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S. 626 
Be it enacted by the Senate and House 

01 Representatives 01 the United States 01 
America in Congress a8sempled, That this 
Act may be cited as the "ChUd and FamUy 
Services Act of 1975". 

STATEMENT OF FINDINGS AND PURPOSE 

SEC. 2. (a) The Congress finds that--
(1) the family Is the primary and the 

most fundamental ln1luence on children; 
(2) child and family service programs 

must build upon and strengthen the role of 
the family and must be provided on a vollln­
t ary basis only to children whose parents or 
legal guardians request such Services, with 
a view toward offering fam1l1es the options 
they believe are most appropriate for their 
particular needs; 

(3) although there have been increased 
services for children ot 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 
chUdren whose fam1lles lack sutDcient re­
sources who do not receive adequate health, 
nutritional, educational and other services; 

(4) it Is essential that the planning and 
operation of such programs be undertaken 
as a partnership of parents, community, pri­
vate agencies and State and local govern­
ment with appropriate supportive asslstance 
from the Federal Government. 

(b) It is the purpose of this Act to pro­
vide a variety of quality and family serv- · 
ices In order to assist parents who request 
such services, with prtority to thOse pre­
school children and fammes with the great­
est economic or human needs, In a manner 

designed to strengthen family life aru1 to 
Insure declsionmaklng at the community 
level, with direct participation of the par­
ents of the children served and other in­
dividuals and organizations in the com­
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, buUding upon 
the experience and success of Headstart and 
other existing programs. 

AUTHORIZATION OF APPROPRIATIONS 

SEC. 3. (a) For the purpose of providing 
tra.!n1ng, technical asslste.ce, planning, and 
such other activities 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 1lscal 
year ending June 30, 1978, except that no 
funds are authOrized to be appropriated for 
either 1lscal year, unless funds appropr1a.ted 
to carry out the Project Headstart program 
described in section 222(a) (1) of the Eco­
nomic Opportunity Act of 1964 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 1lscal year ending June 30, 1975, or (2) 
the amount appropriated to carry out such 
program for the 1l.scal year ending June SO, 
1976. Any such amounts appropriated for a 
fiscal year which are not obligated at ·the 
end of such fiscal year shall remain avail­
able for obligation until expended. 

FORWARD FUNDING 

Senate 
SEC. 4. (a) 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 fiscal year preceding the fiscal 
year for which It sha.!l be available for obli­
gation. 

(b) In order to effect a transition to the 
advance funding method of timing a.ppro­
prIa.tlon action, subsection (a) shall apply 
notwithstanding that Its 1n1tial a.pplicatlon 
w1ll result in the enactment in the same 
yee.r (whether In the same appropriation 
Act or otherwise) of two separate appropri­
ations, one for the then current fiscal year 
and one for the succeeding fiscal year. 
TITLE r-CHILD AND FAMILY SERVICE 

PROGRAMS 
OFFICII: OF CHILD AND FAMILY SERVICES; 

SPECIAL COORDINATING C017NCD. 

SEC. 101. (a) The Security shall take all 
necessary action to coordinate child and 
family service programs under his jurisdic­
tion. To this end, he shall establish and 
maintain within the OtDce of the Secretary 
of the Departent of Health, Education, and 
Welfare an OtDce of ChUd and FamIly Serv­
Ices administered by a Director a.ppointed by 
the President with the advice and consent 
of the Senate, which otDce sha.!l assume the 
responsib1l1ties of the -omce of Child Devel­
opment and shall be the prinCipal agency of 
the Department for the administration of 
this Act. 

(b) A Child and Pa.m11y Services Coordi­
nating CounCil, COnsisting of the Director of 
the OtDce of Child and Family Services es­
tablished under subsection (a) (who shall 
serve (t.S chairperson), and representatives 
from the Federal agencies admlnlstertng the 
Social 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 OtDce of Economic ~ 

tUJl1ty, the Department of Labor, and other 
appropriate agencies, shall meet on a regu­
lBr basis, as they may deem necessary, In 
order to aasure coordination of ch1ld and 
family service activities under their respec­
tive jur1sd1ctloDS so as to assure-

(1) maximum use of ava.!lable resources 
through the prevention of dupl1cation of ac­
tivities; 

(2) a div1s1on of labor, insofar as is com­
patIble with the purposes of each of the 
agencies or authorities specl1led in tbJs para­
graph, to assure maximum progress toward 
the achlevment of the purposes of this Act; 

(3) the establishment and maintenance 
of procedureS to Insure that each otDce or 
agency of the Federal Government conduct­
Ing chld and family services and related ac­
tivities Is aware of the adm1n1strattve ac­
tions of other otDces or agenc1es with respect 
to the provision of financial assistance t o 
eligible applicants; and 

(4) recommendation of prior1ties for fed­
erally funded research and development ac­
tin ties related to the purposes of this Act. 

FINANCIAL ASSISTANCE 

SEc. 102. (a) The Secretary of Health, Edu­
cation, and Welfare through the OtDce of 
Child and Family Services, shall provide fi­
nancial assistance for carrying out cblld and 
family service programs for children and 
their families under this title to prime spon­
sors (Including educational agencies) and 
to other public and private nonprofit agen­
cies and organizations pursuant to applica­
tiona and plans approved in accordance with 
the prov1s1ona of this title. 

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

I 

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

(2) establishing, maintaining, and operat­
Ing child and family service prQgrams, which 
may include--

(A) part-day or full-day child care pro­
grams, in the ch1ld's own home, in group 
homes, or in other child care facUlties, which 
provide the educational, health, nutritIonal, 
and social services directed toward ena.bl1ng 
children participating in the program to at­
tain their maximum potential; 

(B) other health, social, recreational, and 
educational programs designed to meet the 
special needs ot children and families in­
cluding before- and after-school and sum­
mer programs; 

(C) family services, including in-home and 
in-school services, and education and consul­
tation for parents, other fa.m11y members 
functioning in the capacity of parents, youth, 
and prospective and expectant parents who 
request assistsnce in meeting the needs of 
their children; 

(D) social services including information, 
consultation and referral to fam1lles that 
request such services to help them deter­
mine the appropriateness of child and family 
.servlces and the poseibUity of alternative 
plans; 

(E) (1) prenatal and other medical care. 
including services to expectant mothers who 
cannot alford such services, designed to help 
reduce malnutrition, infant and. maternal 
mortaUty, and the incidence of mental re­
tardation and other handicapping conditions, 
and (it) postpartum and other medical serv­
ices to recent mothers; 

(F) programs designed (i) to meet the 
special needs of ethnic groups, including 
minority groups, Indian, migrant children, 
and children from fam1lles with special lan­
guage needs, and (U) to m~t the needs of 
aU children to understand the history and 
cultural backgrounds of ethnic groups in­
cluding minority groups which belong to 
their communit1ee and the role of members 
of euch 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 chlld and famlly service 
programs; 

(I) special activities designed to identify 
and amel10rate identified physical, mental, 
and emotional handicaps and speclaJlearnlng 
disab1l1tles as an incorporated part of pro­
grams conducted under this title; 

(J) programs designed to extend child and 
famlly service gains (particularly. parent par­
ticipation) Into kindergarten and early pri­
mary grades, In cooperation with local educa­
tional agencies; 

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

(3) rental, lease or lease-purchase, mort­
gage amortization payments, remodeling, 
renovation, alteration, acquisition and ma.!n­
tenance of necessary equlpment and sup­
plies, and to the extent authorIzed In section 
109, construction or acqulsltion of fac1l1tles, 
including moblle fac1l1ties; 

(4) preservlce and 1nservlce education and 
training for profesSional and paraprofes­
sional personnel, including parents and vol­
unteers, especially education and tra.1nlng 
for career development and advancement; 

(5) staff and other administrative expenses 
of child and family service councils estab­
lished and operated In accordance with sec­
tion 105, and of parent pollcy committees 
estabUshed and operated In accordance with 
section 107; and 



r6 selliIIlation of inform&tlon in tlie 
functional language of those to be served to 
II8IIUN that parents are well Informed of 
child and family service programa avB11able 
to tl)em and m&y participate in such pro­
grams. 

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

(1) provides for establlshing and main­
talnlng a parent pollcy committee 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 
dlssemlnatlon of information to assure that 
parents 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. 103. (a) (1) From the amounts avail­
able for planning and carrying out child 
and famlly service programs under thls title 
the Secretary shall reserve the following; 

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

(B) not less than that proportion of the 
total amount available for carrying out thls 
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 mlgrant agricultural workers on an equi­
table basis; 

(C) not less than that' proportion of 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 available for carrying out this 
title, which shall be made avallable under 
section 104(e) (2) of this title (relating to 
model programs) ; -

(E) not less than 5 per centum of the total 
amount available for carrying 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-
o malnder 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 and 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 thts section. 

(b) Not more than 5 per centum of the 
total funds apportioned for use within a 
State putsuant to subsection (a) (2) may 
be made available for grants to the State 
to carry Qut the provisions of section 108 of 
this title, 

(c) 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 wUl not be 
required, for the period for which such' 
apportionment is available, for carrying out 
programs under this title shall be avaUable 
for reapportionment from time to time, on 
such aates 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. ~ amount reapportioned 
to a State or local area '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 
data available to him. 

(e) As soon as practicable after funds are 
appropriated to carry out this title for any 
fiscal ~ear, the Secretary shall publish in the 

Federal Register the alloca ions and appor­
tionments required by this section. 

STATE AND LOCAL PRIME SPONSORS 

SEC. 104. (a) 'In accordance with the pro­
visions of this section, 8 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 
approval by the Secretary of an application 
for prime sponsorship whlch-

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

(2) demonstrates the applicant's capabll1ty 
of administering a child and famlly 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 
eIDclent delivery of services under this Act; 

(3) provides assurances satisfactory to the 
Secretary that the non-Federal share require­
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 106 and any modification thereof 
and for selecting or establishing an agency 
or agencies 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 Council wUl be 
responsible for approving child and family 
service plans, basic goals, policies, procedures, 
overall budget policies and project funding, 
and the selection or establishment and an­
nual renewal of any agency or agenCies under 
paragraph (5) of this subsection and will be 
responsible for annual and ongoing evalua­
tion of child and family service programs 
conducted in the prime sponsorship area ac­
cording to criteria established by the Secre­
tary; 

(7) provides assurances that staff and other 
administrative expenses for the Child and 
Family Service Counclls and Local Program 
Councils and Project Policy Committees wUl 
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 
first operational year, In accordance with 
regulations which the Secretary shall pre­
scribe; 

(b) The Secretary shall approve a prime 
sponsorship application submltted by a lo­
cality which is a (1) city, (2) county, or (3) 
other unit of general local government, or by 
a combination of such localities, If he deter­
mines that the application so submitted 
meets the requirements of subsection (a) 
of this section and includes adequate pro­
visions for carrying out comprehensive and 
effective child and family service programs 
In the area of such locality. In the event that 
the area under the jurisdiction of a unit of 
general local government described in clause 
(I), (2), or (3) of the preceding sentence 
includes any common geographical area with 
that covered by another such unit of general 
loc~l government, the Secretary shall d~lg­
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 submltted an application 
which meets the requirements of thls section 
and Includes adequate prOvisions for carry­
Ing out comprehensive child care and famlli 
service programs In such area.. 

(c) 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 

1 services programs In each such area; '. 
(2) divides those areas within the State 

for which no prime sponsor has been deSir­
nated under subsection (b) of this seCtlOd 
into local service areas, with due considera­
tion in making such decisions being given 

to compactness, contiguity, and community 
of Interest; 

(3) provides: 
(A) for establlshlng anllm&lntalnlng with 

respect to each local service area 8 local 
program council composed so that (1) not 
less than half of the members who shall be 
chosen Initially by parents who are reCipients 
of federally assisted day oare services, with 
equitable and appropriate conSideration to 
parents selected by the parent members of 
Headstart policy committees where they 
exist, and at the earliest practicable times 
by the parent members of parent policy com­
mlttees, and (11) the remainder shall be pub-
11c members broadly representative of the 
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general publlc, appointed by the chief execu­
tive omcers or the governing bodies, as appro­
priate, of the units ot general local govern­
ment within the local program area; 

(B) that the comprehensive chUd care and 
family service plan to be submltted by the 
state which affects each such area is devel­
oped and prepared with the full participa.­
tion and approval of the appropriate local 
program council; and 

(C) that contracts for the operation of 
programs through publlc or private non­
profit agencies or organizations shall be en­
tered Into only if previously approved by the 
local program council for the appropriate 
local service area; and 

(4) contains assurances that any local pro­
gram council m&y 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 (C) 
of this section, the Secretary may fund 
directly; 

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

(2) a publlc or private nonprofit agency, 
Including but not limited to an educational 
agency or institution, a community action 
agency, single-purpose Headstart agency, 
community development corporation, parent 
cooperative, organization of mlgre.nt agri­
cultural workers, organization of Indians, 
employer organization, labor union, or em­
ployee or labor-management organization, 
which submits 8 proposal: 

(A) to provide child care and famlly serv­
Ices In an area possessing a commonality 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 a year-round basis to children 
of migrant agricultural workers and their 
famUles; or 

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

(e) When any prime sponsor Is m&lntain­
Ing a pattern or practice of discrimination 
against minority group children or economl­
cally disadvantaged children, the Secretary 
shall designate for prime sponsorship an al­
ternative unit of government of public or 
private agency or organization in the area 
which will equitably serve minority group 
children and economically disadvantaged 
children. 

(f) 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 app11cant, and to 
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 
prescrlbe, has provided (1) written notice of 
Intention to disapprove such application, in­
cluding a statement of the reasons therefo~, 
(2) a reasonable time in which to submlt 
corrective amendments to such appllcatlon 
or undertake other necessary corrective ac­
tion, and (3) an opptlrtunlty for a pub11c 
hearing upon which basis an appeal to the 
Secretary m&y be taken as of right. 

(h) (1) If any party is dlssa.tisfled with the 
Secretary's final action under subsection (h) 
with respect to the disapproval of its applica­
tion submltted 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 
Unlted 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 transmltted 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 28, United States Code. 

(2) The court shall have Jurisdiction to 
altirm 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 
certiorari or certification as provided In sec­
tion 1254 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 Famlly Service Coun­
cil composed of not less than ten members 
as (ollows-

(1) not less than half the members of 
such Council shall be parents at children 
served in programs under this Act chosen 
in accordance with the provisions of para­
graph (1) of subsection (b) of this section; 

(2) the remB1ning members shall be ap­
pointed by the prime sponsor, in consulta­
tion with the parent members cleecrlbed In 
paragraph (1) to be broadly ~tlve 
of the general public, including representa­
tives of private agenctes and organizstlons 
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concerned wi h or opera ng progl'tlmS re 6 -
ing to child and family servicetl and at least 
one person who Is particularly skUled by 
virtue of tra.1n1ng or experience In chlld and 
famtly services; 

(3) at least one-third of 1!he tot&! mem­
bership of the Chtld and Family Sel"V1ce 
Councll IIh&ll be persona who are econom­
ioally disadvantaged. Each Councll shall se­
lect Its own chairperson; and 

(4) In establlshing a Child Development 
and Famlly Service Council under this sec­
tton, the prime· sponsor sha.!l give due con­
Blderatton to the membership of chlld care 
and day care coordlnating bodies then exist­
ing In the area to be served. 

(b) In accordance with procedures which 
the Secretary shall establlsh pursuant to 
regulations, each prime sponsor designated 
under section 104 shall prOvide, with respect 
to the Chlld and Family Service Counclls 
established and maintained by such prime 
sponsor, that- . 

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

(A) In the case of Counclls established by 
prime sponsors which are States, by the par­
ent members of loca.l program counclls es- . 
tabllshed under section 100(c) (3); and 

(B) In the case of Councils established by 
prime sponsors other than states (and by 
States with respect to l~l program coun­
clls) , init1a.lly by parents who are reciple~ts 
of federally assisted chlld care services, with 
equitable and appropriate consldera.tion to 
parents selected by the parent members of 

Headstart pollcy committees and, at the 
earliest practioa.ble time, by the parent mem­
bers of parent pollcy commitees established 
under section 107(b) (2); 

(2) the terms of ·omce and any other 
policies and procedures of an organtzattonal 
nature, lncluding nomlnatlon and election 
procedures. are appropriate in ~cordance 
with the purposes of thls Act; 

(3) such Council shall be responsible for 
approvlng child and famlly service plans, 
basic goals, pol1cles, procedures, overall 
budget poUcles and project fundlng, and the 
selection or establlshment and annual re­
newal of an administering agency or agencies 
and wlll be responsible for annual and on­
going evaluation of chlld and famlly service 

. pr~ams according to criteria estabUshed by 
the Secretary; and 

(4) such Councll shall, upon its own lni­
tiatlve or upon request of a project applicant 
or any other party in Interest, conduct publ1c 
hearlngs before acting upon appllcations for 
financial assistance submitted by project ap­
pllcants under this part. 

CHILD AND FAMILY SERVICE PLANS 

SEC. 106. (a) Flnanclal ass1a.tance under 
thls 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 subInltted 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 famlly service 
In the prime sponsorship area which-

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

(2) Identlfies child and family service 
needs and goa.ls within the area and describes 
the purposes for which the financla.! assist­
ance wUl be used, giving equitable considera­
tion to the needs of chlldren from each 
mlnorlty group and significant segment of 
the economica1ly dlsadvantaged residing 
within the prime sponsorship area; 

(3) meets the needs of chlldren and fam­
mea In the prime sponsorship area, to the 
extent that available funds Clm be reason­
ably expected to have an effective Impact, 
with priority for services to chlldren who 
have not attalned six years of age; 

(4) provides that programs receiving funds 
under section 3(b) wUl give priority to pro­
viding services for economically disadvan­
taged chlldren by reservlng not less than 65 
per centum of such funds for the purpose of 
servlng economically dlsadvantaged chlldren; 

(5) gives priority thereafter to providing , 
services to chtldren 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 sha.!l lnclude chlldren from a range of 
socioeconomic backgrounds; 

(7) (A) provides that no charge will be 
made with respect to any chlld who Is eco­
nomically dlsadvantaged, except to the ex­
tent that payment wlll be made by a third 
party; and 

(B) provides, pursuant to criteria estab­
llshed In regulations promulgated by the 
Secretary as required by section 205, an ap­
propriate and flexible fee schedule for chll­
dren W'ho are not economically disadvan­
taged, designed to permit enrollment or con­
tlnued participation in the program as famlly 
income Increases and based upon the ·slze 
of the family, and Its abU1ty to pay, which 
shill provide for appropriately reduced 
charges for l4III.B than full day care, and Shall 
provide that payment may be made In whole 

(8) prOV'tdes oomprefHmsm eervtce&-­
(A) to meet the IIpec11d' Deeds at mlnortty 

group c!Jftd'ren smr c!JftdJlen of mtgrn.t agrt­
cultural workers with: ~ emptl1Isbr on 
the needla at efl"i!dreD from bU1ngual famines 
tor the develOpment of sktllS tn EngDsh and 
In the other language spoken tn the home, 
and 

(B) to meet the needs of aD ch!l.cfren to 
understand the history and cultural back­
ground of minortty groups withln the prime 
sponsorship area; 

(9) prav1dea for dfrect parent participa­
tion In the conduct. overall direction, and 
evaluation. of porgrams; 

(10) pl'Q.v1d8s that, insofar as possible, un­
employed or low-income persons residing In 
communities being served by such projects 
wID be employed therein, lncludlng In-home 
and part-time employment and opportu­
nities far. tzaln1ng and career development, 
prcwided thllot no paxson wUl be deniec1 em­
ployment in any program solely on. the 
grounds that such person falls to meet State 
or local teacher certification standards; 

(11) inclUdes a career development plan 
tor paraprote8l!llOl'lal and prof_iana.! train­
ing, ed1Ieatklrl, and advancemen1; on a career 
ladder; 

(12') pt'OVide8 for the regular and frequent 
dtB8em1Datton of Information In the tunc­
tllonal l~ of those to be served, to as­
sure that par&nts and other Interested per­
sons In the community are 1'ul1y informed" of 
the actvl1tles of the prime sponsor, ChIld 
and Family Sel"V1ce C01ll1cll, project appl1-
cants, and parent pol1cy oommlttees; 

(13) set!! forth prOviSions describing any 
arrangements for the delegation, under the 
supervision of the Child and Family Service 
Councll, to ptrbl1c or private genctes, institu­
tions, or organizations, of responslbUlt1es for 
the delivery of programs, services, and ac­
tfvitles for which ftnanc1a.l asslstance is pro­
vided under thls Act or for planning o~ eval­
uation services to be made avaliab1e with 
respect to programs under this Act; 

(14) provtdes procedures'for the app~ove.1 
of project appl1catlons subInltted In accord­
a.nce wtth section 107, IncludIng procedures 
;tCYr priOrity consideration of a.pplications · 
.submltted by publ1c and prlva.te nonprofit' 
agencies and organizatiOns with ongoing 
child development programs; 

(Ill) provides, In the case of a prime spon­
sor located within or adjacent to a met,ro­
pol1tan area, fDr coonUnation with other 
JJrlme I!po!lSOr!! located within such metro­
politan area, and a.rnmgements for coopera­
/tl-.e tund'lng nere appropriate. and partlcu­
larfy for such coordtnatlon where appro- ' 
prtMe; 10 meet the needs f1f c!!fld'ren of 
padllnta WCII'Jt1ng or pwrt1elptlting til tMtnfng 
or othennae CICC1IIIpJ.ed dll11ng the day within 
6 prime Sponsorship area other than that ill 
iWh1ch tbey reside; 

(16) prOVidell tClr COO1"d1nIIIUcII of CItbet' 
cMIl care &l'lCl rela1lecl progftIIB (~ 
,those relating to IIIIIaIlpOWW 1niIm:ng .... 
employment) wlthln t1a pn- 1IpO~ 
ares. wl.th the progl:amS asaiatecl under ~ 
,Ac.t, lncludlng pracelluu. &lUI mechen',we 
to provide cOll.t1n.ut.ty between programa for 
preschool and elementary school ch1l~; 

(17) provides tor sUCh mo.wtoliDg and 
evaluation prOQedures 1ncludlIlg licena1nc, 
inspectiOn, and enforcement actl.v1t1ea tIS ID&¥ 
be necessary to a.s6ure the.t prograIns In the 
prime sponsorsh1.p area funded under t.h1s 
Act meet the- appncable Federal staRdardB as 
prescribed in section 201 of this Act; 

(18~ proVides, to · the ext8llt JlRlCtJ.Qble, 
for the use of flna,nchil usistanc. a.n.l BeI"V­
lees avallabla from State and locIIl ggveru­
ment,. Federal source& other ~ these ~ 
vicled In tI:Us Act, and private chari .... bl. 

sources with respect to actult1ea an4 
servtces under the pIan; and -

(19) provides for such fiscal control. anci 
funding accounting procedures as the Secre-

tary maypl'e8Cl1be to assure proper dtsburse-
1 :m:ent of 6nd accounting for Federal funds 

paM to the prime sponsor. 
(c) 1'1"0 c:h1Jd and' fsmUy Bel"V1ce plan or 

modtftoatlon thereof submitted by a prime 
spamror under this secfton shan be approved 
.by the secretary unless" he determines, In ac­
cordance with regulations which the Secre­
tary shall prescrlb"e, that;-

(1) the educatloruLl agency for the area to 
be served and other approprta.te educational 
and training agenc1es and Instlttrtions have 
lrad an opportunity to submit comments to 
the prime sponsor and to the Secretary; 

(2) each communtty aetton agency or 
stngle-purpose Headl!tart agency in the area 
to be served responsible for the adm1ntstra­
tion of programs under this part or under 
section 222 (a) (1) of the EConomic Oppor-

. tunlty Act of 1964 has had an onnortnnlty 
to submit comments to the prime sponsor 
and to the Secretary; 

(3) in the case of a plan submitted by a 
prime eponsor other than the Stll,te, the Gov­
ernor of tha1; State or the State Child and 
PImltly Service Cauncn bas had an oppor­
tuntty to submit comments to the prime 
sponsor and to the eecretary. 

(eI) A comprehensive chm! an4 family 
service plan submttted under this section 
may be disapproved or a Jll10r approval with-
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drawn only the S""ecretarY. In accOl"dince 
wfth regulations which he shall prescribe, 
~ap~- . 

(1) wrttten notice of intention to disap­
prove euct1 pI&Il tnctadillf: • statement of 
the 1"ftBeII8 iheretor, 

(~) a ~le time to _malt conec:lIift 
amendments t& 8uch plan or UDdltrtall:e otber 
necetIIIary corrective actton. and 

(3) an opportunity for a public hearhlg 
~n wAlca baats an appeal to the geeretary 
me.r be taken u of right. 

PBOJ'IICT APPLICAT1OlII1!I 

SEC. t07. (a) Funds may be provided by 
the prime epoI1lmr for carrying out any pzo­
gram under such prime sponsor's compre­
hensive child and family service plan onlJ 
to a quartfled ptrbHc or private agency or 
organhlatltm, Includtng but not Itmttecf to 
an edueattonal agency or institution, a com­
munity aetiorl. agency, sIn~e-purpose Head­
start ~ncy, eonmn:mtty d"e'Velopment cor~ 
poration, parent eoopen:tlve, organization 
of migrant ~CUltuTal workers, organiza­
tion of IndtlloM, organnatlon interested in 
chlld care, employer or busIness organization, 
labor union, or employ'ee 01" labor manage­
ment organization. 

(b) l"tnaneiBl IIIB8t!!tane& under this tttte 
may be provided to a project appHcant !or 
any fiscal year 0DIy pursuant to a project­
appl.1catlon which It! mbmtted to the ChUd 
aDd PIuIItly Servlee Comle11 iIJy a public or 
prtvate I@'ency aDd which-

(1) deaert:bes tile project, tdenttfte8 t!te 
children aDd tamflles It Is dest<med to serve, 
and provides for the IM!eeasalY I!Uefl eompre­
hel:uIlve eerric'etJ. 

(2) provtdes for establltlMng IIrrtt maln­
t&tnI:ng a par.zrt policy commtttee eomposed 
of IIOt 1_ ~ ten members l1li follow.-

(A) n.ot MIls 1;ban llIarr of the member\!! of 
etIICb mcJII. IlOmalI ttee shan be pa.reIl'ts of chil­
dren served by such project, demoerat1eany 
selected by puenta of chlld1'en served by the 
pco !eet, IIDIl 

(B) the yemalnlng members of each such 
committee shall consist of (i) persons who 
&H- repnsentai1ve of the com:muntty aDd who 
an appft>ftd bJ' the panni; iII8Dlben, and 
(11) .t leae1; ~ penon who Is part1cularly 
sk1lled by .,lrtue of tzatning or experience In 
child can. cbtl4 health, ch1l4l welf.-e, or 
otb.er cb1Id care semces, excep$ that $he 
Secretary IDa¥ wllLv. the requirement ot Ulla 
clause where he detumiDes, In ac:cozodallCe 
wWI. ~ulaUQna that well perlf.)De are DOt 
allaflaJ)le W ilMt area ~ be 8ervH; 

,3-) prO'rides fw dinct part1c1patlon of 
such parent pollcy committee in the devel-

opment and preparation of project appnce.­
tions under thls title; 

(4) assures that the parent ponC1 com­
mIttee shall have respa!lSlbntty tor approv­
ing basic goals, poliCies, acttons, and pro­
ced1.u:es for the project appIlcant, and for 
planning, overall conduct, personnel, budg­
eting, location of centers and fac1I1tl.es, and 
dtrectlon and evaluation of projects, lnclud­
lng approval of the project dlrector and any 
project applications and mod11'lcattons 
thereof; 

(5) makes adequate provlslon for train­
Ing and other admlnlstratlve expenses of 
suell parent policy committee (lncludlng 
necessary expenses to· enable low-Income 
members to participate In committee meet­
Ings); 

(6) assures that services shall be provided 
without charge to any chIld who Is ecn­
nomically dlsadvantaged except to the ex­
tent that payment wUl be made by a thlru. 
party, and that charges wID be made to any 
child who is not economically c!ls&dvantaged 
according to the fee schedule estabItshed 
pursuant to section 106(b) (7) (B); 

(7) proVides for the regular and frequent 
dissemlnation of infonnation In the t'UlI.C­
tlonal language of those to be served, to as­
sure that parents and lnterested persons are 
fully tntormed of project activities; 

(8) provides opportunities for the dtrect 
par~tcipatlon of parents, older B1bIlngs, and 
other family members in the dally activities 
of the programs in which their chlldren are 
enrolled; 

(9) assures, to the extent practicable. em­
ployment of paraprofeBillonal aides and use 
of volunteers, espec1a.lly parents, older chil­
dren, students, older persons, and pet:l!Ons 
preparing for careers In chIld developmeIU 
and fam.1ly sel"V1ce progra.rns; 

(10) assures that chlldl:en wUlln. no case 
be excluded from the programs operated pur­
suant to thls title because of their partici­
pation In nonpubUc- pre8ChooI or school pro­
grams or because of the Intention of their 
parents to enroll them in nonpubllc schoOls 
when they attaln school age~ 

(11) provides for such fiscal control and 
fund accountlng procedures as the prime 
sponsor shall prescribe to assure proper dIs­
bursement of and accounting for Federal 
funds. 

(c) A project application may be approved 
by a prIme sponsor upon Its determination 
tha.t such application meets the require­
ments of thls section IIoIld that the programs 
provided for therein wID otherwise further 
the objectives and IIILUsfy "'e appropriate 
provisiOns of the prime SlIbnsor'a compreben­
slve chIld ancr f&mfiy service plan e.& ap­
p?Oved pursua.nt to section lOlL 

(d) A project sppIJcaUon trom a public 
or prtvate agency seel:tng fUnds 1In4er sec­
tion 104 (d) shall be submitted direct to 

~1l1( 



the Secretary, and may be approved bJ' the 
Secretary upon his determination tka.t It 
meets the requirements of subsection (b) ot 
this section. 

(e) A prime sponsor may disapprove a 
project appUcatlon only If it provides to tJae 
project appIlcant a WT1tten statement of the 
reliSons therefor. Such project applicant may 
submit an appeal to the secretary request­
ing the direct approval ot S1.1ch application 
or mod.HI:cation thereof. Any auch appeal 
shall Include such oommenta, including the 
project applicant's respon.se to the prime 
sponsor's statement ot reasons for dIsap­
proTal, as the project applfcant may deem 
approprIate or as thAI Secretary may require. 

SPECLU. GIlAN'rS TO STATES 

8IX::. 108. (a) UpoIl application InIbmftted ' 
by any staie, the 8ec:retary 1B a'lltlM)r1IIed to 
provide flnlLTlcllll aaslstaDce for use by sueb 
state tor cury1ng out acuvtttea for ~be pur­
poses of-

(1) estabUBblng a child and famny BerT­
Ices Information program, JJI. onler tit 1m. 
prove theIr qualIty and ava1lablllty and Im-

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

(2) Identifying child and tamIly servIce 
goals and needs wIthin the state; 

(3) coordinating all State child and famIly 
servIces, and encouraging the cooperatIon 
and particIpation of stste agencIes in pro­
vidIng such services, including health, fam-
1ly planning, mental health, educatIon, nu­
trition, and family, social and rehab1l1tatlve 
servIces where requested by appropriate 
prime sponsors in the development and im­
plementation of comprehensive child anll 
filomlly service plans; 

(4) encouraging the full use of resources 
and fac1l1tles for child and family service 
programs within the State; 

(6) developing, enforCing, and assessing 
State codes for licensIng child and family 
service faclllties within the State; 

(8) assIstIng publIc and prIvate agencIes 
and organizations In the acquisItion or Im­
provement ot tac11ltles for child and family 
servIce programs; 

(7) assIsting in the establIshment of Child 
and Family ServIce Councils and strengthen­
ing the capab1llty of such Councils to effec­
tIvely plan, supervise, coordinate, monItor, 
and evaluate child and famIly servIce pro­
grams; 

(8) developing intormation useful in re­
vIewing prime sponsorshIp applicatIons un- . 
der section 104 and of comprehensIve child 
and famIly service plans under sectIon 106, 

(b) In order to receIve tunds under thIs 
sectIon, 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 CONDrrIONs FOR PROGRAMS IN­

CLUDING CONSTRUCTION OF ACQUISITION 

SEC. 109, (a) ApplicatIons for financIal as­
sistance for projects IncludIng construction 
or acquisition may be approved only If the 
prime sponsor, or the Secretary in cases ot 
applicatIons submitted tor his approval, de­
termInes that constructIon or acquIsItion ot 
such fac1lltles Is essentIal to the provIsion 
ot adequate child care services, and that 
rental, lease; or lease-purchase, remodeling, 
or renovation of adequate faclllties Is not 
practicable. 

(b) If any fac!llty assisted under this tItle 
shall cease to be used for the purposes for 
whIch It was constructed, the United States 
shall be entLtled to recover from the appU­
cant or other owner of the fac1llty an amount 
whIch bears to the then value of thlt faclllty 
(or so much thereof as constituted an ap­
proved project) the same ratIo as the amount 
of such Federal funds bore to the cost of the 
facUlty financed with the aId 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
cUlty Is situated. 

(0) 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 
paId wages at rates not less than those 
preva11lng on similar construction In the 
localIty as determined by the Secretary of 
Labor in accordance with the Davis-Bacon 
Act, as amended (40 U.S,C '276a--276a-6). The 
Secretary of Labor shall have wIth respect to 
the labor standards speclfted in this -section 
the authorIty and functions set forth in Re­
organization Plan Numbered 14 of 1960 (15 
F B. 3176) and sectIon 2 of the Act of June 13, 
1934, as amended (40 U.s.C. 2760). 

(d) In the case of loans for constructIon, 
the Secretary shall prescribe the Interest 
rate and the period 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 repaid shall not be more than twenty-five 
years. 

(e) The Federal assistance for construction, 

remodeling, renovatIon, alteration, or ac­
quisitIon of facUlties, 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 Insde, or 
used for addItional loans or grants under this 
title. Not more than 16 per centum of the 
total financIal assIstance provided to a prime 
sponsOr under this tItle shall be used for 
constructIon of facUlties, with no more than 
7'1:. per centum of such assistance usable for 
grants for constructIon. Financial assistance 
for construction or acquisitIon of facllltIes 
pursuant to this Act shall be available only 
to publIc and private nonprofit agencIes, 
instItutions, and organizations. 

USE OF PUBLIC FACILrrIES FOR CHILD AND 

FAMILY SERVICE PBOGIlAKS 

SEC. 110, (a) The Secretary, after consulta­
tIon wIth other appropriate ollicIals of the 
Federal Government, shan within eighteen 
months after enactment of thIs Act report 
to the Congress with respect to the extent to 
whIch facUlties owned or leased by Federal 
departments, agencIes, and independent au­
thorIties could be made available to public 
and private agencIes and organizatIons, 
through appropriate arangements, for use as 
facillties 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 legislatIon) or proposed actIons 
for such use, 

(b) The Secretary may require, as a con­
dItion to the receIpt of assistance Wlder 
this tItle, that any prime sponsor under this 
title agree to conduct a review and provide 
the Secretary with a report as to the exten~ 
to whIch fac1llties owned or leased by such 
prIme sponsor, or by other agencies In the 
prime sponsorship area, could be made avail­
able, through IIIpproprIate arrangements, for 
use as fac1lltles 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 

SEC. 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 
progrSIns, 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 adm1nlstratlve 
expenses ' for the Child and Famlly 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 ftscal year 
1976 an amount equal to 100 per centum of 
the cost of planning, training, and technIcal 
asslstj!.nce. / 

(1) Except as provided In paragraphs (2) 
and (3) of this subsection, the Secretary 
shall pay from funds appropriated under 
sectIon 3(b) for ftscal year 1977 an amount 
not In excess of 90 per centum and from 
funds appropriated under section 3(b) for 
fiscal year 1978 and subsequent years an 
amount not to exceed 80 per centum ot the 
cost of carrying 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 Secretary shall pay an amo~mt 
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, 

(c) 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 fac1lltles (or portiOns thereof that 
are used for program purposes), reasonably 
evaluated, or union or employer contrIbu­
tions. Fees collected for servtces sllall 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 actIvIty 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, ENFOROEMENT, 

AND EVALUATION 

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 
agencies and with the approval of the com- ' 
mlttee established pursuant to subsectIon 
(d) of this section, promulgate a common 
set ot 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) Such 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 Ollice of Econnomlc Opportunity, 
and the Department of Labor on Septem­
ber 23, 1968. The 1968 requirements w1l1 con­
tInue to apply to all appUcable programs 
until program standards authOrized by sub­
sectIon (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 Secre­
tary shall submit such proposed program 
standards to 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 

ebaU be reviewed and evaluated perIodIcally 
and frequently 'by 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 project described in 
clause (1) of this subsection shall be ap­
proved for assistance under this Act unless 
It Is speclftcally authorIze~ and approved by 
the Secretary. 

(c) (1) Upon determinatIon that a prime 
sponsor or project is in 'ItIolation of one or 
more of the provisions of this sectIon, the 
Secretary shall gIve Immediate publIc notice 
of such determination to such prime sponsor 
or project and, If such violation or vIolatIons 
have not been corrected, shall commence 
actIon within nInety days of such determina­
tion to withhold funds under section 204, 

(2) Upon determinatIon that a project Is 
In vIolation of one or more of the provIsions 
of this sectlon, the prime sponsor shall give 
ImmedIate notIce of such determination to 
such project and, If such vIolation or vlo!a­
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 a Special 
Committee on Federal Standards for Child . 
Care, which shall Include parents of children 
enrolled in Headstart and child care pro­
grams, representatives of pubUc and prIvate 
agencies and organizations administerIng 
such progrSIns, 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-halt of the mem­
bership of othe committee shall consist of 
parents of children partICipating in pro"krams 
conducted under tItle I of this Act and sec­
tion 222(a) of the Economic Opportunity Act 
ot 1964 and title IV-A ot the 8oc1al Security 
Act, or other public progrSIns provIding child 
and famIly services. Such committee eball 
partIcIpate in the development of Federal 
Standards for Child Care and modlftcations 
thereof as provided in subsection (a). 

(e) In no event shall any prime sponsor 
or program or project receivIng assIstance 
under this Act reduce the quality of serv1cee 
provIded under this Act below the standard. 
establIshed In this sectIon. 

DEVELOPMZNT OF UNIFORM CODE !'OR 
FACILrru:S 

SEC. 202. (a) The secretary shall, within 
'SIxty days after the date of enactment ot this 
Act, appoint a special committee to develop 
a uniform minimum code for fac1l1t1es. to be 
used In licensing child and family serv­
tees faCilities. Such standards shall deal prin­
cIpally wIth these Instters essential to the 
!health, safety, and physIcal comfort of the 
chIldren and the relatIonship of such mat­
ters to the Pederal Standards for child care 
developed under section 20l. 

(b) The specIal committee appomted un­
der thlB section shall Include parents of chil­
dren enrolled in comprehensive child services 
progralnB and representatIves of State and 
local licensing agencIes, public health olli-
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cia1s, fire preventfon omc1a ,the construc­
tion Industry and unions, pubUc and private 
agencies or organizations adm1nI8tering oom­
prehensile cblld aervtces P!'Og1'8DllI, and na­
tional agencies or organizations interested in 
servtces for cbUdren. Not less tban one-halt 
of the membership of the committee shall 
constst of parents of chUdren enrolled In 
programs conducted under this title section 
222(a) (1) of the Economic OpportU~lty Act 
of 19M, and title IV of the Social Security 
Act;. 

(c) Within six months of its appointment, 
the special committee shall complete a pro­
posed uniform code and sball hold public 
hearings on the propoeed code prlOl' to sub­
mitting its final recommendation to the Sec­
retary fOf' his approval. 

(d) The Secretary must approve the code 
as a whole or secure the concurrence of the 
special commit tee to changes therein, and, 
upon approval, such standards shall be ap­
plicable to all facUlties receiving Federal fi­
nancial assistance under this Act or In which 
programs receiving such Federal financi&l 
assistance are operated; and the Secretary 
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 facUlties In ac­
cordance with the procedures described In 
subsections (a) throug'll (d). 

PIIOGRAlI4 MONITORING AND ENFORCEMENT 

SEC. 203. The SeOl'etary shall pcovide, 
through the Omce of ChIld and Family Serv­
Ices, for regular and periodic monitoring and 
programs under this Act to lIBSure compli­
ance with the chUd care standards and other 
requirements of this Act, and shall provide 
for the estabUs'hment and maintenance ot 
sumcient trained staff In such oftlee to ac­
complish the purpose of this section. 

WlTHHOLMNG or GRANTS 

Src. 204. Whenever the Secretary, after rea­
sonable notice and o;>portunlty for a hearing 
to any prime sponsor, or project appl1csnt, 
finds-

(1) that there hae been a failure to comply 
substantially with any requirement set forth 
In the pla.n of a.ny such prime sponsor 
app!'Oved under eectt.on 106; or 

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

(3) that there has been a fallure to oomply 
substantially with any requirement set forth 
In the application of any such project appli­
cant approved pursuant to section 107; or 

(<i) that In the operation of any plan, 
program, or {)l'Oject carried out by any such 
pdme sponsor, or project applicant or other 
recipient of finsnc1al assisUmce under this 
Act there Is a fallure to comply substantially 
with any applicable provUilon of this Act or 
regulation promulgated thereunder; 
the Secretary sball notify such prime spon­
sor, project appllcant, 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 diBcretlon that any such 
prime sponsor shall not make further pay­
ments under this Act to specified project 
applicants alfected by the failure) until he 
Is satisfied that there Is no longer any such 
faUure to comply, or that the noncompliance 
wm be promptly corrected. The SeC.retary 
may authorize the continuation of payments 
With reepect to any project; aee1Bted under 
this Act which Is being carried aut pursuant 
to such plan or application and which Is not 
Involved In any noncompliance. 

CRITERIA WITH RESPECT TO PEE SCHE1lULES 

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. Such criteria shall 
be designed to permit enrollment or contin­
ued participation In the program as famUy 
Income Increases, shall be based on family 
size, and ab1l1ty to pay, and shall provide for 
appropriately reduced charges for less than 
full-day care, and shall be appropriately 
adjusted for regional and urban-rural differ­
ences In the cost of living or determined by 
the Bureau of l.&bor Statistics. 

(b) Not less than sixty days prior to 
Implementation of' the criteria established 
by the Secretary pursuant to section l06(b) 

(7) (B), the Secretary shall submit such 
proposed criteria to the Commrttee on Laboi' 
and Public Welfare of the Senate and the 
Committee on Education and La.bor of the 
House of Representatives. Upon a majority 
vote of either committee disapproving such 
proposed criteria, such criteria shall not take 
effect and the Secretary shall within sixty 
days promulgate revised criteria. Such re­
'vlsed criteria, and any revision to criteria 
established pursuant to this section shall be 
subject to the requirements of this section. 

EVALUATION 

SEC. 206. (a) The Secretary shall make an 
evaluation of Federal Involvement In child 
and famUy services, which shall Include-­

(1) enumeration and description of all 
Federal activities which affect chUd and 
family service programs; 

(2) analyBiB of expenditures of Peelersl 
funds for such activities and services; 

(3) determination of the efl'ectiveness of 
such activities and services; 

(<i,. the extent to which preschool, minor­
I tr group, and economically cUlladYantaged 
ch1ld.ren andI their parentB bave putlclpated 
In programs under this Act: and 

(6) such recommendations to Congress as 
the Secretary may deem appropriate. 

(b) The resulte of the evaluation required 
by subsection '( a) of thJs section shall be 
reponed to Congress not later than two 
yean; atter enactment of this Act. 

(c) The Secretary shall establish sUCh 
procedures as may be necessary to conduct 
an annual evaluation of PederaI involvement 
In child and family services programs, and 
shall report the results of each such evalu­
ation to Congress. 

(d) PrIme sponsors and project applicants 
assisted under this Act and departments and 
agencies of the Federal Oovernme.nt 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 aa the Secretary 
determines Is necessary for purposes of mak­
ing the evaluation l'equ1red under subsection 
(c) of this section, or the Comptroller Gen­
eral determines Is necessary for a.n inde­
pendent evaluation. 

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

(f) The Secretary shall reserve for the pur­
poses of thiB section not less than 1 per 
centum, but not more than 3 per centum. of 

.the amounts avaUable under sectloll 3(b) of 
this Act for any fiscal ye&I'. 

TITLE m-RESEARCH AND 
. DEMONSTRATIONS 

SEC. 301. (a) The Secretary Is authorized to 
carry out a program .of research and demon­
stration projects. which shall Include but not 
be limited to-

(1) research to develop techniques to 
measure and evaluate child and family serv­
ices, and to develop standMds to evaluate 
professional and paraprofessional chUd and 
family service personnel; 

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

(3) preventive medicine and techniques 
and technology, Including multiphasic 
screening and testing, to Improve the early 
diagnosis and treatment of diseases and 
learning dlsab1I1tles of presQhcol children. 

(4) research to test alternative methods ot 
providing chUd and family service; 

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

(6) dissemination and application at re­
search and development efforts and demon­
stration projects to chUd and family service 
and related programs and early chUdhood 
education, using regional demonstration cen­
ters and advisory services where feasible; 

(7) production of Informational syst~ms 
and other resources necessary to support the 
activities authorized by this Act; and 

(8) a .tudy of tlie need on a nationwide 
I basl& for dhDd and family services programs 

and o( the retlOUrces, Including personuel, 
which are ava1lable to meet thl& need. 

(b) In order to carry out the program pro­
vided for in this section, the Secretary is 
authorized to make grants to or enter Into 
contracte or other aITangements with pubUc 
or nonprofit private agencies (Including other 
Government agencies), organizations, insti­
tutions, and Individuals. 

(c) (1) The Secretary shall coordinate, 
through the OtIlce of Child Rnd Family Serv­
ices establIShed under section 101(a), all 
child and family services research, training, 
and development efforts conducted within 
the Department of Health, Edu~atlon, and 
Welfare and, to the extent feasible, by other 
agencies, organizations, and Individuals. 

(2) Funds available to any Federal depart­
ment or agency for the purposes of this title 
shall be avaUable for transfer, with the ap­
proval of the head of the department or 
agency Involved, in whole or in part, to the 
Secretary for such use as is consistent with 
the purposes for which such funds were pro­
vided, and the funds so transferred shall be 
expendable by the Secretary through the 
omce of Child and FamUy Services estab­
llshed under section 101(80), for the purposes 
tor 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 requirements with respect to 
project applications under section 107. 

(e) The Secretary shall report to Congress 
not later than 'September I, 1976, summariz­
ing his lctlvltles and accomplishments under 
this section during the preceding fiscal year 
and the grants, contracts, or other aITange­
menj;s entered into and making such recom­
mendations (including recommendations for ! 
legislation) as he may deem appropriate. 
TITLE IV-'l'RA.INING OF PERSONNEL FOR 

CHILD A!ID FAMILY SERVICES 
~ AND INSEBVJCII: TaAINING 

8I:c. 4,01. The Secretary Is authorized to 
make payments to provide finsnctal assIst-­
ance to enable tndtvtdualB employed or pre­
paring for employment in chUd and family 

services programs assisted under hIS c 
including VOlunteers, to partiCipate In pro~ 
grams of preearvtce or 1nservtce training for 
professional and nonprofessional personnel, 
to be conducted by a.ny agency carrytng out 
a dhDd and family eervtcee program, or any 
institution of blgher education, lnclucHng a 
community college, or by any combination 
thereof. 

TECHNICAL ASSISTANCE AND PLANNING 

&le. 402. The Secretary shall, directly or 
throngh grant or contract, make techn1caI 
ass1Bta.nce available to prime sPOIUlOl'll and ' 
to project appUcants part1c1patlng or seek­
Ing to part.1c1,pate In programs asslsted under 
this Act on a continuing basiS, to assbit them 
in planning, developing, and CaITying out 
c.b.Ud and family services pr0gr&m8. 

TITLB V-GENERAL PROVISIONS 
DErlNlTIONS 

SEC. 501. AIl 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 Paclftc Islands; 

(3) "chUd and family service programs" 
me8J:lS pmgrams OIl a full day or part-day 
basis which pcov1de or arrange for the pro­
vlslon of the ed1lCa1;ionsl, nutritional health 
and other services needed to provlde'the op~ 
portunity for chUdren to attain th,,1r 1',," 
potential, Including services to ather famUy 
members; 

(4) "chUdren" means individuals who have 
not attained ~e age of fifteen; 

(5) "economically disadvantaged children" 
means any children of a family having an 
annual Income below the lower living stand­
al'd. budget (adjusted for regional and met­
ropolitan, urban, and rural durerences, and 
family size), as determined annually by the 
Bureau of Labor StatistICs at tbe Depart­
ment of Labor; 

(6) "handicapped chfidren" Includes men­
tally retarded, hard of heartng, deat, speech 
impaired, visually handicapped, seriously 
emotionally cHsturbed, crippled, or other 
health Impaired children who by reason 
thereof require special education and related 
services; 

(7) "program" Incl\ldes any progra.m, serv­
Ice, or activity, which Is conducted full- or 
part-time In the home, in schools, 01' In child 
facUlties; 

(B) ''parent'' means any person Who has 
primary day-to-day responslb1l1ty. for any 
child; 

(9) "Blngle parent" means any person who 
has sole day-to-day responslb11lty fQl' any 
child; 

(10) "working mother" meaIlll any mother 
who needs child or family service In order 
to undertake or continue full- or part-time 
employment, training, or ed.ucation outside 
the home; 

(11) "minority group" includes, but Is not 
11mited to, persons who are Negro American 
Ind1a.n, Spanlsh-9Ul'D&lDed. American, Portu­
guese, or Oriental, and, as determined by the 
Secretary, chUdren who are from environ­
ments In which a domtnant language Is other 
than English and who, as a result of language 
barriers, may need spec1&! assistance. and, 
for the purpose of this paragraph. "Spanish­
surnamed AmerlcaDs" includes, but Is no~ 
limited to, persons of Mexican, Puerto Rican, 
Cuban, or Spanish orlgUl or ancestry; 

(12) "bUlngua1" includes, but Is 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 aTe members 
and who, as a result of language ban1ers, may 
need special assistance; 

(IS) "local educational agency" means any 
such agency as defined In section BOI(f) of 
the Elementary and Secondary Education 
Act of 1965; 

(a) "unit of general local government" 
means any political subdivision of a State 
haYing general governmental powers. 

NUTKl'nON SEIIVlCES 

SEC. 502. In accordance with the purposes 
of this title, the Secretary of Health, Educa­
tion, and Welfare shall establts'h procedures 
to assure that adequate nutrition services 
will be provided In child and family services 
programs under this Act. Suc.b. services shall 
make use of the speclal -rood service program 
for children as defined under section 13 of 
the National School Lunch Act of 1946 and 
the Child Nutrition Act of 1968, to the fullest 
extent appropriate and consistent with the 
provisions of such Acts. 

SPJ!:caL PII0VISIONS 

BEc. 503. (a) The Secretary sImIl not pro­
vide financial assiBtance tor any program. un­
der this Act unless the grant, contract, or 
agreement with respect to 8uch program 
specifically proTides that no person with re­
sponslb1l1tles in the operatk>. of s1.lCb pro­
gram will discriminate with respect to any 
program, program participant, or a.nyappli­
cant for participation In such procram be­
cause of race, creed, color, natfonai ortgin. 
sex, political amltatlon or beliefs. 

(b) No person In the United states aba1l 
on the ground of selt be eltcluded f1'Olll paI'­
tlcipatlon in, be dellied tile lJeefite of, be 
subjected to discrimination under, or be 
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deoated employment in ooWlection With, any 
program' or activity receiving &I!81stance un­
der th18 Act. Tbe Searetary aball enforce the 
prov1sJons 01 the preced1llg sentence in ac­
coh1ance with section 602 ot the Clvll Rlghts 
Act ot 1964. Section 603 ot such Act. shall 
appl.f With respect to any action taken by the 
SeCl"etary to enforce such sentence. This sec­
tlon shall not be construed as all'ectlng any 
other legal remedy that a person may have 
if that person is excluded tram particIpa­
tion tn, denied the benefits of, subjected to 
discrlmlnatlon under, or denied employment 
in connection With, any program or activity 
receiving assistance under this Act. 

(c) The Secretary may make such grants, 
contracts, or agreements, establish such pro­
ceduteS, poliCies, rules, and regula.tlons and 
make such payments in Installments and in 
advance or by · way of reimbursement, or 
otherwise allocate or expend funds made 
available under this Act, as he may deem 
necessary to carry out the provisions of this 
Act, lnCluding necessary adjustments In, 
payments on account of overpayments or un­
derpayments. Subject to the provtslons of 
section 204, the Secretary may also Withhold 
funds otherwise payable under this Act dn 
order to recover any amounts ezpended In 
the current or Immediately prior fiscal year 
In viola.tlon of any provision of this Act on 
any term or condition of assistance under 
this Act. 

(d) The Secretary shall not provide finan­
cial assistance for any program, service, or 
a;et1V'lty under this Act unless he deten:n1nes 
that persons employed thereunder, other 
than persons who serve without oom.pe!DS&­
tton. shall be paid wages which shan n()t 
be lower than whichever Is the highest CJ!-

(1) the minimum wage which would be 
a.ppUca.ble to the employee under t.b.e l"IIIir 
Labor Standards Act of 1938 (29 U.S.c. 1016), 
if section 6(a) (1) of such Act a.pplled to the 
participant a.nd If he were not exempt under 
section 13 thereof; 

(2) the state or loca.l mlntmnm W&g8 for 
the most nearly compa.ra.ble oovered employ­
ment ;or 

(3) the preva.lling rates of pay for persons 
employed In similar occupations by the same 
employer. 

(e) The Secreta.ry sha.ll not provide finan­
cial assistance ~or any program under tblll 
Act unless he determines that no funds w111 
be used for and no person will be employed 
under the program in this construction, 
operation, or maintenance of so much of any 
facUlty as is for use for sectarian InstructlaD. 
or as a place foe reUglona worllhlp. 

SPECIAL PROHmiTIONS AND PROTECTIONS 

&:C. 504. (a) NotihiDg in this Act shan be 
00IIlIIirued or applied il1 SUM a manner lIS to 
lntr1Dge upoJ\ or usurp the moral tmd legal 
riBhdB and responslblMties of paTen1ll! Dr 
gsard1ans With respect to the lIlOl"al, mental, 

. emotional, phy8J.cal, or other d~e1opme'ftt 
01 their children. Nor shall any !JeCtlon of 
tbts Act be cons1rued or a.ppUed in mM a 
manner as to perm!.t any invasion of privacy 
0Itherw1se protected by la.w, or to abridge any 
legal remedies for any such 1nvasion which 
are otherwise provided by law. 

(b) The Secretary Is directed to establish 
appropriate procedures to IllS1K'e that no 
ch1ld shall be the subject ot any reeeaTch 
or esperi.mente.tlan under this Act un1e8s the 
parent or guardian 01 such chlld informed 
o! such r~ or experimentation and Is 
given a.n opportunity as a. right to except 
sach ohlld therefrom. 

(c) A child pa.rbiclpating in a program as­
sisted under t<his Ac.t sb&ll not undergo medi­
cal or psychol.ogleaJ examination elq)eri­
mentaIJon or research, immuntzation (ex­
a&pt to the extent neceesarr to protect the 
p1lllUc from epldemies of cont&glOus cIilIeaees 
Oft in cases of medical emergencies where 
parental consent cannot be reac:tiiy obtlWl­
ed), or trea.tment without the written per­
mission of his parent or gua.rdlan based upon 

full undesrtanding of the procedures and 
possible consequences. 

PUBLIC INFORMATION 

SEC. 505 . ...Applications for designation as 
prime sponsors, comprehensive child devel­
opment l>lans, project applica.tions, and a.ll 
written materia.l pertaining thereto shall be 
made readily avalla.ble without charge to the 
public by. the prime sponsor, the applicant, 
and the Secretary. 
REPEAL OR AMENDMENT OF EXISTING AUTHORITY 

AND COORDINATION 

SEC. 506. (a) After consultation with the 
head of any agency of the Federal Govern­
ment immediately responsible for providing 
Federa.l assistance for and family services, 
child care, and related programs, including 
title I of the Elementary and Secondary Edu­
cation Act of 1965, section 222(a) (2) of the 
Economic Opportunity Act of 1964, title VII 
of the Housing and Urban Development Act 
of 1966, title I of the Demonstration Cities 
and MetropOlitan Development Act of 1966 
and titles IV and VI of the Social Security 
Act, the Secretary of Hea.lth, Education, and 
Wel!are shall establish regulations to assure 
the coordination of aJ.l such programs with 
the programs assisted under this Act. 

(b) (1) Section 203 (J) (1) of the Federa.l 
Property and Administrative Services Act of 
1949 is amended by striking out "or civil 
defense" and Inserting In lieu ·thereof "civil 
defense, or the operation of child care fac1ll­
ties". 

(2) Section 203(J) (3) of such Act is 
amended-

(A) by striking out, In the first sentence, 
Hor public health" and inserting in Heu 
thereof "publ1c health, or the operation of 
chlJd care facUlties"; 

(B) by Inserting after "handicapped," In 
clause (A) and clause (B) of the first sen­
tence the following: "child care faclllties"; 
and 

(0) by inserting after "public hea.lth pur­
poses" and the second sentence, the follow­
ing: ", or for the operation of child care 
facilities," . 

ACCEPTANCE OF FUNDS 

SEC. 507. In carrying out the purposes and 
provisions of this Act, the Secretary is au­
thorized to accept and use funds appropri­
ated to carry out other provtsions of Federa.l 
law if such funds are used for the purposes 
for which they are specifically authorized 
and appropriated. 



or in part by a third party in liiilIOil' a 
family, with provision for waivers In CaM8 
of need. 

concerned with or opere. ng progre.ms re at­
ing to child and tamily services and &t least 
one person who Is particularly skUled by 
virtue ot tra.ln1ng or experience in child and 
lamlly services; 

(3) &t least one-third ot ~he total. mem- (8) prom!es OO1DpretlensNe llervtcea-
bershlp ot the Chlld and Pa.mlly Sel'V1ce (A) to meet the l!IpeCt1rt needs of mI.nortty 
Councll Bhall be persona who are econom- gnmp c!rftd'ren am! c!rftdPen at m:tgrsat agrt-
lcally dlsadvantaged. Ea.ch Councll Bhall se- cultural workers with psrt1\ml'Br empb1Is1!r on 
leot Its own chairperson; and the needB at c1H'fdren from bDtDgual tamtnes 

(4) in establishing a ChUd Development tar the devel\:lpment ot skinll In EngftB!l. and 
and Family Service Councll under this sec- in the other language spoken In the home, 
tlon, the prime" sponsor shall give due con- and 
II1deratlon to the membership ot child care (B) to meet (he needs ot an cMcfren to 
jUld day care coordinating bodies then exlst- understand the history and cultural back-
ing in the area to be served. ground ot minority ~oupa within the prime 

(b) In accordance with procedures which sponsorshtp area~ 
the Secretary shall establ1.sh pursuant to (9) prav1<lea tor dtrect parent partlctpa-
regulations, each prime sponsor deSignated tlon in t1le conduct, overall direction, and 
under section 104 shal1 provide, with respect ' evaluation ot porgrams; 
to the ChUd and Family Service CouncUs (10) providas that, 1.naotar as posstble, un­
established and maintained by such prime employed or 'low-income persons residing in 
sponsor, that-- communities being ~erved by such projects 

(1) the parent memUl!rs described in para- wUl be employed therein. Includlng In-home 
graph (1) ot subsectlon (a) ot this section and part-time employment and opportu­
shall be democratically selected by parents nltles foc:. tl."a1n1ng and career deVelopment, 
as follows: prDVided that no person w1l1 be denied em-

(A) In the case ot Councils establ1shed by ployment in any program solely on. the 
prime sponsors which are States, by the par- grounds that such person falls to meet state 
ent members of local program councils es- . " or local teacher certification standards; 
tabllshed under section l04(c) (3)' and (11) Includes a career development plan 

(B) In the case ot Counclls eS~bllsbed by tor par&profeI!BtOftal and profeesl.onal train­
prime sponsors other than states (and by ~::~foIm, and advancement on a career 
States with respect to local program coun- (12')' ......... _ 
CllS) initially by parentS who are recipients pro.~ for the regular and trequent 
ot federally assisted child care services with dls8emtnation of Information In the tunc­
equitable and appropriate ()()ns1deratl~n to ttonal l~ 01 those to be served, to as­
parents selected by the parent members of sure that parents and other Interested per­

Headstart pollcy committees and, at the 
earllest practloa.ble time, by the parent mem­
bers of parent policy commltees estabUshed 
under section 107(b) (2); 

(2) the terms of "otHce and any other 
policies and procedures of an organ1za.tlonal 
nature, including nomination and election 
procedures, are approprl&te In ~cordance 
with the purposes of this Act; 

(3) such Council shall be responsible for 
approving chlld and family se.rvice plans, 
basic goals, poUcles, procedures, overall 
budget policies and project tundlng, and the 
selection or establishment and annual re­
newal of an &dm1nisterlng agency or agencies 
and will be responsible for &nnual and on­

. going evaluation of chlld and family service 
pr~ms according to criteria established by 
the Secretary; and 

(4) such Councll shall, upon Its own Ini­
tiative or upon request of a project &ppl1cant 
or any other party In Interest, conduct publlc 
hearings before acting upon applications for 
financial &sslstance submitted by project ap­
pllcants under this part. 

CHILD AND FAMILY SERVICE PLANS 

SEC. 106. (a) Financial 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 
lamily service plan which is submitted by 
such prime sponsor and approved by the Sec­
retary In accordance with the provisions of 
th1.s title. 

(b) Any such plan shall set forth a pro­
gram for proViding child and family service 
In the prime sponsorship area whlch-

(1) provides that programs or services un­
der th1.s 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 tor which the financial assist­
ance wlll be used, giving equitable considera­
tion to the needs ot children from each 
minority group and significant segment of 
the economicldly d1.soovantaged residing 
within the prime sponsorship area; 

(3) meets the needs ot children and fam-
111es 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 chlldren who 
have not attained six years ot age; 

(4) provides that programs receiving funds 
under section 8(b) wUl give priority to pro­
viding services for economically disadvan­
taged children by reserving not less than 65 
per centum ot such funds for the purpose of 
serving economically dls&dvantaged children; 

(5) gives priority thereafter to providing , 
services to chUdren 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 sh1ll1 Include ehUdren tram a range of 
socioeconomic backgrounds; 

(7) (A) provides that no charge will be 
made with respect to any chlld who Is eco­
nomically dls&dvantaged, 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 fiexlble fee schedule for chil­
dren who are not economically disadvan­
taged, designed to permit enrollment or con­
tinued participation In the program as family 
Inoome Increases and b&Sed upon the "size 
ot the family, and Its abUity to pay. which 
shtiU provide for appropriately reduced 
charges for leu than full day care, and shall 
provide that payment may be made in whole 

sons in the community are fully informed of 
the actvl1tles of the prime sponsor, ChUd 
and FamUy Service CounCil, project appli­
cants, and parent polky oommlttees: 

(13) sett!! forth provisions describing any 
arrangements for the delegation, under the 
supervision ot the Child and Family Service 
Councn, to public or private genc1es, institu­
tions, or organizations, of responslbUltles for 
the delivery of programs, services, and ac­
tivities for which ftnanclal assistance is pro­
vided nnder this Act 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 submitted In accord­
lance with section 107, including procedures 
trYr priority consideration of appUcatlons ' 
.submltted by public alld private nonprofit' 
agencies and organizatiOns with ongoing 
chUd development programs; 

(15) provides, In the case of a prime spon­
sor located within or OOjacent to a metro­
poltt&n lW'ea, fer coordination with other 
prime !!pO!lSOn! located within such metro­
politan area, lind aorrangements for coopera­
~ ftrnd!ng nere appropriate, &nd particu­
larly for sueh eoardlnatlon where appro- ' 
prtaie ~ meet 1:he needs fJf cMldren of 
parents Wtll'1I;1nc ell' psrt1elpating til training 
or othenJlae CJCCWpted durtn« the day witbJn 
a prime sponsorship area other than that ia 
iWhkh tI:Iey ree1de; 

(16) providllll fGr ~ of otbel' 
chlld care a.IId rela1Jecl pror- (iDel'1Idm!J 
,those relating to _pow... tniIatng .... 
employment) wltlWl the pns. IIpOI:I;I!OnIIdp 
area with the progm.ms asa1atecl under Wa 
·,Act, includlng proce41urea awl mecbenlpme 

to provide CWltlnulty between progl'alJW for 
preschool and elementary SChool ch1l1kea; 

(17) provides tor such lllon1tm-1ng and 
evaLuation procedures lncludlng l1cenainc. 
inspection. and enforcement actlV1t1ea u may 
be nec~ to assure that programs In the 
prime sponsorship area funded under this 
Act meet the a.ppUca.ble Federal standards as 
prescribed In section 2m of this Act~ 

(18) provides, to " the extent practJ.QblAt. 
lor the use ot finlldlclal 1IIiB1sta.nc. and &a'V­

Ices ave.lla.ble trOln State and local ggVerJl­
mento Federal source& other t.haD. tb8se pro.. 
vfcfed: In thIs ~. &n.d. private cbarttabJe 
sources with respect ~ &etivlt.lea and. 
services unlfer the plan; &n.d. -

(19) provides for such f1.scal control. anI! 
funding accounting procedures as the Secre-

tary mayprescrtbe to assure pmper disburse­
, ment of and &ecountlng for Federal funds 

pat!! to the prime SpoIlllOr. 
(c) ~o c!ltld tLlld fam:tly service pIan or 

modtftcatlon thereof submitted by a prime 
sponsor llDder tlI1s sectton B!l.all be approved 
,by the Secretary unless- he detenn1nes, In ac­
cordance with regulations which the Secre­
tary shall prescribe, that'-

(1) the educatioruLl agency for the area to 
be served and other approprta.te educational 
and training agenc1es and 1nstltut1oDS have 
had an opportunity to submit comments to 
the prime sponsor and to the Secretary; 

(2) each community actlon agency or 
stngle-purpose HeadBtart agency In the area 
to be served responsible for the OOmlnlstra­
tton of programs under this part or under 
section 222(a) (1) of the EConomic Oppor-

" tunity Act ot 1964 has hOO an onnommlty 
to submit comments to the prime sponsor 
and to the Secretary; 

(3) tn the case of a plan submitted by a 
prime sponsor other than the state, the Gov­
ernor of that state or the State Chlld and 
P'Bm1Jy Service Councll bas had an oppor­
t1mtty to submtt coIDDll!lltll to the prime 
sponsor and to the Becretary. 

(d) A comprehensive chIM tLlld famlly 
service plan su!Jmttted under this section 
may be disapproved or a prior approval wlth-

3 

rawn only H" the S-ecretiLry, In accorClince 
wfth regula.tlons which he shall prescribe, 
liD provldl!d~ " 

(1) wrttten notice of intention to disap­
prove IIUCItl plan InchldiBg a 8tatement ot 
the 1'8I8S«NlI!I tbere(or, 

(~) • ~ ,Ime to lI11imlit currentft 
amendmeDta to IlUCh plan or 1mIlertaD oUMIr 
neceseary corrective Betlon, anel 

(3) an opportunity for a pubUc 1learblg 
~n which bBllla an appeal to tbe Secretary 
~ be taken .. of right. 

~CT APPLICA'1'101I'II 

SEC. 107. (a) Funds may be provided by 
the prime sponsor for carryt:ng out any pro­
gram under snch prime sponsor's compre­
hensive child and famtly service plan only 
to a quart11ed pubHc or private agency or 
orgam-tlcm, inCluding but not l1mttec:t to 
an edueattonllll agency or Instltatlon, a carn­
munlty actio!!. agency, stnS'le-purp08e HeOO­
start agency, conummtty development cor~ 
poratlon, parent eoopersttve, organization 
of mlgrant agricultural workers, organlza­
tkJn of Indians, organIzatiOl1 Interested in 
child care, employer or business organization, 
labor union, 01' emp~ or labor manage­
ment organization. 

(b) Ptnanell\l III88l!!tanee tmder this t1t1e 
may IDe provided to a project sppHcant for 
any fiscal year O!lty ptmIU'ant to a project 
application which 111 submtted to the ChUd 
aDd FIaII.fly Bervlee COmletl I'Jy a publi'C or 
pr1~te ageney and wble!l-

(1) deacrRJe& ~ project, fdentH'le8 the 
children and famtl1es It Is des!<med to serve, 
and provides for the Deee&I!IITJ sucfl eompre­
bensl.ve 1Ienie'eB. 

(2) proovtdes for eetabl1tlb:tng IIDd main­
t&lDl:ng a parent policy committelt eontpoaed 
of IIOt leu ~ ten members l1li foD'o __ 

(A.) nat leu than halt of the members of 
etIICb sucIL comIIl1ttee man be pareIl't!! of chil­
dren served by such project, <femoerattcany 
selec1led by puentll of chllc1ren sened by the 
pnJect, IIDIIl 

(B) the pematnlng members of each such 
committee shall consist of (I) persons who 
1Ue'~i1ve of the community aDd who 
an- appmftd .,. the pllnlU JJI8Dlben, and 
(11) at last <-. penon who Is particularly 
skilled by virtue ot tl."alll.ln@ or experience In 
child cue. cb.114 health, chll4 welf_e, or 
otQer cbUll care services, except that ,he 
Secretary m&J walve the requirement ot ih1a 
clauu wllere he determiaes, In accordance 
wt.ilL ragulaUQna that llUeD peno_ are JlOt 
allalla.ble ~ the axa. to be Ilerv4Hl; 

,3-) p1'O'ridea •• dlnct part1c1patlon of 
such parent policy committee In the devel-

opment and preparation of project applica­
tions under this title; 

(4) assures that the parent ponCl com­
mittee shall have responsibfltty for approv­
Ing baslc goals. poIicles. &etlans. and pro­
ce!lures for the pro1ect appIlcant, anel for 
planning, overan condUct. personnel. budg­
eting, location of centers and facrutles, and 
direction and evaluation of projects. includ­
Ing approval at the project cf1rectar and any 
project appIicatloDS and modl1l.cations 
thereof; 

(5) makes adequate provision tor train­
Ing and other adm1n1stra.tive expenses of 
such parent poUcy committee (Including 
necessary expenses to· enable lOW-Income 
members to participate In committee meet­
Ings) ; 

(6) lI:!lSures that services shall be provided 
without charge to any chfld who Is eco­
nomically disadvantaged except to the ex­
tent that payment wlll be made by a thb.'u 
party, and that charges wID be made to any 
chl1d who is not economically cf1s&dvantaged 
according to the fee schedule estabI1shed 
pursuant to section 106'(b) (7) (B); 

(7) provides for the regular and trequent 
dissemination of Information In the func­
tional language of those to be served, to as­
sure that parents and Interested persons are 
fully fnforrned of project activities: 

(8) provides opportunltles tor tlle direct 
participation ot parents, older siblings, and 
other famUy members In the daIly activities 
of the programs In which their children are 
enrolled; 

(9) assures, to the extent pr&et1cable. em­
ployment of paraprofessional aides and use 
of volunteers, especially parents, older chil­
dren, students, older persons, and persons 
preparing for careers In chUd development; 
and {"amity service programs; 

(10) assures that chlldl:en wUl In no case 
be excluded from the programs operated pur­
sua.nt to th1.s title because of their partici­
pation In nonpubllc preschool or school pro­
grams or because of the- Intention or thetr 
parents to enroll them In nonpubllc schools 
when they attain school age; 

( 11) provides for such tlscal control and 
fund accounting procedures as the prime 
sponsor shan prescribe to assure proper dis­
bursement ot and accounting far Federal 
funds. 

(c) A project a.ppl1cation may be approved 
by a prime sponsor upon its determfnatioll 
that such application meets tlle require­
ments of th1.s section and 1bat the programs 
proVided for therein wID otherwise further 
the objectives and saUsty the appropriate 
provisions of the prime spbnsor'll comprehen­
sive child and !amIIy service plan lIS ap­
proved pursuant to section 106. 

(d) A project IIPPlJcatlon tram a public 
or prtvate agency &ee1:1ng t'Unc1s 1In4er sec­
tron 104(d) shan be submitted directl to 

:>\1tl~ 
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By Mr. :M:ONDALE: 
S. 1153. A bill to amend the Inte.rnal 

Revenue Code of 1954 t o require that 
charitable organizations wb1ch solicit 
contributions from the public payout at 
least half of their gross revenues In 
charitable activities and for other pur-. 
poses. Referred to the Commtttee on 
Finance. 

ftllTJ![ IN COIcr1UBUTIONS Acr 

Mr. MONDALE. Mr. President, about 
140 years ago, a Frenchman named 
Alexis de Tocqueville wrote a bOok In 
wb1ch he tried to deftne the character of 
the new "Americans." Nothing impressed 
b1m more than our spirit of gemerostty. 

De Tocquevfile wrote : 
Wben an American lleedS the assI.stance of 

his tellow, It Is very rare tor that to be re­
tused, and I have onen seen It gtven spon­
taneously and eagerly. 

He continued : 
When then Is an a.ec1d~t on tile publlc 

POad people hurry from all sides to help the 
victim, and. when IIOme unexpected d1sas .. r 
sV1Ilea a tamSty, a thoaaand BtraJlCers wilI­
lnalJ open their p __ , and .mall but very 
n tulIlN'cm8 prta reUeve their 4I8trea8. 

De Toequevffie's insights stll1 have 
meaning for us tod!l" . 

.1he spirit of charity 
18 alive and "ell in the United states 
more thaD a century after he flr6t de­
scribed it.. 

I have been !mprll6lled for years with 
this extraordinary commitment of 
Americans to helping people In need. 
During our lifetime, American charity 
has accepted the challenge of some of 
our most terrible problems. It has helped 
to virtually e1.imJnate 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 vlctimB of our 
society. 

It Is with this tradition of commit­
ment In mind that I introduce today the 
Truth In Contributions Act. My hope Is 
t hat legislation of this type will b elp us 
to strengthen worthwhile, existing chari­
table efforts; encourage new on es; and 
discourage activities wh1ch are conducted 
In the name of charity bu~ -which h ave 
no charitable purpose at all . 

The proposed legislation bas evolved 
f rom a year of study, Investlgatioll and 
hearings of the Subcommittee on Chll­
d ren and Youth, of which I am chair­
man. 

We felt It was appropria te for a eon­
gressional committee to conduct such a 
study because of the substantial Federal 
support these organizations receive. We 
Identlfied at leut three types of Gov­
ernment subslc!Y to charitlee lIerving 
chlldr.en and yout h : the tax exemption; 
nonprofit ma.lllng rates ; and registration 
with the Advisory Committee on Volun­
tary Foreign Aid of the U.S . Agency for 
International Development. 

Senate 
In t he subcommittee's work, we fo­

cused on organizations which emphasize 
service to children in their 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 wb1ch 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 firm and to other administrative 
a.nd fundralslng act ivities. The direct 
mall firm which earned millions of dol­
lars from this account WRS never even 
subjected to a bid p rocedure. According 
to their testimony, the charity's execu­
tives simply paid wha tever bill was pre­
sented to them. In addition, the orga­
nization had billed certain expenses to 
an affiliate in another State in order to 
circumvent the New York state law 
which regulates fundralslng. • 

In another hearing, a 28-year-old ty­
coon told the subcommittee exactly how 
he made his 10rtune by deceiving the 
public. I asked him: "Did you call your 
organization "National youth Clubs" to 
make the public think tha t it WRS a char­
Ity?" The answer was "yes." 

National youth Clubs was one of two 
organizations we found which were 
really profitmaking businesses. They re­
cruited children to sell candy and cookies 
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~ 
panles. 

In an Investigation of one of the Na­
tion's major health charities, we d is­
covered a secret agreement between th e 
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. H e called this $1 2,-
000 a "signing fee" and d id n ot th ink 
t h a t It should be r eported as sa la ry to 
the authorities regulating charities In 
some s tates. 

The subcommittee also requested a 
Genera l Accounting Office study of or­
gan izations wh!ch r aise money In the 
Uni ted States and send It abroad for 
charitable efforts . The five organizations 
studied were ll.lJ registered with th e U.s. 
Agency for I nterna tional Development. 
Some of th em advertised this registra­
tion In their solicitation materia ls. And 
yet , GAO found that AID makes no at­
tempt to audit or m oni tor the programs 
of these charities. They mayor may not 

be doing good work. But thef a ct is that 
AID simply would not know. The bylaws 
and the rules of the AID committee re­
quire them to Investigate and assure the 
public the registered charities are leglt1~ 
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 
speclfic children would be forwarded in 
their 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 WRS 
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 tb1s par­
ticular organization-the Christian ChU­
dren's Fund-has developed a new for­
Illlit 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 this 
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 of accounting standards 
for nonprofit organizations. And a few 
states 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 limited 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. T he inadequacy of existin g laws 
to protect most contribu tors and bene­
ficiaries. 

Second. The abll1ty 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
t ributors to make an educated decision 
about how to spend his or her charity 
dollar . 

It is my hope that the Truth In Con­
trioutions Act would remedy these prob­
lems. I am very aware. however. of the 
complexities of legislating in this area. 
The proli feration of laws, ordinances. 
and standards for th e operation of char­
Ities suggests tha t It Is very hard to 
reach a consensus on questions such as 
which charities dc~erve our support; 
and wh ich ch a ri ties are truly helping 
people, as opposed to j u;; t perpetuating 
a business operation . 



I would like to stress that the Truth 
in Contributions Act '1 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
islation. A sectiDn-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 agencies should 
administer the provisions of the bU!. Al­
though the Internal Revenue Service is 
named in the legislation, we need to 
consider whether ms 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 accounting standards in this field. 
The legislation requires the Secretary 
of the Treasury to prescribe one ·set of 
accounting standards as the basis f<J1" 
required disclosure reports. It 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 soUci­
tation. The bill does not specify the 
mechanism for disclosure in the case of 
media including radio and telev1s1on, 
"walks for charity," and So forth. Woe 
need to learn from the experience at 
jurisdictions which have such require­
ments; and from the cha.r1ties who have 
been complying with them. 

In conclusion. I again want to stress 
that the purpose of tl$ legislation is to 
strengthen American charity by estab­
lishing procedures which enable the pub­
lic to support the organiza.tions which 
deserve their support. Private, charitable 
eftorts a.re an essential pa.rt of any strat­
egy for deaUng with human problems in 
this country. They ofter mllUons of vol­
tmteers 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 GQvem­
ment programs. And they ofter contrib­
utors the opportunity to work for a caUse 
which they truly want to support. 

I hope that voltmto.ry efforts will con­
tinue to playa 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 Ufe 
which impressed de Tocquev1l1e when 
he visited America. As he said at that 
time: 

America Is a land of wonders, In which 
everything Is In constant motion and every 
change seems an Improvement. The Idee ot 
novelty Is there dlssolubly connected with 
the Idea of amel1oratlon. No natural bound­
ary seems to be set to the ell'orts ot man; and 
In his eyes what Is not yet done Is only what 
he has not yet a t tempted to do. 

I ask unanimous consent that the fol­
lowing documents be printed in the REC­
ORO: An explanation of the purpose and 

a summary of the bill ; a section-by-sec­
tion analysis of the Truth in Contribu­
tions Act; and a copy of tht: b1ll. 

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

Be it enacted by the Senate ana H01(.3e 01 
RepresentatIve. 01 tILe united States 01 
America in Congress assembled, That this 
Act may be Cited as the "Truth In Contribu­
tions Act ... 

SEC. 2. (a) Cba pter 42 of the Internal Rev­
enue Code of 1954 (relatlng to private foun­
dations) Is amended by adding at the end 
thereof the followlng new subchapter: 

"SUOCHAPTEIl B- PuBLIC CBAIIITIES 
"Sec. 4961. Taxes on Undistributed Revenue . 
"SEC. 4961. TAXBS ON UNDIeTRIBUTED 

REVENUE. 
" (a) bilTIAL T.u: .-There Is Imposed on 

the undistributed r"enue of a public char­
tty tor any taxable year, which MS not been 
cUstrlbuted betore the ftrst day of the secoftd 
(or any .ueceedlng) taxable year followin, 
soC» taxable year (It such first day fall8 
within the taxable period (as defined III 
subsection (c) (5 » , a tax equal to 16 per­
cent of the amount of such revenue rem&1n­
Ing undlstrtbuted at the beginn1nc of such 
seeo.d (or 8Uceeed1ng) talIab)e year. 

"(b) ADDrTlONAL TAlc-In any case In 
which an lnJt1al tall Is Imposed UDder sub­
section (a) on the undistributed revenue 
of a publiC charity for any tuable year, It 
any portlon of such revenue remalns undis­
tributed at the close of the correction pe­
riod, there Is Imposed a tax of 100 percent 
on such portion. 

"(c) DEFINrTloNs.-For purposes ot this 
sectlon-

"(I) PuBLIC CHARrrY.-The term 'publ1c 
charity' Is defined In section 509(f). 

"(2) GROSS REVENUE.-The tenn 'gross rev­
enue' means gross Income (as defined In 
section 61) determined without regard to 
the prov1s1ons of part ill ot subchapter B 
of chapter 1 (relating to Items specifically 
excluded from gross Income) but not In­
cluding-

"the value of property recetved and held 
for the production 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 gain from the sale or exchange 
of such property whenever sold or ex­
changed). 
Amounts obligated for expenditure during 
a taxable year and taken lnto account under 
paragraph (4) (B) for ihe taxable year In 
which the obligation was made, shall be 
taken lnto account as lncome for the tax­
able year In which the expenditure was to 
be made to the extent they are not expepded 
during that year. 

"(3) UND'LImIIlI'VI'ED IlI!VENUE.-The term 
'undistributed 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 
Bum of-

"(A) the expendttures far charitable pur­
poses for the taxable year determined In 
accordanee with accounting principles or 
standards prescribed by the Secretary or his 
delegate, and 

"(B) the amounts Irrevocably transferred 
during the taxable year by tbe public charity 
to another publ1c charity ~other than a pub­
lic charity from which amounts have been 
received during the preceding 4 taxable 
yea.rs), so long as the recipient charity in­
cludes the amount of such transfer In com­
puting Its groes revenues. 

"(4) ExPENDITURE 1;08 CHARrrABLE PUR­
POSES.-

"(A) A public charity is considered to have 
made an expendtture for a charliable pur­
pose It the expenditure Is for-

"(I) the active conduct of the activities 
constituting the purpose or function for 
which the public charity Is organized and 
operated, or 

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

"(B) An amount obligated for a specl1lc 
project shall be treated as an expenditure for 
a charitable purpose It-

"(I) expenditure of the amolUlt obligated 
would be treated as an expend)tW'e jor a 
charitable purpose, 

.. (11) the entire amount obUgated Is to 
be expended within 5 years after the tax.able 
year during which It Is obUgated, and 

"(111) the specific project Is of a nature 
which Is best accomplished by tbe obliga­
tion, rather than by the lDlmed1a.te expendi­
ture, of funds . 

"(C) Expenditures for ~s 01' salaries 
(other than for wa.ges or sa.l.ary paid to an 
1nd1vldual enga.ged personally In parlonn1ng 
sernou provided under a cbarttabJe program 
carried out by a publk ohanty) , for oIII.oe fa­
eWU", senlees, equipment, or for o~er ad­
-.hl1stratin expeDH, or for hmd-J'a1alng, 
lIball not be eonsldered an e.zpendltlUe for 
a charftable purpose. 

"(6) T.u.urur: PICIUOI).-The ~rm 'ta._ble 
period' means, .... Ith respect to the ~­
trlbuted revenue for any bJtable year, the 
perlod beginning with the finIt day of the 
taxable year and endtng on the daw Of mail­
Ing or a notice of defi .. leney with respeet to 
10M tax Imposed by subsection (a) UDder 
section 8212. 

"(6) CORRllcnoN PBRroD~The term '(101'­
recUon period' means the period beglD:n!ng 
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 ria ts of mailing of a 
notice of deficiency (with respect to the tax 
Imposed by eubsect10n (b» under section 
6212, extended by-

"(A) any period In which a deficiency can­
not be li&essed 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) EXElolPrION Foa PmST FOUR YEARS OP 
OPERATION.-

"(I) EXEIIIPTION.-The provisions ot this 
section do not apply to a public charity tor 
the first 4 taxable years of the charity. 

"(2) TIIANSFBIU!E OaGANIZATloNs.-For pur­
poses of this subsection, In the case of a 
transter of assets of a publiC charity to 
another public charity pursuant · to any 
liquidation, merger. redemption, recapital­
ization, or other :odjustment, organizatlo., or 
reorganlzatloI1, the tranii!eree shall not be 
treated as a newly created organization. 

"(e) RsGULATlONs .-The Secretary or his 
delegate shall prescribe such regulations as 
are necessary to carry Ollt the provisions ot 
this section, including regulations setting 
forth accounting principles and stand .... da .... 

(b) (1) Section 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
tion of such section, and 

(B) striking out subsection (a) and in­
serting In lieu thereot the following: 

"(a) GENERAL RULE.-

"(1) ParvATE rouND"TI0NS.-Ex~pt as pro­
vided In subsection (b), the status of any 
organlza.tlon as a private foundation shall be 
tennlnated only I!-

"(A) such organization nottfies the Seare­
tary or his delegate (at such ilme and In 
snch manner as tbe Secretary or his delegate 
may by regulatiOns prescribe) or Its Intent to 
accomplish such termination, or 

"(B) (I) with rcepect to such organtzatlon, 
there have been either willful repeated BCts 
(or failures to act), or a willful and flagran i 
act (or failure to act), glvlag rise to l1abUity 
for tax under chapter 42, and 

"(II) the Secretary or his delegate notifies 
such organization that, by reason of clause 
(I), such organlzation Is liable fflr the tax 
Imposed by IOUbsectlon (c), 
and either such organization pay the tax Im­
posed by subseotlon (c) (or any portion not 
abated under subsection (g» or the entire 
amount of such tax Is abated under subsec­
tion (g). 

"(2) PUBLIC CHAaITmS.-The status of any 
orga.n1l!atlon 8.8 a publ1c charity shall be ter­
minated only It-

.. (A) such organization notifies the Secre­
lary or his delegate (at such time and In 
such manner as the Secretary ar his delegate 
may by r~lailons prescribe) of Its lntent to 
acoompllsh such termination, or 

"(B) (I) with respect to sucll organtza.tlon, 
ihere haTe been either willful repeated acts 
(or faUures to act), or a willful and flagrant 
act (or fanure to act), glvlng rise to ll,ablllty 
for tax under ehapter 42, aad 

"(Ii) the lle«etary or his de~~, after 
ooIUlultatt.. with Ute Aitol'l1eY ae.eral wl1lh 
respect to ~. duti .. of ne Attow:ney Gen­
eral nnder MOtion 4 of the Truth In Con­
tr~utiOIl8 Act, determlnes that Bueh terml­
naUon ia appropriate and In aceordanee with 
the pU1'pOtlM of. Inch Aet and of the amend­
meats --.de by IrUCA Act .... 

(2) 8eeUon i09 of IlUch Code (~e)atlng to 
definition of prtvate foUDClation) is amended 
by-

(A) str1klng ont the caption of the section 
and lnserUng In lieu thereof the following: 
u8Bc.609. D&PlriliXOl8.", 

(B) striking out the caption of subsection 
(a) and Inserting In Heu thereof the follow­
Ing : 

"(a) ParvA~E PoVl<DATION .-'~, and 
(C) by addhlg at 'the end thereof the tol- . 

lowing: 
"(f) PtnILlC: CHAIt!TT.-Except as used In 

section 607 (b), for purposes of this part the 
tenn 'public charity' means an organization 
described In section 170(b) (1) (A) (vi) or 
(viii) , the gro.sa revenue (as defined In section 
4961 (c) (2» of which for the taxable year 
exceeds $25,000, but does not lnclude any 
organization delCrlbed In clause II), (SI), 
(111). (Iv), (v) , or (vii) of section 170(b) (f) 
(A) .... 

(3) The caption and table of sections for 
part IT of subchapter F of chapter 1 of such 
Code Is amended to read as follows : 
"Part IT-Private PGundations and Publlo 

Charltlee 
"Bec. !107. Termination of private foundation 

or publ1c charity status. 
"Bec. 508. Special rules with respect to section 

601 (c) (3) organizations. 
"Sec. 509. DellDltions .... 

(c) (1) The caption for part IT of sub­
chapter F of chapter 1 of such Code Is 
amended to read aa tollows : 
"Part IT-Private l"oundatloll8 and Publ1c 

Charlt\.ell". 
(2) Chapter 42 of sw:h Code Is amended 

by-
(A) Inserting "AND PUBLIC CHARITIES" 

after "POUNDATIONS" In the caption 01 
such chapter. and 

(B) lnsertlng between the caption of the 
chapter and tbe table ot seCtiOWl tor the 
chapter the following: 
"Subchapter A.-Prtvate Foundations. 
"Subchapter B.-Publ1c Charities. 

"SUBCHAPTER A- PRIVATI'! FOUND4TJ0N8" 

(d) Section 6033 of such Code (relating to 
returns by exempt organizations) Is amended 
by redeslgJIatlng subsection (c) aa (d) and 
by Inserting after slibsectlon (b) the follow­
Ing new subsection: 

.. (c) Additional Information required from 
public chari t1es.-Every pubUc charity (as 
defined 1n section 509 (f) which Is subject 
to tbe requirement ot eub5eCtion la ) shall 
furnish annually tnformatlon. at such time 
and In such manner ... , the Secretary oc bls 
delegate may by tOrDl3 or regulatioWl pre­
scribe setUllg fonh. In addition to the In­
formation reported under sul)..,ctlon (b)-

1 



'I. ' .. 
... , .... 

• "(1) Its gr08S revenue (as defined In sec-
tion 4961 (c) (2» for tbe ta.xable year, on a 
fund e.ccoun tlog basis lo wblcb restricted 
and unrestricted sources of revenue are 
clearly distinguished. broken down Into such 
categories as are appropriate for their or­
ganlzaUon; 

.. (2) Its total expenses for the taxable year. 
reported on a functional basis lo wblch pro­
gram costs. admlolstratlve and fund ralslog 
expenses are reported separately, and In 
wblch the program expenses are also broken 
down to saow eacb ot tbe major pl"Ogcams 
carried out by the organization togetber with 
expenses applicable to more than one pro­
gram or functional category being allocated 
as appropriate In accord&ll46 wltb account­
ing principles or standards prescribed. by the 
Secretar,' or his delegate; 

"(3) a atatement of analysis of functional 
expenses showing the expense categories 
which have gone Into each of the functional 
expenses reported on t'V statements of gross 
revenue &nd expenses; 

"(4) a balance sheet; 
"(5) & statement by & certified public 

acoounbant that he bas p!'epared the return 
III accordance with accounting principles 
and standards prescribed by \be Secretary 
or bJs delegate, and tbat the Information 
reported by the pubUc charity under sub­
section (a) and this subsection presents 
fairly the Information shown therein. and 

"(6) such other lnferm&tion as the Sec­
.-etary or hi!! delegate determines to be 
neoeesary to Inform prospective contributors 
of the activities and flseal policies of the 
publlc charity. and to present fairly the 
tlnanclal status of the public charity." 

(e) (1) Subp&rt D of p&rt III of sub­
chapter A of chapter 61 of such Code (relat­
Ing to information returns) Is amended 
by-

(A) Insertlng "And PubUc Charities" 
after "PrlV&te Foundations" In the caption 
of such· subpart. and 

(B) addlng at tbe end of such subpart 
the following new section: 
"&le. 6067. ANNuAL REPOaT8 AND DISCLO­

SURE STA"TEMENTB BT PuBLIC 
CHAJUTIEa 

"(a) AloroAL REPOIlT l!.EQ1mum.-The 
chlef executive omcer of every public charity 
(as defined In section 609 (f» shall file an 
annual report as of the close of the taxable 
year at such time and In such manner as 
the Secretary or bJs delegate shall prescribe 
by regulation. 

"(b) Co!fTZN'1'8.-The report requlred un­
der subsection (a) shall conteJn the fol­
lowing Information with respect to the pub­
llc charity: 

"(I) A oopy of the return IDed by the 
charity for the precedlng taKAble year \m­
der seatton 6033. 

"(2) The names and amount of compen­
sation patd tor the taxable year to (A) the 
10 most hlshly compensated omcers or em­
ployees of th& pub11c charity. and (B) each 
employee or consultant who received more 
than '20.000 In compensation from the pub-
11c charity for the tsXabl& year. 

"(3) Such addltlonal information as the 
Secretary or his delegate may require. 

':(c) SPBCLU. ROLES.-
A(l) The annual report required to be 

filed under this section le In addition to. 
and. not In lieu of. the loformatlon required 
to be IDed under section 6033 (relatlog to 
returns by exempt organizations) and shall 
be filed at the same time as such infor­
mation. 

-(2) A oopy of the notice required by 
section 61$4(d) (relating to publlc Inspec­
~on of suo.b. annual reports), shall 1le me<! 
by the chief execut!.¥e officer of the publlc 
charity together with the annual report. 

"(3) The chief executlv& officer of each 
public charity shall file a copy of the annual 
report required by subsection (a) with the 
appropriate official of any State In which 
the charity sollclts contributions. and fur­
n1sh a copy to such other persons at such 
times and under such condltlons as the 
Secretary or his delegate may prescribe by 
regulation. 

"(4) The annual report required by this 
section shall be prepared by a certlfled public 
accountant In accordanoe with accounting 
principles or standards prescribed by the 
Secretary or his delegate and shall Includ& 
a statem.lnt by such certified public aCCol1nt­
ant that In his opinion. the annual report 
presents fairly the Information shown 
theretn lo accordance with such acoountl.Dg 
princIples and standards. 

.. (d) DISOLOSUIlE STAT"lI.tEN'l'.-
"( I) A cUsCI06ur6 statement shall be filllCl 

wl.th the Secretary or his delegate not later 
than 30 days before the date on which It Is 
first furnished to persons from whom oontrl­
butlons are solicited. The disclosure st&te­
ment shall be lUed at such time and In such 
manner as the Secretary or bJs delegate shall 
prescribe by regulation . The Secretary or his 
delegate sball disapprove the use ot such 
statement If It Is determined that the re­
qulrementa of such regulation have not been 
met.. Th& dlsol.osure statement shall not be 
turnlshed to any person It It Is d1s&pproved 
by the Secretary or his delegate until It Is re­
vised and the revised disclosure statement 
has been !lIed wltb the Secretary or his dele­
gate and the revised disclosure st&tement Is 
either approved by him or SO days have 

pasaetl Without the revised disclosure sta1Oe­
ment being dlsapproved. Th& disclosure 
statement shall alSo be furnished to the 0111-
cera to whom the annual report Is furnished. 
and shall be maIntained by the Secretary or 
his delegate In ofllces of the Internal Revenue 
Service toc pub11c inspection. 

"(2) The disclosure statement shall con­
tain. but Is not Ilmlted to-

"(A) a statement of the gross revenue (lUI 
defined In section 4961 (c) (2) of the charity 
for th& year covered by the annual report. 

"(B) a statement of the amount ot the ex­
penditures for charitable purposes described 
In sectlon 4961 (C) (4) (A) for that year. the 
transfers described In section 4961 (c) (4) (B) 
for that year. and the percentage of such 
gross revenue represented by each. 

"(C) a statement of the amount expended 
durlog that year for raising funds. the 
amount expended for ac1mlnlstratlv& costs 
(Including aalarles). and the percentage of 
gross 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 contrlbutlon Is 
solicIted at the time of such solicitation. 
without regard to whether the SOlicitation Is 
conducted In person. by mall. by broad­
cast. by publlcatlon or otherwise. The pub-
110 charity shall mall a . copy of the most re­
cent disclosure statement to any Individual 
who requests such copy wltbIo 16 days after 
receipt of the request." 

(2) The table of sectlons for such sub­
part Is amended by adding at the end thereof 
the following: 
"Sec. 6057. Annual reports and disclosure 

statements by publlc chari­
ties .... 

(3) Section 6652 (d) (3) of such Code (re­
lating to returns by exempt organ1zatlons 
and by certain trusts) Is amended by Insert­
Ing after "relating to annual reports by pri­
vate foundations)" the following: "or under 
section 6057 (relating to annual reports and 
disclosure statements by public charities) .... 

(4) Section 6104 of slWb Code (relating to 
pubUclty of information required from cer­
t ain exempt organlzaUons and certain 
trusts) Is amended by adding at the end 
thereof the following: 

"(e) PtrnLIC INSPECTION OF PtrnLIC CHAR­
ITY's ANNUAL REPollT8.-:;rhe annual report 
required to be filed under s,!ctlon 6057 (0.) 
(relating to annual reports by public char­
Ities) shall be made avallable by the chief 
executive ofl\cer of the charity for Inspection 
at the prlnctpal office of the organlzatlan 
durlog regular business hours by any cltA­
zen on request af'tler pu.bllcatlon of notice of 
Its avallabllty. 

(5) (A) Section 6686 of such Code (re­
lating to assessable penalties with respect to 
prlvate foundation annual reports) Is 
amended to read as follows: 
"SEC. 668"5. AassssAM.J< PENALTII!'B FOR 

REPORTS. STATEMENTS. AND RE­
LATED ·R£QUDlEMENTS A!'PLI­
CABLB TO CEIl'LUN O&G/\NIZA­
TIONS. 

"In addition to the penalty Imposed by 
section 7207 (relating to fraudulent returns. 
statements. or other documents). any person 
who le required to file th& report and the 
notice requlred under section 6056 (relating 
to annual reports by private foundations). 
or section 6057(a) (rel&tlng to annual re­
ports &1u1 dlsclosure statements of publlo 
charities). or who Is required to rue the dls­
closure statement UDder section 6067(d) (re­
lating to disClosure statements of pubUo 
cbarlUes). or no Is required to USe such 
statements In contrIbution sollcltatlons only 
In the absence of dlsapproval. under section 
6067 (d). or who Is required to comply with 
the requirements of section 6067(c) (2) or 
section 6104«H (relating to public Inspec­
tion of annual reports of exempt organlza.­
t1ons). and who falls to comply with such 
requirements. If such failure le willful. shall 
pay a penaltF of $1.000 with respect to each 
such fallure." 

(B) The table of sections for subchapter B 
of chapter 68 of such Code Is amended by 
striking out the Item relating to section 6686 
and inserting In lieu thereof the following: 
"SEC. 6686. Asse8sable penaltles for reports, 

statements. and related re­
qulrements applicable to cer­
teln organizations .... 

(6) Section 6213(e) of such Code (relating 
to suspeoston of ruing period for certain 
chapter 42 taxes) Is amended by-

(A) striking out "or 4946" and inserting 
In lieu thereof 4It45". 

(B) Inserting after "(relating to taxes on 
taxable expenditures)" the following : ". or 
4961 (relatlog to texes on undistributed rev­
enue) ". and 

(C) strIking out "or 4946(h) (2)" and In­
serting In lieu thereof the following: "4945 
(h) (2). or 4961 (c) (6)". 

(7) Section 6601 (n) of such Code (relat­
Ing to special rule for chapter 42 talte8) III 
amended by Inserting "or the publJc charity" 
after "prlyate foundation" each place It 
appears lo plU'agraph (I) and paragraph (2) . 

(8) Section 6501 (c)(7) of such Code 
(relating to termInation of private founda­
tion status) Is amended to read u follows ; .. -
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"("'/) Termination of exempt statUS .-iU 
the case of a tax on termination ot private 
foundation or public charity status under 
section 507. such tax may be assessed. or 
proceeding In court for the collection of 
such tax may be begun wltbout assessment 
at any time .... 

(9) Section 7422(g) of such Code (relating 
to clvU actions for refund) Is amended by­

(A) striking out "or 4945." In paragraph 
(1) and Inserting lo lieu thereof the toll ow­
Ing; "4945. or 4961 .... 

(B) strLklng out "or section 4946 (b) In 
paragraph (1) (relatlog to additional taxes 
on taxable expenditures)" &nd inserting In 
Ueu thereof "seotlon 4945(b) (relating to 
additional taxes on taxable expenditures). 
or section 4961 (b) (relating to additional 
texes on failure to distribute revenue) .... and 

(C) striking out "or 4945" In paragraphs 
(2) and' (3) thereof. and losertlng lo lieu 
thereof "4945. or 4961 .... 

SEC. 3. The Secretar y of the Treasury shall 
encourage the appropriate officers of State 
and local governments to accept copies ot 
reports made to the Secretary by publiC 
charIties under sections 6033 and 6057 of 
the Internal Revenue Code of 1954 lo · satis­
faction of the requirements of State and 
loceJ laws for simila r reports from such 
organlza tlons. 

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 section 509 
(f) of the Internal Revenue Code of 1954). 
~he Attorney General shall take whatever 
action may be necessary to Insure that as­
sets consisting of. or derived from, contribu­
tions sollel ted from the public are preserved 
and expended only for substantially 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 of subsec­
tion (a) by seeking voluntary compllance 
and. If necessary. by instituting clvll actions 
10r appropriate relief (Including. but not 
Umlted to. permanent or temporary lojunc­
tiona. restralolog orders. and other appro­
priate orders) In the dIstrict court of the 
United States for the district In which such 
public charity Is soliciting oontr1butlons or 
has an omce. ne distrIct court8 of the 
Un1ted States have jurisdiction to enterteJn 
clvll actions brought under this section. 
Upon a proper showlng that such publlo 
charity has engaged. or Is about to engage. 
In sets or practices which wonld cause the 
dleslpa~lon of such assets or their diversion 
to noncharltable purposes (or to slgn111cantly 
dlfferent purposes). a permanent or tempo­
rary injunction, restraining order or other 
order shall be granted without bond by such 
court. 

SEC. 6. No organization registered with the 
At1v1sory Committee on Voluntary Foreign 
AId may state that It Is registered with tha\ 
committee In material distrIbuted to the 
publlc In connectIon with the soliclt&tlon of 
contrlbutlons to that orga.o1zatlon. Any or­
ganization vIolating the provisions of this 
section shall be fined not more than $1.000. 
Any omcer or dlrector of any argan1zatlon 
who causes the organlza.tlon to vlolate the 
provisions of this section. or who consents to 
any such Violation, shall be fined not more 
than '1.000. Imprisoned for not more than 
one year. or bOth. 

BD::. 6. Any IndIvidual who. whUe an om­
cer or employee of a public chlY'lty (as de­
fined In section 609 (f) of the Internal Reve­
nue Code of 1954). knowingly commits any 
act or series of acts which results In the 
termination (under sectlon 607(a) (2) (B) of 
the . Internal Revenue Code of 1954) of ~e 
status of the organization as a public char­
Ity shall be fined not more than '5.000. im­
prisoned for not mOTe th&n one yelY'. or 
both. 

SEC. 7. The provisions of this Act shall be 
effective for tax years beglnn1ng after De­
cember 31. 1975·. except that no tax described 
under section 2(a) of this Act shall be Im­
posed tor any tax year begl~log before Jan­
uary 1. 1980. 

TIU1TH IN CONTRIBUTIONS ACT. 
PUIlPOSE 

I're8ent federal tax laws provide that a 
charitable organization may retsln Its tax­
exempt status so long as It Is "organized and 
operated exclusively" for charitable and oth­
er qualifying purposes. and 80 long as none 
of the earnings of the organization "lnur." 
to the benefit of any Indlvldual. However. In 
m~etlng this "exclusively" test. the Internal 
Revenue Service (IRS) and the courts have 
stated It Is sumclent If a public charity Is 
engaged "primarily" In activities to accom­
plish the purposes for wh ich It Is tax exempt. 
and that not "more than an Insubstsntlal 
part of Its activities" Is lo furtherance of 
non-exempt purposes . There Is no reqUire­
ment In present law. however. that charities 
distribute any minimum portion of their 
revenue each year for chari table purposes. 
nor that tbey furni sh the public and appro­
priate government agencies v,lth sufficient 
Intonnatlon to enforce any minimum dlstrl: 
button reqUirement. Neither Is there any 
present reqUirement that a public charity. In 
sollc1tlng contributions. Indicate to potential 
contribu tors the portion of their revenues 
which actuall, are used or devoted for char­
Itable pumoses. 



The puipose of this legislation Is to re­
quire all publtc charitIes subject to the Act 
to distrIbute at least 50 % of theIr gToss reve­
nue each year for charItable purposes, and 
to proylde for fIltng sufficient Information 
to determine whether this requirement has 
been met, and to provide for sufficient tax 
penalties f or non-compltance. In extreme 
cases, repeated violations wUl result In the 
chr.r1ty being put out of busIness, and 
the remainIng assets turned over for 
the charitable purposes for which they 
were contributed. CrIminal sanctions may be 
Im~d on those persons causing a charity 
to lose Its status In this manner. Finally, the 
Act would require public charities to furnl8h 
all prospective contributors with a short 
statemen$ of speclftc Information, including 
the prlO!' year's revenue, and the amounts 
and perce"tage of revenue actually spent for 
charitable activities. and for other purpooses 
such as admInistrative and fund-raising ex­
penses. The latter requIrement applies to 
charities lrubject to the Act, whether or not 
they have 50% expenditure teet. 

SUJoU4A1l Y or TJDI ACT 

"Public charities" subject to the Act are 
defined as those receIvIng a major part of 
their contributIons trom govenunent units 
or from toe general publ1c. The Act does not 
apply to religious, educational, hospItal, 
med1ca.l research or related organizatIons, 
and does not apply to organizatIons with Ieee 
than 125,000 gross revenues for the year. In 
addition to the "Information returne" now 
requIred to be filed by most 1IuI: exempt or­
ganizatIons, public charities would be re­
quired to Include addItional informatIon on 
forms &nd In Buch manner as the I.R.s. pre­
acrIbes. and to have such information re­
turns prepared by a certIfied public account­
ant. Most of the additional information re­
latee to Income. expendItures, &nd other bal­
ance shee$ informatIon. PaUure to file such 
addItional informatIon Is subject to the pres­
ent penalty of 810 per day (85,000 maximum) 
tor the organization &nd possIbly the per­
son(s) responsible for such faUure. 

Public chr.r1tles wID also be required to 
1\le an annual report prepared by a certified 
public accountant, contaInIng specl1led In­
formation including the names &nd amounts 
of compensation receIved by the 10 hIghest 
paId employees and all employees and con­
sult&nts receIvIng more than $20,000 for the 
year. A 110 per day penalty may be Imposed 
on the person fa\llng to file, and a 11,000 
penalty may be Imposed on any person who 
"willfully" faUs to rue such report. Public 
chartt1es are also to be requIred to 1\le a 
"disclosure statement" with the I .R .S ., stat­
Ing briefly the gTOt!S revenue for the prevIous 
year, and the amounts and percentages of 
gra_ revenue actually spent for charlta51e 
purposes, or for other purposes such as ad­
m1n1lftratlve O!' fund-raising expelUles. ThIs 
statement must be furnished by the charity 
to all prospeetlTe contributors at the time of 
solicitation-no matter the manner of eo­
llcltattca-aD4 may be ~ only after ap­
proval by I.R.S . (or In the absence of disap­
proval within 30 days after ruing) . "Willfu l" 
faUure to rue such statement with the I .R .S., 
or to use an approved statement (or one not 
disapproved wi thin SO days) · In all solicIta­
tions, will result In a 11,000 penalty for each 
such violation. 

Public chr.r1tles whIch do not distribute at 
least 50% of their gross revenue for the year 
fO!' 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 chr.r1ty newly created after the 
date of enactment. QualifyIng expenses for 
charitable purposes Include: (1) expendI­
tures for activitIes for whIch the charIty was 
organized and Is operated; (2) acquisItIon of 
assets directly devoted to such acttvltlell; and 
(3) transfers to other public charities (with 
safeguards to prevent transferring the same 
amounts back and forth to ayold the penalty 
tax) . Expen(\ltures for office facl1l~es or for 
wages and salaries (except for those persons 
engaged personally In performing servIces 
provIded under a charitable program of the 
charIty) are not considered as qualltylng for 
this purpose. It an organIzatIon does not 
meet the 50% test (and the Act provIdes 
that charItable expendItures will quality 
even If made withIn the 12 montba followIng 
the close of the year In questIon) a two level 
tax will be Imposed: (1) ll!% 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 stll1 un­
dIstributed more than 90 days after receIpt 
of the I .R.S. notice of the original violation. 
ThIs tax Is Imposed on the public c:a.rlty, 
Dot the Individuals responsIble. 

If the I.R.s. determines there have been 
repeated violatIons of the 50% test, caUIIlng 
ImposItion of the tax/eo) , or If there has 
been a Hwillful and flagrant" vIolatIon of 
this test, then I .R .S . may proceed to "termi­
nate" the cb""table status of the o~nlza­
tlon . Generally. this means tbat the I .R .S ., 
with the help of the Attorney General If nec­
essary, will mon to pnt the charity out of 
business, and preserve and ta.lI:e oYer the 
charity's aaset. to prevent them from beIng 

used for non-charlt"ble numo"CS. CrImInal 
sanctloDs are possIble agatnst the perBOII(.) 
who "knowIngly" commIts any acts or serIes 
of acts (or f"lIures to act) which result In 
the termInatIon of charItable status ($5,000 
1\ne, I year In prison, O!' both l. 

The Act will take etl'ect for years beginning 
after December Sl, 1975, ezcept that the two 
level tax on failure to meet the 5O%-ot­
revenue distributIon test will not be im­
posed for four years thereafter, or durIng the 
1Irst four years of operatIon of a charity 
newly created after enactment. 

8zcnoN-BY-SECTION ANALYsts OF TWI TRUTH 
IN CoNTRIBt1TIONS ACT 

1. SHORT rrn.. 
This bllJ when enacted may be ealled the 

"Truth in ContributIons Act." 
• • TAXJ:S ON UKDISTRIBUTED REVENUE OF A PUB­

LIC CHAltlTT St7B.rECT TO TIlE ACT 

Section 2(a) of the bID amends chapter 
42 of the Internal Revenue Code of 1964· (re­
latIng to taxes on prIvate foundations) to 
add new Code sectIon 4961, which provIdes 
that a pubUc 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 cJ~ 
thereof) &nd Imposes tax sanctIons In the 
event of failure to do so. The sanctIons take 
the form of a two-llvel tax : (1) an initial 
tax, and (2) an addItional tax (both dis­
cussed below) . 

For purposes of this sectIon and the Act, 
the following ileflnltJIons are Inoluded In new 
Code sectIon 4961 (c) : 

" Public charity" Is to be defined In new 
Code sectIon 509 (f), and Is discussed subse­
quently In this analysis. Generally the Act 
w ill apply to certain charities other than 
religIous, hospItal, or educational organiza­
tions, which receive their aupport from gov­
ernment units or the general public, and 
then the Act only applies to such or ganiza­
tions that received "gross revenue" exceedIng 
$25,000 for the year. 

"Gross rellenue" of a publtc chat'lty Is de­
fined as Is "gross Income" for most taxpayet'8, 
but without regard to certain tax exclusions 
provIded In the Code. "Gross re.,enue" does 
.wt Include the value of property receIved 
and held tor the production of Income be­
yond the year of receipt. 

"Undutributecf. rel1enue" of a pubUc char­
Ity Is defined as the amount by whlch ,one­
half "gross revenue" exceeds the sum of (1) 
"expendItures for charItable purposes." and 
(2) lUDOunts transferred to other public char­
ItIes, so long as the recipIent organlzatlon(s) 
reports this as part of Its "gross revenue" tor 
the yea.r, and has not made any transfers 
to the donor organizatIon within the year 
or within the four preceding years. 

"Expencf.tture lor charitable pu,rposes" Is 
defined as amounts expended in the taxable 
year (or within the 12 months followIng the 
close thereof) for either (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 acquisition 
of assets directly devoted to Nch active con­
duct, Amounts whIch are ob11gated to be 
paid withIn 5 years after the taxable year 
for specific projects, will quality as expen­
dItures In the taxable year, 110 long as a cur­
rent expenditure for sll<'h project would 
qualify. The term does not inClude expendi­
tures for the wages or salary of an IndIvIdual 
(other th&n for wages or saiary paid to an 
individual engaged personally In performing 
services under a charity'S charitable pro­
gram) , and does not Include ecpetldttures for 
omce furniture and facnttlee. services equip­
ment, or for other admlnlstraUve expenses, 
or fund-raising expenses. 

The "t1Utial tar' Is 15% of tile amount of 
expenditures for charitable purposes which 
would be required to br:lng the charIty's 
Charitable expenditures to the 50% of gross 
revenue level. If after imposItion of the ini­
tial 15% tax the public charity l10es not make 
the necessary charitable expendltllres to Bleet 
the 50% of gToss revenue level within the 
"correction perIod", an "adcf.ltlonar tax" of 
100% of the amount of "undistributed rev­
enue" yet to be distrIbuted for charitable 
purposes, wUl be Imposed. The term "cor­
rection perIod" means the period beginnIng 
on the fint day of the taxable ye&r foHowing 
the taxable year In whIch the InItIal tax was 
Imposed, and ending 90 days atter the maU­
Ing of It. notice ot deficIency by the I .R .S . This 
90 day period may be extended to provide 
for 111Jng a petition to the TalC Court for re­
determination of the alleged deficiency, or for 
any other purpose and tor any period the 
I .R.s. determines Is reasonable and necessary 
to permit distribution of the "undistributed 
reyenue:' 
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The new Section 4961 of I.1:1e Code, (re: 
quirlllg payouts of "undistributed revenue, 
and Imposing two-level taxes In the e"ent 
of fallure to do sol, does not apply to a 
pub\1c charity subject to this Act, during the 
first four taxable yean of the chr.r1ty. In ~ 
the case of a transfer of the usets of one 
public charity to another through liquIda-
tion m.erger, redemption, recapitalization. 
or C:ther adjustment, organization or reor­
ganization, the transferee will not be treated 
as a newly created organIZatIon. These pro­
visions of .sectlon 4961 wUI not beCOme effec-
tIve for four years for publ1c chariUes In ex-
lRt ... nnA At the time of eaact.ment of the Act. 

3 . TERMINATIOH OF PUBLIC CHARITY STATUS 

Section ! (b) (1) ot the bUl am.ends sect-Ion 
607(a) ot \tie Code (relating to termination 
of private foundation status) to Include pub­
lic charities. Under this provls!tJn, a publlc 
charity subject to the Act, wishing to vol­
untariLy ten:n1nate Its status, may do 80 If It 
properly notifies the I .R.S. ot Its intentions, 
and also pays a substantial '"termination 
tax." A public charity may also be invo!un­
tartly terminated by the I.R.S ., If It Is deter~ 
mined that the charity or Its officers have 
committed .... mtul .. repe!'ted vIolations (or 
commltted a "wUlful and flagTant violation") 
of the 50~-oC-revenue test for charitable 
expenditures, resulting In imposition of the 
penalty taxes described abOTe. Wben I.R.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 actton (including court proceedings' 
to presene the public charIty's assets derived 
from public contributions, and to to see that 
they are used only for the charitable purposes 
for which the contributions were made. III 
the event of an Involuntary terminatIon, the 
public charIty Is also required to pay the 
s ubstantial "termination tax." 

The termination tax, desCrIbed In the JM"CS­
ent Code aectlons relating to prIvate founda­
tions, Is the lower of: (1) the 'aggTegate tax 
benefit,'· or (2) the value of the public char­
Ity's "net assets." "Aggregate tax benefit" IB 
the total amount of taxes. Income gift or 
estate, that would have been collected from 
"substantial contrIbutors" and the cbarlty 
since 1913, had the charity not been tax­
exempt and the contributors' deductIons dis­
allowed, plus Interest to the date of tennl.na­
tlon. "Net Cl88et value" Is the value of the 
publ1c charIty's asseta on either the tlrst day 
It begins termination, or on the last day of 
Its charity sta.t1i.s. whIchever value IS higher, 
Thus, on termination. I.R.S. wUJ either re­
cover the lost taxes from all the years of the 
charIty's e«empt status. or will recover the 
charity's assets or their value at terminatIon, 

SectIon 6 of the Act, related to the above 
provides tII1at any individual who. whUe an 
officer 01' employee of a public cha.rlty, "knoW­
Ingly" commits any act or series of acts which 
results In 1Ibe Involuntary termination ot the 
sta.tus of an organization as a public charity. 
shaY be 1lDed up to 15,000, and imprisoned 
for up to ene year, or both. 
4 . DEFINl7IDN 0., PUBLIC CIIAIIIIl"Y IIt7IInICT TO 

THl!: ACT 

Section 2(b) (2) amends sectIon 609 of the 
Code (relating to the definItIon of private 
founda.tlona), by adding new sUbsection 509 
(f) . Publtc charities are defined as includIng 
those l1efined In COde section 170(b) (1) tA, 
(vI) and (vlll} . General1y, theae organiza­
tions Include th~ for which contrIbutions 
are deductible for donora up to a limit of 
60% of their adjusted gross Incomee. and 
whIch organizations normally receive a sub­
stantial part of their support trom govern­
ment unlta O!' from CQntrlbutloIlll from the 
general public. Qualifying organizations must 
meet several teata, including the following: 
(1) they must be organized under the laws 
of the United States or any Sta-te, U.8. POll­
seaston, or D.C.; (2} they must be organ.1zec1 
and operated exclusively for rellgloUoll. charI­
table. llCientlfic, literary, or educatJIonal pur­
poses. 01' for thl' prevention of cruetty to anI­
mals or chUdren; (S) they may DOt haYe &ny 
part of tbeir earnings Inure to the benefit of 
any private shareholder or indIvidual; and 
(4) they may not have a substantIal part 
ot their actIvities consist of carryIng on 
propagUlda or otherwise influencing leglala.­
tlon, nor may they participate In 01' Intervene 
In any pOlitiCal campaIgns on behalf of any 
candidate for any public otllcc. 

New Code section 509 (f) specifically 
exclude. from tbe 'Truth In Contnbutlona" 
Act 'hose organizatIons whIch are ~c1Jtec1 
In Code sections 170(b) (1) (A) (I), (II), (III) , 
(Iv), and (vII). These Include churches: edu­
c" t1onal Institutions; hospltaLa and medIcal 
research organizations; eerta ln governmental 
units; certain private foundations; anl1 or­
ganizatIons wbose purpose Is to "recell'e, 
hold, Invest and administer property and to 
make expendItures to and for the benefit of 
a college or unlyerslty. Section 609(0 al90 
exclucf.e3 from the "TrUth In Contributions 
Act" for any given year, an organization 
which would otherwtse be subject to the Act, 
but which has less than $25,000 gr088 rel'enue 
for that year. 
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~ . CONFORMING AMBNO:.tENTS 

Section 2(b) (3) and 2(c) ot the bUl amend 
-captions and tables of sections of the Code to 
reHect abo\"e changes. 

6. ADDITIONAL INFORMATION TO BE P'ILl.""D ON 
INFORMATION RETURNs BY PUBLIC CHAIlI'I'ttB 
SUBJECT TO THIS ACT 

Section 2(d) ot the bill a.mends Code sec­
tI.on 6033 (relating to 1ntonnatlon returns 
required to be Hied by exempt orga.n.lzations) 
to require addlt.lon&! Information trom those 
pubUc char!tl.es subject to thla Act. Pnffient 
law requires certaln 1n!ormatl.on trom vari­
ous te.x-exempt organizations (lncludlng 
those which would be subject to this Act) 
to be filed on forms suppll.e<l. by the I.R.s., 
It the organization baa more than $5,000 
groM revenues that year. The bill would not 
ohange these requirements, but new subsec­
tton 6033 (c) would Impose additIonAl 1ntor­
matloIUll requirements on thoee publlc chari­
ties subject to the Act, that Is, with more 
than $25,000 gross revenues that year. 

The addttlonal Intormatlon to be filed In­
cludes: (1) a statement of gross revenue for 
the year, on a fund aooountlng baals, dis­
tinguishing between restrloted and unre­
stricted lIOurces pf revenue; (2) a stIMlement 
ot tota.l expenses fur the Y66l', reported on a 
functlone.l basis, dlstl.ngutshlng between 
program costs, a.d.mJ..n!stre.tive and tund­
raising expenses, and other categories pre­
scribed by I.R.S.; (3) a sts.tement ot a.na\ysIB 
~ fun.ctloIUll expeIl8OO; (4) a balance sheet; 
and (5) usuch other 1ntormatlon [deter­
m.I.n8d by I .R .S ., .. . to be necessary to In­
torm pl'09pectJ.ve contributors or Ule publlc 
charity, and to pres&nt fairly the fina.nc1al 
status or the public charity." 

The bill would require that the tonn filed 
In complJ.aoce with Section 6033(c). be pre­
pared by a certified publlc aooounte.nt and 
that the tntorme.tlon thereln be prepared In 
aooordance with aooountlng prlnclplee or 
standarda preecribed by the Secretary or h.\S 
delega.te. 

Present law prpvtdes (Code sectl.on 6652(d) 
(1) and (2», a $10 per day penalty (maxi­
mum $5,000) wlll be Imposed upon tax ex­
empt organf2atwm tor fa.llure to file such 
Informatl.on returns. I.R.s. may make written 
demand that such 1ntorma.t1on be tiled by 
some ree.BOna.ble date, and It fil1ng Is not; 
ma.de by that date (absent a shOWIng ot ~ 
eonable Gause), a $10 per day penalty (max­
Imum $5,000) will be I.mpoeed on the per_ 
aon(a) respon.sible tor such te.llure. 
T. ANNUAL REPOIlTS TO BE J'IIZD BY PUBLIO 

CHAIlrrIES SUBJECT TO THIS ACr 

Section 2(e) (1) or the bUi adds new Code 
seotlon 605'1. whlch provides that pubUo 
cb.8.rltles subject to the Act must file with the 
I.R.8. an annual report. A slmJla.r requlre­
men.t Is found In existing law with rega.rr1 
eo certa.ln prlva.te fo'Undatl.ons. The repo!"t 
will retiect the public charity's condition 88 
ot the clooe of the taxe.ble year, and Is filed In 
a.ddltlon to, not In lieu of, the lnfonnatl.on 
returns deecrlbed a.bove. The reports must 
be filed on torms that are to be supplled by 
the I.R.S., or In such manner as the I.R.s. pre­
scribes. The reporl: s.baJ I contaln : (1) a copy 
of the 1ntonnatlon return required to be 
Illed by the public charity tor the preceding 
t&xa.ble yew; (2) the DIIIm86 an.!! amounts 
at oompensa.t1on paid tor the taxable year to 
the ten highest paid omoers and employees 
of the pubUc che.rlty, and ea.ch employee 01' 
COIl8I11tant who received more thAn e2O,OOO 
m oompell8&t1on trom the publ1c cb.8.rlty tor 
tbe year; and (3) other 1ntormatlon that 
may be requlred ·by the I.R.s. A copy or the 
notl.oe required by Code section 6104(d) (re­
lating to publlc inspection of such annual 
repor1B) must be 11lec1 w1th th6 annue.l 
report. 

A copy ot the annual report Is required 
to be filed with the apprbprla.te omc1e.ls in 
any state where the public charity 8011clts 
oontrlbutlons. The annual report must be 
prepared by a certlfted pubUc accountant In 
aooorda.nce with accounting standards to be 
preecrlbed by the I.R.s., and must include a 
llta.tement that he has examined the report 
and that the report pre6ents the lntonna­
fun fairly In e.coords.nce with such a.ocount­
tog standards, and In a ma.nner coIl8istent 
with the publlc charity's prootlces during 
the prevlollil tamble year. 

Section 2(e) (3) of the bill amends section 
8652 ot the Code, to Impose a $10 per day 
penalty (maximum $5,000) on the person 
fall1ng to file the pubUc che.rlty's annual 
report on the date and In the manner pre­
IICr1bed. 

Sectl.on 2(e) (6) of the bill, related to the 
above, amends Oode section 6686, to provide 
1Ior . a $1,000 pen&! ty for any person who 
-tDlllfullll" tails to QOmply with theee fil1ng 
rules tor the annual report. 
I . DI!JCL()SUU STATEMENTS TO BE FILED BY PUB­

LtC CJIAJlITIE WITH I .R.s . AND USED IN SOLIC­
lTINC CONT!lmUTlONS ONLY IN ABSENCK or 
1.R.8. D18APPROVAL 

Section 2(e) (1) of the bill also adds an­
other su bsection to new Code section 605'1, 
which requires a public charity subject to 
the Act to Hie a disclosure statement with the 
I .R.s. at leaat 30 days prior to using such 
statement In soliciting contributions. Public 
charities would be reqUired to furnish a copy 
of a d1sclosure statement to all persons from 

whom contributions are solicited, wUhout 
regard to the manner In whleh such solici­
tation Is made (Including broadcasts, mall , 
In person, by publication, od otherwise), 
but may not use such disC\o.ure statement 
unless It has been approved by I.R.S., or haa 
not been disapproved within 30 days after 
lIubm1ssl0n to I.R.S. A public charity must 
mall a copy ot Its most rece"1t disclosure 
statement to any Individual who requests 
such a copy, within 15 days atter receipt ot 
lIuch request. The disClosure statement shall 
also be turnlshed to the state omclals and 
others to whom a copy ot the annual report 
must be furnished. 

The disclosure statement must contain 
(but Is not limited to): (1) a statement ot 
gross revenue tor the yeftr covered by the 
annual report; and (2) a statement of the 
amounts expended during the year, and the 
percent age ot gross revenue represented by 
such expenditures, tor charitable purposes, 
administrative coots, fund-raising expenses, 
and for other purposes as required by the 
I .R .S. 

Section 2(e) (3) of the Act amends Code 
section 6652 of the Code to provide a penalty 
ot $10 per day (maximum $5,000) for late 
tiling of the disclooure statement. 

Section 2(e) (5) of the bill , related to the 
above, amends Code section 6685, to provide 
a $1 ,000 penalty for any person who Hwill_ 
fully" tails to comply with these rules tor 
Illlng a disclosure statement with the I.R.S ., 
or "willfully" talllng to furn ish 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 AMENDMENT 

Section 2.(e) (2) of the bill provides a con-
fonnIng amendment to the Code to a.dd 

new section 6067 to the table ot sections 
at th~ appropriate pla.ce In the Code. 
10. $10 PER DAY PENALTY lI'O& LATlii rILING OJ' 

PUBLIC CHABlTY'S ANNUAL aEPORT 

Section 2(e) (3) ot the bill amends sect10n 
6652 ot the Code, to Impose a penalty ot $10 
per day on the person faUlng to file the pub­
lic charity's annual report and disclosure 
statement on the date and In the manner 
prescribed. (This Is the same penalty re­
terred to In Items 7 and 8 above). 

11. PUBLIC INSPECTION OF ANNUAL R.EPORTS 

Section 2(e) (4) amends Section 6104 of 
the Code (relating to publicity ot lntorma­
tlon from certain exempt organizations and 
certaln trusts) by adding new subsection (d), 
which requires that the annual report of a 
public charity be made aval1able by the 
chlet executive omcer of the charity for In­
spection . at the prinCipal omce ot the orga­
nization during regular buslness 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 tor 
any person who "willfully" fa.lls to comply 
with these notice requirements. 
12. ASSESSABLE PENALTIES WITH RESPECT TO AN­

NUAL REPORT AND DISCLOSUllB STA'1"EKENT JlE­

QUIREMENTS OP THE ACT 

Section 2(e) (6) ot the bill amends Oode 
section 6685 (relating to assessable penalties 
with respect to private foundations annual 
reports) to extend the present $1,000 per 
violation penalty to any person who will­
fully tails to comply with the requirements 
tor filing an annual report or a disclosure 
statement, or who willfully tails to comply 
with the notice requirements related thereto, 
or who willfUlly falls to furnish a copy of 
an approved disclosure statement (or one 
which haa not been disapproved wlthln 30 
days atter submission to I.R.S.) to all pros­
pective contributors at the time of sollclta­
tlon, as required by Code sections 6057 and 
6104, as amended by the Act. (This Is the 
same penalty reterred to In ltems 7, B, and 
11 above). 
13. SUSPBNEIJO)l OF FILINS PERIOD 1"0& CltRTAlN 

EXCISE T.f.XE8 

Section 2(e) (6) amends sect1011. 6213(e) 
or the Code (relating to suspension ot filing 
period tor 'certain chapter 42 taxes) to In­
clude the taxes on undistributed lncome 
provided under new section 4961 among those 
which would be suspended for any period 
which the I.R.S. has extended the time for 
making corrections. 
H. APPLICATION OF SPECIAL RULES lI'Oil ABBMS­

I4.ENT TO PUBLIC CHAmTIm 

Section 2(e) (B) amends section 6601 (c) 
(7) ot the Oode (relating to termination ot 
private toundatlon status) to provide that 
the tax on termination ot public charity 
status under section 507 (referred to In Item 
S abo?e) may be assessed, or court proceed­
Ings for the collection of the tax may be 
begun without assessment at any time. 

15 . SPECIAL RULES FOR CIVIL ACI"lON ron REFUND 

OF CERTAIN CHAPTER 42 TAXES 

Section 2(e) (9) amends section 7422(g) 
ot the Code (relatlng to civil actions for re­
fund) to Include the taxes Impoeed by new 
section 4961 on public charities 1>8 taxes for 
which retund ,mlts may be brought. A suit 
cannot be started It a prior suit has been 
instituted or It a petition ha.s been Illed In 
the Tax Court. The determination by the 
court represents a final decision on a ll ques­
t ions with respect to sny other tax Imposed. 

18 . REPOIIT REQUIREUEN'P15 OF STA,", AND LOCAL 

COvntN MENTS 

section 3 of the bUi provides that the I.R.S . 
shall encourage the appropriate offlcers of 
State and local governments to accept copies 
ot reports made by J>~~k charities un~,:r 
sections 8003 and 6057 In satisfaction ot their 
requirements tor slm1lar reports. 
1 T. DllTIE8 or ~n'OllNET GEN1<IlAL IN P'OBLIC 

CHAlIITT TEIlMINATION 

Section f of the bill provides that upon 
notl11catlon by the I.R.s. that an lnvoluntary 
termination of public charity status Is under 
constderatlon, the Attorney General Is re­
quired to take whatever action Is necessary 
to assure that the charity's assets derived 
trom public solicitation are preserved and 
expended only tor substantially the same 
charitable purposes. The Attorney General is 
required to carry out this provision by seek­
Ing voluntary compliance, and It necessary, 
by instituting clvU action tor appropriate 
relief In the district court ot the United 
States for the district where the charity Is 
soliciting cont ributions or has an omce. It It 
Is shown that the public charity has dissi­
pated or Is about to diss ipate these assets or 
diver t them to noncharltable or slgnlftcantly 
dl1ferent purposes, a permanent or tempo­
rary lnjunctlon, restraining order or other 
order shall be granted by the dlstrtct court. 
18. ORGANIZATIONS REGISTERED wrrs THE AD-

VISORY COloUUTI'EE ON VOLUNTARY FOREIGN 
AID 

Section 6 of the bill provides that no orga­
nization registered with the Advisory Com­
mittee on Voluntary Foreign Aid ot the U.s: 
Agency tor International Development, may 
reter to this registration In material distrib­
uted to the public In soliciting contributions 
to that organlza.t1on. Such registration ap­
plies to charities which raise money in the 
U.s. and send It abroad for cha.rltable efforts. 
An organization vtolatlng thIB provlslon wlll 
be subject to a fine of not more than $1,000. 
Any Officer or director ot an organlza.tlon who 
causes an organlza.tlon to violate this -,rovl­
slon or who consents to such a vloiatlon, 
shall be subject to a fine ot not more than 
$1,000, or to be imprisoned tor not more than 
one year, or both. 
19. CJWI!INAL PENALTIES FOil CERTAIN ACTIVlTIES 

BY PUBLIC CHARITY OFI'ICERS 0& DIPLO-nzs 

Section 6 of the bUi provides that any lndl­
vidual who, whUe an omcer or employee of 8 
publu: charity, "knowingly" commlta any act 
or series ot acts which results In the termina­
tion ot the status of an organization as a 
public charity, shall be Ilned not more thBll 
e5,OOO, imprisoned tor not more than one 
year, or both. (This Is the same pSMlty re­
terred to In Item 3 above.) 

20. EFFECl'IVE DATZI!I 

Section 7 ot the bill provides that the Act 
will take effect for years beginning after De­
cember 31, 1976, with the exception that the 
two-level tax on tallur.e to meet the 50% of 
revenue expenditure test will not be Imposed 
tor tour years thereafter, or during the flm 
tour years ot operation ot a new charity orga­
nized atter the date ot enactment. 
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Dear Colleague: 

COMMITTEE ON 
LABOR AND PUBLIC WELFARE 

WASHINGTON, D .C . 20510 

May 12, 1975 

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, 

\)J~~d(-
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By Mr. MONDALE \for himself, 
Mr. CLARK, Mr. HUMPHREY, and 
Mr. SCHWEIKtR) ·: 

S. 1217. A bill to amend the Regional 
Rail Reorga.nlzallon Act of 1973 In order 
to expand the planning an<1 rail service 
continuation subsidy authority under 
such act, and for other purposes. Re­
ferred to the Committee on Commerce. 
RURAL RAIL PRESERVATION AND IMPROVICM.ENT ACT 

Mr. MONDALE. Mr. President, Sena­
tors CLARK, HUMPHREY, and SCHWEIKER, 
and I are today reintroducing the Rural 
Rail Preservation and Improvement Act, 
a. bill which we Introduced In the 93d 
Congress to preserve and upgrade the 
quality of rail services to rural America . 

During the debate on the Rail Serv­
Ices Act of 1973, Senator HUMPHREY and 
I proposed the essence of this legislation 
III the form of two floor amendments to 
that bill. These amendments were de­
signed to expand the protections against 
precipitous railroad abandonment to 
communities located outside the North­
east ra il 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 -essential IIMs that would 
otherwise be discontinued. Our seCond 
amendment would have placed a 2-year 
moratorium on railroad abandonments 
outside the northeast region, pending 
completion of the study and the Imple­
mentation of State and local programs to 
utilize Federal rail 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 Une abandon­
ments is of critical concern to rural 
communities. In order to increase pro­
duction, farmlllg areas must have nc­
ce~ to good transportation for delivery 
of farm Inputs, such as feed and ferti­
lizer, 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 faclug the complete loss 
of rail services. 

Nationwide, the number of abandon­
ment proceedings before the Interstate 

Commerce Commission has grown trom 
197 In Ma-y of 1974 to 365 today. These 
applications cover more than 7,000 miles 
of track. 

Under the 1973 Rail Services Act, a 
.program of continuation grants was es­
tablished to assist communities In the so­
called Northeast and Midwest Rail Emer­
gency Region to malntaln essential rall 
services. Roughly 4,000 of 7,000 mlles of 
tract now threatened by w!j,nl1olU1llll1t 
are loojl.U!d 1n t.b1s region. Jiowever, MI 
additional 3,000 miles, many of them In 
America's prime agricultural areas, are 
covered by no program of Federal assist­
ance whatsoever. 

In offering legislation today, we are not 
&rgulng that no additional branch lines 
should ever be abandoned. We do not be­
lieve the Federal Government ought to 
help keep every mUe ot track In opera­
tion where more effiCient and economical 
alternatives are avallable. Nevertheless, 
before Utousands ot miles ot 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 a coOmprehenslvp. 

Senate 
report regarding essential rall services 
within the Nation. This report would be 
subject to evaluation and hea.riJ1gs by the 
Rail Services Planning Office. These find­
Ings would then be used by the Office In 
the preparation oOt a detailed informa­
tion survey and report on the Impact 
oOt abandoOnments In states outside the 
rail emergency regiOn. 

If It could be shown that the economic. 
social, 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 ot 
keeping the line In opera.tlon. This assist­
ance would be available nationwide on 
the same basis that It Is now available to 
the rail emergency r egloOn. Our bill 
would authoOrlze an additional $100 mil­
lion to cover the cost of this progrllll1. 

Finally, to provide time for study of 
our rural transportation network and to 
enable State and local governments to 
set up programs to utlli7..e continuation 
grants, our b1ll would provide for a. tem­
porary 2-yea.r moratorium on abandon­
ments oOutslde the NortheasL region. This 
moratorium could be waived whenever 
the a.bandonment request Is not opposed 
by any State, county, oOr municipality 
served by the line. 

Earlier I spoke of the threat to rural 
communities of a total loss of rail serv­
Ice. Where good , all-weather roads do 
not exist. this threat Is especially severe. 
But It Is not just farmt'rs and f arm re­
lated businesses that would suffer t rom 
such action; It Is also the consumer and 
the worker whose very Job may be at 
stake. Fortunately, in the case of Harlem 
Valley Transportation Services against 
Stafford a Federal dlstI'lct court has 
ruled, and the second ci rcuit court has 
affirmed Its finding. that the Intt'rstate 
Commerce Commission must ablrle by 
the National Envlronmen t.al Policy Act 
In assessing the environmenta l elfects of 
Individual applications for abandon-
ment. This Is lin Important step toward 
the thorough evaluatioOn that shOUld take 
place before an abandonment can be 
permitted. The COllgress must, however, 
Insure that this evaluation Includes not 
only the environmental. but also the 
so('ial and economic effects ot such ac­
tion by approving the Rural Rail Pres­
ervation Ilnd Impl'ovement Act. 

Mr. President. I ask unanimous con­
sent that the full text of our bill be 
printed at this point In the RECORD. 

There being no objection, the bill was 
ordered Lo be printed In the RECORD, as 
follows : 

S . 1217 
Be It enact ed by the Sen a te and H ouse 

0/ Represe'l tatt ves 0/ tIl e Ullited States 0/ 
Amertca tn Oongress auembled . That thlH 
o\c t may be cited lUI the " Rurlll Rail PreservlI­
tlon allQ InlprovoOleijt Act" . 

1'I.'f lPff"' · B1'UP IlOS Mi ll I'IlI.ICY 
SIEC. 2. (&) Section 204 of the Jteilional 

Rail Reorgl\nlz..L1o l1 Act or 1073 Is amenqeq 
to read l\8 Collows: 

" REPORTS 

"SEC. 204. (a) PRI:PAKATJON.- (J) Wit hin 
thirty days nfter the dl\te of enactment of 
t his Act . the Secretary shnll pre pare 1\ com­
prehensive report contnlnlng hiM conclusions 
lind recommendations with respect to t he 
geogrnphlc zones wIthin the regIon at and 
be tween which rnll service should be pro­
vided and the criteria upon which su ch con ­
clUlllons and recommendations Bre based : 
and (2) wIthin three hundred days aCter the 
date or enactment of the Rural Rail Preser­
vation and Improvement Act. t he Secretary 
shall prepare 1\ comprehsllslve report con­
tMnlng his conclus ions wIth respect to e88en­
tlnl rail services withIn the Nation In t he 
o.reA ou talde the regLon, and his recomm6l1-
antiollB l\8 to the geogrl\phlc WllAlS at and be-

tween which rnll service should be prOVided. 
The Secrct.a ry ml\Y use 1\8 1\ basis for the 
Identtflcatlon oC Nuch geogrnphlc zones the 
"tamlard metropOlitan statLstlc41 arellS. 
grou pN o f Mu ch l\reaM, counties, or groups ot 
cou n ties having 61mlhtf econom1c character­
Istics su ch as mining, manufl\Cturlng, or 
fa rming. 

.• (b ) SUBMISSION .- Upon completion, the 
Secrctary shall submit the reports require<! 
by subsec tion (a ) of this section to the Office. 
t he Association, tho Governor and puullc 
utllllties commIssion oC cl\clt State stud Ie<! In 
the repor t. locnl govcrnnlents. consumer or­
g- f.L.lllza.tJons . e n v lronnlcll t nl groups. the pub­
lic. tLnd the Congress. The Secretary shnll 
further cause n copy or each report to be 
pu u ll sh ed In the Fe<!ernl RegIster. 

"(c) TRA NSPORTATION POLICY.-Wlthln one 
h undred n.nd eighty dl\Ys after the date of 
e n nctment of the Rural Rail Preservation 
a nd I,"provement Act. the Secretary shall 
furmu lnte nnd sllbmlt t.o Congress 1\ na\. 
tlo n nl tmnspor ! ~tlon polic y. The Secret.ary 
sh n.1I consld~r all relevan t fnctorR In for­
mllla!,ln.,; this national !rnnsportnUon polley. 
Inclmltn!: I.h" need ror coordinated develop­
lllcnt n.nc1 ltnprvvf"nlC"nt o f 1\11 Inodes of t,rn.J\~­

portaUoll , and rocornnlcndntlons ns to the 
priority which should I>e l\sslgne<! to the 
dovolopuU'ut and I1nprovetncnt or C{\.Ch such 
1l1odt' . .. . 

(b) S~(' tlon 205 or such Act Is nmended 
by Ins('l'! .ln~ a t the end thproof the follow­
Ing: 

"(~) OTHER STUDlES.- -Within three hun­
dred dnys arLor the elTect,lvl' dnte of the final 
"ystem ·plnn. Ihe Office shnll . with t.he ""-
8lstanc<' llf the Secretary Rnd the Assocla­
tlon-· 

.. ( I ) s tud y. ~valun.te . and hnld public helll'­
InKS 0 11 t,h e Srcretnry's rf"port on ess(\IlUn.l 
1'0.11 ""nolc .. ' wl thlu thO NI\Uon. which t. re­
quired under sec tion 204(1\) (2) or this tltlc. 

and t.ho Secretnry 's fOfIllulation for f\ na­
Uonal t rnllspuJ"LI\UOIl polley, which 11' re­
quired II nder sec tion 204 (c ) of tills title. 
The Onlce sha ll solicit. study. I\nd eVl\lun.te 
co mn1cnlH, with respec t. to the content of 
Muc h d OC HlllCll ts and t he subjec t nln.ttcr 
thereof, from t he ""mc C1\wgorlcs of per­
son s and govcrnnlents li s ted 111 subsection 
(d ) (I ) o f this section but without any ~eo­
iSrnphlc n.1 liulltuUo n R: und 

"(2) prepnre a detailed Information sur­
\lcy t\nd d etu.lled n.nd con1prchellslvc studies 
wit h respcc t tu Stl\tes outside the re~loll 
coverlll l: t he sumo materll\l required to be 
surveyed I\nd s tudied b y the Association 
wi th respect to thc re.,;lon under section 
202 (1)) of this Act. Including 0. comprehen­
s ive report to.) be suumltted to the Commis­
sion . th e Association. the Sccretn.ry. and the 
Con gress and to be published In the Federal 
Regis ter .... 

RE PORT AN D PARTIAl. M ORATORIUM or 
ABANOON'MENT8 

S F-C" . 3 . Sec tion 304 or tho Reglonl\l Rn.l1 Re­
orgn.nl7.atlon Act of 1073 Is amonded by In­
serting at the end thereor the rollowlng : 

" (g ) REPORT ON ABANDONMENT" AND PAR­
TIAL MORATOR1UM.-The Commission shall 
submi t to the Congress within ninety days 
nfter t he date of enactment of the Rural 
RI\II Preservation and Improvemen t Act a 
comprehensive report on the antiCipated cf­
.fect, Incl Ildlng the environmental Impact, oC 
abando ll lll~ntB In Stat~s outRide the reKlon. 
No " arrl"r s lIbJer.t to part' pf the int" .... tato 
Cornmerce Allt IIlllln IIbandon. during II per,~ 
of soven hundred and thirty days "'ter the 
do.t~ or enn.ctment of such Act. 1\11 or any 
portion of a line of railroad (or operation 
th erMO outside tho region, the abandon­
ment or which Is opposed by nny State, 
cOllnty . or municipality served by thl\t line .... 

EXPANSION OF RAIL BI:RVICP! CONTINUATION 

SUBSJOY AND LOAN AUTHORIZATIONS 

SEC. 4. (8) Subsection (a) of "ectlon 402 ot 
the Rcglonal RI\II Reorgn.nlzatlOn Act of 1973 
Is amended by Inserting after the first 8Cn­
tence tho following : "The operation of rail 
properties with respect to whIch t.he Com­
missio n hR. I .... ued a certificate of abandon­
men t within five YOl\rs prior to the date ot 
enactment of this Act and which remain In 
condition for rail service shn.lt. subject to 
the other provlslollB of this IIOOtlon, be ellgl­
ule Sor such subsidies .... 

(b) Such section 402 Is further amended 
by striking out "In the region" wherever ap­
pearing therein . 

(c) Subsection (I) of 8uch section 402 .. 
amended by striking out .. ,00.000,000" and 
Inserting In lie" thereof .. ,200.000.000". 
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SENATE RESOLUTION 13S-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. Policymaklng 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 shou1d 
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 
figures whose conftrmatlpn by the Sen­
are IS reqwred by law more accountable 
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 t.4iven 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 require. 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 Senate recommended the right to 
the fioor 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 
tm.ughout 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
trodueinll t.oclAV 

Senate 
Nor does ·thiS ·proposal affect the con­

stitutional doctrine of separation of 
powers. The Constitution clearly gives 
the President the power to "require the 
opinion In writing of the principal of­
ficer in each of the executive depart­
ments upon any subject appertaining to 
the duties of their respective offices." 
This proposal 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 pro.posal 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 pl'oposal, the i 

heads of executive departments and 
agencies would be requested to answer 
orally, bolh written and oral questions 
propounded by Members of the Senate. 
Such a question period would occur at 
least once.every week when the Senate is 
in seSSion, 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 I 
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 ques­
tion. The RutlS Committee will deter­
mine the dates and length of time 01 
each question period, and w1ll 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 subjeot-mat­
tel' areas, anyone question period shall 
be taken up by questions approved by 
one commJttee. 
.. 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 questions. 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 RECORD, and the pro­
ceedings of the question p-eriod will be 
printed in the RECORD. 

In addition, the resolution provides 
that question period proceedings may be 
televised and broadcast 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 
dissemination of the proceedings con­
ducted under prOvisions of this resolu­
tion. 

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 un1ty It needs and the collective wis­
dom It shou~d have, a.s long as the responsible 
men at both ends of Pennsylvania Avenue 
deal with one another suspiciously and at 
arm's.length. 

That remar.k remains true today. Never 
has there been a greater need for a regu­
larized procedure during which Congress 
can question the pollcies of the executive 

branch, and the executive branch's re­
sponsible officers can defend their pro­
posals and actions. Essential to this proc­
ess is its openness. In contrast to con­
gressional investigative committees, the 
entire Senate-not just a few Senators­
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 PreSident, a question hour could 
subtly alter the balance of his personal power 
both as e.ga1nst his cabinet, whose members 
would have the chance to acquire new vis­
Ibility and develop their own relationships 
with Congress and the electorate, and l\8 

against Congress, which would have the op­
portunity of playing off his own cabinet 
against him. 

This legislation is no~ without risks. It 
will mean a rearrangement of institu­
tional relationships whose consequences 
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 scrutinize 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 omcers­
rather than White House staff-to 
formulate poncy 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 90vernment may con­
tinue to erode. And as the late Adlai 
Stevenson noted: 



Publlc confidence In the Integrlty of the 
government Is lndlspenslble to faith In 
democracy; and when we lose faith In the 
system we have lost faith In everything we 
fight for. 

We must begin restoration of this pub­
lic 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 confUct. to advance tp.e 
publlc weal. and thus stimulate their ablll­
ties and their 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 RECORD at the conclusion 
of my remarks. 

There being no objection. the resolu­
tion was ordered to be printed in the 
RECORD, as follows: 

S. RES . 136 
Resolved, That 'rUle X of the Standing 

Rules of the Senate Is amended by adding 
at the end thereof the following new 
paragraph: 

"3. There shall be held In the Senate. on 
BIt least one day In anyone calendar week 
In which the Senate Is In seSSion, a question 
and report perlod, which shall not consume 
more than two hours. during which heads 
of each d.epartment, agency or Independent 
Instrumental1ty within the Executive branch 
are requested to answer orally, written and 
'oral questions propounded by Members of 
the Senate. Each written question shall be 
submitted In triplicate to the committee 
having Jurisdiction Of. the subJeot matter of 
such question, and, If approved by such 
co=lttee. one copy shall be transmitted 
to th~ 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 wltl1 
a request for allotment of time In a ques­
tion perlod to answer such question. Sub­
ject to the l1m1tatlons prescribed In this 
paragraph, the Committee on Rules and Ad­
ministration shall determine the date for, 
and the length of time of, each question 
period and shall allot the time In each ques­
tion period to the head of a department, 
agency or· Instrumentality who has Indicated 
to the co=lttee his readiness to del1ver 
oral answers to the questions transmitted 
to him. All wrltt.en questions propounded In 
anyone question period shall be approved by 
one co=lttee. The latter hal! of each ques­
tion period shall be reserved for oral ques­
tions which shall be germane to the subject 
matter of the written questiOns by Members 
of the Senate, one-hal! of such time to be 
controlled by the chairman of the committee 
which has approved the written questions 
propounded In such question perlod and one­
half by the ranking minority member of such 
committee. The time of each question period 
and the wrltten questions 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 period 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 approprlate arrangements and 
establish appropriate procedures for provld: 
lng such coverage." 
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By Mr. MONDALE: 

S. 1677. A bill to amend chapter ·23 of 
the Internal 'Revenue. Code of 1954-re­
lating ~ the Federal Unemployment Tax 
.Act-to provide {or -the eUgibility of 
school .teachers for unemployment in­
:;l1r8.llce under the unemployment insur­
ance program. Referred to , the Commit­
tee on Pinance. 

Mr. MONDALE. Mr. President, I am 
today introducing ~tion designed 
to remove an inexcusable inequit¥ in our 
Federal-State unemploFDlent compen­
sation system. The billt:wh!ch I am proud 
to introduce would ~ teachers w1~ 
the unemployment compensation. sys­
~. 

The . unemployment compensation 
syst.em in this country 1s designed as a 
cooperative effort between the Federal. 

. Govel'DlJleIlt and the JOvemments of the 
S~tes. As a general tJ,lle,. the Federal 
legislation -embodying ': the . system re­
quires the States to equal or exceed spe­
Cifically ,pescr1bed F!e{ieral r-equirements 
in order to partici~~. 

'Ohder present law, the States are given 
the ,o'ptio~ to include non-;Fe<ieral em­
ployees in the. unem~loyment compen­
sation system. Unfortunately, coverage 
has not been generously forthCQlIling. 

Only 8 Sta~, including- Minnesota, 
proVide mandatory coverage for teach­
ers: Although 24 states ~w 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 fla­
cally. dependent upOn hi&h~)' , IegJslatlve 
bodies, teachers must convince the schqol 
d1s~ct plus one or %Jlore legi.slaijve 
bodies of the desirability of coverage. 

Most unfortunate of &:U, 17 States pro­
vide for neither mandatory nor volun-

• tarY,- coverage of teach~. 
, 'Ule Supreme Court of the United 

States h:aa said: . 
• Today. education 18 perhaps the most im­
portant tunctlon ot sta~ 'and loeal govern­
ments. . . . It I.s required iIi the perform­
ance of our most bastc public responsibili­
ties. ' . . . It 18 the very fOundation ot good 
cttlzenshtp. Today It 18 a princtpal Instru­
ment in aWakening the chll4 to eultural 
values. In preparing him ,tor later profes­
sional training. and In helping hlJh to adjust 
normally to his environment. tn these days, 
It is doubtful that any child may reaaonably 
be expected to succeed In Ute it he 18 den1ed 
the opportunity ot an education • . 

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

It is, after aU. the teacher ·who serves 
as ,the vehicle for the, transmission of this 
important input tnto the l1ves ' 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 hoUl'S 

- Qf the day. .,. 
~ teacher Is, 1ti short, an indispen­

sable publ1c servant, performing a vitally 
'important professIonal function. The 
work performed by teachera.1s as impor­
tant as that performed by ,any aroup of 
our society. , 

It is, therefore botti' unwise and unfair 
to Jlreat the teacher as a. second-class 
~ when. he oJ'· she, .through no per­
.-J' fault. falls . v1ctim. ~to jmemploy.-
~ .. : 1_,1 •• . ;_..c. .. :_~ .... ~ ,"-", • ~. -

h· ···Senate 
Mr. President, teachers are not escap­

I.(lg the ' etrects of oui' 'current economk 
problems. Several years ago ~chers 
wer~ part of a bo9mingjob market, There 
were not enough teachers to fill the 
enormous need. Today, however, tei.eh-
1ng positions are very, very hard to find. 
Many experienced, · quaUfted tes.cbers 
have been laid off and' are unable to 1lnd 
new. employment. Recent 'graduates are 
enterini the market with no prospect tor 
employment. . ' 

These · people want to teach, they are 
trained to teach, but the employment 
situation 1s desperate. The OfJlce of Ed­
ucation estimates that, within the next 
5 years, there w1ll be a Na~onw1de re­
duction of 80,000 teaching jobs. 

Mr. President, we must not ign,ore th1s 
important segment of our society when 
they fall vIctim to unemployment. We 
must help teacl:lers over periods of eco­
nomic adversity as we help others. 

It ia estimated that, of the 2.2 m11Uon 
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 
CurftntIy receiving unemployment com-
llemation benefits. ' -

We should-we must.--<:ontinue this 
Orogl1lJD during our current period of 
high unemployment. However, we musi 
also think ahead, toward basic re!onn·of 
our unemployment . compensation sys­
tem. The legislation I am introducing to­
day is designed to do just that. 
. Unemployment insurance is a JlIed,eral­
State System designed to provide tempo­
rary wage-loss compensation to workers 

, as protection against the economic haz· 
ards of unemployment. Funds accumu­
lated from taxes on wages dqring perI6ds 
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 1$ 
lookiOg for work, the benefit payments 
help .maintain purchasing power 
throUghout ~he economy and cushion the 
shock of unemployment on the economy. 
In ac1dition to helping the worker, the 
p~ ia designed tQ help ·the entire 
economy, helping to prevent an.economic 
downturn from gathering momentum 
and forcing further declines in consw'ner! 
purchasing power. The benefits are' 
~ountercycUcal in effect and help to pre­
vent unemployment from spreading and 
lasting a longer time. . 

Thus, Mr. President, not only does the 
importance ot the teachlrtg profession 
dictate inclusion' of educa.tors in OUl'l 
Unemployment Qompensatlon System, 
the basic rationale of the System dictates 
incluslon. ' 
~J President, I continue to advocate 

broad' . refonn of the UnemploydlentJ 
Compensation System. AccordinglY, I ' 
will 8l)Oftl~'- intr~uce a much b~der; 
bW OI! tJ1l4 8~jec~ 1nclud1Di re4>~ 011 
~ ,.~t4,-;ot .\he, 8yQem-:-4W' .. ' 

I,:.. !" 

, j 

.. 
tion; eUgibiUty, benefit amounts, ~d 'the 
Wee. '.' ".' I, 

The le~le.tion I am. Introducing tobI 
aims at a sPec1ftc Jneqwty. 1 am ~opefUl 
that it will sem'as a vehiale for the aen­
ate to focua ori this problem. 

I ask unanimous 'consent that;the text 
of the bill be -printed in .the t .RacORD, 
at this pOint. ' 

There belng 'lio ObjectiOl}," the bill was 
ordered ·to be prmted i~ the R.coan, 
as foUows: 

• S. 1677 
Be it mGCtecl fI, ~he ~ffl4tj , GIld Hocue 

01 BepreutltGttvu 01 tn..., Un,iUct StAUS oj 
America- ill Ccn&gT'" 4U""blecl. 

SJ:CTIOlf 1. ThJa Act m&1 be cited- .. . Uw 
"Scll.ool 'l'Uchera' Unemployment IDaurt.nce 
Act." . . • 

SEC. 2. (a) Seetlon 3304(a) (6) (A) of tlle 
Internal Revenue Code of 1954 18 ' ameD4ed 
by str1k1.n3 out , the Word "higher" In eacb. 
Instance in wblch the. word appeara th'ereln 
1mmedl&tely pre~ the worc1 "education" 
In the aUbparli.graph. 

(b) Section. alIq6(a) 1)t such Codtl~· tur.:­
ther""amend8l1 by strllt1ng out, In paracraph 
(12) ot such subseCtion, the . WQrds .rand 
Instltutioll! ot 'h~~ edu~on (as ~etined 
in section 3309 (d)" wherp such W<lrda 8l?pear 
therein ~~tely , preged.l.ug the words 
~'operated by such pOlitical subdivIsiOns," , 

(c) "cti~ 33OII. ot the lnternal R41"nue 
Oocle ot 1954 Ia ·amended by- . 

(1) stI1kln& out , the wonl"'hlgher" where 
suoh wo~ ~- 1mmedlate~y preceding 
the word "eduoat1Qn" Itl. 8Ubaectl()~ . (a) n) 
(8); " " 

(2) str~ng, out p~ph (3) ~f subsec­
tion (b) ~ ~ecl4!Bt&nating .paragraphl (~), 
(6) and (6) ·ot 8U'lh subsection as pan.­
l(I'&phs 3,. (4), aDd (6) • . respeotlvely; · 

(3) aomencU.na 8ubllfCtion (d) to read as 
tollows: . ' 

"(d) DJcrn(JTIOj!IJ OF INSTITUTION or ED17-
CATION .-~ ; P\B'P<llMB ot thl& section. the 
term "lDlltlltutlon . at ~ucailon" means an 
ectucatiotl&l tnstltutlon In any Sta~_ 

"( 1) w*n 9«era Weschoel. el4tmllntary or 
secondarJ ed~catlOll or occupational tn.ln­
ing,_(e_pt that the, term shall not lI\Cludli 
any day -carll center th .. t provides 'p~oml­
'nantly cust9d1al aerv1ce) and 18 a publ1e tn-
slltutlon, or .' . . 

"(2) .which Ia an IDlltltution ()f h1Iber edu-
cation anA wblch . . 

"(a) adm1te-.. resular students only Indi­
vidual. havtJIC a cert1Acate ot smduatlon 
from a high lIChool, or the recogn1llecl equiV­
alent of such &~-te: . 

"(b) Ia 1epUy I'utborlzed ~th1n. such 
State to provide a program ot education 
beyond high lChool; ' . ' . 

"(.c) provides an <educatlonal prqrrr,m for 
which It awards a ~helor's or lIlg»>r degree. 
or provldeta a prQII'&Jll which Ia .aqceptable 
tor tull credit toward 8uch a clegree. or"olfers 
a program of tratn1ng to prepare students 
for giuntql , .~ploJ1Dent ·in .. recosnlzed oC-
cupation; .aDd '. . ' '. 

" (d) Ia .... Slub11c or .oth8f nonprotlt.1I1i1tlta-
1;lon." .· .' , 

SEC. 3:1 .. ) tli. ¢apttona of seetl6n .aSOil of 
'the IntetllAl.ltevetlu-e. Oode 19M I.s 'amended 
to read as foUO,..! 
"STAB ~w co~o. PI' cia'l'AIN SD~ R!7 
, J'oalOD ' 2of NONPIIOFlT a.aAJ(IZATJolfS; IN-

sTlT'OTIOlf& 01'_ KDJ1CATtON AND STAD ;HOS-
prr.U.s " : . 
(b) The, table ot ~DII tOr 'Ohapter 23 01 

the Intltl'I\&l Bevenua Cod!!! o~ 1954. 1! 
amendect·by stI1!lIng out thtt.1tem retatin&. to 
sectlon 3809,-aD.d lnI!ertinl Iv. Ueu ~reof '*I1e 
folloWing': , , , . ". . " 

"s.c. 33419.. Sti&te law eoverap Qt oerta1IJ 
.-viC!118 <~,,~ ,tOil ~t orpDlIa' 
tloQl, In.8mutlQoa oI ·~ ....... 
~lt1ia;.'t_;~ ,: \, ~:t:.. ·rl"~n,t· !."' ''~'!''Yt+t · ',' 



a.c.4. Sect1on-8303(f) of the Intern~l Rev­
enue Code ot 1954 Is amended by in.serUq 
ilJ1Dl8d1ately after ','January I, 1969," in I\aOb 
subSection "or,in the case ot an orgimliatlon 
or group 01 orgimlllla't10ml to which section 
section 8309 (a) (I) (A) applies as the reault 
ot amendments made by the School Teacher. 
Oneiaployment Insurance Act, January 1. 
1972." 

Sile. 6. (a) The amellC1m8nts m,ade by sec· 
tions 2, 3 and " shall apply with respect to 
cert111catlons of State laws tor 1917 and sub­
sequent taxable years. but only with reSpect 
to Iel"Vlce perfOrmed atter Dpcember 31, 1976. 

(b) Sectlon 8304(a) (6) ot the Internal 
Revenue Code ot 19M (as amended by tlita 
Act) Btlall not be a requirement tor ~e state 
lIIw ot any State pl10r w 'July 1. 19'17. It the 
leIMI&ture of such State does not meet in • 
rtIIIIlar _lon wblch c10Be11 4~ the 
.... ~ year 1978. , I . 
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