent of the cost of
keeping the line in operation, This assist-
ance would be avallable nationwide on
the same basis that it is now available to
the rall emergency region. Our bill
would authorize an additional $100 mil-
llon to cover the cost of this program.

Finally, to provide time for study of
our rural transportation network and to
enable Btate and local governments to
set up programs to utilize continuation
grants, our bill would provide for a tem-
porary 2-year moratorium on abandon-
ments outside the Northeast region. This
moratorium could be waived whenever
the abandonment request is not opposed
by any State, county, or municipality
served by the line.

Earlier I spoke of the threat to rural
communities of a total loss of rail sery-
lce. Where good, all-weather roads do
not exist, this threat is especially severe,
But it is not just farmers and farm re-
lated businesses that would suffer from
such action; it is also the consumey and
the worker whose very job may be at
stake. Fortunately, in the case of Harlem
Valley Transportation Services against
Stafford a Federal district court has
ritled, and the second eircuit court has
affirmed {ts fAinding, that the Interstate
Cornmerce Commission must abide by
the National Environmental Polley Act
In assessing the environmentnl effects of
individual applications for abandon-

ment. This s an important step toward
the thorough evaluation that should take
place before an abandonment can be
permitted. The Congress must, however,
Insure that this evaluation Includes not
only the environmental, but also the
social and economic effects of such ac-
tion by approving the Rural Rail Pres-
ervation and Improvement Act.

Mr. Presldent, I ask unanimous con-
sent that the full text of our bill be
printed at this point In the Recorbn.

There being no objection, the bill was
ordered Lo be printed in the Recoro, as
follows:

5. 1217

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That this
Act may be clted as the “Rurpl Rall Preserva-
tion and Improvement Act’”.

NATIONAL STUDIES AND POLIQY

Sgc. 2. (a) Bection 204 of the Regloual
Rall Reorganization Aect of 1073 s nmended
to read as follows:

"REPORTS

“Sec. 204. (a) PaEparaTiON —(1) Within
thirty days after the date of enactment of
this Act, the Secretary shall prepare n com-
prehensive report containing his conclusions
and recommendations with respect to the
geographic vones within the reglon at and
bLetween: which rail service should be pro-
vided and the criterla upon which such con-
clustons and recommendations are based;
and (2) within three hundred days after the
date of enactment of the Rural Rail Preser-
vation and Improvement Act, the Secretary
shall prepare a comprehensive report con-
talning his conclusions with respect to essen-
tinl rall services within the Natlon in the
area outalde the reglon, and his recomumnen-
dations as to the geographic zoues at and be-

tween which rall service should be provided.
The Secretary may use na a basis for the
fdentitieation of such geographic zones the
statidurd  metropolitan  statistical areas,
groups of such areas, counties, or groups of
counties having simllur economic character-
Isties such a8 mining, manufacturing, or
farming.

“(b) Supmission.—Upon completion, the
Secretary shall submit the reports required
by subsection (&) of this section to the Ofice,
the Association, the Governor and publie
utilittes commission of each State studied in
the repor!, local governments, consumer or-
guntzatlons, environmental groups, the pub-
lle, and the Congress. The Secretary shall
further cause o copy of each report to be
published in the Federal Reglster,

“le) ‘TuansroRTATION Pouicy —Within one
hundred nnd eighty days after the date of
enactment of the Rural Rall Preservation
and Improvement Act, the Secretary shall
formitlate and submit to Congress a nav
tlonal transportation polley. The Secretary
shinll counsider all relevant factors in for-
mulating this national transportption policy.
including the need for coordinnted develop-
ment snd Improvement of all modes of trans-
portation, and recommendations as (o the
priority which should be asslgned to the
dovelopment and Improvement of each such
mode "

{b) Sectlon 206 of such Act s amended
by Inserting at the end thereof the follow-
Ing:

“{e) OrnerR STupiEs- -Within three hun-
dred davs after the effective date of the final
system plan, the Office shall, with the as-
ulatanee of the Secretary and the Associa-
tion

“1) study, evaluate, and hold public henr-
Ings o the Secretary’s report on essentinl
radl services within the Natlon, which 18 re-
quired under sectlon 204(a)(2) of this title,

and Lhe Secretary's formulation for n na-
tonal  transpurtation polley, which ia re-
quired under sectlon 204 (c) of this title.
The Ofee shall solicit, study, and evaluate
comments, with respect to the content of
such  documents and the subject maotter
thereof, from the aame calegories of per-
sone and governments lsted In subsection
(d)i1) of this section but without any geo-
graphieal Hmitations, and

"12) prepare A detalled Information sur-
vey and detalled and comprehensive studies
with respect to States outside the reglon
covering the same material roquired to be
aunrveyed and studied by the Assocliation
with respeet to the reglon under sectlion
200 () of this Act, including a comprehen-
slve report to be submitted to the Cominis-
slon, the Association, the Secretary, and the
Congress nnd to be published In the Federal
Reglster.™,

REPORT AND PARTTAL MORATORIUM OF
ABANDONMENTS

Bec. 3. Section 304 of the Reglonal Rall Re-
orgniization Act of 1073 is amended by In-
serting at the end thereof the following:

“(g) REPORT ON ABANDONMENTS AND Pan-
TiAL MorRATORIUM —The Commission shall
submit to the Congress within ninety days
after the date of enactment of the Rural
Rall Preservation and Improvement Act a
comprehensive report on the anticipated ef-
fect, including the environmental Impact, of
nbandonments In Btates outside the reglon.
No earcler sybject to part [ of the Interstate
Commerce Act shall abandon, durlug s period
of seven hundred and thirty days after the
date of enactment of such Act, all or any
portion of a line of rallrond (or operation
thereof) outside the reglon, the abandon-
ment of which Is opposed by any State,
county, or municipality served by that line.”.

EXPANSION OF RAIL SERVICE CONTINUATION

SUBSINY AND LOAN AUTHORIZATIONS

Sec. 4. (a) Subsection (a) of section 402 of
the Reglonal Rall Reorganization Act of 1973
is amended by inserting after the first sen-
tence the tollowing: “The operation of rall
properties with respect to which the Com-
misston has 1ssued a certificate of abandon-
ment within flyve years prior to the date of
onactment of this Act and which remaln in
condition for rall service shall, subject to
the other provisions of this section, be eligl-
ble for such subsidies.”,

(b) Such section 402 1s further amended
by striking out “in the reglon” wherever ap-
pearing therein,

(¢) Subsectlon (1) of such section 402 Iy
amended by striking out "$090,000,000" and
inserting tn lien thereof “$300.000,000™
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SENATE RESOLUTION 136—SUBMIS-
SION OF A RESOLUTION TO
AMEND THE STANDING RULES OF
THE SENATE

(Referred to the Committee on Rules
and Administration.)

Mr. MONDALE. Mr. President, the
months since the resignation of Richard
Nixon as President of the United States
have witnessed an improvement in exec-
utive-congressional relations of real
importance,

Yet despite this improvement, sub-
stantial problems remain In assuring ex-
ecutive branch accountability to the
Congress. Policymaking in some vital
areas to the Nation remains chaotic, and
too often the existing congressional com-
mittee structure is unable to pinpoint
responsibility for these policy decisions.
The problem of overlapping and incon-
sistent Cabinet department jurisdictions
continues to hamper the effective opera-
tions of the executive branch. And the
relationship of key employees within the
White House and the Cabinet officers
still poses problems in assuring accoun-
tability of the executive to the legislative
branch.

The events surrounding the Water-
gate affair revealed the dangers inher-
ent in the ability of a few men on the
White House staff—responsible to no
one, mostly without the sobering expe-
rience of electoral politics, and beyond
the reach of Congress—to control policy.
And these events have led to a rethink-
ing of the respective roles of the legisla
tive and the executive branches.

As part of this rethinking, we should
attempt in as many ways as possible to
increase Congress’ ability to conduct
meaningful dialog with those officials
in the executive branch in whose offices

responsibility for policymaking decisions
should rest. This attempt should focus
on keeping both Congress and the
Cabinet officers and agency heads in
better touch with each other.

By making those executive branch

nqimnti n by the Sen-
Eg] Egsré‘%%??gdcgy w mgre accountahle

to the people—through the Congress— -

we will encourage the shift away from a
White House staff of a few unelected and
unresponsive individuals and reassert
the proper role of the Congress and the
Cabinet officers.

As one step in this process, I am sub-
mitting today a Senate resolution to
provide for the establishment of a ques-

tion and report period, somewhat
analogous to that in use in many par-
liamentary systems around the world.
This resolution is similar to one which
I submitted in June of 1973.

This is neither a new or a radical idea.
It was given notice by the first Con-
gress, which in creating the Office of
Secretary of the Treasury, declared that
“he shall make, report and give informa-
tion to either. branch of the legislature
either in person or in writing” as either
House might reguire. Indeed, during this
first Congress, Cabinet officers appeared
before the House 8 times, and before the
Senate 14 times.

In 1864, a select committee of the
House and in 1881, a select committee of
the Benate recommended the right to
the floor of both Houses for Cabinet of-
ficers both to answer questions and to
participate in debate, In 1912, President
Taft, in a message to Congress, made vir-
tually the same recommendation. And
threughout the 1940's and 1950's, Sen-
ator Estes Kefauver championed the
idea of a “question hour” and first intro-
duced legislation of the type I am in-
troducine todav b

Senate

Nor does this proposal affect the con-
stitutional doctrine of separation of
powers. The Constitution clearly gives
the President the power to “reqguire the
opinion in writing of the principal of-
ficer in each of the executive depart-
ments upon any subject appertalning to
the duties of their respective offices.”
This propesal would not diminish this
right in the slightest. It merely would
allow an additional dimension to the
role of these executive officers—that of
spirited and productive dialog with mem-
bers of the legislative branch. .

The proposal does not call for the sub-
penaing of executive officers to appear
before the Senate. It is framed in terms
of “requests” to appear, because the cen-
tral thrust of this proposal is to in-
crease—rather than decrease—the dialog
between and mutual responsibilities of
Cabinet-level officers and the Senate.

Under terms of this proposal, the
heads of executive departments and
agencies would be requested to answer
orally, both written and oral auestions
propounded by Members of the Senate.
Such a question period would occur at
least once.every week when the Benate is
in sesslon, and would last for no more
than 2 hours. Senators would submit
written questions to the committee hav-
ing jurisdiction over the subject matter
of the question, and if the committee ap-
proves the question, it would be trans-
mitted to the head of the department or
agency involved, with an invitation to
appear before the Senate,

The Committee on Rules and Admin-

istration would also receive a copy of the
question, along with a request for allot-
ment of time in a question period to
provide for the answering of the gques-
tion, The Rulfs Committee will deter-
mine the dates and length of time of
each question perlod, and will allot the
time in such period to the department or
agency head who has indicated his read-
iness to answer. To conserve time and
consolidate questioning in subject-mat-
ter areas, any one question period shall
be taken up by questions approved by
one committee.
In the latter half of each question
period, oral questions may be asked, but
they must be germane to the subject mat-
ter of the written guestions. The time
in this latter hour will be equally con-
trolled by the chairman and ranking mi-
nority member of the committee which
has approved the questions.

Senators will be given advance notice
at least 2 days before the question period
by printing of the time of each question
period and the written questions to be
answered in the REecorp, and the pro-
ceedings of the question period will be
printed in the Recorp.

In addition, the resolution provides
that question perlod proceedings may be
televised and broadecast on radio live. In
an era of mass communication, it is im-
portant to provide for both print and
electronic media coverage to insure wide

tion of the proceedings con-
ctiucbed under provisions of this resolu-
ion,

During the early 1940's, Walter Lipp-
mann noted that— -

The two branches of Government (execu~
tive and legislative) will quarrel endlessly
at the expense of the Nation, depriving it
of the unity it needs and the collective wis-
dom it should have, as long as the responsible
men at both ends of Pennsylvania Avenue
deal with one another suspiclously and at
srm's length.

That remark remains true today. Never
has there been a greater need for a regu-
larized procedure during which Congress
can guestion the policies of the executive

branch, and the executive branch’s re-
sponsible officers can defend their pro-
posals and actions, Essential to this proe-
ess is its openness. In contrast to con-
gressional investigative committees, the
entire Senate—not just a few SBenators—
will be able to question and hear the
executive branch’s defense.

Hopefully, this system of close ques-
tioning of Cabinet-level officers will result
in Cabinet posts being filled with men
and women whose responsibility for de-
fending articulately the proposals or ac-
tions of an administration will lead to
a greater involvement for those individ-
uals in formulating the policies and ac-
tions of their departments.

Most importantly, this resolution will
enable Congress and the people to secure
the Nation's right to have free and open
debate on the central policies guiding us.

As Arthur Schlesinger, Jr., has ob-
served, a question and report period of
the type which I am introducing today
could have “quite extensive consequences
for the traditional system:

As for the Presldent, a question hour could
subtly alter the balance of his personal power
both as against his cabinet, whose members
would have the chance to acquire new vis-
ibility and develop their own relationships
with Congress and the electorate, and rs
against Congress, which would have the op~-

portunity of playing off his own Cabinet
agalnst him,

This legislation is nop without risks, It
will mean a rearrangement of institu-
tional relationships whose conseguences
we cannot totally foresee, But it is cer-
tainly worth these risks in order to en-
able the Congress to increase the respect
of the President and his principal agents
for the ability and willingness of the
Congress to carefully serutinize their ac-
tions.

My proposal will not—and was not de-
signed to—replace or supplant any of the
valuable committee procedures now
available to this body. In fact, the pro-
posal, as I have outlined it, specifically
preserves for committees the right to ap-
prove questions before they are brought
to the attention of the executive officer
whose answer is requested by a Senator.

Rather, this proposal is designed to
give the Congress—and the American
people—the right to information con-
crening important policies and actions of
the executive branch, in a forum care-
fully controlled by time and germane-
ness so as to insure that productive
questioning results.

When Senator Kefauver proposed
question-period legislation in the mid-
1940's, the support of the American
people for this idea was clearly evident,
A Gallup poll conducted in the fall of
1943 showed 72 percent in favor of the
proposal, and only 7 percent opposed.

Clearly, this idea has new and more
crucial relevancy today. In recent years,
the faith of the American people in their
Government has fallen steadily.

We must stop this decline of trust in
Government, We must, at this crucial
Juncture in relations between the execu-
tive and legislative branch, attempt to
restore both Congress power to know
and the power of Cabinet officers—
rather than White House stafi—to
formulate policy and publicly defend that
policy,

The resolution which I am introducing
today is certainly not the entire solu-
tion to this monumental problem. But
without it, the trust of the American
people in their Government may con-
tinue to erode. And as the late Adlai
Btevenson noted:



Publie confidence In the Integrity of the
government 18 indispensible to faith In
democracy; and when we lose falth in the
system we have lost faith in everything we
fight for.

We must begin restoration of this pub-
lie trust in Government. And, as a select
committee of the Senate noted in 1881,
the question period may enable us to be-
gin this task:

This system will require the selection of
the strongest men to be heads of departments,
and will require them to be well equipped
with the knowledge of their offices, It will
also require the strongest men to be the
leaders of Congress and participate in de-
bate. It will bring these strong men in con-
tact, perhaps into conflict, to advance the
public weal, and thus stimulate their abili-
ties and thelr efforts and will thus assuredly
result in the good of the country.

Mr, President, I ask unanimous con-
sent that the text of this resolution be

printed in the Recorp at the conclusion
of my remarks.

There being no objection, the resolu-
tion was ordered to be prinfed in the
REecorbp, as follows:

S. Res. 136

Resolved, That Tule X of the Standing
Rules of the Senale is amended by adding
at the end thercof the following new

aragraph:

3. There shall be held in the Senate, on
at least one day in any one calendar week
in which the Senate Is In session, a question
and report period, which shall not consume
more than two hours, during which heads
of each department, agency or Independent
instrumentality within the Executive branch
are requested to answer orally, written and
oral guestions propounded by Members of
the Senate. Each written questlon shall be
submitted In triplicate to the committee
having jurisdiction of the subject matter of
such question, and, if approved by such
committee, one copy shall be transmitted
to the head of the department or agency
concerned, with an invitation to appear be-
fore the Senate, and one copy to the Com-
mittee on Rules and Administration with
& request for allotment of time In a ques-
tion period to answer such question. Sub-
Ject to the limitations prescribed in this
paragraph, the Committee on Rules and Ad-
ministration shall determine the date for,
and the length of time of, each guestion
period and shall allot the time in each ques-
tion period to the head of a department,
agency or instrumentality who has indieated
to the committee his readiness to deliver
oral answers to the questions transmitted
to him. All written questions propounded in
any one question period shall be approved by
one committee. The latter half of each gues-
tion perlod shall be reserved for oral ques-
tlons which shall be germane to the subject
matter of the written questions by Members
of the Senate, one-half of such time to be
controlled by the chairman of the committee
which has approved the written gquestions
propounded in such question period and one-
half by the ranking minority member of such
committee. The time of each question period
and the written guestions to be answered in
such period shall be printed in two dally
editions of the Record appearing before the,
day on which such question period is to,
be held, and the proceedings during the
question perlod shall be printed in the;
Record for such day. Live television and radio;
coverage of proceedings authorized under.
this paragraph shall be permitted. The Com-
mittee on Rules and Administration shall
make all appropriate arrangements and
establish appropriate procedures for provid~
ing such coverage.”



Congressional Record

PROCEEDINGS AND DEBATES OF THE 94:‘6 CONGRESS, FIRST SESSION

Vol. 121

WASHINGTON, WEDNESDAY, MAY 7, 1975

No. 72

h

s 1s]?r¥ fo) 4 j

X - A bill to amend chapter 23 of
the Internal Revenue Code of 1954—re-
lating to the Federal Unemployment Tax
Act—to provide for the -eligibility of
school teachers for unemployment in-
surance under the unemployment insur-
ance program. Referred to the Commit-
tee on Finance.

Mr. MONDALE, Mr. President, I am
fodly introducing legisiation designed
0 remove an inexcusable inequity in our
Federal-State unemployment compen-
satlon system. The bill which I am proud
to introduce would bring teachers within
:.:; unemployment compensation sys-

The  unemployment compensation
system in this country is designed as a
cooperative effort between the Federal
Government and the governments of the
Btates. As a general rule, the Federal
legislation embodying ‘the system re-
quires the States to equal or exceed spe-
cifically described Federal requirements
in order to participate.

Under present law, the States are given
the-option to include non-Federal em-
ployees in the unemployment compen-
sation system. Unfortunately, coverage
has not been generously forthcoming.

Only 8 States, including Minnesota,
provide mandatory coverage for teach-
ers. Although 24 States local gov-
ernments the choice of whether or not
to cover teachers, there has been mini-
mal exercise of the local option. Gen-
erally, because the local districts are fis-
cally dependent upon higher legislative
bodies, teachers must convince the schoel
district plus one or more legislative
bodies of the desirability of coverage.

Most unfortunate of &ll, 17 States pro-
.Yide for neither mandatory nor volun-
tary coverage of teachers.

The Supreme Court of the United
States has said:

Today, education is perhaps the most im-
portant function of state and loeal govern-
ments. . . . It 15 required in the orm-
ance of our most basic public responsibili-
ties. . . . It 1s the very foundation of good
citizenship. Today it is a principal instru-
ment In awskening the child to ecultural
values, in preparing him for later profes-
sional tralning, and in helping him to adjust
normally to his environment. In these days,
it is doubtful that any child may reasonably
be expected to succeed in Mfe if he 15 denled
the opportunity of an education.

Although written many years ago,
these words ring equally true today.

It is, after all, the teacher who serves
as the vehicle for the transmission of this
important input into the lives of our
children. The teacher conveys facts and
figures. The teacher serves as a moral
and ethical example. The teacher serves
as a parent-substitute for many hours

- of the day.

The teacher is, in short, an indispen-
sable public servant, performing a vitally
important professional function. The
work performed by teachers is as impor-
tant as that performed by any group of
our society. = )

It is, therefore both unwise and unfair
to treat the teacher as a second-class
citigén when he or she, through no per-
sonal fault, falls vietim to unemploy-

- Senate

Mr. President, teachers are not escap-
ing the effects of our current economle
problems. Several years ago teachers
were part of a booming job market. There
were not enough teachers to fill the
enormous need. Today, however, teach-
ing positions are very, very hard to find.
Many experienced, qualified teachers
have been laid off and are unable to find
new employment. Recent graduates sre
entering the market with no prospect for
employment.

These people want to teach, they are
trained to teach, but the employment
situation is desperate. The Office of Ed-~
ucation estimates that, within the next
5 years, there will be a Natlonwide re-
duction of 80,000 teaching jobs.

Mr, President, we must not ignore this
important segment of our soclety when
they fall victim to unemployment. We
must help teachers over periods of eco-
nomic adversity as we help others,

It is estimated that, of the 2.2 million
teachers in the United States today, only
approximately 424,220—about 16 per-
cent—are presently covered by perma-
nent unemployment compensation pro-
tection, :

Fortunately, the 93d Congress enacted
Public Law 93-567, providing a tempo-
rary program of unemployment compen-
sation benefits for workers—including
teachers—who are not presently covered.
Under this law, teachers in 41 States are
currently receiving unemployment com-
pensation benefits, )

We should—we must—continue this
program during our current period of
high unemployment. However, we must
also think ahead, toward basic reform of
our unemployment compensation sys-
tem. The legislation I am introducing to-
day is designed to do just that.

Unemployment insurance is a Federal-
State System designed to provide tempo-
rary wage-loss compensation to workers
as protection against the economic hagz-
ards of unemployment. Funds accumu-
lated from taxes on wages during periods
of employment permit payments of ben-
efits to covered workers during periods of
unemployment.

At the same time as the unemployed
worker is assisted financially while he is
looking for work, the benefit payments
help maintain purchasing power
throughout the economy and cushion the
shock of unemployment on the economy.
In addition to helping the worker, the
program is designed to help the entire
economy, helping to prevent an economic
downturn from gathering momentum
and forcing further declines in consumer
purchasing power. The benefits are
countercyclical in effect and help to pre-
vent unemployment from spreading and
lasting a longer time.

Thus, Mr. President, not only does the
importance of the teaching profession
dictate inclusion of educators in our
Unemployment Compensation System,
the basic rationale of the System dictates
inclusion.

Mr. President, I continue to advocate
broad - reform of the Unemployment
Compensation System. Accordingly, I
will shortly introduce a much broader
bill on subject, including reform of.

aspects. of the System—dura-

tion, eligi;uity. b;neﬂt amounts, and the
like '

The legiglation I am introducing today
aims at a specific inequity. I am hopeful
that it will serve as a vehicle for the Sen-
ate to focus on this problem.

I ask unanimous consent that the text
of the bill be printed in the Recorp,
at this point.

There being no objec
ordered to be printed
as follows:

the bill was
the Recorp,

8, 1677

Be it enacted by the Semate and House
of Regpresemiatives of the United States of
America in Congress assembled,

SectroN 1; This Act may be cited as the
“School Teachers' Unemployment Insurance
Act.”

Src. 2. (n) Bection 3304(a)(8)(A) of the
Internal Revenue Code of 1854 Is amended
by striking out the word “higher" in each
instance in which the word appears therein
immediately preceding the word “education”
in the su

(b) Bection 8304(a) of such Code s fur-
ther amended by striking out, in paragraph
(12) of such subsection, the words "and
institutions of higher education (as defined
in section 8309(d)" where such words appear
therein immetiiately p the words
“operated by such political subdl

(c) Bection 3309.of the Internal Revenue
Code of 1964 1s amended by—

(1) striking out the word “higher” where
such word appears immediately preceding
the word “education” in subsection (a)(1)
(B);

(2) striking out paragraph (3) of subsec-
tion (b) and redesignating paragraphs (4).
(6) and (8) of such subsection as para-
graphs 3, (4) and (B), respectively;

(3) amending subsection (d) to read es
follows:

“(d) DerFmNITION OF INSTITUTION OF EDU-
carioN.—For  purposes of this section, the
term “instltution of education” means an
educational institution in any State—

“(1) which offers preschool, elementary or
secondary education or occupational train-
ing, (except that the term shall not include
any day care center that provides predomi-
nantly custodial service) and is a public in-
stitution, or

*(2) which is an institution of higher edu-
cation and which -

*(a) admits-as regular students only indi-
viduals having a certificate of graduation
from & high school, or the recognized equiy-
alent of such a certificate;

“(b) 1s legally suthorized within such
State to provide a program of educatlon
beyond high school;

“(c) provides an educational program for
which it dwards a bachelor’s or higher degree,
or provides & program which is agceptable
for full credit toward such a degree, or offers
s program of tralning to prepare students
for gainful employment in & recognized oc-
cupation; and ;

“(d) 15 a public or other nonprofit institu-
tion." _ .

Src. 3. (a) the captions of section 3309 of
‘the Internal Revenue Code 1954 1s amended
to read as follows: .

“STATE LAW COVERAGE OF CERTAIN SERVICES FER-
FORMED FOR NONPROFIT ORGANIZATIONS, IN-
STITUTIONS OF EDUCATION AND STATE HOS-
PITALS
(b) The table of sections for chapter 23 of

the Internal Revenue Code of 1054 1=

amended by striking out the item relating to
section 3300 and inserting in lieu thereof the
following: g ptld



Bzc. 4. Section 3303(f) of the Internal Rev-
enue Codoe of 1964 is amended by inserting
immediately after “January 1, 19689," in such
subsection “or, in the case of an organization
or group of organizations to which section
section 3309(a) (1) (A) appllﬂ as the result
of amendments made by the School Teacher's
lfowmmm Insurance Act, January 1,

Skc. 6. (a) The amendments mads by sec-
tions 2, 3 and 4 shall apply with respect to
certifications of State laws for 1977 and sub-
sequent taxable years, but only with respect

to service ed after Decamber 31, 1975.

(b) Bection 3304(a) (6) of the Internal
Revenue Code of 1864 (as amended by this
Act) shall oot be a requirement for the State
law of any State prior to July 1, 1977, if the
legislature of such Btate does not meet in a

session which closes during the
year 1976, t
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