
Calendar No. 389
89TH CONGRESS SENATE REPT. 404

1st Session I NA Part I{Rt

SOCIAL SECURITY AMENDMENTS
OF 1965

REPORT
OF THB

COMMITTEE ON FINANCE
UNITED STATES SENATE

TO ACCOMPANY

H.R. 6675
TO PROVIDE A HOSPITAL INSURANCE PROGRAM FOR
THE AGED UNDER THE SOCIAL SECURITY ACT WITH
A SUPPLEMENTARY HEALTH BENEFITS PROGRAM
AND AN EXPANDED PROGRAM OF MEDICAL ASSIST-
ANCE, TO INCREASE BENEFITS UNDER THE OLD-AGE,
.SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
TO IMPROVE THE FEDERAL-STATE PUBLIC ASSLST-

ANCE PROGRAMS, AND FOR OTHER PURPOSES
TOETHE WITH

INDIVIDUAL, ADDITIONAL, AND
SUPPLEMENTAL VIEWS

PART I

JUNE 30 (legislative day, JUNE 29), 1965.-Ordered to be printed

49-648
U.S. GOVERNMENT PRINTING OFFICE

WASHINGTON: 1966





CONTENTS
PART I

Page
I. Brief summary--------- 2

II. Principal provisions of the bil ------------------------- 4
A. Health insurance and medical care for the aged------- 4

1. Basic plan-hospital insurance------------------- 4
2. Voluntary supplementary insurance plan----------- 7
3. Improvement and extension of Kerr-Mills medical as-

sistance program----------------------------- 9
4. Cost of health care plans -------------------- - 11

B. Child health and welfare amendments-------------------- 11
C. Old-age, survivors, and disability insurance provisions------- 12

1. Benefit changes -------------------------------- 12
(a) 7 percent across-the-board increase in old-age,

survivors, and disability insurance benefits- 12
(b) Payment of child's insurance benefits to chil-

dren attending school or college after attain-

(c) Benefits for widows at age 60--------------- 13
(d Amendment of disability program----------- 13
e Benefits to certain persons at age 72 or over - 14

(f) Retirement test------------------------- 16
() Wife's or widow's benefits for divorced women 16
()Continuation of widow's or widower's insur-

ance benefits after remarriage------------ 16
(i) Adoption of child by retired worker--------- 16
(j) Definition of child ----------------------- 17

2. Coverage changes------------------------------ 17
(a) Physicians and interns ---.---------------- 17
(b) Farmers------------ ------------------ 17
(c) Cash tips .---------------------------- 17
(d) State and local government employees------- 17
(e) Exemption of certain religious sects--------- 17
(f) Nonprofit organizations ------------------ 18
() District of Columbia employees------------- 18
() Ministers ------------------------------- 1

3. Misceaneous--------------------------------- 18
(a) Filing of proof--------------------------- 18
(b) Automatic recomputation of benefits------- 18
(c) Military wage credits--------------------- 18
(d) Extension of life of applications------------- 18
(e) Overpayments and underpayments---------- 18
(f) Authorization for one spouse to cash a joint

check------------------------------ 18
(g) Attorney's fes ------------------------ 19
(h) Tax on certain corporations ---------------- 19
(i) Waiver of 1-year marriage requirement----- 19

4. Financing of OASDI amendments------------------ 19
5. Additional benefits in the first full year, 1966------- 20

D. Public assistance amendments------------------------- 20
1. Increased assistance payments-------------------- 20
2. Tubercular and mental patients-------------- --- 20
3. Aid to families with dependent children in school - - - - 21
4. Protective payments to third persons-------------- 21
5. Income, exemptions under public assistance --.--.- 21

a) Old-age asistance- ----------------------- 21
b) Aid to families with dependent children ----- 21
c) Aid to tho permanently and totally disabled.- 21
d) Old-age and survivors insurance (Senate in-

-------e)-------------------- ------- 21
(e) Economic Opportunity Act earning exemp-

tion ------------------------------ 21
(): Income exempt under another assistance pro-

gram----------------------------------22
6. Definition of medical assistance for the aged--------- 22
7. Judicial review of State plan denials---------------- 22

]Ix



CONTENTS

III. General discussion of provisions showing differences from House bill -

A. Health care ----,-------------------------.--
1. Basic plan-hospital insurance, etc----------..---

(a) Eligibility for protection under the basic plan.
(b) Benefits---------------

(1) Inpatient hospital benefits----_
(2) Posthospital extended care benefits-
(3) Posthospital home health care bene-

fits
(4) Outpatient hospital diagnostic bene-

fits-----------------------.--.
(c) Method of payment -----.-------..--_---
(d) Financing -----------..- ---------,..---
(e) Coverage of railroad workers-------

2. Voluntary supplementary plan-_.
(a) Eligibility and enrollment under the volun-

tary supplementary plan --------

(b) Benefits under the voluntary supplementary
plan--------

(c) Method of payment under the voluntary
supplementary plan-- -----------.....-

(d) Financing-- -----------------------.
3. General provisions relating to the basic and volun-

tary supplementary plans ---------_
(a) Conditions and limitations on payment for

services ----------------- ..-----....---

(1) Physicians' role --------

(2) Utilization review ---------

(b) Exclusions from coverage -----
(c) Administration of health insurance provi-

sions----------------------------
(1) Advisory and review groups ------

(2) Conditions of participation -----.--
(3) Agreements to participate---
(4) Role of the States -------

(5) Role of public or private organiza-
tions ;------ --;.- ------------

(6) Appeals------------.....__ .--._a4. Actuarial-cost estimates for the hospital insurance
system--------------------------------.-

(a)- Summary of actuarial cost estimates..---
(b) Financing policy ---------------------_-

(1) Financing basis of committee-
approved bill -----------------

(2) Self-supporting nature of system.--

(3) Actuarial soundness of system.. - - - -

(c) Hospitalization data and assumptions -----
(1) Past increases in hospital costs and

in earnings------------
(2) Assumptions underlying original cost

estimates for the administration's
bill, H.R. 3920 and S. 880, 88th
Congress (the King-Anderson bill).

(3) Alternative assumptions for hos-
pitalization-benefits costestimates.

(4) Assumptions underlying original cost
estimates for the administration's
bill, H.R. 1 and S. 1, 89th Congress
(the King-Anderson bill) -------

(5) Assumptions as to relative trends of
hospitalization costs and earnings
underlying cost estimate for com-
mittee-approved bill and for
House-approved bill, H. R. 6675-- 62

IV

Page
23
23
24
24
26
26
30

32

34
35
37
38
39

39

41

43
44

46

46
46
47
48

49
50
50
50
51

52
54

55
55
56

56
57
57
57

57

59

60

61



CONTENTS

III. General discussion of provisions, etc.-Continued
A. Health care-Continued

4..Actuarial cost estimates for the hospital insurance
system-Continued

(c) Hospitalization data and assumptions--
(6) Assumptions as to hospital utiliza-

tion rates underlying cost esti-
-mates for committee-approved bill
and for House-approved bill, H. R. Page
6675 -------------------- 62

(7) Assumptions as to hospital per diem
rates underlying cost estimates for
House-approved bill and for com-
mittee-approved bill, H.R. 6675-- 63

(d) Results of cost estimates---.-----------.... 63
(1) Summary of cost estimates for H.R.

1 and S. 1, 89th Congress, under
various cost assumptions-------- 63

(2) Level-costs of hospital and related
benefits--------------------- 65

(3) Number of persons protected on
July 1, 1966- -------------- 66

(4) Future operations of hospital insur-
ance trust fund---------------- 67

(e) Cost estimate for hospital benefits for non-
insured persons paid from general funds. 69

5. Actuarial cost estimates for the voluntary supplemen-
tary medical insurance system------ ---------- 70

(a) Summary of actuarial cost estimates -------- 70
(b) Financing policy------------------------ 70

(1) Self-suporting nature of system -. 70
(2) Atuaral soundness of system------ 71

(c) Results of cost estimates----------------- 71
(1) Cost assumptions- ----------- 71
2) Short-range operations of supple-

mentary medical insurance trust
fund---- --- ------------ 72

6. Improvement and extension of Kerr-Mills medical
assistance program----------- -------------- 73

(a) Background--- ------ -------------- 73
(b) State plan requirements-- -------------- 74

(1) Standard provisions------------ 74
(2) Additions to standard provisions-.. 75

(c) Eligibility for medical assistance -------- 77
(d) Determination of need for medical assistance. 77
(e) Scope and definition of medical services---- 80

( Other conditions for plan approval--------- 82
Financing of medical assistance--------- 83i) Miscellaneous provisions----------------- 85

(T) Cost of medical astance------------- 85
B. Child health and welfare amendments ------------------ 86

1. Summary of committee action---------------- 86
(a) Maternal and child health services- -------- 87
(b) Crippled children's services-------------- 87
(c) Child welfare services--------------- 87
(d) Training of professional personnel for the care

of crippled children---- ----------- 88
(e) Payment for inpatient hospital services----- 88
(f) Special project grants for low-income school

and preschool children- - ---- . 89
2. Costs of improvements in maternal and child health

and crippled children's programs----- -------- 91
C. Implementation of mental retardation planning------------ 94

V



CONTiNTS

III. General discussion of provisions, etc.-Continued Page
D. Old-age, survivors, and disability insurance provisions------ 95

1. Seven-percent increase in benefits ------------- 95
2. Payment of child's insurance benefits to children

attending school or college after attainment of age
18 and up to age 22-------------------------- 96

3. Benefits for widows at age 60--------------------- 97
4. Amendments of disability program---------------- 98

(a) Elimination of the long-continued and in-
definite duration requirement from the'
definition of disability ----------------- 98

(b) Reduction of disability benefits on account of
receipt of workmen's compensation bene-
fits--------------------------------- 100

(c) Payment of child's insurance benefits to
children disabled after 18 and before
reaching age 22---------------------- 102

(d) Payment of disability insurance benefits after
entitlement to other monthly insurance
benefits------------------------------ 102

(e) Increase in allocation to disability insurance
trust fund-------------------------- 102

(f) Payment from the trust funds for costs of
vocational rehabilitation services furnished
to disability insurance beneficiaries------- 103

(g) Facilitating disability determinations------- 104
5. Payment of benefits to certain people aged 72 or over

who are not otherwise insured ------------------ 105
6. Liberalization in the retirement test---------------- 106
7. Wife's and widow's benefits for divorced women----- 107
8. Adoption of a child by retired worker-.------------- 108
9. Continuation of widow's and widower's insurance

benefits after remarriage----------------------- 109
10. Definition of child ------------------------------ 109
11. Definition of wife, widow, husband, and widower ---- 110
12. Coverage extensions and modifications------------- 111

(a) Coverage of self-employed physicians and
interns----------------------------- 111

(b) Computation of self-employment income from
agriculture -------------------------- 112

(c) Coverage of tips------------------------ 112
(d) Coverage provisions applying to employees

of States and localities----------------- 112
(1) Addition of Alaska to the States which

may provide coverage through di-
vision of retirement systems ---- 112

(2) Facilitating coverage under the pro-
vision for division of State and
local government retirement sys-
tems .---------..----------- 113

(3) Coverage for certain additional hos-
pital employees in California---- 114

(4) Retirement systems in the State of
Maine----------------------- 114

(5) Exclusion from coverage of certain
students in Iowa and North Da-
kota ------------------------, 115

(e) Tax exemption for members of a religious
group opposed to insurance------------- 115

(f) Additional retroactive coverage of nonprofit
organizations, and validation of coverage
of certain employees of such organiza-
tions---- ------------------------ 116

(g) Coverage of certain employees of the Dis-
trict of Columbia--------------------- 118

(h) Validation of coverage of certain ministers - 118

VI



CONTENTS

II. General discussion of provisions, eto.-Continued
D. Old-age survivors, and disability insurance provisions-Con. Page

13. Miscellaneous -------------------------------- 119
(a) Extension of period for filing proof of support

and application for lump-sum death pay-
ment ------------------------------ 119

(b) Automatic recomputation of benefits------- 119
(c) Reimbursement of the trust funds for the cost

of military service credits -------------- 120
(d) Extensions of life of application and determi-

nation of disability------------------- 120
(1) Life of applications--------------- 120

(c) Overpayments and underpayments--------- 121
(1) Recovery of overpayments-------. 121
2 Waiver of recovery--------------121
3) Settlement of underpayments------ 121

(I) Authorization for one spouse to cash a joint
check------------------------------ 121

(g) Determination of attorney's fees in court
proceedings-------------------------- 122

14. Financing provisions--------------------------- 122
(a) Increase in the contribution and benefit base. 122
(b) Changes in the contribution rates---------- 123

15. Advisory Council on Social Security-------------- 124
10. Actuarial cost estimates for the old-age, survivors, and

disability insurance system--------------------- 124
(a) Summary of actuarial cost estimates------- 124
(b) Financing policy------------------------ 125

(1) Contribution rate schedule for old-
age, survivors, and disability in-
surance in committee-approved bill- 125

2) Self-supporting nature of system-... 126
(3 Actuarial soundness of system---- 126

(c) Basic assumptions for cost estimates-------- 127
(1) General basis for long-range cost

- estimates--------------------- 127
(2) Measurement of costs in relation to

taxable payroll----------------- 128
(3) General basis for short-range cost

estimates--------------------- 128
(4) Level-cost concept--------------- 128
(5) Future earnings assumptions------- 129
(6) Interrelationship with railroad retire-

ment system------------------ 130
(7) Reimbursement for costs of military

service wage credits ----------- 130
(d) Actuarial balance of program in past years-- 130

(1) Status after enactment of 1952 act.. 130
2) Status after enactment of 1954 act. 132

Status after enactment of 1956 act.. 132
Status after enactment of 1958 act-. 132

) Status after enactment of 1960 act.. 132
(6) Status after enactment of 1961 act-. 133

(e) Intermediate cost estimates.-----------. 133
(1) Purposes of intermediate-cost esti-

mates..---------- ------------- 133
2 Interest rate used in cost estimates- 134

Actuarial balance of OASDI system. 134
Level-costs of benefits, by type----- 136

(5 OASI income and outgo in near
future---------------------- 137

(6) DI income and outgo in near future- 137
7) Increases in benefit disbursements in

1966, by cause----------------- 138
(8) Long-range operations of OASI trust

fund------ ---------- 138
(9) Long-range operations of DI trust

fund-------- --------- 140

vI



CONTENTS

iII. General discussion of provisions, etc.-Continued
D. Old-age, survivors, and disability insurance provisions-Con-

tinued
16. Actuarial cost estimates for the old-age, survivors,

aad disability insurance systems-Continued Page
(f) Cost estimates on range basis------------- 141

(1) Long-range operations of trust funds- 141
2) Benefit costs in future years relative

to taxable payroll-------------- 143
E. Public assistance amendments -------------------------- 143

1. Increased Federal payments under public assistance
titles---- ------------- 143

2. Removal of limitations on Federal participation in
assistance to aged individuals with tuberculosis or
mental diseases---------------------------- 144

3. Aid to families with dependent children in school---- 147
4. Protective payments --------------------------- 147
5. Disregarding certain earnings in determining need

under public assistance programs--------------- 148
(a) Old-age assistance----------------------- 148b) Aid to families with dependent children----- 149
(c) Aid to the permanently and totally disabled- 149
(d) OASDI benefit increase attributable to retro-

active effective date---------------- 149
(e) Economic Opportunity Act--------149
(f) Income exempt under another assistance pro-

gram ------------------------------- 150
6. Administrative and judicial review of certain admin-

istrative determinations----------------------- 150
7. Maintenance of State effort---------------------- 151
8. Amendment to definition of medical assistance for the

aged -------------------------------------- 152
9. Costs of increases in the public assistance matching

formulas---------------------------------- 152
F. Medical expenses----------------------------------- 154

1. Provisions of the House bill approved-------------- 154
2. Provisions of the House bill deleted---------------- 155

G. Miscellaneous provisions --------------------- -- 155
1. Optometrists--------------------------------- 155
2. Additional Under Secretary and Assistant Secretaries

of the Department of Health, Education, and Wel-
fare------------ -- ---------------- 155

3. Need for additional supergrades------------------- 156
IV. Section-by-section analysis of the bill -------------------------- 157

Individual views---------------------------------------- - 275
Supplemental views----------------------- ---------------- 277

Summary tables of OASDI and hospital insurance tax rates, estimated
aggregate taxes, and amount of combined tax on employer and employee
at maximum earning level--------- --- ------------------- 283

Summary table of full year benefit costs, number of persons affected, and
effective date of items with cost importance in H. R. 6675, Committee on
Finance version ------------.-------------------------------- 288

PART H
Changes in existing law---- ------------------------------------

vMi

289



Calendar No. 389
89TH CONGRESS

1st Session
SENATE { REPT. 404

Part I

SOCIAL SECURITY AMENDMENTS OF 1965

JUNE 30 (legislative day JUNE 29), 1965.-Ordered to be printed

Mr. LONG of Louisiana, from the Committee on Finance, submitted
the following

REPORT

together with

INDIVIDUAL, ADDITIONAL AND SUPPLEMENTAL VIEWS

[To accompany H.R. 6675]

The Committee on Finance, to whom was referred the bill (H.R.
6675) to provide a hospital insurance program for the aged under
the Social Security Act with a supplementary health benefits program
and an expanded program of medical assistance, to increase benefits
under the old-age, survivors, and disability insurance system, to
improve the Federal-State public assistance programs, and for other
purposes, having considered the same, report favorably thereon
with amendments and recommend that the bill do pass.
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PART I
I. BRIEF SUMMARY

The overall purpose of H.R. 6675 is as follows:
First, to provide a coordinated approach for health insurance and

medical care for the aged under the Social Security Act by estab-
lishing three new health care programs: (1) a compulsory hospital-
based program for the aged; (2) a voluntary supplementary plan to
provide physicians' and other supplementary health services for the
aged; and (3) an expanded medical assistance program for the needy
and medically'needy aged, blind, disabled, and families with dependent
children.

Second, to expand the services for maternal and child health, crip-
pled children, child welfare, and the mentally retarded, and to estab-
lish a 5-year program of "special project grants" to provide compre-
hensive health care and services for needy children (including those
who are emotionally disturbed) of school age or preschool age.

Third, to revise and improve the benefit and coverage provisions and
the financing structure of the Federal old-age, survivors, and disability
insurance system by-(1) increasing benefits by 7 percent across the board with a

$4 minimum increase for a worker who retired at age 65 or
older;

(2) continuing benefits to age 22 for children attending school;
(3) providing actuarially reduced benefits for widows at age

60;
(4) liberalizing the definition of disability, providing disabled

child's benefits with respect to disability before age 22, providing
rehabilitation services for disabled workers, and facilitating deter-
minations of disability;

(5) limiting the duplication of disability benefits and those
under workmen's compensation;

(6) paying benefits on a transitional basis to certain persons
currently 72 or over who are now ineligible;
- (7) increasing the amount an individual ic permitted to earn
without losing benefits;

(8) amending the coverage provisions by-
(a) including self-employed physicians;
(b) covering cash tips on a self-employment basis;
(c) liberalizing the income treatment for self-employed

farmers;
(d) improving certain State and local coverage provisions;
(e) exempting certain religious groups opposed to insur-

ance;
(9) revising the tax schedule and the earnings base so as to

fully finance the changes made; and
(10) making other miscellaneous improvements.

Fourth, to improve and expand the public assistance programs by-
(1) increasing the Federal matching share for cash payments

2



SOCIAL SECURITY AMENDMENTS OF 1965

for the needy aged, blind, disabled, and families with dependent
children;

(2) eliminating limitations on Federal participation in public
assistance to aged individuals in tuberculosis and mental disease
hospitals under certain conditions;

(3) affording the States broader latitude in disregarding cer-
tain earnings in determining need for recipients of public assist-
ance; and

(4) making other improvements in the public assistance titles
of the Social Security Act.

The scope of the protection provided is broadly as follows:
Health insurance and medical care for the needy

(1) Basic hospital plan.-It is estimated that approximately 17
million insured individuals and 2 million uninsured would qualify on
July 1, 1966.

(2) oluntary supplementary plan.-It is estimated that of the total
eligible aged of 19 million, from 80 to 95 percent would participate,
which would mean approximately 15 to 18 million individuals would
be involved.

(3) Medical assistanceJfor needy.-The expanded medical assistance
(Kerr-Mills) program is estimated to provide new or increased medi-
cal assistance to about 8 million needy persons during an early year
of operation. States could, in the future, provide aid to as many as
twice this number who need help with medical costs.
Old-age, survivors, and disability insurance

It is estimated that the number of persons affected immediately by
the major changes in this title would be as follows:

Number of
Proovson ~- peron

7-percent benefit increase ($4 minimum in primary benefit) ------- 20, 000, 000
Reduced age for widows---.------------- .--------------------- 185, 000
Reduction in eligibility requirement for certain persons aged 72 or
over------------------------------------------------- 355,000

Modification of definition of disability--------------------------- 60, 000
Improvements in benefits for children, total---------------------- 335, 000

Child's benefits to age 22 if in school---------------------- 295,000
Benefits for children disabled after 18 and before age 22------- 20, 000
Broadened definition of child---------------------------- 20, 000

Liberalization of disability definition, workers and dependents----- 60, 000
Liberalization of retirement test, persons------------------------ 850, 000
Public assistance

It is estimated that some 7.2 million persons will be eligible for
increased cash payments under the Federal-State matching programs.
Moreover, it is estimated that 130,000 aged persons in mental and
tuberculosis hospitals will potentially be eligible for payments because
of the removal of the exclusion of these types of institutions from
matching under the public assistance programs.

3
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II. PRINCIPAL PROVISIONS OF THE BILL

A. HEALTH INSURANCE AND MEDICAL CARE FOR THE AGED

The committee's bill would add a new title XVIII to the Social
Security Act providing two related health insurance programs for
persons 65 or over:

(1) A basic plan in part A providing protection against the
costs of hospital and related care; and

(2) A voluntary supplementary plan in part B providing pro-
tection against the costs of physicians' services and other medical
and health services to cover certain areas not covered by the
basic plan.

The basic plan would be financed through a separate payroll tax
and separate trust fund. The plan would be actuarially sound
under conservative cost assumptions. Benefits for persons currently
over 65 who are not insured under the social security and railroad
retirement systems would be financed out of Federal general revenues.

Enrollment in the supplementary plan would be voluntary and
would be financed by a small monthly premium ($3 per month
initially) paid by enrollees and an equal amount supplied by the
Federal Government out of general revenues. The premiums for
social security, railroad retirement and civil service retirement bene-
ficiaries who voluntarily enroll would be deducted from their monthly
insurance benefits. Uninsured persons desiring the supplemental plan
would make the periodic premium payments to the Government.
The committee's bill would also add a new title XIX to the Social

Security Act which would provide a more effective Kerr-Mills program
for the aged and extend its provisions to additional needy persons.
It would allow the States, at their option, to combine with a single
uniform category the differing medical provisions for the needy which
currently are found in five titles of the Social Security Act.
A description of these three programs follows:

1. BASIC PLAN-HOSPITAL INSURANCE

General description.-Basic protection, financed through a separate
payroll tax, would be provided by H.R. 6675 against the costs of
inpatient hospital services, posthospital extended care services, post-
hospital home health services, and outpatient hospital diagnostic
services for social security and railroad retirement beneficiaries when
they attain age 65. Benefits for railroad retirement eligibles would
be financed by the railroad retirement tax out of their trust account if
certain conditions are met. The same protection, financed from gen-
eral revenues, would be provided under a special transitional provision
for essentially all people who are now aged 65, or who will reach 65 in
the near future, but who are not eligible for social security or railroad
retirement benefits.

4



SOCIAL SECURITY AMENDMENTS OF 1965

Effective date.-Benefits would first be effective on July 1, 1966,
except for services in extended care facilities which would be effective
on January 1, 1967.

Benefits.-The services for which payment would be made under
the basic plan include-

(1) inpatient hospital services for up to 120 days in each spell
of illness. The patient pays a deductible amount of $40 for the
first 60 days plus $10 a day for any days in excess of 60 for each
spell of illness; hospital services would include all those ordinarily
furnished by a hospital to its inpatients; however, payment would
not be made for private duty nursing or for the hospital services
of physicians except (1) services provided by interns or residents in
training under approved teaching programs; and (2) services of
radiologists, anesthesiologists, pathologists, and physiatrists
where these services are provided under an arrangement with the
hospital and are billed through the hospital. Inpatient psychi-
atric hospital service would also be included, but a lifetime
limitation of 210 days would be imposed.

(2) posthospital extended care (in a facility having an arrange-
ment with a hospital for the timely transfer of patients and for
furnishing medical information about patients) after the patient
is transferred from a hospital (.ft'er at least a 3-day stay) for
up to 100 days in each spell of illness, but after the first 20 days
of care patients will pay $5 a day for the remaining days of
extended care in a spell of illness;

(3) outpatient hospital diagnostic services, with the patient
paying a $20 deductible amount and a 20 percent coinsurance for
each diagnostic study (that is, for diagnostic services furnished
to him by the same hospital during a 20-day period); and

(4) posthospital home health services for up to 175 visits, after
discharge from a hospital (after at least a 3-day stay) or extended
care facility and before the beginning of a new spell of illness.
Such a person must be in the care of a physician and under a
plan established by a physician within 14 days of discharge call-
ing for such services. These services would include intermittent
nursing care, therapy, and the part-time services of a home health
aide. The patient must be homebound, exceptthat when certain
equipment is used, the individual could be taken to a hospital or
extended care facility or rehabilitation center to receive some of
these covered home health services in order to get advantage of the
necessary equipment.

No service would be covered as posthospital extended care or as
outpatient diagnostic or posthospital home health services if it is of
a kind that could not be covered if it were furnished to a patient in
a hospital.
A spell of illness would be considered to begin when the individual

enters a hospital or extended care facility and to end when he has
not been an inpatient of a hospital or extended care facility for 60
consecutive days.
The deductible amounts for inpatient hospital and outpatient hos-

pital diagnostic services would be increased if necessary to keep
pace with increases in hospital costs, but no such increase would be
made before 1968. The coinsurance amounts for long-stay hospital
and extended care facility benefits would be correspondingly adjusted.

5



SOCIAL SECURITY AMENDMENTS OF 1965

For reasons of administrative simplicity, increases in the hospital
deductible will be made only when a $4 change is called for and the
outpatient deductible will change in $2 steps.

Basis of reimbursement.--Payment of bills under the basic plan
would be made to the providers of service on the basis of the "reason-
able cost" incurred in providing care for beneficiaries.

Administration.--Basic responsibility for administration would rest
with the Secretary of Health, Education, and Welfare; however, the
administration of benefits for individuals under the railroad retire-
inent system would be transferred to the Railroad Retirement Board
if certain financing conditions are met, as explained under the next.
heading. The Secretary would use appropriate State agencies and
private organizations (nominated by providers of services) to assist
in the administration of the program. Provision is made for the
establishment of an Advisory Council which would advise the Secre-
tary on policy matters in connection with administration.

Financing.-Separate payroll taxes to finance the basic plan, paid
by employers, employees, and self-employed persons, would be ear-
marked in a separate hospital insurance trust fund established in the
Treasury. 'he amount of earnings (earnings base) subject to the new
payroll taxes would be the same as for purposes of financing social
security cash benefits. The same contribution rate would apply
equally to employers, employees, and self-employed persons and would
be as follows:

Percent
1966----------.------ --.-------------------------------.0.325
1967-70--------------------------------.-----------------------. 50
1971-72 .-----.------------------.------------------------------. 55
1973-75--------------------.------.. ------------------------------ .60
1976-79--------------------------------------------------------- .65
1980-86--------------------------------------------------------- . 75
1987 and after------------------------------------ --------------- .85
The taxable earnings base for the health insurance tax would be

$6,600 a year beginning in 1966.
The schedule of contribution rates is based on estimates of cost which

assume that the earnings base will not be increased above $6,600.
The benefits for railroad retirement eligibles will be financed by

the railroad retirement tax which is automatically increased by the
operation of this bill. However, the railroad retirement wage base
(now $450 a month) is not affected by this bill and is not within the
jurisdiction of this committee. Until an amendment is adopted to
the Railroad Retirement Tax Act increasing their wage.base to an
amount equivalent to an earnings base of $6,600 per year, the benefits
of railroad eligibles will be financed by the hospital insurance tax and
administered by tle Secretary of Health, Education, and Welfare;
thereafter the benefits for railroad eligibles will be administered by the
Railroad Retirement Board.
The cost of providing basic hospital and related benefits to people

who are not social security or railroad retirement beneficiaries would
be paid from general funds of the Treasury.

6
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SOCIAL SECURITY AMENDMENTS OF 1965

2. VOLUNTARY SUPPLEMENTARY INSURANCE PLAN,

General description.-A package of benefits supplementing those
provided under the basic plan would be offered to all persons 65 and
over on a voluntary basis. Individuals who elect to enroll initiallywould pay premiums of $3 a month (deducted, where possible,
from social security or railroad retirement benefits). The Govern-
ment would match this premium with $3 paid from general funds.
Since the minimum increase in cash social security benefits under the
bill for workers retiring or who retired at age 65 or older would be $4 a
month ($6 a month for man and wife receiving benefits based on the
same earnings record), the benefit increases would fully cover the
amount of monthly premiums.
Enrollment.-Persons who have reached age 65 before July 1,

1966, will have an opportunity to enroll in an enrollment period which
begins April 1, 1966, and shall end on September 30, 1966.

Persons attaining age 65 subsequent to July 1, 1966, will have en-
rollment periods of 7 months beginning 3 months before the month
of attainment of age 65.

In the future, general enrollment periods will be from October 1 to
December 31, in each even-numbered year. The first such period will
be October 1 to December 31, 1968.
No person may enroll more than 3 years after the close of the first

enrollment period in which he could have enrolled.
There will be only one chance to reenroll for persons who are in

the plan but drop out, and the reenrollment must occur within 3 years
of termination of the previous enrollment.
Coverage may be terminated (1) by the individual filing notice

during an enrollment period, or (2) by the Government, for nonpay-
nent of premiums.
A State would be able to provide the supplementary insurance bene-

fits to its public assistance recipients who are receiving cash assistance
if it chooses to do so.

Effective date.-Benefits will be effective beginning January 1, 1967.
Benefits.-The voluntary supplementary insurance plan would cover

physicians' services, chiropractic and podriatrists services, home
health services, and numerous other medical and health services in
and out of medical institutions.
There would be an annual deductible of $50. Then the plan

would cover 80 percent of the patient's bill (above the deductible) for
the following services:

(1) Physicians' and surgeons' services, whether furnished in ai hos-
pital, clinic, office, in the home, or elsewhere.

(2) Chiropractors' services.
(3) Podiatrists' services.
(4) Home health service (with no requirement of prior hospitaliza-

tion) for up to 100 visits during each calendar year.
(5) Diagnostic X-ray and laboratory tests, and other diagnostic

tests.
(6) X-ray, radium, and radioactive isotope therapy.
(7) Ambulance services.
(8) Surgical dressings and splints, casts, and other devices for

reduction of fractures and dislocations; rental of durable medical

7
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equipment such as iron lungs, oxygen tents, hospital beds, and
wheelchairs used in the patient's home, prosthetic devices (other
than dental) which replace all or part of an internal body organ;
braces and artificial legs, arms, eyes, etc.
There would be a special limitation on outside-the-hospital treat-

ment of mental, psychoneurotic, and personality disorders. Pay-
ment for such treatment during any calendar year would be limited,
in effect, to $250 or 50 percent of the expenses, whichever is smaller.

Administration by carriers: Basis for reimbursement.-The Secre-
tary of Health, Education, and Welfare would be required, to the
extent possible, to contract with carriers to carry out the major admin-
istrative functions relating to the medical aspects of the voluntary
supplementary plan such as determining rates of payments under the
program, holding and disbursing funds for benefit payments, and
determining compliance and assisting in utilization review. No con-
tract is to be entered into by the Secretary unless he finds that the
carrier will perform its obligations under the contract efficiently and
effectively and will meet such requirements as to financial responsi-
bility, legal authority, and other matters as he finds pertinent. The
contract must provide that the carrier take necessary action to see that
where payments are on a cost basis (to institutional providers of serv-
ice), the cost is reasonable cost. Correspondingly, where payments
are on a charge basis (to physicians or others furnishing noninstitu-
tional services), the carrier must see that such charge will be reason-
able and not higher than the charge applicable, for a comparable
service and under comparable circumstances, to the other policyholders
and subscribers of the carrier. Payment by the carrier for physicians'
services will be made on the basis of a receipted bill, or on the basis
of an assignment under the terms of which the reasonable charge will
be the full charge for the service. In determining reasonable charges,
the carriers would consider the customary charges for similar services
generally made by the physician or other person or organization
furnishing the covered services, and also the prevailing charges in the
locality for similar services.

Financing.-Aged persons who elect to enroll in the supplemental plan
would pay monthly premiums of $3. Where the individual is currently
receiving monthly social security, railroad retirement, or civil service
retirement benefits, the premiums would be deducted from his benefits.
The Government would help finance the supplementary plan

through a payment from general revenues in an equal amount of $3 a
month per enrollee. To provide an operating fund, if necessary, at
the beginning of the supplementary plan, and to establish a contin-
gency reserve, a Government appropriation would be available (on a
repayable basis) equal to $18 per aged person estimated to be eligible
in January 1967 when the supplementary plan goes into effect.
The individual and Government contributions would be placed in a

separate trust fund for the supplementary plan. All benefit and
administrative expenses under the supplementary plan would be paid
from this fund.
Premium rates for enrolled persons (and the matching Govern-

ment contribution) would be increased from time to time if program
costs rise, but not more often than once every 2 years. The premium
rate for a person who enrolls after the first period when enrollment,
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is open to him or who reenrolls after terminating his coverage would
be increased by 10 percent for each full 12 months he stayed out of
the program.
3. IMPROVEMENT AND EXTENSION OF KERR-MILLS MEDICAL ASSISTANCE

PROGRAM

Purpose and scope.-In order to provide a more effective Kerr-Mills
medical assistance program for the aged and to extend its provisions
to additional needy persons, the bill would establish a single and sep-
arate medical care program to consolidate and expand the differing
provisions for the needy which currently are found in five titles of the
Social Security Act.
The new title (XIX) would extend the advantages of an expanded

medical assistance program not only to the aged who are indigent but
also to needy individuals in the dependent children, blind, and per-
manently and totally disabled programs and to persons who would
qualify under those programs if in sufficient financial need.
Medical assistance under title XIX must be made available to all

individuals receiving money \payments under these programs and
the medical care or services available to all such individuals must be
equal in amount, duration, and scope. Effective July 1, 1967, all
children under age 21 must be included who would, except for age,
be dependent children under title IV.

Inclusion of the medically indigent aged not on the cash assistance
rolls would be optional with the States but if they are included, com-
parable groups of blild, disabled, and parents and children must also
be included if they need help in meeting necessary medical costs.
Moreover, the amount and scope of benefits for the medically indigent
could not be greater than. that of recipients of cash assistance.
Under the House bill, the current provisions of law in the various

public assistance titles of the act providing vendor medical assistance
would have terminated upon the adoption of the new program by a
State, but in no case later than June 30, 1967. The committee has
amended this provision so that a State would have the option of con-

tinuing under the vendor medical provisions of existing law or adopt-
ing the new program.

Scope of medical assistance.--Under existing law the State must
provide "some institutional and noninstitutional care" under the medi-
cal assistance for the aged program. There are no minimum benefit
requirements at all under the other public assistance vendor medical
programs.

IThe House bill requires that by July 1, 1967, under the new program
a State must provide inpatient hospital services, outpatient hospital
services, other laboratory and X-ray services, skilled nursing home
services, and physicians' services (whether furnished in the office,
the patient's home, a hospital, a skilled nursing home, or elsewhere)
in order to receive Federal participation. The committee has altered
this requirement so that it is more appropriate to the groups covered
in that dental services are required for individuals under the age of
21 while skilled nursing home services are required for individuals 21
years of age or older. Coverage of other items of medical service
would be optional with the States.

49-463 0-65--pt. 1- 2
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Eligibiity.-Improvements would be effectuated in the programfor the needy elderly by requiring that the States must provide a
flexible income test which takes into account medical expenses and
does not provide rigid income standards which arbitrarily deny assist-
ance to people with large medical bills. In the same spirit the bill
provides that no deductible, cost sharing, or similar charge may be
imposed by the State as to hospitalization under its program and
that any such charge on other medical services must be reasonably
related to the recipient's income or resources. Also important is the
requirement that elderly needy people on the State programs be pro-
vided assistance to meet the deductibles that are imposed by the
new basic program of hospital insurance. Also where a portion of
any deductible or cost sharing required by the voluntary supplemen-
tary program is met by a State program, the portion covered mus.
be reasonably related to the individual's income and resources.
No income can be imputed to an individual unless actually avail-
able; and the financial responsibility of an individual for an applicant
may be taken into account only if the applicant is the individual's
spouse or child who is under age 21 or blind or disabled.

Standards as to quality of care and safety.-The committee added to
the provisions of the House bill a requirement that the States include
in their States plans descriptions of the medical staff utilized and the
standards for institutions providing medical care and authorized the
Secretary of Health, Education, and Welfare to promulgate minimum
standards relating to fire and other hazards for such institutions.

Increased Federal matching.-The Federal share of medical assist-
ance expenditures under the new program would be determined upon
a uniform formula with no maximum on the amount of expenditures
which would be subject to participation. There is no maximum under
present law on similar amounts for the medical assistance for the aged
program. The Federal share, which varies in relation to a State's per
capita income, would be increased over current medical assistance for
the aged matching so that States at the national average would receive
55 percent rather than 50 percent, and States at the lowest level could
receive as much as 83 percent as contrasted with 80 percent under
existing law.

In order to receive any additional Federal funds as a result of
expenditures under the new program, the States would need to con-
tinue their own expenditures at their present rate. For a specified
period, any State that did not reduce its own expenditures would be
assured of at least a 5-percent increase in Federal participation in
medical care expenditures. As to compensation and training of
professional medical personnel used in the administration of the
program, the bill would provide a 75-percent Federal share as com-
pared with the 50-50 Federal-State sharing for other administrative
expenses.

IAdmi istratnioll.- Untder the House bill, the State agency administer-
ing the new program would have to be the same as that administering
the old-age assistance program (i.e. the welfare agency). The com-
mittee, believing the States should be given more latitude in this
mIatter, provided that any State agency may be designated to admin-
ister the program, as long as the determination of eligibility is accom-
plishled by the agency administering the old-age assistance program.

Effective date.-January 1, 1966.
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4. COST OF HEALTH CARE PLANS

Basic plan.-Benefits and administrative expenses under the basic
plan would be about $1.1 billion for the 6-month period in 1966 and
about $2.4 billion in 1967. Contribution income for those years would
be about $1.5 and $2.8 billion, respectively. The costs for the un-
insured (paid from general funds) would be about $285 million per
year for early years.

Voluntary supplementary plan.-Costs of the voluntary supplemen-
tary plan would depend on how many of the aged enrolled.

If 80 percent of the eligible aged enrolled, benefit costs (and admin-
istrative expenses) of the supplementary plan would be about $665
million to $800 million in 1967 and about $910 million to $1.10 billion
in 1968. Premium income from enrollees for those years would be
about $555 and $565 million, respectively. The matching Govern-
ment contribution would equal the premiums charged the individual.

If 95 percent of the eligible aged enrolled, benefit costs and adminis-
trative expenses of the supplementary plan would be about $790 to
$945 million in 1967 and about $1.08 billion to $1.30 billion in 1968.
Premium income from enrolles for those years would be about $660
million and $670 million, respectively. The Government contribu-
tion would equal the premiums charged the individual.

Public assistance plan.-It is estimated that the new program will
increase the Federal Government's contribution about $200 million in
a full year of operation over that in the programs operated under
existing law.

B. CHILD HEALTH AND WELFARE AMENDMENTS

Maternal and child health, crippled children, and child welfare.--The
House bill would increase the amount authorized for maternal and
child health services over current authorizations by $5 million for
fiscal year 1966 and by $10 million in each succeeding fiscal year, as
follows:

Fiscal year Existing law Under bill

1966..-..-----------------------------.--.-------------------------------- $40, 000, 000 $4, 000, 000
1967 --- . . - -------------------------------------------------------- 40,000, 000 60, 000,000
1968------- -----------------------.-------------------------------------- 45, 000,000 55,000,000
169 ..---------..----.-- -- ---- -------------------.--..-- .---------- 46, 000,000 65,000,000
1970 and after ..---- ----- ----------------------.---------------------- 0,00, 000 60, 000, 000

The authorizations for crippled children's service under the House
bill would be increased by the same amounts. The committee has
added a similiar increase in the authorization for the child welfare
program.
The increases would assist the States, in these programs, in moving

toward the goal of extending services with a view of making them
available to children in all parts of the State by July 1, 1975.

Crippled children-training personnel.--The bill would also authorize
$5 million for the fiscal year 1967, $10 million for fiscal 1968, and
$17.5 million for each succeeding fiscal year to be for grants to in-
stitutions of higher learning for training professional personnel for

9.869604064
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health and related care of crippled children, particularly mentally
retarded children and children with multiple handicaps.

Health care for needy children.-A new provision is added authoriz-
ing the Secretary of Health, Education, and Welfare to carry out a
5-year program of special project grants to provide comprehensive
health care and services for children of school age, or for preschool
children, particularly in areas with concentrations of low-income
families. The grants would be to State health agencies, to the State
agencies administering the crippled children's program, to any school
o medicine (with appropriate participation by a school of dentistry),
and any teaching hospital affiliated with such school, to pay not to
exceed 75 percent of the cost of the project. Projects would have to
provide screening, diagnosis, preventive services, treatment, correction
of defects, and aftercare, including dental services, with treatment,
correction of defects, and aftercare limited to children in low-income
families.
An appropriation of $15 million would be authorized for-the fiscal

year ending June 30, 1966; $35 million for the fiscal year ending June
30, 1967; $40 million for the fiscal year ending June 30, 1968; $45 mil-
lion for the fiscal year ending June 30, 1969; and $50 million for the
fiscal year ending June 30, 1970.
The committee has added an amendment which has increased the

authorization for such grants by $5 million for fiscal years 1968, 1969,
and 1970 to cover the cost of special project grants to provide health
services for school and preschool children who are or are in danger of
becoming emotionally disturbed. Grants would be made to State or
local health, mental health, or public welfare agencies, or other public
or nonprofit private agencies or institutions. The committee amenid-
ment would further authorize an appropriation of $500,000 each for
the fiscal years ending June 30, 1966, and June 30, 1967, for grants for
studies of resources, methods and practices for prevention and diag-
nosis of emotional illness in children and for treatment and rehabilita-
tion of emotionally ill children.
Mental retardation planning.-Title XVII of the act would be

amended to authorize grants totaling $2,750,000 for each of 2 fiscal
years-the fiscal year ending June 30, 1966, and fiscal year ending
June 30, 1967. The funds would be available during the 3-year period
July 1, 1965, to June 30, 1968. The grants would be for the purpose of
assisting States to implement and followup on plans and other steps to
combat mental retardation authorized under this title of the Social
Security Act.

C. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROVISIONS

1. BENEFIT CHANGES

(a) 7-percent across-the-board increase in old-age, survivors, and dis-
ability insurance benefits

The bill provides a 7-percent across-the-board benefit increase,
effective retroactively beginning with benefits for January 1965, for
the 20 million social security beneficiaries on the rolls (with a guaran-
teed $4 a month minimum increase for retired workers who are age 65
or over in the first month for which they are paid the increased benefit).

Monthly benefits for workers who retire at or after 65 would be
increased to a new minimum of $44 (now $40) and to a new maximum

12
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of $135.90 (now $127). In the future, creditable earnings under the
increase in the contribution and benefit base to $6,600 a year (now
$4,800) would make possible a maximum benefit of $168.00.
The maximum amount of benefits payable to a family on the basis

of a single earnings record would be related to the worker's average
monthly earnings at all earnings levels. Under present law, there is
a $254 limit on faniily benefits which operates over a wide range of
average monthly earnings. Under the bill the highest family maxi-
mum would be $368.00.
(b) Payment of child's insurance benefits to children attending school

or college after attainment of age 18 and up to age 22
H.R. 6675 includes the provision adopted by both House and Senate

last year which would continue to pay a child's insurance benefit
until the child reaches age 22, provided the child is attending a public
or an accredited school, including a vocational school or a college, as a
full-time student after he reaches age 18. Children of deceased,
retired, or disabled workers would be included. No mother's or wife's
benefits would be payable if the only child in the mother's care is one
who has attained age 18 but is in school.
This provision will be effective January 1, 1965. It is estimated that

295,000 children will be eligible for benefits for September 1965, when
the school year begins.
(c) Benefits for widows at age 60
The bill would provide the option to widows of receiving benefits

beginning at age 60, with the benefits payable to those who claim
them before age 62 being actuarially reduced to take account of the
longer period over which they will be paid. Under present law,
full widow's benefits and actuarially reduced worker's and wife's bene-
fits are payable at age 62.
This provision, adopted by both Houses of Congress last year, would

be effective for the second month after the month of enactment. It is
estimated that 185,000 widows will claim benefits during the first year
of operation under this provision.
(d) Amendment of disability program

(i) Definition of disability.-The bill would eliminate the present
requirement that a worker's disability must be expected to be of long
continued and indefinite duration, and instead provide that an insured
worker would be eligible for disability benefits if he has been under a
disability which can be expected to result in death or which has lasted
or can be expected to last for a continuous period of not less than 12
calendar months. Benefits payable by reason of this change would
be paid for the second month following the month of enactment. An
estimated 60,000 persons-disabled workers and their dependents-
will become immediately eligible for benefits as a result of this change.

(ii) Disability benefits offset provision.--The bill provides that the
social security disability benefit for any month for which a worker is
receiving a workmen's compensation benefit will be reduced to the
extent that the total benefits payable to him and his dependents under
both programs exceed 80 percent of his average monthly earnings
prior to the onset of disability, but with the reduction periodically
adjusted to take account of changes in national average earnings levels.
The offset provision will be applicable with respect to benefits payable

13
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for months after December 1965 based on applications filed after
December 1965.

(iii) Benefits for children disabled before reaching age 22.--The bill
provides that a child who is disabled before reaching age 22 (rather
than before age 18 as in present law) would be eligible for disabled
child's benefits should his parent die, become disabled or retire. The
mother of the child would also be eligible for benefits so long as she
continued to have the child in her care. Effective as to benefits for
the second month following the month of enactment, an estimated
20,000 persons-disabled children and their mothers-will become
immediately eligible for benefits as a result of this change.

(iv) Facilitating disability determinations.-The bill authorizes the
Secretary to make determinations of disability or cessation of disability
where medical and other information supplied or designated by the
individual, or evidence of remunerative work activities, indicate
clearly that the individual is under a disability or that the disability
has ceased.

(v) Rehabilitation services.-The bill provides for reimbursement
from the social security trust funds to State vocational rehabilitation
agencies for the cost of rehabilitation services furnished to individuals
who are entitled to disability insurance benefits or to a disabled child's
benefits. The total amount of the funds that could be made available
from the trust funds for purposes of reimbursing State agencies for
such services could not, in any year, exceed 1 percent of the social
security disability benefits paid in the previous year.

(vi) Entitlement to disability benefits after entitlement to benefits
payable on account of age.-Under the bill, a person who becomes
entitled before age 65 to a benefit payable on account of old age
could later, before he reaches age 65, become entitled to disability
insurance benefits.

(vii) Allocation of contribution income between OASI and DI trust
uBnds.-Under the bill, an additional 0.2 percent of taxable wages and
0.15 percent of taxable self-employment income would be allocated to
the disability insurance trust fund, bringing the total allocation to
0.70 percent and 0.525 percent, respectively, beginning in 1966.
(e) Benefits to certain persons at age 72 or over
The committee's bill adopts a provision approved by the House and

Senate last year, which would liberalize the eligibility requirements by
providing a basic benefit of $35 at age 72 or over to certain persons with
a minimum of three quarters of coverage acquired at any. time since
the beginning of the program in 1937. To accomplish this, a new
concept of "transitional insured status" is provided. Present law
requires a minimum of six quarters of coverage in employment or
self-employment.

(i) Men and women workers.-Under the "transitional insured
status" provision a worker could qualify for benefits at age 72 if he
had one quarter of coverage for each year that elapsed after 1950 and
up to the year in which he reached age. 65 (62 for women), with a
minimum of three quarters. Those quarters could have been acquired
at any time since the inception of the program in 1937. Wives of
workers who qualify under this provision would be eligible for benefits
if they reached age 72 before 1969. For workers who reached age 65

14
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(62 for women) after 1956, the quarters of coverage requirement
merges with the present minimum requirement of six quarters.
The following table illustrates the operation of the "transitional

insured status" provision for workers.

Transitional insured status requirements with respect to workers benefits

Men Women

Quarters of Quarters of
Age (in 1965) coverage Age (in 1965) coverage

required required

76 or over -------------------..-- 3. 73 or over..--...---------------- 3.
75 ..-------.--------------.----..4, 72. -.-----..------------------ 4.
74.----.-------------..--.------ 6. 71 '--.-----------------------5.
73 or younger-..---------------6 or more. 70 or younger ---------------- 6 or more.
-v,. . .. ..- . . . . .

I Benefits will not be payable, however, until age 72.

(ii) Widows.-Any widow who attains age 71 in or before 1965,
if her husband died or reached age 65 in 1954 or earlier, could get a
widow's benefit when she is aged 72 or over if her husband had at
least three quarters of coverage. Present law requires six quarters.
If the husband of such a widow died or reached 65 in 1955, the require-
ment would be four quarters. If he died or reached 65 in 1956, the
requirement would be five quarters. If he died or reached 65 in 1957
or later, the minimum requirement would be six quarters or more,
the same as present law.
For widows reaching age 72 in 1967 and 1968, there is a "grading-

in" of the quarters of coverage requirement; which would be four or
five quarters of coverage, respectively. Widows reaching age 72 in
1969 or after would be subject to the requirements of existing law
of six or more quarters of coverage.
The table below sets forth the requirements as to widows:

Transitional insured status requirements with respect to widow's benefits

Proposed quarters required for widow
Year of husband's death (or Present attaining age 72 in-

attainment of age 65, if earlier) quarters
required 19 or before 1967 19681966 or before 197 1968

1954 or before------------ --------- 6----------- 3----------- 4----------- 65.
1955---------------------------------- --6 ----- 4--4 .---------- 6.
195-------------------------------- 6 -------- 6 5---------- 5.
1957 or after.----------- .---------6 or more 6 or Inore------ 6 or more---. 6 or nore.

(iii) Basic benefits.-Men and women workers who would be eligible
under the above-described provisions for workers would receive a
basic benefit of $35 a month. A wife who is aged 72 or over (and who
attains that age before 1969) would receive one-half of this amount,
$17.50. No other dependents' basic benefits would be provided under
these provisions.
Widows would receive $35 a month under the above-described

provision.
These provisions would become effective for the second month after

the month of enactment, at which time an estimated 355,000 people
would be able to start receiving benefits.
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(f) Retirement test
The bill would liberalize the retirement test provision in present

law under which benefits are decreased in relation to a beneficiary's
earnings over $1,200 in a year. Under existing law, the first $1,200
a year is fully exempted, and there is a $1 reduction in benefits for
each $2 of annual earnings between $1,200 and $1,700 and for each
$1 of earnings thereafter. Under the bill, the first $1,800 a year
would be fully exempted and there would be a $1 reduction in benefits
for each $2 of earnings between $1,800 and $3,000 and for each $1 of
earnings thereafter. In addition, the amount of earnings a beneficiary
may have in a month and get full benefits for that month regardless
of his annual earnings would be raised from $100 to $150. These
changes are effective for taxable years ending after 1965.
The bill also exempts certain royalties received in or after the year

in which a person reaches age 65, from copyrights and patents ob-
tained before age 65, from being counted as earnings for purposes of
the retirement test, effective for taxable years beginning after 1964.
For 1966, an estimated 850,000 persons-workers and dependents-

either will receive more benefits under these provisions than they
would receive under present law, or will receive some benefits where
they would receive no benefits under present law.
(g) Wife's and widow's benefits for divorced women
The committee's bill would authorize payments of wife's or widow's

benefits to the divorced wife of a retired, deceased, or disabled
worker if she had been married to the worker for at least 20 years
before the date of the divorce and if her divorced husband was making
(or was obligated by a court to make) a substantial contribution to
her support when he became entitled to benefits, became disabled, or
died. H.R. 6675 would also provide that a wife's benefits would not
terminate when the woman and her husband are divorced if the marriage
has been in effect for 20 years. Provision is also made for the reestab-
lishment of benefit rights for a divorced wife, a widow, or f surviving
divorced wife who remarries and the subsequent marriage ends in
divorce, annulment, or in the death of the husband. These changes
are effective for the second month following the month of enactment.
(h) Continuatior of widow's and widower's insurance benefits after

remarriage
Under present law, a widow's and widower's benefits based on a

deceased worker's social security earnings record generally stop when
the survivor remarries, with the result that some widows who would
like to remarry do not do so because if they did they would lose their
social security benefits. The bill provides that benefits would be
payable to widows age 60 or over and to widowers age 62 or over who
remarry. The amount of the remarried widow's or widower's benefit
would be equal to 50 percent of the primary insurance amount of the
deceased spouse rather than 82% percent of that amount, which is
payable to widows and widowers who are not remarried.
(i) Adoption of child by retired worker
The bill would change the provisions relating to the payment of

benefits to children who are adopted by old-age insurance beneficiaries
to require that, where the child is adopted after the worker becomes
entitled to an old-age benefit, (1) the child must be living with the
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worker (or adoption proceedings have begun) in or before the month
when application for old-age benefits is filed; (2) the child must be
receiving one-half of his support for the entire year before the worker's
entitlement; and (3) the adoption must be completed within 2 years
after the worker's entitlement.
(j) Definition of child
The bill provides that a child be paid benefits based on his father's

earnings without regard to whether he has the status of a child under
State inheritance laws if the father was supporting the child or had a
legal obligation to do so. Under present law, whether a child meets
the definition for the purpose of getting child's insurance benefits based
on his father's earnings depends on the laws applied in determining
the devolution of interstate personal property in the State in which the
worker is domiciled. This provision would be effective for the
second month after the month of enactment. It is estimated that
20,000 individuals (children and their mothers) will become immedi-
ately eligible for benefits under this provision.

2. COVERAGE CHANGES

The following coverage provisions were included:
(a) Physicians and interns
Self-employed physicians would be covered for taxable years ending

on or after December 31, 1965. Interns would be covered beginning
on January 1, 1966.
(b) Farmers

Provisions of existing law with respect to the coverage of farmers
would be amended to provide that farm operators whose annual gross
earnings are $2,400 or less (instead of $1,800 or less as in existing
law) can report either their actual net earnings or 663% percent (as
in present law) of their gross earnings. Farmers whose annual gross
earnings are over $2,400 would report their actual net earnings if over
$1,600, but if actual net earnings are less than $1,600, they may
instead report $1,600. (Present law provides that farmers whose an-
nual gross earnings are over $1,800 report their actual net earnings
if over $1,200, but if actual net earnings are less than $1,200, they
may report $1,200.)
(c) Cash tips
The bill provides that cash tips received by a worker would be

covered as self-employment income. Effective as to taxable years
beginning after December 31, 1965.
(d) State and local government employees

Several changes made by the bill would facilitate social security
coverage of additional employees of State and local governments.
(e) Exemption of certain religious sects
Members of certain religious sects who have conscientious objections

to insurance (including social security) by reason of their adherence
to the established tenets or teachings of such sects could be exempt
from the social security tax on self-employment income upon applica-
tion accompanied by a waiver of benefit rights.
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(J) Nonprofit organizations
Nonprofit organizations, and their employees who concur, could

elect social security coverage effective retroactively for a period up to
5 years (rather than 1 year, as under present law). Also, wage credit
could be given for the earnings of certain employees of nonprofit
organization-s who were erroneously reported for social security
purposes.
(g) District of Collmbia employees
The bill provides for social security coverage of certain employees of

the District of Columbia (primarily substitute schoolteachers).
(h) Ministers

Social security credit could be obtained for the earnings of certain
ministers which were reported but which cannot be credited under
present law.

3. MISCELLANEOUS
(a) Filing of proof
The bill extends indefinitely the period of filing of proof of support

for dependent husband's, widower's, and parent's benefits, and for
filing application for lump-sum death payments where good cause
exists for failure to file within the initial 2-year period.
(b) Automatic recomp2tation of benefits
Under the bill the benefits of people on the rolls would be recom-

puted automatically each year to take account of any covered earnings
that the worker might have had in the previous year and that would
increase his benefit amount. Under existing law there are various
requirements that must be met in order to have benefits recomputed,
including filing of an application and earnings of over $1,200 a year
after entitlement.
(c) Military wage credits
The bill revises the present provision authorizing reimbursement of

the trust funds out of general revenue for gratuitous social security
wage credits for servicemen so that such payments will be spread
uniformly over the next 50 years.
(d) Extension of life of applications
The bill liberalizes the requirement in existing law that an applica-

tion for monthly insurance benefits be valid for only 3 months after
the date of filing, and for disability benefits 3 months before the
beginning of the waiting period. The bill would allow an application
to remain valid up until the time the Secretary makes a final decision
on the application.
(e) Overpayments and undlerpayments

Tlie bill would make changes in the provisions of law relating to
overpayments and underpayments to facilitate the recovery of over-
paymelnts land to provide specific authority, lacking in present law,
for tlhe Secretary to settle all underpayments of benefits.
(J) Authorization for one spouse to cash a joint check

'The bill would authorize the Secretary to make a temporary over-
paymrent so as to permit a surviving spouse to cash a benefit check
issued jointly to a husband and wife if one of them dies before the
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check is negotiated; any overpayment resulting from the cashing of
the joint check would be recovered.
(g) Attorney's fees

'lThe bill incorporates a provision which would permit a court that
renders a judgment favorable to a claimant in an action arising under
tile social security program to set a reasonable fee (not in excess of
25 percent of past due benefits which become payable by reason of the
judgment) for an attorney who successfully represented the claimant.
''he Secretary would be permitted to certify payment of the fee to the
attorney out of such past due benefits.
(h) Tax on certain corporations
The bill provides that when an employee works for a corporation

which is a member of an affiliated group of corporations and is then
transferred to another corporation which is a member of such group,
the total employer social security tax payable by the two corporations
for the years in which the employee is transferred will not exceed the
amount that would be paid by a single corporation. (Under present
law, such treatment is provided for the employeee)
(i) WTaiver of 1-year marriage requirement

'rhe bill provides an exception to the 1-year duration requirement
as to social security beoiefits for any widow, wife, husband, or widower
whio was, in the month before marriage, actually or potentially en-
titled to railroad retirement benefits as a widow, widower, I)arent, or
dlisblled adult child.

1. FINANCING OF OASII AMENDMENTS

Trhe benefit provisions of H.R1. 6075 are financed by (1) an increase
inl tihe earnings base from $4,800 to $6,600 (c'ective January 1, 1966,
and (2) a revised tax trate schedule.

'lTet, x rate schelldule ultnder existing law and the revised schedule
provided by tie House-passed bill ani( by the committee's bill for
the OASDI p)roglrai follow:

Conltrlltton raltess (in percent)

Emplll er adpl', cel-loyercmpl r, cn e d

Present oiuse- ('ommlnttee Present House- Committee
law ap, roved 1111 law approvedd bill

bill hbll

1965 .-------------------- 3.625 3.625 3.625 5.4 5.4 6.4
1966-67.------------------- - 4.125 4.0 3.85 6.2 6.0 5.8
1968------------ ---------- 4.625 4.0 3.85 (6.9 6.0 6.8
1969-72-.---.-------------- 4.625 4.4 4.45 61.9 6ti 6. 7
1973 and after------------ 4.625 4.8 4.9 6.9 7.0 7.0

9.869604064

Table: [No Caption]
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5. ADDITIONAL BENEFIT PAYMENTS IN FIRST FULL YEAR, 1966

[Iln millions]
Total..--------------------------------------------------..-------- $2, 620
7-percent benefit increase ($4 minimum in primary benefit) 1, 470
Modification of earnings test----------------.----------------------. 59()
Reduced benefits for widows at age 60---------------_--_------------ 165
Benefits to persons aged 72 and over with limited periods in OASl)I
employment- ---------------------.---------.---------.-----..-.. 140

Modification of definition of disability------------------------------- 40
Improvements in benefits for children, total-----------------__------- 215

Child's benefits to age 22 if in school---------------------------- 195
Benefits for children disabled after age 18 and before age 22 -----,- 10
Broadened definition of child---------------------------------- 10

D. PUBLIC ASSISTANCE AMENDMENTS

1. INCREASED ASSISTANCE PAYMENTS

The Federal share of payments under all State public assistance
programs is increased a little more than an average of $2.50 a month
for the needy aged, blind, and disabled and an average of about $1.25
for needy children, effective January 1, 1966. This is brought about
by revising the matching formula for the needy aged, blind, and
disabled (and for the adult categories in title XVI) to provide a
Federal share of $31 out of the first $37 (now twenty-nine thirty-fifths
(29/35) of the first $35) up to a maximum of $75 (now $70) per month
per individual on an average basis. The matching formula is revised
for aid to families with dependent children so as to provide a Federal
share of five-sixths (5/6) of the first $18 (now fourteen-seventeenths
(14/17) of the first $17) up to a maximum of $32 (now $30). A pro-
vision is included so that States will not receive additional Federal
funds except to the extent they pass them on to individual recipients.

Effective January 1, 1966. Cost: About $150 million a year.
2. TUBERCULAR AND MENTAL PATIENTS

The House bill removed the exclusion from Federal matching in
old-age assistance and medical assistance for the aged programs (and
for combined program, title XVI) as to aged individuals who are
patients in institutions for tuberculosis or mental diseases or who have
been diagnosed as having tuberculosis or psychosis and, as a result, are
patients in a medical institution. The House bill requires as a condition
of Federal participation in such payments to, or for, patients in
mental and tuberculosis hospitals certain agreements and arrange-
ments to assure that better care results from the additional Federal
money. The committee has amended this provision so as to make
the special provisions for Federal participation applicable solely to
payments for aged persons in mental institutions. The States will re-
ceive additional Federal funds under this provision only to the extent
they increase their expenditures for mental health purposes under
public health and public welfare programs. The bill also removes
restrictions as to Federal matching for needy blind and disabled who
are tubercular or psychotic and are in general medical institutions.

Effective January 1, 1966. Cost: About $75 million a year.
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3. AID TO FAMILIES WITHI' DEPENDENT CHtIIDREN IN SCHOO),

The committee bill extends the optional provision of the States to
continue making payments to dependent children who have attlainedl
age 18 but continue in school up to age 21. Present law calls for
regular attendance at a high school or vocational school. The com-
inittee bill would extend this to attendance alt t college or university.

Effective after enactment. Cost: Negligible.

4. PROTECTIVE PAYMENTS TO THIRD PERSONS

The House bill included a provision for protective payments to
third persons on behalf of old-age assistance recipients (and recipients
on combined adult program, title XVI) unable to manage their money y
because of physical or mental incapacity. Tl'e committee bill wou Icl
extend the same provision for protective payments to the programs
of aid to the blind and aid to the permanently and totally disabled.

Effective January 1, 1966.

5. INCOME EXEMPTIONS UNDER PUBLIC ASSISTANCE

(a) Old-age assistance
The committee's bill increases earnings exemlption under the old-

age assistance program (Iand aIged iln (lomblined program) so that a

State may, at its option, exempt the first $20 (nlow $.10) and one-half
of the next $60 (now $40) of a recipients' monthlly earnings.

Effective Jtnuatry 1, 1966. Cost: Ab})olt $1 million first year.
(b) Aid to families with depenldenft (chi(ldrCe
The committee has added an amendmlll ienlt lwhichl all'owstthe State,

at its option, to disregard ul) to $50 per month of earned income of
any three dependent, children under tlic age of 1S in thle same homee.

Effective July 1, 1965. Cost: $1.3 million for first full year of
operation.
(c) Aid to the permanently and totally disabledd
The committee bill adds an exeml)tion of earnings, at the option

of the State, for recipients of aid to the permanently and totally
disabled. As in tle case of the aged, the first $20 per month of
earnings and one-half of the next $60 could be exempted. In addition,
any additional income and resources could b)e exempted as part of
an approved plan to achieve self-support during the time the recipient
was undergoing vocational rehabilitation.
(d) Old-age and survivors insurance (retroactive increase)

Thle bill adds a provision which would allow tlie States to disregard(
so much of the OASDI benefit increase includingg the children in
school after 18 modification) as is attributable to its retroactive
effective (late.
(e) Economic Opportuntity Act earning exemption
H.R. 6675 also provides a grace period for action by States that have

not had regular legislative sessions, whose public assistance statutes
now prevent them from disregarding earnings of recipients received
under titles I and II of the Economic Opportunity Act.
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(f) Income exempt under another assistance programs
The committee bill adds a provision that any amount of income

which is disregarded in determining eligibility for a person under one of
the public assistance programs shall not be considered in determining
the eligibility of another individual under any other public assistance
program.

6. DEFINITION OF MEDICAL ASSISTANCE FOR AGED

H.R. 6675 modifies the definition of medical assistance for the aged
so as to allow Federal sharing as to old-age assistance recipients for the
month they are admitted to or discharged from a medical institution.

Effective July 1, 1965. Cost: About $2 million.

7. JUDICIAL REVIEW OF STATE PLAN DENIALS

The House bill provides for judicial review of the denial of approval
by the Secretary of Health, Education, and Welfare of State public
assistance plans and of his action under such programs or non-

compliance with State plan conditions in the Federal law. The
committee bill would ad(d an amendment setting a time limit on the
Secretary's calling .f a hearing and substitutes language providing
the more traditional terminology as to the "substantial evidence rule."
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III. GENERAL DISCUSSION OF PROVISIONS SHOWING
DIFFERENCE IN HOUSE BILL

A. HEALTH CARE

For almost 5 years this committee has given active consideration to
ways of provi!1ing help for old people who need assistance in meeting
medical costs. As may be recalled, in 1960 the 86th Congress, after
very careful and exhaustive review of the situation and many pro-
posed solutions, concluded that Federal legislation was necessary.
T'he result was the formulation and enactment of the medical assistance
for the aged program, more popularly referred to to as the Kerr-Mills
program. At that time it was the view of the committee that such a
program should be undertaken to determine whether it would or could
adequately meet the national need. It has now been 5 years since
enactment of the 1960 Social Security Amendments and there has
been opportunity to evaluate the implementation of the medical assist-
ance for the aged program and to formulate a judgment as to the extent
to which this national problem is being met. Although the committee
believes that the Kerr-Mills legislation as a whole has been very bene-
ficial to the needy aged in our country, it has now concluded that the
overall national problem of adequate medical care for the aged has
not been met to the extent desired under existing legislation because
of the failure of some States to provide coverage and services to the
extent anticipated. The committee, therefore, has concluded that a
more comprehensive Federal program as to both persons who can
qualify and protection afforded is required.
A threefold approach to meet this national problem has been

developed. First, since the committee believes that Government
action should not be limited to measures that assist the aged only
after they have become needy, the committee recommends more ade.
quate and feasible health insurance protection under two separate but
complementary programs which would contribute toward making
economic security in old age more realistic, a more nearly attainable
goal for most Americans. In addition, the committee recommends,
as will be discussed later in this report, a strengthening of the medical
assistance provisions of the Social Security Act so that adequate medi-
cal aid may be provided for needy people.
The first of the two insurance programs consists of protection

against the costs of hospital and related care. 'his hospital insur-
ance plan would be financed through a new special tax separate from
existing social security taxes; and the contributions collected would be
kept entirely separate from the funds of the existing program in a
new Federal hospital insurance trust fund. The proposed hospital in-
surance would be financed through the new tax contributions during
the individual's working lifetime with benefits available at age 65.

In past amendments to the Social Security Act, when new programs
have been developed or when significant changes have been made to
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meet a national need, the Congress has followed the practice of extend-
ing tie new or enhanced benefits not only to those who will become
eligible for them in fiutulre years but also to the indivi(ldals then culr-
rently on the rolls. This has been done, of course, with the knowledge
that the current Ibeneficiaries on the rolls have not made contributions
specifically for the increased benefits or the new )benefits then being
provided. Of course, this means that the benefits going to the already-
retired group, represent in a sense aln "uiunfundeld" liability which lia;
to be met oult of future contributions. However, the practice lias
always been to cover tile present beneficiaries. Basic to it is the
recognition that the problem which such new legislation is designed
to meet exists not only for those who will become eligible in the future
but equally for present beneficiaries. It may be noted that the same
practices are often followed under private pension plans; namely, to
extend benefit liberalizations to existing pensioners on the rolls
when doing so for future pensioners.
The second of the two insurance programs is a voluntary supple-

mentary medical insurance plan that would cover a substantial part
of the cost of physicians' services and a number of other health items
and services not covered under the hospital insurance program. At
the beginning the voluntary supplementary plan would be financed
through monthly premiums of $3, and through equal matching con-
tributions from Federal Government general revenues. The com-
bined coverage of the two insurance plans would result in protection
for the elderly of a quality that only a few older people can now
afford. Most elderly people can be expected to have the protection
of both of these insurance programs.
The provision of insurance against the covered costs would encour-

age participating institutions, agencies, and individuals to make the
best of modern medicine more readily available to the aged.
The bill specifically prohibits the Federal Government from exercis-

ing supervision or control over the practice of medicine, the manner
in which medical services are provided, and the administration or
operation of medical facilities. Further, the bill specifically provides
that a beneficiary may obtain services from any participating institu-
tion, agency, or person who undertakes to provide him with the
services. The responsibility for, and the control of, the care of the
beneficiaries rests with the hospitals, extended care facilities, the bene-
ficiaries' physicians, etc.

In establishing the complementary plans for medical care for the
aged in this bill, no special recognition is being given to the lower
rate of hospital utilization which might be experienced by aged persons
under comprehensive health care plans. However, it is not the inten-
tion of the committee by this action to adversely affect those organi-
zations which provide and operate comprehensive health care services.
On the other hand, it is the hope of the committee that the develop-
ment of comprehensive health care plans be encouraged.

1. BASIC PLAN-HOSPITAL INSURANCE

(a) Eligibility for protection under the basic plan.
The proposed basic hospital insurance would be provided (on the

basis of a new section in title II of the act) for people aged 65 and
over who are entitled to monthly social security benefits or to an-
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unities under the Railroad Retirement Act (the adlminlisltration )nl(l
financing of benefits for railroad retirement beneficiaries are discussed
ill sec. (e) p. 38). In addition, people whio are now aged 65 or will
reach age 65 within the next few years and who are not insured tnIder
the social security or railroad programs wollld nevertheless )be covered
under the basic plan. In July 1966, when the pIrograln would become
effective, about 17 million people aged 65 andI over who are eligible
for social security or railroad retirement benefits, and about 2 million
aged who would be covered under a special transitional provision,
would have the proposed basic hospital insurance.

Included under the special provision would be all uninsured pleol)le
who have reached 65 before 1968. As to persons reaching 65 after
1967, they would have to have the quarters of coverage that are
indicated in the following table:

Quarters of coverage requiredfor OASI cash benefits as compared to hospital insurance

Men Womenii

Year attains age 65

OASI Iospital OASI Hospital
Insurance insurance

1937 or before .--------------..----------..-----.------- -16O 0 6-13 0
1068 .-----------..-.--. ...---------- ...------------ - 17 6 14 6
1969 ----.----------..----..-------------.----------- 18 9 15 9
1970------------------------------------------------ 19 12 Id 12
1971-...---..-- --------....--...-----------------..--.-- '20 1 7 15
1972 ................................................... 21 18 18 ()
1063.......-----------... ----..--.....------------- --------------- 22 21 ------.............

1974 ------.........--- ----.--- ------------ '23 ()

Same as OASI.

As indicated in the table, by 1974 the number of quarters of coverage
required for cash benefits and hospitalization insurance benefits will
be the same and the "transitional" provision will phase out for those
reaching age 65 thereafter.

togetherr, these two groups comprise virtually the entire aged popu-
lation. 'The persons not protected would be Federal employees
who have actual coverage under the provisions of the Federal Em-
)ployees Health Benefits Act of 1959. The House bill would also have
excluded individuals and their wives who had the opportunity to
come under the Federal act but lhad not so elected. The committee
(idl not believe that the exclusion of tiis group was equitable. It
believes tlat actual coverage under the Federal employees program
should be the sole basis for exclusion. Others excluded would be aliens
who have not been residents of the United States for 10 consecutive
years, aliens who have not been admitted for lawful residence, and
t)ersons convicted of certain subversive crimes.

Currently, 93 percent of the people reaching age 65 are eligible for
benefits under social security or railroad retirement and this percentage
will rise to close to 100 percent as the progrlan matures. Thus, over
the long run virtually all older people will meet the insured-status
requirements for the proposed hospital insurance.

49-643 O-65-pt. 1--3
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(b) Benefits
P1ersonrs entitle(l to bellefits und(ler tlhe lhosp)itall ins111ranll(ce pla)ll would

l)e eligi ble to havie pa)yelleI tsl 1tt(1e foir iiipa tie It iI )s pittl careaIn({ I '

illpo,)rtantIIadditional I)eneefits c()lveril l)post lspl)itatl e'xtelded care,
)postllHospititl lollle }lallth services, nd111 ceC'taill oultpl)tlliellt Ilho)l)ilnl
diaglnostic sttludies.

Benefits wouhItl be payable folr cove'c(led Ihoslpital and related hlealtii
set'vi(es furnisilhel begiiilling July 1, 1966. istll)pital exte (le(I
care b)elnefits .wou(l be elfieet ive Janarl.l y 1, 1967.

(I) Inlptient hospital be fits
The pl)l'oposed inpatient hospital benefits would, ex(elpt fol' an initial

dedIutlctil)ltiible out ItI(nl it coiilstulrlace 1f'eature for d(1a s in eX(cess 1o 60,
cover tile cost of services Iprovide(l by (o)I udlcler a11'ra1' MllleilltS Vwit l)
)articipatinlig Ihospititls flor' I1) t(o 1 2() days ill any o)e "sl)ell Iof illlless."
lThis is tHl exl)ansion of tile limit oft 60 days ill the Iloluse bill to
Irec()lgize tlhe Iieedt of tl)ose relatively few )Ipeople wilh)Ioleedl )lr)tect('ioll
folr Ilec(ssaIry stays of lo)ng durlltio. IThlt ill)positiono') tile c()-
inlsurance after tile, 60th day is a safeguard against anVy l)possible abll)use
of hospital utilization) ill these cases.A. spell of illliess wou!to l i1o ir1illv
begin with t(lie (laty a beneficiary enters a lHosl)ital a1nd endi( after' the
Ibeneficiary }lXis 'relailledl out of'l hospital andl out of tiii xtendl(ed
care facility fol' 60 consecutive ltays.

Inpatient services ill psycIliatric hospitals, which werel ('ludeil l

the v\olullnta l ysupple itary plall in thle House bill, lhave bCeen
Iloive(d to the basic hospital p)lanl under til(he c('ollnlittee's )bill. N I re-

ov-er, tlie lifetimlle IaXiilllulllll of 180( (ldays of psychliatri' hospl)iltl ca're
under tlhetIoouse blill liis beenl iln('creasedt to '210 days. If at pers)Is is
ill a psychiatric or1' tuberculosis lhosp)ital at tile time he becomes entitled
to) benefits, tile (lays lie lihas already bleen il tile. hospl)ital woull(l (',11cnt
tward(l t le 120)-day nlimit on) coverage of cillre ill such at hosplitil dulting
a spell of illness. I'llis provisions is illkeeping w\itll tlle intent of t le
basic p)lan to co ver only thle active phase of' treatlllent and(1 not to
co ver 120 days of care for a person wllo mltay have b)ee1 institutionalized
for years previously.

. The d(cllctible atlimuntll appl)licable to inplatienlt hosl)ital services at
the beginning of the prllogvllll wou(l be $40 per spell ()' illness.i le
de(ldctible would be chalinged tllereafter', but niot before 1 969, to) keep
pa('e with iliIreases illi, slpital costs. Ealch year, beginning ill 1 96S.
ti,}e Sec(retary would dlet crmlline tile a1ln)ilt, of the d(edtulctible alpllicablle
forI tlie succeedliilg year on tihe basis jof t}e 'relatio)llship bet\weell tlhe
average ta111ounllt paid perI tday for inpatient hospitital services during
year preceding tlie determination and tile rate for 1966. Increases ill
the dedctlctible allountl, would be made in $4 steps so that (changes of a
fewcentso1'leveof t few (dl's o l not shave to be liatlde ill-
Illedliately following each such change. (The House bill provided $,5
steps but tie committee lits ltlered( tIhis in tlhe interest of adllinistra-
tive sillplicity.) HIowever, over it period of tinle these changes would
accurately reflect the chan}lges ill hospital costs. Sniall annual eltiages
would not oily 1e tan administrative l)roblem, )but they would also
increase the problems of keeping beneficiaries informlled of tle alp-
plicable deductible. 'I'lTe Coilslur.ance llich is initially set t t 10 it
dtay (established by completing one-folurthi of tihe inl)altiet hospital
deductible) for datys in excess of 60 would be increased ill tlie samllie wtay



SOCIAL SECURITY AMENDMENTS OF 1965

is the de(luctilble amount if hospital costs increase. Tt, too, would
remain static until 1969.

Corered .services.-T'he reasonable cost of service orldinlarily provi(led
to inpatients b)y hospitals (olier tllan certain othiler items (iscllssed(
subllselquently), including new services andl techniq(llues ts ley are
adopted in tlhe future, would be paid for. Services frlrnislled to in-
patients by others under arrangements with a hlosplital coulldt a -:o be
covered if the arrangements call for billing for the services to be
through the hospital exclusively. Since thle reasonable cost of the
services would be covered, hospitals would not be deterred, because of
nonpaying or undlerpaying patients in this aged group, from trying to
provide the best of modern care. 'The following are the major items
and services that would be paid for.

Hospital room and board would be paid( in full in accolmmodatlions
containing from two to four beds. Payment would also be made for
private accommodations where their use is medically indicated(--ordi-
narily only when the patient's condition requires himI to b)e isolated.
IWhere private accommodations are furnished for the patient s coim-
fort, the payments would cover only the equivalent, of the reasonable
cost of acconmoldations containing two to four beds; the patient, would
payl the extra charges for the private room.

Nursing services ordinarily furnished by hospitals would be paid
for, lbut private duty nursing would not l)e covered.

'Paylents would not, be made under the hospital insurance plan for
the services of physicians, except services provided by medical and
mentall interns and residents in training under approved teaching
programs. Dental interns in training was an addition by the com-
mittee bill. Under the House bill, tlhe exclusion of pl)hysician's
services would also have excluded the services of radiologists, anes-
thesiologists, pathologists, and physiatrists and they only would lhave
been covered under the voluntary supplemlentary plan. The House
bill, however, provided that, the services of nonlphysicianl technicians
aiding such persons would be covered under the hospital insurance
plan.

'Tle committee believes that it is nrot wise to separate the billing
for these medical specialities. Therefore, the colmnlmittee bill provides
that where tlie services in radiology, anesthesiology, pathology, and
plhysiatry are arranged ftr and billedthrough a hospital they will be
covered under the basic hospital insurance plan. Conversely, where
tlie arrangement is that thle specialist is not pai(l by) or through tlie
hospital, reimbursement for the services ill be iadee 1nder the
voluntary supplementary plan.
Drugs and biological furnished to hospital patients for their use

while inpatients would be paid for under tlie -House bill. ,'Payllent
would be provided for all drugs and biological which are listed il
the United St rates Pharmacopoeia, or National Fornlllary or New
Drugs or Accepted Dentatl Remedies (except for any drugs land bio-
logicals unlfavorablyeevaluated therein), or wlich iare approved by
by tle pharmacy iand drug therapeutics committee (o0' equivalent
comnlllittee) of the medical staff of the hospital furnishing thle drugs
and biological. (These publications have been coimpile(l and are
aIlintained by the professional organizations concerned with tile
proper use of drugs.) The committee has added tile United States
Homeopathic Pharmacopoeial to the list of drug formularies to be
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used and specifies that drugs approved for listing in the approved
forlnularies, although iot. actually listed, would be included. The
alternative requirelentl of approval by a committee of the medical
staff of the hospital is in line with the recommendations of the Amer-
icani Hospital Association, American Medical Association, American
Pharmaceutical Association, and the American Society of HIospital
Pharmacists, These organizations jointly have recommended that
hospitals adopt a formulary system based upon the functioning of a

pharmacy and drugs therapeutics committee of the medical staff of
the hospital as a means of protecting the hospital's patients against
drugs of poor quality. Innovation and the use of new drugs would
not be discouraged because such hospital committee could adopt for
use any new (drugs which it approved.
The committee did(hlear testimony that some of the drugs frequently

administered in hospitals are combination drugs. While the principal
ingre(lielt of the combination drug imay be listed ill the formularies
specified in the bill, thle otlier ingredients, of secondary importance, are
often not and, tllhs, the drug is excluded. 'I'e committee bill would
provide for the inclusion of such a. combination drug if the principal
ingredient, or ingredients, are listed i n a approved formulary.

T'lle intent of the provisions for determining which drugs and
bliologicals are covered is to permit payment for all drugs and biologi-
cals which medical an(td le(lically related organizations have evalllated
and selected as being proper for use.in the course of good Ipatient care.

'IThere will he a dedillctil)le in an amount equal to the cost of the first
3 pints of I)lood furnished for an individual during a spell of illness.
The difference between tile cost of the blood to the hospital and tle
charge to the beneficiary would be deducted from the payments the
)roosed program woll(-l otherwise make to the hospital. Trllus the
hospital would not make a profit on the blood for which it charges a
beneficiary. The committee included this deduction provision in the
interest of tlhe voluntary blood replacement programs, which encour-
age donations of blood l)y waiving charges for blood which the patient
arrallges to replace. The ';miitation of the deduction to 3 pints of
blood was made inl view of the problems aged people would have in
securingreplacement of, or paying for, large quantities of blood.

Supplies and appliances would be paid for under the hospital in-
surance plan when they are a necessary part of the covered inpatient
hospital services a patient receives. For example, the Ilse of a

wheelchair, crutches, or prosthetic appliances could be paid for as

part of hospital services but payment for hospital services would not
cover furnishing these items to the patient for use after his discharge.
(However, the cost of using these items after hospitalization might
be paid for if needed as part of the posthospital extended care lie
might receive or it might be provided under a plan for his home
health services.) items slppllied at the request of the patient for his
convenience, such as television rental in liospitals, would not be paid
for under the program.

Conditions of participation.--The committee's bill lists conditions
that hospitals must meet in order to participate in the proposed pro-
grani. 'I'hese conditions for participation are included to provide
assurance that participating institutions are saf., that they have
facilities and organization necessary for the provision of adequate
care, and tlat they exercise their responsibility to discourage improper
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and unnecessary utilization of their services and facilities. The
inclusion of these conditions is designed to support the efforts of the
various professional accrediting organizations sponsored by the med-
ical and hospital associations, health insurance plans, and other
interested parties to improve the quality of care in hospitals. To
aIllow payments to institutions for services of lower quality than are
now generally acceptable might reduce the incentive for establishing
high-quality institutions or for maintaining high standards where
they now exist.

In order to participate in the program, hospitals would be required
to be licensed (of course, certification or approval where such pro-
cedures are State or local law equivalents to licensing would meet
this requirement) and satisfy conditions specified in the bill relating to
clinical records, medical staff bylaws, and utilization review. They
would also have to meet certain other specified requirements. The bill
authorizes the Secretary to prescribe such further requirements as the
Secretary finds necessary in the interest of health and safety. The
health and safety requirements prescribed by the Secretary (including
any requirements requested by a State which are higher than those
prescribed for other States), cannot, however, be more strict than the
comparable conditions prescribed for accreditation of hospitals by the
Joint Commission on Accreditation of Hospitals. Thus, the Secretary
could, for example, require participating hospitals to maintain tissue
committees which reexamine the condition of the organs removed
during surgery and to meet other conditions which the health profes-
sions consider necessary to good patient care, but the Secretary could
not set the hospital standards above the professionally established
level.

Hospitals accredited by the Joint Commission on Accreditation of
Hospitals would be conclusively presumed to meet all the conditions
for participation, except for the requirement of utilization review.
(If the Joint Commission adopts a requirement for utilization review,
the Secretary could accept accreditation by the Joint Commission as
sufficient evidence that a hospital meets all the requirements of the
law.) Linking the conditions for participation to the requirements
of the Joint Commission. provides further assurance that only pro-
fessionally established conditions would have to be met by providers
of health services which seek to participate in the program.
The conditions of participation for psychiatric and tuberculosis

hospitals would be similar to those for other hospitals, though differing
in some respects due to their different purpose. To provide assurance
that the program while paying for active treatment in psychiatric and
tuberculosis hospitals would avoid paying for care that is merely
custodial, the conditions of participation require that the hospital be
accredited by the Joint Commission on Accreditation of Hospitals,
that its clinical records be sufficient to permit the Secretary to deter-
mline the degree and intensity of treatment furnished to beneficiaries,
and that it meet staffing requirements the Secretary finds necessary
for carrying out an active treatment program. A distinct part of an
institution can be considered a psychiatric and tuberculosis hospital
if it meets the conditions even though the institution of which it is a
part does not; and if the distinct part meets requirements equivalent
to accreditation requirements, it could qualify under the program even
though the institution is not accredited.
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The committee recognizes that there will be emergency situations
where an individual who is eligible for hospital insurance benefits will
go or be taken to a hospital that does not participate in the program.
For example, an accident victim might have to be taken immediately
to the nearest hospital, either for outpatient diagnosis and treatment
or for admission as an inpatient. The committee's bill would permit
the payment of benefits for emergency hospital diagnostic services or
inpatient care in such cases until it is no longer necessary from a medi-
cal standpoint to care for the patient in a nonparticipating institution.
To be paid under the program for its services, the nonparticipating
hospital, like participating hospitals, would have to agree not to charge
the patient amounts (except the deductibles and coinsurance) in addi-
tion to the program's payments for covered services. The committee
has added a provision for emergency services in a hospital outside the
United States when it is closer or substantially more accessible than
comparable facilities in the United States. A further qualification is
that the patient has to be physically present within the United States
when the emergency which necessitated the hospitalization occurred.

Christian Science sanatoriums that are operated or listed and certi-
fled by the First Church of Christ, Scientist, in Boston, could partici-
pate in the program as "hospitals." The participation of these
institutions and the payment for items and services furnished by them
would be subject to such conditions, limitations, and requirements as
may be provided in regulations. In general, however, the committee
intends that payments to Christian Science sanatoriums would cover
costs of services ordinarily furnished by these sanatoriums to patients
which are comparable to those for which payment could be made to
hospitals and intends these sanatorium services to be a substitute
for, and not an addition to , medical services that might be furnished
to a person if his religious beliefs were not contrary to thle use of the
usual facilities. Coverages and exclusions applicable to hospital care
would also apply in these institutions. For example, the services of
a Christian Science nurse would be covered unless her duties are those
of a private duty nurse or attendant; similarly, the services of a Chris-
tian Science practitioner, who is the Christian Science counterpart of
the physician, would not be paid for since physician's services are not
paid for under the hospital insurance plan. Payment would only be
male for bedfast patients who, except for their religion, would have
to have been admitted to a hospital.

(2) Posthospital extended care benefits
Care in an extended care facility will frequently represent the next

appropriate step after the intensive care furnished in a hospital and
will make unnecessary what might otherwise possibly be the continued
occupancy of a high-cost hospital bed which is mIore appropriately
used by acutely ill patients.
The posthospital extended care benefits which would be provided un-

der the hospital insurance plan would cover care in qualified extended
care facilities in cases where the patient was hospitalized for 3 or Imore
consecutive days and tlen transferred to the facility for continued care
of the sane illness within 14 days of his hospital discharge. Under
the House bill, a patient who meets the hospital-transfer requirement
anld who is then discharged from the extended facility to his home
could again receive extended care benefits in the same spell of illness
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without being hospitalized again if he is readmitted to the same facility
within 14 days after discharge. The committee amended this provi-
sion so that the individual could be readmitted to any participating
facility within 14 days. In some cases, there light not be an available
bed in the original extended-care facility. The hospital-transfer re-
quirement is intended to help limit the payment of the extended-care
benefits to persons for whom such care may reasonably be presumed
to be required in connection with continued treatment following in-
patient hospital care and makes less likely unduly long hospital stays.
This requirement also helps to assure that before a patient is admitted
to an extended care facility his medical condition and needs will
have been adequately medically appraised. Immediate transfer from
a hospital to a posthospital extended care facility is not required
because, iln soie instances, care in such a facility might be found to
be needed, for example, only after a trial at convalescent care at tile
)atiellt's hrome proves unsuccessful. Similarly, the period of extended
c(are services 1may l)e interrupted briefly and then resumed, if neces-
sary, without hospitalization preceding the readmission to a partici-
p)ating facility.
Payments could be made for up to 100 days of care in extended

care facilities during any one spell of illness. The payments made for
each day beyond the 20th day of the patient's stay in a facility would
be reduced by a coinsurance amount paid by the patient equal to $5
a (lay, initially, computed on the basis of one-eighth of tlie deductible
for in-patient hospital services. In later years it will increase in the
samie manner as the hospital coinsurance if costs increase.

'The H-ouse bill provision allowing for the conversion of unused hospi-
tal (lays into extended care days thas been eliminated. However, 100
lays of extended care, regardless of the length of hospitalization,
would be available under the committee bill as opposed to as few as
20 days under the House bill.

Covered services.--The program would cover the items and services
generally furnished by posthospital extended care facilities. These in-
clude room and board in two- to four-bed accommodations, nursing
care, physical, occupational and speech therapy, and such drugs as are
ordinarily furnished by the facility to its in-patients. In addition,
payment could be made for the medical services of interns and residents
in training and other diagnostic and therapeutic services furnished in-
patients of the extended care facility by a hospital with which it has an
agreement for the transfer of patients and exchange of medical records.
Payment would also be made for physical, occupational, and speech
therapy furnished by a party other than the facility if furnished under
arrangements which provide for payment for therapy to be made
through the facility. In no case could payment be made for any serv-

ice, drug or other item which could not be paid for under the hospital
insurance program if furnished in a hospital. Neither could pay-
ment be made for services not generally provided by posthospital ex-
tended care facilities. For example, under this rule the use of an
operating room would not be covered in the case of an extended care
facility since operating rooms are not generally maintained as part of
such facilities.

conditionss for participation.--A posthospital extended care facility
could be an institution, such as a skilled nursing home, or a distinct
part of an institution, such as a ward or wing of a hospital or a section
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of a facility another part of which might serve as an old-age home. To
assure that there will be no unnecessary barriers to the transfer of pa-
tients between hospital and extended care facilities when the attending
physician determines the transfer is medically appropriate, a par-
ticipating facility would be required (except as noted in the next
paragraph) to have an agreement with a hospital for the transfer of
patients and interchange of medical records. The requirement for a
transfer arrangement does not mean that a )atient would have to be
transferred between a hospital and extended care facility which have
such an arrangement with each other in order to qualify for extended
care benefits. A transffer arrangement with any hospital would qualify
the facility so that a patient's posthospital extended care would be
paid for if he was admitted from any hospital.
Where an extended-care facility has attempted, in good faith, to

arrange a transfer agreement with nearby hospitals, but failed, the
State agency could waive the re(tlirement for a transfer agreement
if the agency finds that the facility's participation is in the public
interest and essential to assuring extended care to older people in the
particular community.

Extended care facilities would also be required to satisfy a number
of conditions necessary for an institutional setting in which high-
qlalilty convalescent and rehabilitation care an be furnished. 'These
include conditions relating to the provision of aroulnd-the-clock nurs-
ing services with at least one registered nurse employed fill time,
the availal)ility of a physician to handle emergencies, the maintenance
of appropriate medical policies governing the facility's skilled nursing
care and related services, methods and procedures for handling drugs,
and utilization review. In addition to the conditions specified in the
bill, the Secretary would( b)e authorized to prescribe such further re-
quirements to safeguard the health and safety of beneficiaries as lhe
may find necessary.

T'he conlmittee added to the House bill a provision under which
Christian Science nursing homes operated, or listed and certified by
the First, Church of Chlrist, Scientist, in Boston, Mass., could par-
ticipate in the program asI extended care facilities. Thie participation
of these instit utions an(I the payment for items and services furnished
hy them would be sut)ject to such conditions, limitations, and require-
ments as lay b)e provided in regulations. It is expected that in
formulating these regulations, the Secretary of Health, Education,
land Welfare would take into account similar objectives to tllose of
the parallel provisions for the coverage of Christian Science sanato)riIIum
services.

(3) Posthospital home health care benefits
Payments would be made for visiting nurse services and related

home health services when furnished in accordance with aplan estab-
lished and periodically reviewed by a physician. Tlhe proposed pay-
lients would )e lmade only for a patient who is under the care of a

physician and confined to his own home (except when lie is taken
elsewhere to receive services which cannot readily be supplied at
ome). Since thle nature and extent of the care a patient would re-
ceive would )e planned by a )physician, medical supervisionn of the home
health services furnished by paramnedical personnel-such as nurses
or l)hysical therapists--would be assured.
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Up to 175 visits by home health personnel would be paid for during
a spell of illness and any subsequent period before a new spell of illness
begins. Such visits would have to occur during a 1-year period
following the patient's discharge from a hospital or extended care
facility. The House bill provided 100 visits, but the committee
believed that this alternative to costly institutional care should be
extended to some degree. To be eligible for home health benefits
the beneficiary would have to have been an inpatient in a hospital
for at least 3 days or in an extended care facility and a home health
plan for his care would have to be developed by a physician and steps
would have to be taken to implement the plan within 14 days after
his discharge.
A "visit" would be defined in regulations. It is contemplated, for

example, that ordinarily one visit would be charged each time home
health personnel furnish a covered service to the patient. For
instance, a visit would be charged each time a therapist would go to
the patient's home to furnish speech therapy. If a beneficiary had a
visit from a speech therapist and a visiting nurse in the same day,
two visits would be charged. Similarly, if the patient were to be
taken to a hospital to receive outpatient therapy that could not be
furnished in his own home-hydrotherapy, for example-and also
receive speech therapy and other services at the hospital in the course
of the same visit, two or more visits might be charged.

Covered services.-The proposed posthospital home health payments
would meet the cost of part-time or intermittent nursing services, phy-
sical, occupational, and speech therapy, and other related home health
services furnished by visiting nurse agencies, hospital-based home
health programs and similar agencies. More or less full-time nursing
care would not be paid for under the home health benefits provision.
Payments could be made for services furnished by other parties
under arrangements with such agencies-the services of an independ-
ent physical therapist and interns and residents in training of an
affiliated hospital, for example.
To the extent permitted in regulations, the part-time or intermittent

services of a home health aide would also be covered. The duties of
the home health aide which would be covered are comparable to those
of a nurse's aide in the hospital who would have had training and
experience that is not ordinarily possessed by lay people-for example,
traniing and experience in giving bed baths to ill and bedfast patients.
Often, the home health aide services are essential if the patient is to
be cared for outside a hospital or nursing facility. Food service
arrangements, such as those of meals-on-wheels programs or the serv-
ices of housekeepers would not be paid for under the home health
provisiollS.
While the home health patient would have to be homebound to be

eligible for benefits, provision is made for the payment for services
furnished at a hospital or extended care facility or rehabilitation cen-
ter which requires the use of equipment that cannot ordinarily be
takcn to the patient in his home. Ih some cases special transportation
arrangements may have to be made to bring the homebound patient
to the institution providing these special services. The transporta-
tion itself would not be paid for. It he is furnished other services at
tile hospital or facility at the same time these too could be paid for,
even though they are of a kind that could be furnished in the patient's
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home. But such services would be covered only if they are furnished
under arrangements which provide for billing through the home health
agency. For example, if it is necessary, because of the size of the
equipment involved, to take the patient to a hospital to give him
physical therapy and while at the hospital he receives speech therapy,
benefits could be paid for both services, but only if the home health
agency takes responsibility for arranging and billing for all the services.

Conditions for participation.--The conditions for participation of
home health agencies are designed primarily to assure that participat-
ing agencies are basically suppliers of health services. The proposal
would cover visiting nurse organizations as well as agencies specifically
established to provide a wide range of organized home health services.
It would also cover home health services provided by a community
hospital. In order to participate, the home health agency or organiza-
tion would, in addition to meeting certain other requirements, either
have to be publicly owned or be a nonprofit organization exempt from
Federal taxation, or it, would have to be licensed and satisfy staffing
requirements and other standards and conditions prescribed by regular-

tion. It is the understanding of the committee that organizations
providing organized home care on a profit basis are presently non-
existent. However, the language of the bill permits covering such
agencies if they come into being, are licensed, and meet the high
standards which the present nonprofit agencies offering organized
care meet.

'The committee ade(l to the IHouse bill a provision under which
a Christian Science nursing service operated, or listed and certified,
by the First Church of Christ, Scientist, in Boston, Mass., could
participate in the program as a home health agency. Their participa-
tion and the payment for items and services furnished by them would,
like payments tor Christian Science sanatoriums and nursing homes,
be subject to such conditions, limitations, and requirements as may
be provided in regulations.

(4) Out-patient hospital diagnostic benefits
Finally, payment could be made for tests and related services--other

than those performed by physicians--that are ordinarily furnished by
a participating hospital to its outpatients for the purpose of diagnostic
study. Payments could also be made for such service furnished by
others under arrangements with the hospital that provide for tile
billing to be through the hospital. Where the services are furnished
outside the hospital, they would have to be furnished in facilities
operated by or under the supervision of the hospital or its organized
medical staff. (Diagnostic tests performed in a physician's office
would, like other physicians' services, generally be covered under tile
voluntary supplementary plan unless part of t routine physical
checkup.)
A deductible amount equal to one-half the de(luctible amount appli-

cable in the case of in-patietlt hospital services would be applied against
payments for out-patient hospital diagnostic services furnished by the
same hospital during a 20-day period. IThe deductible would be $20
initially (one-half of $40). It will rise in the same manner as the
hospital deductible if hospital costs rise in future years.
The committee was concerned that, under the House bill, there

would be differences in the extent to which the patient's expenses
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for diagnostic services would be reimbursed depending on whether
the services were rendered in an out-patient section of a hospitaland covered under the hospital insurance plan or furnished in a
physician's office and reimbursed under the supplementary plan.
The $20 deductible amount under the hospital insurance plan in some
cases creates a financial incentive for a beneficiary to obtain diagnostic
services in a physician's office-in cases where, for example, such
services would not be subject to any deductible because the individual
has already satisfied the $60 deductible requirement under the sup-
plementary plan; in other cases, the incentive could be in the direction
of using hospital facilities.
The committee's bill would minimize the differences in reimburse-

ment in these cases by providing for payment of 80 percent, rather
than 100 percent, of the cost (above the deductible) of out-patient
hospital diagnostic studies and by counting amounts paid toward
the out-patient deductible under the basic plan as an incurred expense
under tlhe supplementary plan. The House bill would, also, have
allowed the crediting of the out-patient diagnostic deductible against
the in-patient hospital deductible under certain circumstances.
This provision has been eliminated in the committee bill.
(c) Method of payment
The bill provides that the payment to hospitals and other providers

of services shall be equal to the reasonable cost of the services and
that the methods to be used and the items to be included in determin-
ing the cost shall be developed in regulations of the Secretary in
accordance with the provisions of the bill. The regulations may pro-
vide for payment of the costs of services on a per diem, per unit, per
capita, or other basis, may provide for the use of estimates in differ-
ent circumstances, may provide for the use of estimates of cost of
particular items or services, and may provide for the use of charges
or a percentage of charges where this method reasonably reflects the
cost.
The appropriate basis of payment for hospital services when pay-

ment is made by public or private agencies has been the subject of
extended and Ipaintaking consideration for more than a decade, Gov-
verning principles have been developed which have attained a large
measure of agreement. It is the intent of the bill that in framing reg-
ulations full advantage should be taken of the experience of private
agencies in order that rates of payment to hospitals may be fair both
to the institutions, to the contributors to the hospital insurance trust
fund and to other patients. In framing the regulations the Secretary
and his staff will consult with the organizations that have developed
these principles as well as with leading associations of providers of
services.

Similar principles can without undue difficulty be developed to
establish fair basis of payment. to extended care facilities and home
health services agencies.
The cost, of hospital services varies widely from one hospital to

another and the variations generally reflect differences in quality
and intensity of care. The same thing is true with respect to the cost
of the services of other providers. The provision in the bill for
payment of the reasonable cost of services is intended to meet the
actual costs, however widely they may vary from one institution to

35



SOCIAL SECURITY AMENDMENTS OF 1965

another, except where a particular institution's costs are found to be
substantially out of line with those of institutions similar in size,
scope of services, utilization and other relevant factors.

Although payment may be made on various bases the objective,
whatever method of computation is used, will be to approximate as
closely as practicable the actual cost (both direct and. indirect) of
services rendered to the beneficiaries of the program so.that under any
method of determining costs, the costs of services of individuals
covered by the program will not be borne by individuals not covered,
and the costs of services of individuals not covered will not be borne
by the program. 'The basis for the computation of the cost of bene-
ficiaries may vary by institution. The most usual hospital cost re-
imblurlseent procedures now in use by plans that pay for in-patient
services are based on the average per diem cost of the patients in the
institution to which payment is made, adjusted to reflect the provisions
of the plan. Some institutions, however, base their charges to the
public on careful cost ascertainment or accounting and change their
charges only when there is a change in the cost of the service involved.
In these and other appropriate cases reimbursement would be per-
initted on the basis of tle ratio of cost to charges for the services
actually received,

In other institutions some of the charges are set according to
prevailing rates in the area, or are based on other considerations and
not solely on the actual costs of the particular items and services
rendered. Except where a close correlation of cost and charges would
be shown, other methods would have to be applied to achieve equita-
ble reimbursement.
The concept of reasonable cost and the principles and methods for

translating this concept into practice in individual circumstances are
of concern to consumerIs, providers of service, insuring organizations,
and State and Federal governmental programs.

In the determination of reasonable costs of services consideration
should be given to all necessary and proper expenses.incurred in render-
ing the services, including normal standby costs. Reasonable costs
should include appropriate treatment of depreciation on buildings and
equipment (taking into account such factors as the effect of Hill-
Burton construction grants and practices with respect to funding of
depreciation) as well as necessary and proper interest on capital
indebtedness.
Many hospitals engage in substantial educational activities, includ-

ing the trailing of medical students, internship and residency pro-gramns, the training of nurses, and the training of various paramedical
personnel. Educational activities enhance the quality of care in an
institution, and it is intended, until the community uln(er'takes to bear
such education costs in some other way, that a part of the net cost of
such activities (inclllding stipends of trainees as well as compensation
of teachers and other costs) should be considered as an element in the
cost of )patient care, to be borne to an appropriate extent by the
hospital insllran(ce program.

Identifiable expenses for medical research, on the other hand, over
and above the costs closely related to normal patient care, would not
be met from the trust fund. Available research funds are generally
ample to support important basic medical research.

In some cases, the charges hospital patients pay include a share of
the cost of rendering services to free and part-pay patients as well as a
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share of uncollectible bills. The committee has given careful consid-
eration to the question of the effect that the proposed program would
have on charges to other paying patients. The insurance system will
reduce t oe losses of hospital income from bad debts or for care of free
or part-pay aged patients which might otherwise be included in charges
to other paying patient b payipaying the full cost, except for the deduct-
ible and coinsurance, for substantially all patients over 65. Under the
public assistance programs now existing and even more as they would
exist lln(der the provisions of this bill, the Federal Government will
make a very substantial contribution toward the medical care of the
needy of all ages. Under the bill moreof the needy could be aided under
the Federal-State assistance programs. Further, the proposed amend-
ments would require, under the medical assistance and maternal and
child health and crippled children programs of the Social Security
Act, thel aymrent of the reasonable costs of covered hospital services.
This will assist hospitals in reducing income deficits arising out of
providing hospital care to persons unable to pay for care.
These provisions, taken in combination with the hospital insurance

system under part A of title XVIII, will appreciably reduce the need
of hospitals to charge their paying and prepaying patients more than
the cost of their services in order to compensate for care rendered to
other patients without charge or at less than cost. The bill will thus
make a contribution toward rationalizing the distribution of hospital
costs and relieving voluntary insurance and prepayment systems, as
well as those patients who pay for services at the time when they are
rendered, of some part of the burden they now bear for indigent and
charity patients.

In paying reasonable costs it should be the policy of the insurance
program to so reimburse a hospital or other provider that an account-
ing may be made at the end of each cost period for costs actually
incurred.
(d) Financing
The hospital insurance program would be financed through a

separate payroll tax that would be paid by employees, employers,
and the self-employed, except as to railroad retirement eligibles whose
benefit financing is discussed elsewhere. The proceeds of this tax
would be earmarked to a newly established hospital insurance trust
fund, which means that these funds will be kept completely separate
from the taxes which support the present social security program.
The earnings base of the new tax would be the same base as that for
the social security tax so that the recordkeeping tasks of employers and
the Government would be left largely unaffected by the establishment
of a separate contribution for hospital insurance. To assure that the
hospital insurance contributions are clearly identified as such to
contributors, the bill requires that the withholding forms, W-2's, show
what percentage of the worker's total tax payment was withheld to
finance the cost of the proposed hospital insurance. Hospital insur-
ance benefits and administrative expenses would be paid only from the
hospital insurance trust fund.

' The complete separation of hospital insurance financing and benefit
payments is intended to assure that the hospital insurance program
will in no way impinge upon the financial soundness of the old-age,
survivors, ,nd disability insurance trust funds. A separate annual re-
port will be reqllired on the operation of the hospital insurance pro-
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gram. Furthermore, identifying the contribution as a hospital insur-
ance contribution will tend to increase the contributor's sense of
financial responsiblity for the benefits provided.
Under the proposed schedule of contribution rates, the fund would

ble sufficient to cover all the costs of the hospital insurance benefits (and
administration) for persons entitled to social security or railroad re-
tiremnent benefits. The schedule of contribuitioni rattes is the same for
employers, employees, and self-employed persons and is as follows:

Percent Percent
1966 -----------..--..------ 0. 325 1976-79 --..-..---..----------- 0. 65
1967--70-------------.... .. 60 1980--86 -----------.----.--- 76
1971-72-- ..------.----- .- 5566 1987 and after---------------. 85
1973-75--------------------- .60
As will be explained in greater retaill later in this report, the sched-

tile of contribultionl rates is based on conservative estimates of cost.
IThe cost estimates also llse the assumpl)tion that, while earnings will
continuee to rise in the future as they have in the past, tile 1an1nal limli-
tation on taxable earnings will not, be1 increased beyond the increase
provided for in the committee's bill ($6,000).
'he cost of provi(ling Ioslpital andrelated posthosplital insurance

benefits to people who are not social security or 'railroad retirement
beneficiaries woullcd b met from general revenues,
(e) Coverage of railroad workers
The committee has added provisions to the bill which, subject to

amending the Railroad Retirement Tax Act to establish a wage base
which would finance the hospital benefits in a reasonllably adequate
manner, would lake changes in tlie a(lministratioll of hospital
insurance )benefits as to beneficiaries tlider' the railroad retirement
program, This almendetlleit was suggestedC in a letter to the chairman
of the committee front the chairman of the Com)littee o() Labor and
Public Welfare who said hle had been advised by the chalirmall of the
lRailroad Retiremelnt Subcomm)(iittee that such a11 amelnd(llent of the
House bill "would correct an unwarranted departure froIm thle agree-
m11ent of long standing between the oSecretary of Health, Education,
and Welfare and the Railroad Retirenenlt Boardl, arid unwarranted
departure fromil tile congressi()oial policy of long stan(lling to cover
ulp)(o the Ralilroatd Retirelmet Bo)ard jiurlisdictiol for tih admlinis-
tration by the Bojard( of all ty l)es of tbeiefit, programs for railroad
eml))oyees, tlheir depelidents ali( survivors.'.
The House bill )povides that, the hospital insurance taxes im!)iposedunder the Federall Insiurallce (Contlrib)ltiolns Act (which I)pplies to

earningss covered u(lior socinil security) would be inmplosed on railroad
workers and enllployers ill the samine amount andl( in the same manner
as iosl)ital insulanlce taxes (on workers and employers (covered under
social security.

Under thle Collmmlitte amlenm(llienlt, the taxes of tlhe hospital insull-
ancle benefits plro(gramll would belevieol tundle tle Raillroad Reitremnent
Tax Act, with increases in tlle schedule of railroad retirement tax
rales eqt1al to tele tax rates of ftle hospital imllstra nc benefitslpr')graI.
Through the operation of the financial in terclhangeprlovisio(ns, the
hospital insurance system would receive income from thle railroad
treti'ement account equal to tile amiouniit of tile hospital insurance
taxes on railroad empnloymrent which would be payable if such employ-

38

9.869604064

Table: [No Caption]


460406968.9



SOCIAL SECURITY AMENDMENTS OF 1965

mient were covered directly under the hospital insurance system (as
in the House bill) and would reimburse the account for the hospital
insurance benefits paid from the account. If railroad retirement
employment had been covered directly, the hospital insurance sys-
ten would have paid such benefits with respect to people receiving
railroad retirement benefits. The application of the financial inter-
change to hospital insurance benefits would be an extension of the
financial interchange provisions which now apply to old-age, survivors,
and disability insurance benefits.

l'The committee amendment also authorizes the Railroad Retirement
Board to enter into agreements with 'Canadian hospitals and with
hospitals devoted primarily to railroad employees, for the purpose of
providing hospital insurance benefits for railroad retirement bene-
ficiaries.
These amendments to the railroad retirement provisions of the bill

would become effective only after the enactment of amendments to
the Railroad Retirement Tax Act increasing thle maximum amount
of monthly compensation taxable under that act to an amount equal
to or in excess of the one-twelfth of the maximum annual earnings
creditable under the hospital insurance program. (Under present
law the mIaximum amount of earnings taxable under the railroad re-
tirelelnt program is $450 a month; under thle bill, the maximum
annual earnings creditable under the social security and hospital in-
suralnce programs would be $6,600--$550 a month.) The amend-
lllellts woull become ffective January 1, 1966, if the above-mentioned
illrease ill the monthly collepleisatiocreditable under the railroad
retirement prlog'ralm, is in effect at tie time and had been enacted by
October 1965, or would become effective on Janruary I of any subse-
quent year if the increase was in effect on October 1 of the illle-
(liately preceding year. If these financing conditions are not mIet,
the financing and aldllinistrationl provided in tle House bill will be
in effect.

UnIder the fillnaial interchange provisions discussed above the
amoullts of taxes which the railroad retirement account will have to
transfer to tile hospital insurance trust funds will be based( upon the
$0,06() social security tax base provided in tlle committee's bill.
\1ilking the lamendmnllts to the railroad retirement provisions of the
bill colntingentl upon the railroad retirement taxl sbebeing made
compll)aralle to the 11osjlital insurance tax base assures, on the whole,
that tlhe ful(ls which are to be transferred to tte hospital insurance
trust fllndsunder thle financial interchange provisions will )e obtained
d111(e' tie proposed illcrease in the railroaId retirement contribution
sc(hed(lle,

2. VO()IUNTAY SUPPI'LEM ENTA 1Y IPLAN

(a) 1lifib6ilit/ alndld enrollmen .tunder the voluntary supplementarly plan
'lhle prop)ose(l supplemenlltary ilnsti'race would be available to all

1)001)le age 65 and over whetherr or Iiot they tare social security or
railroadl retirement })beneficiaries) who are residents of the UJnited
States an11(l either are citizens or aliens admitted for permanent resi-
<dence wlio have h1ad 10 years of conltiinuous residence. Eniollmrent
in tile splpl)lemnentary planl wouldIbe o() a voluntary basis.
Under thle coimmittee-approved bill, the term supplemlentary medi-

cal illsulllllce, rather tlian supplementary health insurance, is used
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in order to more precisely characterize the benefits under the supple-
mentary plan as being primarily coverage of the costs of physicians'
services. The committee-approved bill would also advance tle
effective date in the Holse-passed bill for the supplementary plan
by 6 iont1hs--from Jully 1, 1966, to Jattlnuary 1, 1967-in order to
allow additional time for preparing to administer tllis program.

In general for a person attaining age 65 in tle future, an eligible
persoli could( enroll (dllring the period beginlllinlg withlmthe tired month
preceding thce IIontll in which lie attains Iage 5 and entling 7 imonthls
later. Under the Ho-ouse bill, the supp)l)lleenitary instranl(.ce would be
effective with tile first day of the third month following the mon()thl ill
which he enrolls (but not earlier than the effective date for benefit,
payments unl1der tile )Iroigrami). The committee bill modifies tills
Provision so0 that tlhe ilnstIIIrance coverage would( begin lore10 ro)mptly
)rovi(led the beneficilary suli)scribes without unlduel delay beyond( tile

poilit, att which lie was first. eligible. 'I'lhe illsuranlce wolild take effect
with tl mont()ll the illlividual attains age 65 if lie enrolls )before that
month. If lie enrolls in the 1mo()nthl in which lie attains age 65, the
insurancel would take effect with tlhe following (mo)th; if le enrolls
tlle 11Ioitllb following thle Inonlth il which he attains age 65, itt woN l(d
take effect, with tile seconll( month followingS tile lilonth of erollmelt;
if lie enrolls moreI thanril 1 ln()llth following tile monthly inl which lie
attainls age 65, the inslranli ce would take effect with the third montil
following the month ill which lie enrolls.
A special enroollmlet ,period would be available at tlie beginning of

tlec prograll for people whlo have already realced (65 by tJulle 30, 119(66.
Under the committee bill this einrolliment period woIuld begin on
April 1, 1)966 andl end onl September 30, 1966. Coverage utnlerl the
su)ppnlementary insurance for people who enroll (lIlring this period
would begin with January 1, 1967. Inlivid(uals who lare eligible to
enroll (liuingr this initial general enrollment period but fail to do so
could enroll at any tilimc before April 1, 1967, if tlhe Secrctary deter-
minecs that there was good cause for tile individ(ltal's failure to enroll.
H-owever, it' an individual enrolls under tile latter pr)o vision, his
(overage could not begil until tlCe sixth 11mo(lt after lie enrolls.

(lrillng which aii individ ual \ws covered llnde(l te I)ogramll.
T''lre would be1)ca general en('o1llm1110t1period(l )tweell Octol)r' I land

December 3 1 of 1968 ald during the (comparableperiod i i everl e(e)-
Iu]m})lbel'e(l year thereafter. A )1'ers( wlIo (l'llls i a ge1eral'1 l'(1ll-
lioeltl )el'iod would get plrotectiol effective witll tlhe July 1 following
tlhe general enrollmen.llt period.
No onie could enroll for tle first tiim.e (motlhan 3 years after the

close of tlie fist enrollllent, period olpe to hlilil 1an .lo olln could
reenrollll unless lie ( (,oe so inl a general ci(iiolliment period which( be)gilns
withill 3 years of tie (late his Irevious elnrolllmenit itas ter'iniatCte(l.
A I)e,'son' could reenlloll only ocl(e.

T'l'h limitations oil eir'oll'lmet aind re.eiollmllet suich. ass those reco-li-
mendedl are la(lde ill older to reduce the )possiblility o)f )pCol)le enrolling
ill the programl'l whicli tihir health deteriorates, thus increasing costs by
'ov'ering pl)eople (ldu'inlg periods of ill Ilealthl wlho chose lnot to be
covered during periods of good health.

'lTe Secretary also is authorized to enter' into an agreement with a1ty
State which, before January 1, 1968, elects to have certain of' its money

40



SOCIAL SECURITY AMENDMENTS OF 1965

payment public recipients covered by the supplementary plan. States
would be permitted to decide whether to request enrollment of the
money payment recipients of old age assistance or such recipients
whlo are 65 years of age and older who are receiving money payments
under the combined program, title XVI, or to decide to request
coverage for all the aged among te money payment recipients under
title 1 , I V, X, XIV, and XVI. Excluded from coverage under
this arrangements are those persons who are entitled to receive a
benefit, iui(ler tile old-age, survivors, and disability insurance syos-
tem, or thle Railroad Retiremlent Act. Tle State would pay, in
behalf of each illdiyi(lual who is to e enrllolled, the )remiim charge
that is (letcll'iniled bly tlhe provisions of the bill. T'I'ose recipients
of publlic assistance Imotney p)aylments w)lo become 65 years of age
on or after January 1, 1968, and whlo are eligible to enroll individually
mlay have their monthly prenlimill chllirges paid by the public as-
sistance agency witll Federal financial participltiion. However,
the committee believes thllat it is not practicablle at this ilme to
aultlhorize States to( cover recipients of me(lical assistance for th6e
aged through vendor playlients under an agreement )or to mak
premIliull p)aymlenits in thell behalf.

'l'ie bill provides tlat under certain circumstances, tihe State public
welfare agency maly act as tile carriers il the Stlate for the adllministra-
tion of tllose provisions witll respect to itl(lividulals wlo lare receiving
money p)aylents under public assistance plogralls, whletllCer such ilndli-
vi(lluals are covered by tlie agreement or lnot,

'TlIe agreement maayalso include provisions for transfer of public
assistance funds to another carrier, if tle State(. is not, serving as a car-
rier, so tilt tlie insurallc I)elnefits an1d (ledulctiblles, coinsuranlce, tIand
other items imet by the State under its public assistance I)lans can )e
merged for purposes of paying providers of medical care.
(b) Benefits under the voluntaryl supplementarly plan
The voluntary sul)plenmentary pliln would provide protection that

buildslupon tle j)rotectioll provided by tlhe hospital insurnlnce plan. I t
would Cover)' physicilns services, additional home health visits andl( a

variety of otller Ihealth services, not covered undlerl the Ilospital insulr-
antce plan. T1ie b)eneficiary would pay tlhe first, $50 of expenses lie
incurs eacll year for services ofl tlle type coverel(d 1der thle plan.
AI)ove tllis (de(dtlctible aImon)llt, tit)l11epla would pay .() percent o(f the
reasonlal)ble costs in tlie case of services provid(le Ily an insttlititon or
home lI elth agency I111(1 80)percent of reasolall)le 11charges for other
('cvered( services, wvitl i Io()l ly 20 percentt being paid b)y the )bete-
ficia ry.

Benefits untlerm tlie supl)plementary l)lanl would be provided for:
(1) NMed(ical and( other h1ealthl services. TI'lhese would include:

(a) Phlysicians' services, iclludiiig surgery, co(nsiltaltion,
aid I)homeo, office, a1id ilstitlltiollal (calls;

(b) (Chiropract ors' services and podiatrists' services;
(c) Services iandsupptl)lies of thel kind wllicli are incidenltalt

to phyllsicialns' services fullris1ed(1 ill their offices or hospital
o tI-pl tieit d(elpartllments;

(d) D)iagnolstic X-ray an(i laboratory tests and( other
lilagnostic tests;

(e) X-ray, ra(dium, and radioactive isotope tlierapy;
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(f) Surgical dressings, splints, casts, and other devices for
reduction of fractures and dislocations;

(g) Rental of durable medical equipment, such as iron
lungs, oxygen tents, hospital beds, and wheelchairs;

(h) Prostlietic devices (other than dental) which replace
all or part of an internal body organ;

(i) Ambulance services with limitations;
(j) Braces and artificial legs, arms, and eyes.

(2) Home health services for tp to 100 visits hiringg a calendar
year (without a requirement of prior hospitalization).

Tlie conmiittee bill incltldes physicians' services within tlhe defini-
tion of medical and other health services, rather than listing them
separately as the I-House bill does and adds coverage of the services
of chiropractors and podiatrists. Under the committee bill, phy-
sicians' services would include certain services performed by a doctor
of dentistry or of dental or oral surgery, which would not be included
under the HIotuse bill. Only surgery related to the jaw or a contiguous
structure, and the reduction of fractures of the jaw or facial bones
would be covered tinder this chlangle made by tile committee so tiat
the cost of surgical services whicll may alternately be performed by
a qualified physician or dentist would be covered whether a member
of either profession performed thle service. ''lhe committee bill also
makes it clear tllat items, sppl)lies, services of aids, etc., that are
incidental to l)lysicianls' )persoIl services would be covered in the
hospital, clinic, hoiime, or office and regardless of whether the bills
are rendered by tile hospital, tile physician, or both, For example,
tile change would make it clear that a laboratory test would be
covered whether performed in the physician's office or whether
tile physicians sends tile specimen to tan independent laboratory and
regardless of whether thle physician or the laboratory bills tile patient.
If the test is performed iln an independent laboratory, standards con-

taillce( in the commiittee bill, wliich are describel b)olow, relating to
laboratory services of independent laboratories would apply.
As mentioned previously, under tile committee bill, in-patient

psychiatric hospital services would be transferred to the basic pIla
rather than being 1n(ller' tlle sul)l)lell1elitaly plan as in the House bill.

'The $50 deductible would be applied onl ai calendar year basis, except
that expenses the ii(livid(al incurred inl thle last 3 months of the pro-
cedling calendar year would be (lounteld as satisfying the (deduct ible
if theylhad been counlte(l townar( thle ldeluctible il that year, Illis
special carryover l)rovision would avoid requiring persons withl sub-
stantial costs at the, enidl of 1 year to mIeet tlhe deductible)perrlial)s ea'ly
in the next, year as though tliey hltal lad no prior bills. As mentioned
previously, lltuder tle ('conmmittee-ap)Iroved bill the out-patient hospital
diagnostic lde(luctible lidlor the basic plan would bo regarded as a1
incurred expense fo(r l)purposes of the supplementary jlan--i.e., it
would count toward satisfying tlhe $50 dleductible an(1, where the $50
deductible has been met, it would count as an expense for which the
supplementary i)la would make payment. Iln this way out-patient
hospital services and other out-patient services would be covered on a

comparable basis.
T lere would be a special limitation on benefits for expenses in con-

nection with treatment of mental, psychoneurotic, anld personality dis-
orders of a person who is not a hospital in-patient. During any year,
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a maximum of $312.50 or 62/ percent of the expenses involved, which-
ever is smaller, would be considered incurred expenses-that is, ex-
penses used in calculating benefit payments. The effect of this pro-
vision is to limit payment under the plan to a maximum of $250 (80
percent of $312.50) or half of the incurred expense (80 percent of 62}i
percent of the expense), whichever is less.
Ambulance services would be covered only where other methods of

transportation are not feasible due to the in(liv'idual's condition, andl
only to the extent provided in regulations. It is the intention of tlle
committee thltt transportation by ambulance be covered only if (a)
normal transportation would endanger tlh health of the patient and
(b) the individual is transtlorted to the nearest hospital with applro-
l)riate facilities or' to one in the same locality, and under similar re-
strictions, from( one hospital to another, to thle patient's home or to
ian extended care facility.

Covered ihomle heallth services and tlle conditions of participation
for lhome imeatlh agencies wouldble the samne as linder' the hospital in-
slltantce plan. There would, however, be no requirement, as there is
ill tile .hospital insurance plan, tliat benefits be paid only when the
patient was pIreviously llospitalized.

UInder the commlllitt ee bill, diagnostics tests perforllened in a latlortatory
wllill is in(ldepl)delllt of ta pllysicianl's o(lice or aI hospital would be
covered ini(der the sul))plellentalry plan only if t.lie laboratory is licensed
itn(ler applicable State or local law or Imeets standards for silchl
licellsing and if it mIeets such other health and safety reqtlireilents as
tie Secretiary finds necessary. The lal)oratory ta physician maintains
for performing (liagnlostic tests ill colnnectioll witllh his own)practice
\wotld be exetnll)t fronl these stan(lard's but if the )lhyisicianI runs a

lal)orat(ory llhich) performs (diagnostic work referredl)y other I)llysi-
('cialns the laboratory would be subject to these standards. T}he
com(' iltctee believes these re(ilinentll s, which are not ilncldie(l in the
IHouse I)ill, are necessary to assure that only laboratory services of
acceptal)le quality are paid for tlnder the program.
(c) iletlhod of payment tlndler' the voluntary s*upplemnentary plan
Under both the Ilotse bill andI( te0 co()llitteel bill, aftertthe in-

liVi(lill hias,mnci ed( tlheo $5)0 dedlucltible anIlul)nt,th,}e plan wouldpl)ay
0S perclto' t of tIle r'oesonal()ile costs of or the rIeasoa)lle cellarages for the
('overel serCvies. Int}he case of services furnished by, 1or under
IIarranglcllenlts mae iy), lh(sl)itls, extende(l care facilities, tand lhollrehealth lagelni(sl , p)nCet would beO80 percent of reaso)lable costs
an11d would 1be t111(ade to the provider of services by the carrier Iad-
inillist ering the bellefits un(lder the sup)l)lellentary plan.

I'1 aill ()t]ler c(ises, (x(ep)t ill tIe case of certainly gro1pllplractic(e l)lIals,
p)ayntelitt wou(ld(l ) 80 ) l((icenltt of 'reaso)tablec,(halges antd wol()Id (be
inade by the ('cil'rier to t le l)leneficiarl'y unlessftheb31)tti(icilry assigned
ite 1be(lfits to (lie person oo() ganizationw1lichfilrnishled til covered

se('vices. The1l (c'Olllittee bill woutl(l l)(rovilde g'rolll)-pl)r'Iltti(ice)prel)y-
llent p]lais w\ith the alternative of having thie programi pay 80 percent
of the reasoInal)lce cost of t'le covered services they filrish (including
physicians' services) rlathler thian 80 p'erenlt of the reasonable charges.
T'le comnllittee b)elieves tllis (1ange is (desirablle to acco)n110modate
grotup-practice plrcpaynlent plansn. Under suchl plans there is usually
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no charge for a specific service, the physician being paid by the plan
on at salary or other basis unrelated to reimnr)lrsement for a specific
service, Among the bases permitted for reasonable cost determina-
tion is the calculation of costs on a per capital basiA--the one whllich
the group-practice prepayment plans generally use for their mnemllbers.

Reasonable cost, as defined for purposes of ireimlllbursementl under
tlie supplementary plan, would be. the same as un1(lde' tlhe hospital in-
surance plan. T'le carriers administering tie benefits under tile su)-
I)lolelntlary pl)an would, ull(der tim terms of tleir contracts with tile
Secrietary, have to take such actiotin asma1y )be necessary to assure that
where l)ayllent is on a cost basis, tlhe cost is reasonable (cost, [LI gen-
erll,under the suppllementary plan alprov(ider of services (a covered
Ilosl)ital, extended care facility, or homlle healthl agency) could charge
a b})eeficniary tle ,$5)0 deductible and 20 percentt of tle reasonable
c(lharges (itn excess of the $50 deductible) for tihe covered services.
Where payment t)y the program is on tle basis of charges (for phy-

sicians' services and medical and other health services not fiurnislhed
I)y providers of services), tle carriers would take ;action to assure
that the charge on whichI tihe reimiburselment is )based is reasonable tand
is not higher than the charge use f6r reimurseieint on belialf of
tle carriers' own I)olicyliolders or su)scribers for co:n)arableservices
land( under comp.l)aral)le circumstances. In aldditiol, wihee playlient is
on tle basis of lan assignment.1, the reasonable c(iharge- would h1ave to be
accepted as tlie full paiylIentl,. The (Com11mittee lilts inserted into tile
bill the House report language thlit, in (leteriining reasonable charges,
tlhe carriers would consider tle customary cliarges for similar services
generally Imule by the physician or other person or organization
furnishing tle covered services, and also the prevailing cliarges in tlie
locality for similar services.
The committee believes that the use by carriers of certain existing

mechanisms and procedures will help in tlh determination of whetlier
a charge is reasonable. For example, procedures established by State
or local medical societies for resolving fee disputes are regularly utilized
by carriers. Such arrangements could be used not only to settle
(lu(estionls l)etween carriers and physicians but also between patients
and physicians when tlie patient believes tllat an incorrect charge
ltas )een mladle. Also, the use of relative value scales, where they
have been agreed upon, is helpful in establlishing a reasonable rela-
tionship t)etwceen payments for various medical l)procedulres And,
where service benefit plans, for payment for- physicians' services,
served as carriers under tlhe program, tlie use of the same agreed-upon
fee sche(ldules that are emllllloyed in their own programs may behelpful
in avoiding tlie possibility of disputes regardling fees.
(d) PFinancing
Both thle HTouse bill and the colli( ittee bill establishes a prelmiul of

$3 a monthly initially for individulals whlo enroll tlder thle suppleelil-
tary p)lan. Since tile minimumliI increase il cash social security benefits
provided under the bill for retired workers 05 andl over woulfl be $4 a

onlth ($0 amonth for man and wife who are both 05 anld are receiving
benefits based on the samite earnings record), tile minimilu benefit
increase would fully cover the amount of monthly premiums for the
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supplementary plan. Under the House bill, persons enrolling who
are entitled to monthly social security or railroad retireement benefits
would have the )premiumlls dedluctted from their monthly benefits. The
comlllittee-applroved bill adds a similar provision for withholding
the prneliuills of lan enrolled individual from the annuity hie receives
under the civil service retilremlenit system oranother retiireielnt
systcllm administered by the Clivil Service Colmmission. If the wife
of such at n individual is also enrolled, and lie agrees, 1her premitull
mllay also )be wtitlhheld fromll his monthly annuity. (Of course, in
ianly case enrollllentl ill tl plan is voluntary.) l)educting tile )1re-
mllitlu from montlily )ellefits would help keep collection costs to a
tininilium. The mIethiod of collection prel) iums for tlose who are
not eintit-led to mo()lltily beInefit;s would)tfbe described by thle Secretary.
Ieop)le wlo['lare cltitlc(l to lmontlily Cbenefits but\who, because tlley
ilave not retired, y not, actually rceive thel or ,hose who Itay
receive only 1 pluart of the cou(ll(l (estit nat the aollIlnt by wi'lch
l)'remiums will exceed the aol()unlt of their )benefits ai(t( coutid pay il
advancee tlh required( aIdditiional amoluit to the Secretary. If a(dvI(ce
)aymenllt is notltade ill thltse cases, tlhe Secretatry woul(l specifyteil)aymeIllt p)roce( e. It, is expectedlthat thlelannua calculltiO of
ai(ldjstment in benefitss needed where i benefi('iary has worked in thl
Ipriori year would take into acco(uit, tOhe prlcluiills owed and paidl ill
connc)('tioll with tlhe supl)l)elmCeltalry l)lahl.

Provisoi() is Itl(de for t(e Sec(retalry to; aitlj sttile )pre'nium amloun()tsllt
supl)lportit g tile )ro()gra ifmIlmedicalo()i')thIe' c(sts rise, ,)ut1 thlere )oul
1)be no ilncr'(tlsIcill)r'imiunsbeforee 196(8, and(itl('crcises( wo()uIl 1( ma1de
not more( often tlhatln every 2 years after 1i968. Totike into account
tlle higher cost of insuringail older indi\i(liual, )lre'(iumlls )tayable})y
at person wllo)(nrolled ll(1 tri tlti th t( first)period wheln et )llmetl was

open t)o himl or wloreenlolled after hlis entrollmelnt was termniatedl(
would be i ncreals( by 10 percent for each full year (liecoul have
)een but was n(ot.ertl (ll(d.

'TherewNould 1bo ac(ont'ri'bilutioolfrlomllederalgeler'allrI'venue(s(equal
to tlhe aggregateI)'prmium;s payablee by enrolllees. 1 l addltio, under
ithe IIous(e-palss(ed bill, fulds coulhl I)e anllpproprliatedl it fiscal yct(la 1 )9()a(lreImalllmil availablethiou'ghllthlle txt fiscal5yea' ' asl 'epaiyaIbleL(l-

vatx nes (witl(oiutiinterest) to he trust fund(1 in ord(ler to p( r)vid(e tillloperantiitg fundatI t lic I)egiilltiig of thle prog')ralmIin(1t,( o provide at

co()titgeiniy r(scr'v. lThle(co( nmtteie-approvedl ill mo(ifie(s tilis
pro vision, to lakel(ccoumltofltlhe later (flective diatIt of thec s)upple-leitt,,I ryIl llal and( )t providee greater flexil)ility ats to(tl( t1im1 of( the
t)ppropriaion. The approprl)ll)Itllot n would )e1'availaible litugh the
('alendilla year 1908. Thel am1ountt that would 1)c ap))(pr) iated for
tlis p1)urpose, would( 1)0 SS1)(per pr)solS eligilleoto enroll ait, l)the ceilingg
of fthe sluplolementIary program, Januanlry 1, 1907.
Anicw separate tI,rst, flundll w'oulldie0 established-- the Fedrc.al supl)-

plemenitilry tle(lical insu ran(ce trustfuilnd All premiumts and Gov-
llllernntt contril)tioits for tI e(sti)lIplementary p)rogam()'t wo()l d 1)o
l)aidi into tlie fund andtl all benefitssInda(ldmlii istr'at ivle expenses would
1)0 paid from the fund.
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3. GENERAL PROVISIONS RELATING TO THE BASIC AND VOLUNTARY
SUPPLEMENTARY PLANS

(a) Conditions and limitations on payment for services
(1) Physicians' role

The committee's bill provides that the physician is to be the key
figure in determining utilization of health services-and provides that
it is a physician who is to decide upon admission to a hospital, order
tests, drugs and treatments, and determine the length of stay. For
this reason the bill would require that payment could be made onlyif a physician certifies to the medical necessity of the services fur-
nished. If services are furnished over a period of time to be specified
in regulations, recertification by the physician would be necessary.
Delayed physician certifications and recertification, accompanied by
medical and other evidence, to the extent provided by regulations,
could be accepted in lieu of timely certifications and recertification
when, for example, the patient was unaware of his eligibility for the
benefits when lie was treated.

In the case of in-patient hospital services for which payment would
be made, the bill would require that a physician certify that the serv-
ices were required for an individual's medical treatment, or that in-
patient diagnostic study was medically required and that the services
were necessary for such purpose. The first physician recertification
in each case of in-patient hospital services furnished over a period of
time would be required no later than the 20th day of the period. In
the case of out-patient hospital diagnostic services, a physician would
have to certify that the services were required for diagnostic study.

In the case of posthospital extended care a physician would have to
certify that the care was required because the individual needed ski led
nursing care on a continuing basis for a condition with respect to
which he was receiving in-patient hospital services prior to transfer
to the extended care facility or for a condition which arose after such
transfer and while the individual was still in the facility for treatment
of the condition or conditions for which he was receiving such in-
patient hospital services.

In the case of home health services, a physician would have to cer-
tify that the services were required because the individual was confined
to his home. He would also have to certify that the individual needed
(except for receipt of special treatment at a medical institution)skilled nursing care on an intermittent basis or physical or speech
therapy. In the case of home health services, the intermittent nursing
care or the physical or speech therapy would have to be for treatment
of a condition for which the individual had received in-patient hospitalservices or posthospital extended care.
The committee recognizes that there often is a significant difference

between treatment provided in mental and tuberculosis hospitals and
the treatment provided in other hospitals. Often the care in such
institutions is purely custodial, and it is the intent of the bill to cover
only active care intended to cure patients in such hospitals and not to
cover cutodial care. Therefore, the bill would require that a physicianmake specific certifications before payment could be made for in-
patient hospital services furnished in either a psychiatric hospital or a
tuberculosis hospital. In the case of in-patient- hospital services
furnished in a psychiatric hospital for the psychiatric treatment of an
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individual, a physician would have to certify that the psychiatric
services could reasonably be expected to improve the condition for
which the treatment was necessary or that in-patient diagnostic study
was medically required and in-pati3nt psychiatric hospital services
were necessary for such purposes. In the case of in-patient tubercu-
losis hospital services a physician would have to certify that the services
were required to be given on an in-patient basis for the treatment of an
individual for tuberculosis and that the treatment could reasonably be
expected to either improve the condition for which the treatment was
necessary or render the condition noncommunicable.

(2) Utilization review
The committee is particularly concerned that the utilization and

review function is carried out in a manner which protects the patients
while at the sane time making certain that they remain in the hospital
only so long as is necessary, and that every effort be made to move
them from the hospital to other facilities which can provide less
expensive, but equal, care to meet their current medical needs.
pay its benefits in full. The committee expects that the patient'sThe provisions of the committee's bill with respect to mechanisms
for the review of utilization of services follow the kind of recommen-
dations for utilization review that have been made by private study
groups, State and National medical societies, and State agencies.

Hospitals and extended care facilities participating in the program
would be required to have in effect a utilization review plan providing
for a review of admissions to the institution, length of stays, and the
medical necessity for services provided with the objective of pro-
moting the efficient use of services and facilities. The review would
ordinarily be carried out by a staff committee of the institution,
which would have to include two or more physicians but which could
also include other professional personnel such as registered nurses
and medical social workers. Alternatively, the review could be con-
ducted by 4i similar group outside the institution-preferably one
established by the local medical society and some or all of the hos-
pitals and extended care facilities in the locality. In some circum-
stances the review committee would have to be one outside the insti-
tution-for example, where the small size of the institution or, in
the case of an extended care facility, the lack of an organized medical.
staff makes it impracticable for the institution to have a properly
functioning staff committee. As mentioned previously, if and when
the Joint Commission on the Accreditation of Hospitals adopts' a
utilization review requirement for accreditation, the Secretary could
accept accreditation by the Joint Commission as sufficient evidence
that a hospital meets the requirements of the law.
Under a utilization review plan, timely review would have to be

made of each case in which a beneficiary stays in the institution for an
extended period. Regulations would provide the institution some lee-
way in determining when the review would have to be carried out, and
the point at which a review would be most appropriate might vary
with the diagnosis and treatment involved. - Where timely reviews are
not being made, the Secretary could, in lieu of terminating the agree.-
ment under which the institution participates in the program, make a
decision that with respect to that institution the program would make
payment only for the first 20 days of a beneficiary's stay in the case of
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a hospital, or only for days up to a specified number (to be specified
in regulations) in the case of an extended care facility.
The attending physician would have to be offered an opportunity

for consultation before there could be a finding that a beneficiary's
further stay in the institution is not medically necessary, by the phy-
sician members of the review group; and the individual, the institution
and the attending physician would have to be promptly notified of any
such finding. Where such a finding has been made, the program
could not make payment for services furnished the patient after the
third day following the day on which the institution received notice
of the finding.
Under the committee's bill, various organizations participating

in the administration of the program could have a role in facilitating
utilization review. State agencies could provide consultative serv-
ices to assist in the establishment of utilization review procedures and
in evaluating their effectiveness. Under the hospital insurance plan,
public or private organizations nominated by providers must assist
in the application of safeguards against unnecessary utilization.
Carriers administering benefits under the voluntary supplementary
plan would determine compliance with the utilization review require-
ment; assist in the establishment of review groups outside hospitals;
assist hospitals, extended care facilities and others who furnish cov-
ered services to develop procedures relating to utilization practices;
and make studies of such procedures and methods for their improve-
ment.
(b) Excluionsfrom coverage
The committee's bill would exclude certain health items and serv-

ices from coverage under both the hospital insurance and the voluntary
supplementary medical insurance programs in addition to any excluded
through the operation of other provisions of the bill. For example,
the bill would bar payment for health items or services that are not
reasonable and necessary for the treatment of illness or injury or to
improve the functioning of a malformed body member. Thus, pay-
ment could be made for the rental of a special hospital bed to be used
by a patient in his home only if it was a reasonable and necessary part
of a sick person's treatment. Similarly, such potential personal com-
fort items and services as massages and heat lamp treatments would
only be covered where they contribute meaningfully to the treatment
of an illness or injury or the functioning of a malformed body mem-
ber. Expenses for custodial care would also be excluded.
The proposed insurance programs would not pay for any item or

service furnished an individual if neither the individual nor any
other person (such as a prepayment plan) has a legal obligation to pay
for or provide the services. (Under the provision, the third-party lia-
bility statute 42 U.S.C. 2651-2653 would not apply.) Free chest
X-rays provided by health organizations, for example, would not be
covered. Where health expenses are charged the patient by a member
of the patient's household or by an immediate relative, no payment
would be made. However, a person of little means would not be
barred from payment under the insurance programs because he met the
test of medical indigency and was otherwise eligible to receive medical
assistance under a public assistance program. Furthermore, if a
person received his care on some prearranged basis toward which he
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prepaid, the program provided for under the title would nevertheless
pay its benefits in full. The committee expects that the patient's
prepayment arrangement would be adjusted appropriately in consid-
eration of the fact that the program met part of the patient's health
costs. Under the House-passed bill, except in such cases as the
Secretary may specify, no payment would be made for items and
services which are paid for directly or indirectly by a governmentalentity. The committee-approved bill modifies this provision to make
it clear that no person would be denied benefits because he was also
covered under a State or local government employee health benefits
plan.
Payments would only be made for items and services provided in

the United States, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa. Payment would not be made
for items and services required as a result of war or an act of war
which occurs after the effective date of the individual's coverage under
the proposed program.
Payments would not be made for routine physical examinations or

for eyeglasses, hearing aids, or the fitting expenses or other costs in-
curred in connection with their purchase. The committee bill pro-
vides a specific exclusion of routine dental care to make clear that the
services of dental surgeons covered under the bill are restricted to
complex surgical procedures. Thus, payment.would be made under
the supplementary plan for the physician's services connected with
the diagnosis of a specific complaint and the treatment of the ailment,
but a routine annual or semiannual checkup would not be covered.
Similarly, the diagnosis and treatment by an ophthalmologist of, say,
cataracts would be covered but the expenses of an eye examination to
determine the need for eyeglasses and charges for prescribing and
fitting eyeglasses or contact lenses would not be covered. Similarly,
too, routine dental treatment-filling, removal, or replacement of
teeth or treatment of structures directly supporting teeth-would not
be covered. Neither would payment be made for orthopedic shoes
or other supportive devices for the feet.
Expenses for cosmetic surgery would not be covered except where

incurred in connection with the prompt repair of an accidental injury
or to improve the functioning of a malformed body member. For
example, cosmetic surgery could be paid for when furnished in con-
nection with the treatment of a severely burned person.
Payment would not be made for health items and services to the

extent that payments have been made, or can reasonably be expected
to be made, for them under a workmen's compensation law. The
Secretary would prescribe regulations to govern the making of pay-
ments where a beneficiary's status under workmen's compensation has
not been ascertained. Payment would be made under the insurance
plans on the condition that repayment would be made if information
is received that a workmen's compensation payment for the health
care has been made.
(c) Administration of health insurance provisions

Overall responsibility for administration of the hospital insurance
and voluntary supplementary medical insurance programs would rest
with the Secretary of Health, Education, and Welfare, but State
agencies and private organizations operating under agreements with
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the Secretary and private carriers or public organizations operating
under contracts with the Secretary would have a major administrative
role. In addition to using such organizations under the conditions
described below, the Secretary would be authorized to purchase or
contract separately for services such as auditing or cost analysis.

(1) Advisory and review groups
The committee's bill provides for the establishment of a Health

Insurance Benefits Advisory Council to advise the Secretary on gen-
eral administrative policy matters and on the formulation of regula-
tions in connection with the hospital insurance program and supple-
mentary medical insurance program, including regulations relating
to conditions of participation for providers. The Advisory Council,
appointed by the Secretary, would consist of a chairman and 15 mem-
bers including persons outstanding in hospital, medical, and other
health activities and at least one representative of the public. The
members could not include regular Federal Government employees.
The bill also provides for the establishment of a National Medical

Review Committee to study the utilization of hospital and other medi-
cal care and services with a view to recommending changes in the way
covered care and services are used and in the administration of the
basic and supplemental plans.
The committee is required to make an annual report of its recom-

mendations to the Secretary, and he is required to transmit the report
to the Congress.
The committee is to be composed of nine persons, one of whom the

Secretary would designate as chairman. The members are to be
selected from people who are representative of organizations and
associations of professional people in the field of medicine and other
people who are outstanding in the field of medicine or related fields
and a majority of the committee are to-be physicians and at least one
member will represent the general public. Regular Federal Govern-
ment employees could not be members of the committee.

(2) Conditions of participation
In formulating specific conditions of participation necessary for

health and safety, the Secretary would consult with appropriate gov-
ernmental agencies and private organizations. The bill specifically
requires consultation with appropriate State and local agencies and
national listing or accrediting bodies. The committee would expect
that the Secretary would consult with the Joint Commission on the
Accreditation of Hospitals as well as-with associations of providers
of services. Such consultations should be helpful in the development
of policies, operational procedures and administrative arrangements
of mutual satisfaction to all parties interested in the basic and supple-
mentary plans. Such consultation would provide additional assurance
that varying conditions of local and national significance are taken
into account.

(S) Agreements to participate
An eligible hospital, extended care facility or home health agency

could participate in the programs if it filed with the Secretary an
agreement not to charge any beneficiary for covered services for which
payment would be made under the program and to make adequate pro-
vision for refund or erroneous charges. Of course, a provider could
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bill a beneficiary for deductible and coinsurance amounts, for the first 3
pints of blood furnished him during a spell of illness, and for the por-
tion of the charge for a private room or services supplied at the pa-
tient's request and not paid for under the program.
An agreement could be terminated by either the provider of services

of the Secretary of Health, Education, and Welfare. Beneficiaries
would be protected from an abrupt termination of an agreement by a
provider by the requirement that notice must be given by the provider
to the Secretary and to the public. The length of time between the
notice and the point at which the termination becomes effective may be
specified in regulations (but the length of time cannot be longer than
6 months).
The Secretary could terminate an agreement only after reasonable

notice and only if the provider (a) does not comply with the provi-
sions of the agreement or of the law and regulations, (b) is no longer
eligible to participate, or (c) fails to provide data needed to determine
what benefit amounts are payable or refuses access to financial records
for verification of bills. The Secrqtary would be required to give
reasonable notice and opportunity for hearing to a provider of services
before making a final determination that the provider does not qualify
to participate under the program or before terminating an agreement
with the provider. The final administrative decision is subject to
judicial review.

(4) Role of the States
The committee's bill provides for State agencies, operating under

an agreement with the Secretary, to determine whether a provider of
services-a hospital, extended care facility, or home health agency-
meets the conditions for participation in the program, and having
determined that the provider meets the conditions, to certify the fact
to the Secretary. State agencies would also determine whether inde-
pendent laboratories meet the conditions which are required for
coverage of laboratory services under part B. The Secretary would
be required to use the services of State health departments or other
appropriate State or local agencies in this way wherever the State
agency is able and willing to perform this administrative function.
In addition, the Secretary would be authorized to use such agencies
for the following additional functions:

(a) Rendering consultative services to providers to assist them
to establish and maintain necessary fiscal records and otherwise
to meet the conditions for participation and to provide informa-
tion necessary to derive operating costs so, as to determine
amounts to be paid for the providers' services;

(b) Rendering consultative services to providers and medical
societies to assist in the establishment and testing of utilization
review procedures.

To illustrate a consultative function a State agency could perform
to assist providers to qualify, it could assist an extended care facility
to establish a transfer agreement with a participating hospital.
The Secretary could select also either public or private organiza-

tions participating in administration of. the programs to perform the
consultative functions mentioned in (a) and (b), above. This would
enable him to select the organization which he finds can most capably
carry out these functions in the specific situation.
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State agencies would be reimbursed for the costs of activities they
perform in the program. As in the cooperative arrangements with
State agencies in the social security disability program, reimbursement
to State agencies for hospital insurance benefits activities would meet
the agency's related costs of administrative. overhead as well as of
staff. In recognition of the need for coordination of the various
programs in the States that have to do with payment for health care,
quality of care, and the distribution of health services and facilities,
the Federal hospital insurance trust fund would pay a fair share
of the State agency's costs attributable to planning and coordination
of the functions to be performed under the terms of the agreements,
with those other activities for which the agency is responsible which
relate to public and private programs for the provision of health
services similar to those for which payment may be made under the
proposed program.

(5) Role of public and private organizations
The committee's bill provides a considerable role for the participa-tion of private organizations in the administration of both the hospital

insurance plan the the supplementary plan.
Under the hospital insurance plan, groups of providers, or associa-

tions of providers on behalf of their members, could nominate a
national, State, or other public or private agency or organization which
they wished to have serve as a fiscal intermediary between themselves
and the Federal Government. While it is expected that most providers
would want to nominate a private organization, the bill would also
permit nomination of a public agency (a State public health agency,
for example) by providers which wished to have such an agency serve
as fiscal intermediary.
A member of an association whose nominated organization or agency

had been selected as a fiscal intermediary could elect to receive pay-
ment from another intermediary which had been selected (provided
that the other organization or agency agrees) or could elect to deal
directly with the Secretary.
The organization or agency serving as a fiscal intermediary under

part A would, under agreement with the Secretary, determine the
amount of payments duc upon presentation of provider bills and
make the payments. The Secretary would be permitted to enter
into agreement with a nominated organization only if he finds that
this would be consistent with effective and efficient administration
and that the organization is able and willing to assist in the applica-
tion of safeguards against unnecessary utilization of covered services,
and only if the organization agrees to furnish him with such of the
information it gathers in carrying out the agreement as he finds
necessary. The agreement may include provision for the agency or
organization to perform one or more of certain administrative duties
other than the payment function. These wou.. include providing
consultative services to assist providers to establish and maintain
necessary fiscal records and otherwise to qualify as providers of serv-'
ices, serving as a center for communicating with providers, making
audits of provider records, and performing related functions. The
Government would provide advances of funds to the agencies or or-
ganizations for purposes of benefit payments and as a working fundfor administrative expenses, subject to account and settlement on a
cost-incurred basis.
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The committee believes that medical benefits under the supplemen-
tary program in part B should be administered by the private sector.
Private insurers, group health plans, and voluntary medical insurance
plans have great experience in reimbursing physicians. Administra-
tion of other benefits under part B would be handled as is found
most efficient and convenient to beneficiaries and persons providing
health services.
The House-passed bill requires the Secretary, to the extent possible,

to enter into contracts with carriers under which the carriers would
perform specified administrative functions or, to the extent provided
in the contracts, secure the performance of these functions by other
organizations. These functions include: Determining the amount of
payments due providers and other persons, and making the payments;
auditing records of providers; determining whether providers meet the
utilization review requirements under the program; assisting providers
and other persons to develop procedures relating to utilization prac-
tices, and studying the -effectiveness of such procedures; assisting in
thle application of safeguards against unnecessary utilization of covered
services and in the establishment of review groups outside hospitals;
serving as a channel of communication of information relating to the
program's administration; and otherwise assisting in the administra-
tion of the supplementary plan.
Under the House bill, organizations nominated by providers of

services (hospitals, extended care facilities, and home health agencies)
could be used by the Secretary to reimburse these institutions and
agencies on a reasonable cost basis for services covered under part A,
and carriers would be used to make payments for services covered
under part B, including payments to providers of services on a cost
basis and for doctors bills on a reasonable charge basis. In addition,
the House bill specifies that, except as otherwise provided, the Secre-
tary may perform any of his functions directly or by contract.
The committee bill would permit a distribution of part B functions

among carriers, organizations with which part A agreements are in
effect, and contractors performing services in behalf of the Secretary
in a way that is most efficient and convenient for hospitals and bene-
ficiaries. These changes would eliminate the need for organizations
selected to pay doctors' bills on a charge basis to acquire experience in
paying hospitals on a cost basis. But as under House language, it
would still be required that, to the extent possible, doctors would be
paid through carriers. Under the committee changes, nominated
organizations having experience with cost reimbursement could de-
termine the amounts of payments and make such payments whether
under part A or part B. In the absence of a suitable nominated
organization, the Secretary could contract out all or part of this serv-
ice or handle the function directly. Also, the committee bill would
permit the Secretary to use carriers under part B to make payments
only for services that are paid for on a charge basis unless the carrier
is also an organization which is capable of handling payments for
services on a cost basis.
The Secretary would be permitted to enter into contracts with car-

riers without regard to provisions of law relating to competitive bid-
ding. However, he could enter into such a contract only if he found
that the carrier would perform efficiently and effectively and if the
carrier met such requirements as to financial responsibility, legal
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authority, and such other matters as the Secretary found pertinent. It
is your committee's intent that the Secretary shall, to the extent pos-
sible, enter into contracts with a sufficient number of carriers, selected
on a regional or other geographical basis, to permit comparative analy-
sis of their performance. The contracts would have to provide that
the carrier would take action to assure that the charges and costs of
services for which the supplementary plan may make payment are
reasonable. The carrier would also have to maintain such records and
furnish such information and reports as the Secretary finds necessary
and, in addition, would have to establish procedures for fair review
of beneficiary complaints regarding disallowed requests for payment
and requests where the amount of payment is in controversy.
The contracts would be for a term of at least 1 year, and could be

made automatically renewable. A contract would provide for payment
of the carrier's cost of administration (including advances of funds
for such purposes), as the Secretary determined to be necessary and
proper for carrying out the functions covered. by the contract. The
Secretary could terminate a contract, after reasonable notice and
opportunity for a hearing, if he found that the carrier had failed to
substantially carry out the contract or was carrying it out in a manner
inconsistent with the efficient administration of the supplementary
medical insurance program.
The bill broadly defines a carrier with which the Secretary could

contract as a voluntary association, corporation, partnership, or other
nongovernmental organization lawfully engaged in providing, paying
for, or reimbursing the cost of, health services under group insurance
policies or contracts, or similar group arrangements, in consideration
of premiums or other periodic charges payable to the carrier. It is
intended that a group of carriers will meet this definition and be
eligible to enter into a contract with the Secretary. The definition
would specifically include a health benefits plan duly sponsored or
underwritten by an employee organization. With respect to hospitals,
extended care facilities, and home health agencies, the definition also
includes a public or private organization which is nominated by pro-
viders of services and which participates in administration of the
hospital insurance plan. In addition, a State welfare agency which
buys into the program for aged welfare recipients could act as the
carrier for its recipients (if it met the other conditions of participation
as a carrier).

In the performance of their contractual undertakings, the carriers
and fiscal intermediaries would act on behalf of the Secretary, carrying
on for him the governmental administrative responsibilities imposed
by the bill. The Secretary, however, would be the real party in
interest in the administration of the program, and the Government
would be expected to safeguard the interests of his contractual repre-
sentatives with respect to their actions in the fulfillment of commit-
ments under the contracts and agreements entered into by them with
the Secretary.

(6) Appeals
The committee's bill provides for the Secretary to make determina-

tions, under both the hospital insurance plan and the supplementary
plan, as to whether individuals are entitled to hospital insurance bene-
fits or supplementary medical insurance benefits and for hearings by
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the Secretary and judicial review where an individual is dissatisfied
with the Secretary's determination. Hearings and judicial review are
also provided for where an individual is dissatisfied with a determina-
tion as to the amount of benefits under the hospital insurance plan if
the amount in controversy is $1,000 or more. (Under the supple-
mentary plan, carriers, not the Secretary, would review beneficiary
complaints regardilng thle amount of benefits, and the bill does not
provide for judicial review of a determination concerning the amount
of benefits under part B wliere claims will probably be for substan-
tially smaller amounts than under part A.) Hospitals, extended
care facilities, and home health agencies would be entitled to hearing
and judicial review if they are dissatisfied with the Secretary's deter-
innation regarding their eligibility to participate in the program. It
is intended that the remedies provided by these review procedures shall
be exclusive.

4. ACTUARIAL COST ESTIMATES FOR THE HOSPITAL INSURANCE SYSTEM

(a) Summary of actuarial cost estimates
The hospital insurance system established by the committee-

approved bill has an estimated cost for benefit payments and adminis-
trative- expenses that is in long-range balance with contribution
income. It is recognized that the preparation of cost estimates for
hospitalization and related benefits is much more difficult and is
much more subject to variation than cost estimates for the cash
benefits of the old-age, survivors, and disability insurance system.
This is so not only because the hospital insurance program would be
newly established, with no past operating experience, but also because
of the greater number of variable factors involved il a service benefit
program than in a cash benefit one. However, the committee believes
that the cost estimates are made under very conservative assumptions
with respect to all foreseeable factors.

It is essential, in the view of the committee, that the developing
operations of this new program should be carefully studied as they
occur in the immediate future, so that the Congress and the executive
branch can be kept as well informed as possible and as quickly as
is feasible. Under these circumstances, the committee agrees with
the suggestion which has beei made that there should be a small con-
tinuing actuarial sample (of perhaps 0.1 percent of all eligible individ-
uals), whose experience can be followed as promptly and its thoroughly
as if the system related to only about 20,000 persons (under which
circumstances, it would be possible to make many complete studies of
the experience as rapidly as it develops, without the disadvantages
from a time standpoint of handling the vast amount of data that
arises for the millions of persons protected by the full program). In
tills connection, it will be essential for carriers involved in the
processing and payment. of claims to supply the necessary actuarial
information promptly and in adequate fashion for the actuarial
analyses to be made.
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(b) Financing policy
(I) Financing basis of committee-approved bill

The contribution schedule contained in the committee-approved
bill, as contrasted with that in the House-approved bill, for the
hospital insurance program and the corresponding maximum earnings
bases are as follows:

Earnings base Employer-employee Self-employed rate
rate (percent) (percent)

Calendar year. Committee- House- Committee- House- Committee- House-
approved approved approved approved ap ed approved

bill iplbiill bill bill bill

16.....----.......-- ---------- $5,00 0.66 0 70 0.325 0o.
1967-70....--......-- --- 6,800 6,600 1.00 1.00 .60 60
1971-72....--..--------------- 6,00 6,600 1.10 1 00 .66 .0
1973-76...--------------------- 600 6,600 1.20 1.10 .60 .66
1976-79 ....- ---------------. 6,00 6,00 . 30 20 .66 .60
1980-86 .------------------- 6,00 6,600 1.60 1 40 .76 .70
1987 and after---...----------. I , 600 6,00 1.70 1 60 .86 .80

The hospital insurance program would be completely separate from the
old-age, survivors, and disability insurance system in several ways,
although the earnings base would be the same under both programs.
First, the schedules of tax rates for old-age, survivors, and disability
insurance and for hospital insurance are in separate subsections of
the Internal Revenue Code (unlike the situation for old-age and
survivors insurance as compared with disability insurance, where
there is a single tax rate for both programs, but an allocation thereof
into two portions). Second, the hospital insurance program has a
separate trust fund (as is also the case for old-age and survivors
insurance and for disability insurance) and, in addition, has a sepa-
rate Board of Trustees from that of the old-age, survivors, and
disability insurance system. Third, the bill provides that income tax
withholding statements (forms W-2) shall show the proportion of the
total contribution for old-age, survivors, and disability insurance and
for hospital insurance that is with respect to the latter. Fourth, until
the railroad retirement system has at least as large a maximum earn-
ings base as does the hospital insurance program, this program would
cover railroad employees directly in the same manner as other covered
workers, and their contributions would go directly into the hospital
insurance trust fund and their benefit payments would be paid
directly from this trust fund (rather than directly or indirectly through
the railroad retirement system), whereas these employees are not
covered by old-age, survivors, and disability insurance (except in-
directly through the financial interchange provisions); thereafter, the
Railroad Retirement Board would administer the hospital insurance
program for railroad employees and annuitants, and the financial
interchange provisions would be operative, just as they are for the
cash benefits programs. Fifth, the financing basis for the hospital in-
surance system would be determined under a different approach than
that used for the old-age, survivors, and disability insurance system,
reflecting the different natures of the two programs (by assuming
rising earnings levels and rising hospitalization costs in future years
instead of level-earnings assumptions and by making the estimates
for a 25-year period rather than a 75-year one).

9.869604064

Table: [No Caption]


460406968.9



SOCIAL SECURITY AMENDMENTS OF 19665 57

(2) Self-supporting nature of system
Just as has always been the case in connection with the old-age,

survivors, and disability insurance system, the committee has very
carefully considered the cost aspects of the proposed hospital insur-
ance system. In the same manner, the committee believes that this
program should be completely self-supporting from the contributions
of covered individuals and employers (the transitional uninsured
group that would be covered by this program would have their benefits,
and the resulting administrative expenses, completely financed from
general revenues, according to the provisions of the bill). Accord-
ingly, the committee very strongly believes that the tax schedule in
the law should make the hospital insurance system self-supporting
over the long range as nearly as can be foreseen, as well as actuarially
sound.

(8) Actuarial soundness of system
The concept of actuarial soundness as it applies to the hospital

insurance system is somewhat similar to that concept as it applies to
the old-age, survivors, and disability insurance system (see discussion
of this topic in a following section), but there are important differences.
One major difference m this concept as it applies between the two

different systems is that cost estimates for the hospital insurance
program should desirably be made over a period of only 25 years in the
future, rather than 76 years as in connection with the old-age, sur-
vivors, and disability insurance program. A shorter period for the
hospital insurance program is necessary because of the greater diffi-
culty in making forecast assumptions for a service benefit than for a
cash benefit. Although there is reasonable likelihood that the num-
ber of beneficiaries aged 66 and over will tend to increase over the
next 75 years when measured relative to covered population (so that a
period of this length is both necessary and desirable for studying the
cost of the cash benefits under the old-age, survivors, and disability
insurance program), it is far more difficult to make reasonable assump-
tions as to the trends of medical care costs and practices for more
than 25 years in the future.

In starting a new program such as hospital insurance, it seems
desirable to the committee that the program should be completely
in actuarial balance. In order to accomplish this result, the committee
has developed a contribution schedule that will meet this requirement,
according to the underlying cost estimates.
(c) Hospitalization data and assumptions

(1) Past increases in hospital costs and in earnings
Table A presents a summary comparison of the annual increases in

hospital costs and the corresponding increases in wages that have
occurred since 1964 and up through 1963.
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TABLE A.-Comparison of. annual increases in hospitalization costs and in earnings
(In percent]

Increase over previous year
Calendar year

Average wages Average daily
in covered hospitalization

employment costs

1955 .....--.----------------------.-----------.. ------3. 8 6. 3
1956..................................................................... 5.7 4.5
1957-..--...--------------...-------------.--.--- - 5.5 7.7
1958 ...--.-----------------.--------------------- 3.3 8 6
1959........--------------- .------------------..- 3.3 6.8
1960 ....------------... ----..-- --- ------------.-------... -----.----.4.3 6.8
1961 ..----- ....------------------------------- 3.1 8.5
1962......-------------------------------.----;... 4.2 5.3
1963...--- ..........-------.. --------- ---------- - ---- 2.4 5.6

Average 1 .------------------..----... --------------- 4.0 6.7

I Rate of increase compounded annually that is equivalent to total relative Increase from 1954 to 1963.

The annual increases in earnings are based on those in covered
employment under the old-age, survivors, and disability insurance
system as indicated by first quarter taxable wages, which by and
large are not affected by the maximum taxable earnings base. The
data on increases in hospitalization costs are based on a series of
-average daily costs (including not only room and board, but also other
charges), prepared by the American Hospital Association.
The annual increases in earnings have fluctuated somewhat over

the 10-year period, although there have not been very large deviations
from the average annual rate of 4.0 percent; no upward or downward
trend over the period is discernible. The annual increases in hospital
costs likewise have fluctuated from year to year around the average
annual rate of 6.7 percent; the-increases in the last 2 years were
relatively low as compared with previous years.

Hospital costs then have been increasing at a faster rate than earn-
ings. The differential between these two rates of increase has
fluctuated widely, being as high as somewhat more than 5 percent in
some years and as low as a negative differential of about 1 percent in
1956 (with the next lowest differential being a positive one of about 1
percent in 1962). Over the entire 10-year period, the differential
between the average annual rate of increase in hospital costs over the
average annual rate of increase in earnings was 2.7 percent.
The committee was advised by the Department of Health, Educa-

tion, and Welfare that, in the future, earnings are estimated to increase
at a rate of about 3 percent per year. It is much more difficult to
predict what the corresponding increase in hospital costs will be. It
would appear that, at the least, hospital costs would increase about 2
percent per year more than earnings for a few years and that, at the
most, this differential rate would be 3 percent per year. It is recog-
nized, of course, that these "minimum" and "maximum" assumptions
result in a relatively wide spread in the cost estimates for hospital
insurance proposals if the estimates are carried out for a number of
years into the future.
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(2) Assumptions underlying original cost estimatesfor the admin-
istration's bill, H.R. 8920 and S. 880, 88th Congress (the
King-Anderson bill)

By way of background to the development of the cost estimates for
the hospital insurance system that would be established by the
committee-approved bill, there follows a discussion of cost estimates
on the administration's proposals in the 88th Congress and in this
Congress.
The actuarial cost estimates for H.R. 3920 and S. 880, 88th Con-

gress, made at the time of its introduction in 1963 were presented in
detail-as to assumptions, methodology, and results-in Actuarial
Study No. 57 of the Social Security Administration.

In considering the hospitalization-benefit costs in conjunction with a
level-earnings assumption for the future, it is sufficient for the pur-
poses of long-range cost estimates merely to analyze possible future
trends in hospitalization costs relative to covered earnings. Accord-
ingly, any study of past experience of hospitalization costs should be
made on this relative basis. The actual experience in recent years
has indicated, in general that hospitalization costs have risen more
rapidly than the general earnings level, with the differential being
in the neighborhood of 3 percent per year-2.7 percent in the last 10
years.
A major consideration in making cost estimates for hospitaliza-

tion benefits, then, is how long and to what extent this tendency of
hospital costs to rise more rapidly than the general earnings level will
continue in the future, and whether or not it may in the long run be
counterbalanced by a trend in the opposite direction. Some factors
to consider are the relatively low wages of hospital employees (which
have been rapidly "catching up" with the general level of wages and
obviously may be expected to "catch up" completely at some future
date, rather than to increase indefinitely at a more rapid rate than
wages generally) and the development of new medical techniques and
procedures, with resultant increased expense.

In connection with this factor, there are possible counterbalancing
factors. The higher costs involved for more refined and extensive
treatments may be offset by the development of out-of-hospital
facilities, shorter durations of hospitalization, and less expense for
subsequent curative treatments as a result of preventive measures.
Also, it is possible that at some time in the future, the productivity
of hospital personnel will increase significantly as the result of changes
in the organization of hospital services or for other reasons, so that, as
in other fields of economic activity, the general wage level might in-
crease more rapidly than hospitalization prices in the long run.
Perhaps the major consideration in making and in presenting these

actuarial cost estimates for hospitalization benefits is that-unlike
the situation in regard to cost estimates for the monthly cash benefits,
where the result is the opposite-an unfavorable cost result is shown
when total earnings levels rise, unless the provisions of the system
are kept up to date (insofar as the maximum taxable earnings base
and the dollar amounts of any deductibles are concerned). The reason
for this result is that, as indicated in Actuarial Study No. 57, the
fundamental assumption was made that hospitalization costs would
rise at the same rate over the long run as the total earnings level; how-
ever, contribution income would rise less rapidly than tne total earn-
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ings level unless the earnings base is kept up to date. Under these
conditions, it is necessary that the base be kept up to date with the
changes in the general level of earnings, since contributions depend on
the covered earnings level, and this level is dampened if the earnings
base is not raised as earnings go up. Accordingly, it was necessary in
the actuarial cost estimates for hospitalization benefits in Actuarial
Study No. 57 to assume either that earnings levels will be unchanged
in the future or that, if wages continue to rise (as they have done in
the past), the system will be kept up to date insofar as the earnings
base and the deductibles are concerned.
The basic assumption underlying the actuarial cost estimates in

Actuarial Study No. 57 was that the relationship between earnings and
hospital costs would, on the average, be the same into the future as in
the 1961 experience. Alternatively and equivalently, these assump-
tions meant that earnings and hospital costs will rise, on the average,
at the same rate in the future and that tile earnings base will be ad-
justed proportionately with changes in the earnings level.

(3) Alternative assumptions for hospitalization-benefits cost esti-
mates

One alternative basis for the assumptions that have just been
discussed would assume the continuation into the long-range future of
recent trends in the relationship) between hospitalization costs and the
general wage level, while at the same time assuming that there would
be no change in the maximum earnings base under the system.

In the recent past, the general earnings level has increased at a
rate of about 4 percent a year, while hospital costs have risen about
7 percent a year, so that there is a differential of about 3 percent.
Assuming the continuation of these trends into the indefinite future
and assuming, at the same time, no change in the maximum earnings
base would have the following effects:

(1) Eventually hospitalization costs would exceed 100 percent
of the earnings of all workers in the country-let alone, of taxable
earnings.

(2) Virtually everyone entitled to cash benefits under the
system would have the maximum benefit prescribed under the
law, since they would have their benefits figured on the maximum
creditable earnings. The earnings of the lowest paid part-time
workers would eventually rise to the present maximum earnings
base.

(3) The cash benefits of the system would be only a very small
proportion of a person's previous earnings.

(4) As a percentage of taxable payroll, the cost of the cash-
benefits portion of the system would be considerably lower than
it is presently estimated to be-to the extent of about 14 percent
of taxable payroll.

Such an assumption was not used in the cost estimates because it is
considered to be completely unrealistic-and could be considered an
"impossible" one. It is inconceivable that hospital prices would rise
indefinitely at a rate faster than earnings because eventually indi-
viduals-even currently employed workers, let alone older persons-
could not afford to go to a hospital under such cost circumstances.
As a numerical example, consider a full-time male worker now earn-

ing the "typical" amount of $20 per day, or $5,200 per year. The

60



SOCIAL SECURITY AMENDMENTS OF 1965

average daily cost for hospitalization (including not only room and
board, but also other charges) for persons of all ages is about $40,
currently, or twice the average daily wage. If wages increase 4 per-
cent per year, and if hospital costs increase 7 percent per year-
indefinitely into the future-then the following situation will occur:

Item At present In 20 years In 60 years

Average daily wage.----------------------------------- $20 $43.82 $142.13
Average daily hospitalization cost .--- ..---.... ------.. $40 $154.79 $1,178 28
Ratio of hospital cost to average daily wage (percent) 200 363 829
Proportion of wage covered by $6,600 base (percent)...- 100 64 18

Consideration of the foregoing figures indicates that, whereas the
cost of a hospital day now averages about 2 days' wages, then in
50 years if the assumed trends take place, the cost of a hospital day
will be over 8 days' wages. Quite obviously, it is an untenable
assumption that there can be a sizable differential between the in-
crease in hospitalization costs and the increase in earnings levels that
will continue for a long period into the future.

(4) Assumptions underlying original cost estimates for the admin-
istration's bill, H.R. 1 and S. 1, 89th Congress (the King-
Anderson bill)

The Advisory Council on Social Security Financing, which was
appointed in 1963 and completed its work by the end of 1964, con-
sidered the subject of hospitalization benefits and made significant
recommendations in this field that were quite similar to the corre-
sponding provisions contained in the administration's bill, H.R. 1 and
S. 1, 89th Congress, introduced in January 1965. Further details on
the recommendations of the Advisory Council and on the cost assump-
tions that it suggested may be found in its report "The Status of
the Social Security Program and Recommendations for Its Improve-
ment" (app. V, 25th Annual Report of the Board of Trustees, H. Doc.
No. 100, 89th Cong.).
The Advisory Council stressed that the assumptions used in esti-

mating hospital insurance costs should be conservative (i.e., where
judgment issues arise, they should be resolved in a direction that
would yield a higher cost estimate). The assumptions suggested by
the Advisory Council were that the estimated 1965 hospitalization
costs should be assumed to increase in the future in relation to total
earnings rates by a net differential of 2.7 percent per year for the first
5 years after 1965, with this differential then being assumed to de-
crease to zero over the next 5 years; thereafter, earnings are assumed
to rise at an annual rate that is 0.5 percent greater than the increase
in hospitalization costs.
The cost estimates made for H.R. 1 and S. 1 (as contained in

Actuarial Study No. 59 of the Social Security Administration) were
on the same basis as to hospitalization-cost assumptions as recom-
mended by the Advisory Council. The long-range cost estimates
were developed on the basis that the base figure for average daily
hospitalization costs would be 1963 (since the cost estimates for both
the cash benefits and the hospitalization benefits are founded on this
basic assumption). This, in turn, meant that there was also the
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coordinate assumption that the earnings base would, in the future,
keep up to date with what $5,600 represented in 1963.

(5) Assumptions as to relative trends of hospitalization costs and
earnings underlying cost estimate for committee-approved
bill and for House-approved bill--H.R. 6676

As indicated previously, the committee very strongly believes that
the financing basis of the new hospital insurance program should be
developed on a conservative basis. For the reasons brought out
previously, the cost estimates should not be developed on a level-
earnings basis, but rather they should assume dynamic conditions as
to both earnings levels and hospitalization costs. Accordingly, it
seems appropriate to make cost projections for only 25 years in the
future and to develop the financing necessary for only this period
(but with a resulting trust fund balance at the end of the period equal
to about 1 year's disbursements). Although the trend of beneficiaries
aged 65 and over relative to the working population will undoubtedly
move in an upward direction after 25 years from now, it seems
impossible to predict what the trend of medical costs and what
hospital-utilization and medical-practice trends will be in the distant
future.

Accordingly, for the purposes of the cost estimates in this report, the
assumptions as to the relative trend of hospitalization costs as com-
pared with the general earnings level have been modified somewhat as
compared with the relatively conservative assumptions recommended
by the Advisory Council. The same differential of hospital costs
over earnings for the first 10 years is used, but thereafter the assump-
tion is made that these two elements increase at the same rate (rather
than having a negative one-half of 1 percent annual differential, as in
the Advisory Council recommendationss. In other words, the basis
of the hospitalization cost trends used in the cost estimates of this
report are on a more conservative basis than recommended by the
Advisory Council and, in fact, are more conservative than those used.
by the insurance business for its estimates for proposals of this type.
The assumptions as to the relative trends of hospitalization costs and
wages as used here are the same as those used for the cost estimates
for the House-approved bill.

(6) Assumptions as to hospital utilization rates underlying cost
estimates for committee-approved bill and for House-
approved bill--- .R. 6675

It should be pointed out that the hospital utilization assumptions
for the cost estimates prepared by the Social Security Administration
and also those in this report have always been founded on the hypoth-
esis that current practices in this field will not change relatively more
in the future than past experience has indicated. In other words,
no account is taken of the possibility that there will be a drastic
change in philosophy as to the best medical practices, so as, for
example, to utilize in-hospital care to a much greater extent than is
now the case.
The hospital utilization rates used for the cost estimates for the

various past proposals (H.R. 3920 and S. 880, 88th Congress; the
Advisory Council plan; and H.R. 1 and S. 1, 89th Congress) were the
same in all instances. In view of the fact that testimony of the
insurance business and the Blue Cross stated their belief that higher
utilization would develop (actually, by as much as 40 percent higher
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in the early years of operation), higher utilization rates have been
adopted than those used previously by the Social Security Adminis-
tration. The increase in the early-year utilization rates is about 20
percent. Half of this can be attributed to changing the previous
assumption of low-cost utilization rates in the early years to the
assumption of the intermediate-cost rates then; the latter were pre-
viously used only after the program would be in operation for a few
years and the beneficiaries would have better knowledge of the bene-
fits available. The other half of the increase in the utilization rates
can be said to represent a basic adjustment upward for all future
years, which can be viewed as a safety factor.

In other words, the current estimates can be considered to be
high-cost ones, as compared with the intermediate-cost ones formerly
used by the Social Security Administration. Another factor that maybe used to justify the higher utilization rates used in these cost esti-
mates is the somewhat greater amount of hospitalization which might
result from the availability of the physicians' services benefits for
in-hospital cases made available under the supplementary medical
insurance program contained in the committee-approved bill.

(7) Assumptions as to hospital per diem rates underlying cost
estimates for House-approved bill and for committee-
approved bil-H.R. 6675

The average daily cost of hospitalization that is used in these cost
estimates is computed on the same basis as the corresponding figures
in Actuarial Study No. 69 of the Social Security Administration.
These per diem costs were in close agreement with what the Blue
Cross testimony indicated, although some 13 percent below the
estimates of the insurance business. The reason for the latter differ-
ential is that the insurance business did not make as large an allowance
for a lower average daily cost for persons aged 65 and over and for
hospital expenses that are not related to inpatients.
(d) Results of cost estimates

(1) Summary of cost estimates for H.R. 1 and S. 1, 89th Congress,
under various cost assumptions

Table B summarizes the cost estimates that would be made for
H.R. 1 and S. 1, 89th Congress (the King-Anderson bill), under various
cost assumptions that have been used in the past, and also under
those that are being used for the committee-approved bill. This
analysis is made, with a single plan as the base point, so as to show the
effect of the various assumptions. The variations shown arise from
changes in a number of the cost factors-the relative trend of hospitali-
zation costs as compared with earnings; the period over which the cost
estimates are made, and whether static or dynamic assumptions are
involved; and the hospital utilization rates.

In all the previous cost estimates, it was assumed that the maximum
taxable earnings base would be kept up to date, by periodic changes,
with changes m the general earnings level, and also that the same
would be true of any deductibles. In regard to the latter element,
many of the proposals had provisions calling for increases in the
deductible amounts as hospital costs increase in the future so that the
condition was thus satisfied; this is the case in connection with the
hospital and outpatient diagnostic deductibles and also the hospital
and extended care facility coinsurance in the committee-approved bill.
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With regard to the assumption that the earnings base would be kept
up to date in the future, the committee believes that this is not a con-
servative assumption, since it seems to bind future Congresses into
taking action in order to maintain the actuarial soundness of the hos-
pital insurance system. It should be emphasized that the actuarial
soundness of the cash benefits program under the old-age, survivors,
and disability insurance system does not at all depend upon an as-
sumption of the earnings base being adjusted upward when wages
rise (but rather, on the contrary, the actuarial status of the system is
improved under such circumstances. Accordingly, although the
committee believes that, under the likely conditions of rising wages
over the next 25 years, the earnings base will be adjusted upward
beyond the increase contained in the committee-approved bill (from
the present $4,800 to $6,600), the conservative assumption should be
made for the purposes of the actuarial cost estimates that no further
increases will occur after 1966.
TABLE B.-Summary of cost estimates for hospital insurance benefits of H.R. 1

and S. 1, 89th Congress, under various cost assumptions

Assumptions as to Assumptions as to relative trends of Estimated level-cost
earnings base hospitalization costs and earnings

COST ESTIMATES PREPARED ON LONG-RANGE LEVEL-EARNINGS ASSUMPTIONS

(1) Keeps up to date with
what $6,600 was in
1963.

(2) Keeps up to date with
what $5,600 was in
1963.

(3) Keeps up to date with
what $5,600 was In
1963.

(4) Keeps up to date with
what $5,600 was in
1963.

(5) Keeps up to date with
what $6,600 would
be in 1966.

Over the long range, hospitalization costs and
earnings increase at same rate from 1961 on.

Past experience projected to 1965; in next 5 years,
hospitalization costs, rise more rapidly than
earnings-by a total differential of 10%; there-
after, hospitalization costs and earnings rise at
same rate.

Past experience projected to 1965; hospitalization
costs rise more rapidly than wages by 2.7% for
6 years; then this differential is reduced to zero
in next 6 years and after 1976 wages rise more
rapidly than hospitalization costs'by 0% per
year.

Past experience projected to 1965; hospitalization
costs rise more rapidly than wages by 2.7% for
6 years; then this differential is reduced to zero
in next 6 years; after 1976, hospitalization costs
and wages increase at same rate.

Same as In (4)..----- .....-.......--------..

0.67% (basis of Actuar-
lal Study No. 67, 1963).

0.81% (basis of cost esti-
mates developed for
1964 legislation).

0.84% (basis of cost esti-
mates for Advisory
Council and in Actu-
arial Study No. 59,
1965).

0.87%.

0.90%.

COST ESTIMATES PREPARED ON LONO-RANGE RISING-EARNINGS ASSUMPTIONS

(6) Same as In (6) ..--.... Same as in (4) 096%.
(7) Remains at $5,600 Same as In (4) 0.98%.through 1970;

brought up to date
by Increase to $6,600
in 1971 and Increased
correspondingly
every 6th year there-
after.

(8) Remains at $5,600 Same as in (4) .................... ------..... 109%.'
through 1970; in-
creases to $6,600 in
1971 and then re-
mains constant.

(9) $6,600 in 1966 and then Same as in (4)-....-- ...... ----. .------...------ 1.08%.
remains constant.

' Except for items (1) and (2), which are on a perpetuity basis, the figures are for the level-cost over a 25-
year period, expressed as a percentage of taxable payroll; includes margin so that trust fund balance at
end of period equals the disbursements for that year.

2 All the cost estimates for Items (1) to (8) are based on the hospital utilization rates of Actuarial Study
No. 69 of the Social Security Administration. q he level cost for item (8) would be increased to 1.21%
under the hospital utilization rates po the estimates of this report, while for item (9) the corresponding figure
would be 1.20%.

-------

-
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(2) Level-costs of hospital and related benefits
As shown in footnote 2 of table B, the level cost of the hospitalbenefits that would be provided under H.R. 1 and S. 1, 89th Congress,

is 1.20 percent of taxable payroll, under the assumptions that the
earnings base would be the same as in the committee-approved bill and
would not change after 1966, and that both hospitalization costs and
general earnings will continue to rise during the entire 25-year period
considered in the cost estimates. The corresponding level cost of the
hospital and related benefits in the committee-approved bill is 1.31
percent of taxable payroll. The difference arises from several factors.
A higher cost arises for the committee-approved bill because the self-
employed contribute on a lower rate basis (i.e., at the employee rate
instead of 1 times the employee rate), because there are more insured
persons (due to the transitional insured status provisions for certain
persons aged 72 and over), and because of the inclusion of hospital
benefits beyond 60 days (with coinsurance). On the other hand,
there is a lower cost under the committee-approved bill because of
the exclusion of prehospital home health services and because of the
higher earnings base, but this only partially offsets the factors men-
tioned in the previous sentence.
The level-equivalentof. the contribution schedule in the committee-

approved bill (as described previously) is 1.32 percent of taxable
payroll. Accordingly, these estimates indicate that the hospital
insurance program is in actuarial balance under the assumptions
made (and described previously).
The estimated level-cost of the hospital and related benefits of

1.31 percent consists predominantly of the cost of the hospital benefits.
It does not seem feasible to attempt to subdivide the cost for the
hospital benefits and the extended care facility benefits between
these two categories. In the early years, virtually all of such costs
will be for hospital benefits. Perhaps only about $25 to $50 million
will be expended in 1967 for extended care facility benefits. In
later years, it seems quite possible that greater use of posthospitalextended care services will be made, thus tending to reduce the use
of hospitals. From a cost standpoint, then, it seems desirable to
consider hospital benefits and extended care facility benefits in combi-
nation, and it is estimated that the level-cost therefor is 1.26 percentof taxable payroll. The level cost of outpatient hospital diagnostic
benefits is estimated at 0.01 percent of taxable payroll, with the cost
in the first full year of operations being about $10 million. Finally,
the estimated level-cost of the posthospital home health benefits
is 0.04 percent of taxable payroll, a figure that allows for a considerable
expansion of these services in the future (with the cost in the first
full year of operations being estimated at less than $10 million.)
Table C indicates the changes in the actuarial balance of the hospitalinsurance program due to various changes made in the committee-

approved bill, as compared with the House-approved bill.
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TABLE C.-Changes in actuarial balance of hospital insurance system, expressed
in terms of estimated level-cost as percentage of taxable payroll, by type of change,
intermediate-cost estimate, Iouse-approved bill and committee-approved bill,
based on 3.50 percent interest.

(Percent]ItemvLevelcos
Actuarial balance under House-approved bill ------------------------ 0. 00
Earnings base of $6,600 in all future years----------------------------+ 01
Revised contribution schedule-----------------------.-----.----. 09
Inclusion of services of medical specialists -------------------..--- - ---- 05
Increase in maximum home health services visits ----------.----------. 01
Increase in maximum hospital benefit days..---------------------- ---- 04
Inclusion of psychiatric hospitals,-----------------------------..---.. 01
Transfer of outpatient diagnostic deductible to supplementary plan and

introduction of 20 percent coinsurance ---..-.....------..--------..02

Actuarial balance under committee-approved bill--------------------+-. 01
I Radiologists, anesthesiologists, pathologists, and physlatrlsts.

As indicated previously, one of the most important basic assump-
tions in the cost estimates presented here is that the earnings base
is assumed to remain unchanged after it increases to $6,600 in 1966,
even though for the period considered (up to 1990) the general earn-
ings level is assumed to rise at a rate of 3 percent annually. If the
earnings base does rise in the future to keep up to date with the
general earnings level, then the contribution rates required would be
lower than those scheduled in the committee-approved bill. In fact,
if this were to occur, the steps in the contribution schedule beyond
the combined employer-employee rate of 1.1 percent would not be
needed. Furthermore, under the foregoing conditions, if the hospital
utilization experience followed the intermediate-cost assumptions
made previously in Actuarial Study No. 59 of the Social Security
Administration (increased by 10 percent for the estimates presented
in this report), and if all other conditions (such as the relationship of
hospitalization costs and general earnings) developed as they are set
forth in the assumptions, then it is possible that the combined
employer-employee contribution rate would not have to increase
beyond 1 percent.

(S) Number of persons protected on July 1, 1966
It is estimated that on July 1, 1966, the total population of the

United States (including American Samoa, Guam, Puerto Rico, and
the Virgin Islands) who are aged 65 and over will be 19.10 million
(after allowance for underenumeration in the census counts and in
population projections based thereon).
The total number of such persons who are estimated to be eligible

for the hospital and related benefits on the basis of insured status under
the old-age, survivors, and disability insurance system and the rail-
road retirement system is 16.90 million, of whom 16.08 million are
insured under old-age, survivors, and disability insurance only, 0.56
million are insured under railroad retirement only, and 0.26 million
are insured under both systems. Of the remaining 2.20 million,
about 1.95 million are estimated to be eligible for the hospital and
related benefits under the transitional provision on eligibility of
presently uninsured individuals, as contained in the committee-
approved bill. The remaining 250,000 persons are not eligible for
hospital and related benefits because they are active or retired em-
ployees who are eligible for more comprehensive benefits under the
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Federal Employees Health Benefits Act of 1969 (200,000 persons),
because they are alien residents who do not meet the residence and
other requirements, or because they are subversives.
The cost for the 1.95 million persons who would be blanketed in

for the hospital and related benefits is met from the general fund of
the Treasury (with the financial transactions involved passing through
the hospital insurance trust fund). The costs so involved, along with
the financial transactions, are not included in the preceding cost
analysis or in the following discussions of the progress of the hospital
insurance trust fund. A later portion of this section, however,
discusses these costs for the blanketed-in group.

(4) Future operations of hospital insurance trustfund
Table D shows the estimated operation of the hospital insurance

trust fund under the committee-approved bill. According to this
estimate, the balance in the trust fund would grow steadily in the
future, increasing from about $460 million at the end of 1966 to $1.9
billion 5 years later. Over the long range, the trust fund would
build up steadily, reaching $10.1 billion in 1990 (representing the
outgo for 1.0 years at the level of that time). The balance in the
trust fund at the end of each calendar year in the early years of
operation would be somewhat larger than shown in table D if the
appropriations from the general fund of the Treasury are made at
the beginning of each fiscal year (as a provision added by the com-
mittee-approved bill would permit). If this is done at the beginning
of fiscal year 1967 (on July 1, 1966), the balance in the trust fund at
the end of calendar year 1966 will be about $150 million higher.
Table D is based on the assumption that the hospital and related

benefits for railroad workers and annuitants will be administered
through the hospital insurance trust fund. However, if the maximum
earnings base under the Railroad Retirement Tax Act is increased to
at least that under the hospital insurance system, thereafter the
Railroad Retirement Board will administer these benefits and will
receive the contributions (at the same rate) from railroad workers.
At the same time, the financial interchange provisions which are
applicable under present law to the cash benefits would be operative
for the hospital and related benefits (the detailed operation and the
function of the financial interchange provision are explained in
par. (c)(6) of the section dealing with the actuarial cost estimates
for the old-age, survivors, and disability insurance system). As a
result, there would be no net financial effect on the hospital insurance
program whether or not such transfer of administration occurs.
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TABLE D.-Estimated progress of hospital insurance trust fund
[In millions]

Contribu- Benefit Adminis- Interest Balance in
Calendar year tons payments trative on fund fund at

expenses end of year

190 ......-----...--.--.------...--... $1,648 $1,055 $55 $156 $463
1967..----...-...-- ---- ------.---------- 2,766 2,368 71 16 8051968.-------.----------------.--............ 3,026 2, 674 77 29 1,208
1969........ ...... ............... .....120 2807 4 41 1,478199--------------------------------3,120 2,807 84 41 1,478
1970...---.-..---- .....----..--..-----. 3,22 3,060 92 48 1,5991971..---.---.---..--.--------.-----.3,609 3,293 99 63 1,869
1972..------- ..----..---....----------------- 3, 776 3, 535 106 60 2,064
1973--.-----------.....-. .. --.--..--....------- 4,251 3,788 114 68 2,481
1974 -..--------- --. -----------------------....474 4,053 122 80 2,860
1976 -.----------...--.-----.---.- -------. 4,6 4, 330 130 88 3,143
1980.................................. 6,69 6,680 170 163 6,479
198 ------------------------.................. 7,341 20 252 8,1881990.............. .......................... .,.,1
1990-..-.------------------..--------------9,695 9,414 282 310 10,098

I Including administrative expenses incurred in 1965.
NoTE.--The transactions relating to the nonlnsured persons who would be covered for the benefits of

this program, the cost for whom is borne out of the general funds of the Treasury, are not shown In the
Iaovo figures. 'The figures In this table arc basedd on tile assumption that railroad workers will be covered
directly by this program. (Seo table E for data on the basis that the Railroad Retirement Board will
administer their benefits.)

Under the circumstances of such a transfer, both the contributions
and the benefit payments made directly through the hospital insurance
trust fund would be lower than shown in table D. The extent of the
decrease in benefit payments and the size of the financial interchange
payments will depend on the extent to which persons eligible under
both the railroad system and the hospital insurance system choose to
receive their payments through the former. The financial results are
shown in table E under the extreme assumption that all dual eligibles
elect to receive benefits through the railroad system.
Not included in the figures in table E are any excesses of contribu-

tions collected by the railroad retirement system over the amount to
be credited, through the financial interchange, to the hospital insurance
trust fund; such excesses would resultlf the railroad retirement
earnings base is higher than that under hospital insurance. Con-
versely, the contributions collected by the railroad retirement system
could be slightly lower than the amount to be credited to the hospital
insurance trust fund if the two earnings bases are the same, since the
railroad retirement base is on a monthly basis, rather than an annual
one (for example, an individual earning $500 per month for 6 months
of a year and $600 per month for the other 6 months would have all
his wages covered under a $6,600 annual base, but not under a $550
monthly base). There could also be a difference if subsequently the
railroad retirement base were not increased as rapidly as any increases
that might occur in the hospital insurance base. In any event, the
hospital insurance trust fund receives the same amount, and the rail-
road retirement account has either an excess or a deficit in this respect.
Also not included in table E are the benefit costs of certain services

furnished in Canada that are available only to railroad eligibles.
These have an estimated cost initially of about $200,000 per year,
financed entirely by the railroad retirement system, and are not
involved in the financial interchange transactions.
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TABLE E.-Estimated financial results if railroad workers and annuitants receive

hospital and related benefits through railroad retirement account
(In millions]

Benefit
Coritrlbu- payments Financial

Calendar year tons t and ad- interchange
minlstrative payment ,
expenses 2

196...-- -----.---------.---------------.-- ----------.$29 9 $10
1967-----------.------------------------- 48 4 36
1968...----..----. ---------------.----------------- -.. 50 90 40
1969...-------------. --.----------------------------- 60 94 44
1970.....--..----------------.-------------...- 650 99 49
1971 ...-.-.--- .----.-. .- .-------.. 64 103 49
1972 ......--------------------..--.. ----------------------- 106 61
1973 ....-- .--- -----.--.------------------- - 59 109 50
1974...-----..----..-------.---..----------- -------. 60 113 53
19756.--...------------.-----.------------- ------ 60 115 55
1980-.....--- -----------..--------------- - 74 116 42
1986-....---- ..--.--------------------.--.---.------- 76 116 41
1990..-------..----- -------------------.-------------- 85 114 29

I Amounts Involved in the financial Interchange transactions.
2 Based on the assumption that all dual eligibles elect to receive benefits from the railroad retirement

system.
* Payments from the hospital insurance trust fund to the railroad retirement account (shown on an ac-

crual basis).

(e) Cost estimate for hospital benefits for noninsured persons paid from
general funds

The committee-approved bill would provide hospital and related
benefits not only for beneficiaries of the old-age, survivors, and dis-
ability insurance system and the railroad retirement system, but
also for most persons aged 65 and over in 1966 (and for many of those
attaining this age in the next few years) who are not insured under
either of these two social insurance systems. Such benefit protection
would be provided to any person aged 66 and over on July 1, 1966,
who is not eligible as an old-age, survivors, and disability insurance
or railroad retirement beneficiary and who (a) is not an employee of
the Federal Government or a retired Federal employee enrolled for
health benefits under the Federal Employees Health Benefits Act of
1959, or the wife or widow of such an individual; (b) is not a member of
a subversive organization and has not been convicted of subversive
activities; and (c) is a citizen or is an alien lawfully admitted for
permanent residence who has had at least 10 years of continuous
residence.

Persons meeting such conditions who attain age 65 before 1968
also would qualify for the hospital benefits, while those attaining age
65 after 1967 must have some old-age, survivors, and disability
insurance or railroad retirement coverage to qualify; namely, three
quarters of coverage (which can be acquired at any time after 1936)
for each year elapsing after 1965 and before the year of attainment of
age 65 (e.g., six quarters of coverage for attainment of age 65 in 1968,
nine quarters for 1969, etc.). This transitional provision "washes out"
for men attaining age 65 in 1974 and for women attaining age 65 in
1972, since the fully insured status requirement for monthly benefits
for such categories is then no greater than the special insured status
requirement.
The benefits for the "noninsured" group would be paid from the

health insurance trust fund, but with reimbursement therefor from

9.869604064
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the general fund of the Treasury on a current basis, or even in advance
for the fiscal year, at the beginning thereof or at later dates.
The estimated cost to the general fund of the Treasury. for the

hospital and related benefits for the noninsured group is as follows for
the first 5 calendar years of operation (in millions):

Cost to General
Calendar year: Treasury

1966 (last 6 months) .....--.------.--..------------------------- $145
1967 ---------------------------------------------------------.. 285
1968----- ..---.---..-----.---------------------------------- 280
1969-------------------------..------------- --- -----------270
1970.------..---------..----------------------------------------- 265

The cost to the general fund of the Treasury decreases slowly for the
closed group involved. Offsetting, in large part, the decline in the
number of eligibles blanketed in is tile increasing hospital utilization
per capita as the average age of the group rises and the increasing
hospitalization costs in future years.
6. ACTUARIAL COST ESTIMATES FOR TIHE VOLUNTARY SJPPLJEMENTARY

MEDICAL INSURANCE SYSTEM

(a) Summary of actuarial cost estimates
The supplementary medical insurance system that would be

established by the committee-approved hill has an estimated cost for
benefit payments incurred and for administrative expenses that would
adequately be met during the first 2 years of operation (1967-68)
by the individual premium rates prescribed plus the equal matching
contributions from the general fund of the Treasury. Both contri-
butions and benefit payments would begin in January 1967. In sub-
sequent years, the committee-approved bill provides for appropriate
ad ustment of the premium rates so as to assure that the program
will be adequately financed along with the establishment of sufficient
contingency reserves. Although provision is made for an advance
appropriation from general revenues to provide a contingency reserve
during the period January 1967 through December 1968, it is believed
that this will not actually have to be drawn upon, but nonetheless it
serves as a desirable safeguard to the financing basis of the program.

Just as in the case of the hospital insurance system, it is essential
that the operating experience of a vast new program such as this
should be subject to prompt, thorough actuarial review and study.
Accordingly, the committee approves of the suggestion that has been
made for a small random sample of the eligibles to be maintained on
a current basis, so as to permit intensive study by the actuary without
the delay that would be inherent in attempting to obtain operating ex-
perience data for the entire group of persons covered under the system.
(b) Financing policy

(1) Self-supporting nature of system.
The committee has recommended the establishment of a supple-

mentary medical insurance program that can be voluntarily elected,
on an individual basis, by virtually all persons aged 65 and over in
the United States (excluding only those aliens who have not been
lawfully admitted for permanent residence or who have not had 10
continuous years of residence). This program is intended to be

70
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completely self-supporting from the contributions of covered indi-
viduals and from the equal-matching contributions from the general
fund of the Treasury. Initially (for the period January 1967 through
December 1968), the premium rate is established at $3 per month,
so that the total income of the system per participant per month will
be $6. Persons who do not elect to come into the system at as early
a time as possible will generally have to pay a higher premium rate
than $3. Under the committee-approved bill, the monthly premium
rate can be adjusted for future years after 1968, so as to reflect the
expected experience, including an allowance for a margin for con-
tingencies. All financial operations for this program would be
handled through a separate fund, the supplementary medical in-
surance trust fund.
The committee-approved bill also provides for establishment of an

advance appropriation from the general funds of the Treasury that
will serve as an initial contingency reserve in an amount equal to
$18 (or 6 months' per capita contributions from the general funds of
the Treasury) times the number of individuals who are estimated
to be eligible for participation in January 1967 (an estimated 19.15
million persons). This amount, which is approximately $345 million,
would be appropriated, but it would not actually be transferred to
the supplementary medical insurance trust fund unless, and until,
some of it would be needed. This contingency amount would be
available only during the first 2 years of operations (January 1967
to December 1968), and any amounts actually transferred to the
trust fund would be subject to repayment to the general funds of the
Treasury (without interest).

(2) Actuarial soundness of system
The concept of actuarial soundness for the old-age, survivors, and

disability insurance 'system and for the hospital insurance system is
somewhat different than that for the supplementary medical insurance
program. In essence, the last system is on a "current cost" financing
basis, rather than on a "long-range cost" financing basis. The situa-
tions are essentially different because the financial support of the
supplementary medical insurance system comes from a premium rate
that is subject to change from time to time, in accordance with the
experience actually developing and with the experience anticipated in
the near future. The actuarial soundness of the supplementary med-
ical insurance program, therefore, depends only upon the "short-term"
premium rates being adequate to meet, on an accrual basis, the benefit
payments and administrative expenses over the period for which they
are established (including the accumulation and maintenance of a
contingency fund).
(c) Results of cost estimates

(1) Cost assumptions
Only a relatively small amount of data is available in regard to the

physicians' services and other medical services that would be covered
by the supplementary medical insurance system. The cost estimates
used in determining the premium rate to be charged to individuals
along with the matching Government contribution, have utilized
data from the experience under the Federal Employees Health Benefits
Act of 1959 for persons aged 65 and over, the experience under the
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Connecticut 65 program, and various information obtained by the
National Health Survey conducted on a periodic basis by the Public
Health Service of the Department of Health, Education, and Welfare.
The cost estimates have been made on a conservative basis-as

seems essential in a newly established program of this type for persons
aged 65 and over, most of whom have not previously had such insur-
ance. It is believed that the $6 total per capital income of the system
(from the premiums of the individuals and the matching Government
contributions) will be fully adequate to meet the costs of administra-
tion and the benefit payments incurred, as well as to build up a rela-
tively small contingency reserve. It is believed that there will be no
need to draw upon the advance appropriation that is provided from
general revenues.
Two cost estimates have been presented in regard to the possible

per capita cost. Under the low-cost estimate, the benefits and admin-
istrative expenses will, on an accrual basis, represent about 70 percent
of the contribution income, whereas under the high-cost estimate, the
corresponding ratio will be almost 95 percent.

In an individual voluntary-election program such as this, it is im-
possible to predict accurately in advance what proportion of those
eligible to participate in the program will actually do so. Accordingly,
the cost estimates have been presented on two bases-an assumed 80-
percent participation and an assumed 95-percent participation. Both
of these estimates assume that virtually all State public assistance
agencies will "buy in" for their old-age assistance recipients.
The same per capita cost has been used for the two participation

assumptions. It could be argued that with less than complete
coverage, such as the 80-percent assumption, there would be anti-
selection against the program and that thus a higher per capita cost
should be used. Although there may be some validity to this argu-
ment, there is the point on the other side of the question that those
who do not participate will consist, to a considerable extent, of un-
informed persons with low incomes who will not see the need or have
the foresight to participate. The per capita cost for this category
will not be significantly lower than the average. Furthermore, the
experience under group health insurance indicates that 75-percent
participation is adequate protection against antiselection.

It is recognized that there could be a very considerable element of
antiselection in an individual voluntary program, such as this, if the
insured person were required to pay the full cost. However, since,
under the supplementary medical insurance program, half of the pre-
mium is paid from general revenues, the amount paid by the individual
is low enough to be very attractive to even the lowest cost groups.

If participation should fall to a very low level, the per capita cost
would rise substantially due to antiselection. In this event, however,
the initial contingency fund would be a correspondingly larger pro-
portion of the income received.

(2) Short-range operations of supplementary medical insurance
trustfund

Table F presents estimates of the operation of the supplementary
medical insurance trust fund for the first 2 years of operation, 1967-68.
As indicated previously, four sets of estimates are given, under different
assumptions as to low- and high-cost estimates and as to low and high
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participation. A significant balance in the trust fund develops in
1967, because of the lag involved in making benefit payments, since
there are the factors of administrative processing and of the deductible
that must be met first before any benefits are payable. In this
respect, it will be noted that the income from premium payments by
individuals will go into the trust fund beginning in the early part of
January 1967, and the matching Government contributions will go
into the trust fund simultaneously.
Under the low-cost estimates, the trust fund is estimated to have a

balance of $455 to $540 million at the end of 1967, and between $695
and $825 million at the end of 1968. On the other hand, under the
high-cost estimates, the balance in the trust fund at the end of 1967
will be between $315 and $385 million, and will be about $50 million
higher at the end of 1968.

TABLE F.-Estimated progress of supplementary medical insurance trust fund
[In millions]

Contributions
__ _ Benefit Adminis- Interest Balance in

Calendar year payments trative ex- on fund fund at endPartiel- Govern- penses ' of year
pants ment

Low-cost estimate, 80-percent participation

1967...----- ------------------ 66 $666 $690 $76 $10 $466
1968..------------------- 666 666 830 80 20 696

Low-cost estimate, 9-percent participation

1967-.-------------------. $660 $660 $700 $90 $10 $640
1968----------------- 670 670 986 95 26 826

High-cost estimate, 80-percent participation

1967--------------------..-- $666 $66 $705 $96 $56 316
1968 -- ---.--.-- ----- 666 665 1,000 100 16 360

High-cost estimate, 96-percent participation

1967.--------------------- 600 $600 $836 $110 $10 $385
1968--...-------.---------- 670 670 1,190 115 16 436

I Administrative expenses shown include both those for the full year 1967 and such expenses as Incurred
in 1965 and 1966.
NOTE.-Not Included above is the advance appropriation from general revenues that is to provide a

contingency reserve during 1967-68 (to be used only if needed and to be repayable).

6. IMPROVEMENT AND EXTENSION OF KERR-MILLS MEDICAL
ASSISTANCE PROGRAM

(a) Background
The provision of medical care for the needy has long been a responsi-

bility of the State and local public welfare agencies. In recent years,
the Federal Government has assisted the States and localities in carry-
ing this responsibility by participating in the cost of the care provided.
Under the original Social Security Act, it was possible for the States
with Federal help, to furnish money to the needy with which they could
buy the medical care they needed. Since 1950, the Social Security

49-648 0--8--pt. 1--6
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Act has authorized participation in the cost of medical care provided
in behalf of the needy agd, blind, disabled, and dependent children-
the so-called vendor payments.

Several times since 1950, the Congress has liberalized the provisions
of law under which the States administer the State-Federal program of
medical assistance for the needy. The most significant enactment was
in 1960 when the Kerr-M.ills medical assistance for the aged program
was authorized. This legislation offers generous Federal matching to
enable the States to provide medical care in behalf of aged persons who
have enough income for their basic maintenance but not enough for
medical care costs. This program has grown to the point where
40 States and 4 other jurisdictions have such a program and over
246,000 aged were aided in March 1965. Furthermore, medical care
as a part of the cash maintenance assistance programs has also grown
through the years until, at this time, nearly all the States make
vendor payments for some items of medical care for at least some
of the needy.
The committee bill is designed to liberalize the Federal law under

which States operate their medical assistance programs so as to make
medical services for the needy more generally available. To accom-
plish this objective, the committee bill would establish, effective
January 1, 1966, a new title in the Social Security Act-"Title XIX:
Grants to the States for Medical Assistance Programs."
Under the House bill, after an interim period ending June 30, 1967,

all States would have to adopt the new program or lose Federal
matching as to vendor medical payments since the current provisions
of law would expire at that time. Under the committee bill the States
will have the option of participating under the new program or
continuing to operate under the vendor payment provisions of title I
(old-age assistance and medical assistance for the aged), title IV (aid
to families with dependent children), title X (aid to the blind), title
XIV (aid to the permanently and totally disabled), and title XVI
(the combined adult program). Programs of vendor payments for
medical care will continue, as now, to be optional with the States.
(b) State plan requirements

(1) Standard provisions
The provisions in the proposed title XIX contain a number of

requirements for State plans which are either identical to the existing
provisions of law or are merely conforming changes. These are:

That a plan shall be in effect in al political subdivisions of the
State.

That, there shall be provided an opportunity for a fair hearing
for any individual whose claim for assistance is denied or not acted
upon with reasonable promptness.
That the State agency will make such reports as the Secretary

may from time to time require.
That there shall be safeguards provided which restrict the use

or disclosure of information concerning applicants or recipients
to purposes directly connected with the administration of the plan.
That all individuals wishing to make application for assistance

under the plan shall have an opportunity to do so and that such
assistance shall be furnished with reasonable promptness.
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That in determining whether an individual is blind there shall
be an examination by a physician skilled in the diseases of the
eye or by an optometrist, whichever the individual may select.
That medical assistance will be furnished to individuals who

are residents of the State but who are absent therefrom.
(2) Additions to standard provisions

In addition to the requirements for State plans mentioned above,
the committee bill contains several other plan requirements which
are either new or changed over provisions currently in the law.
The bill provides that there shall be financial participation by the

State equal to not less than 40 percent of the non-Federal share of the
expenditures under the plan and that, effective July 1, 1970, the finan-
cial participation by the State shall equal all the non-Federal share.
This provision was included to make certain that the lack of availa-
bility of local funds for financing of any part of the program not affect
the amount, scope, or duration of benefits or the level of administration
set by the State. Prior to the 1970 date, the committee will be will-
ing to consider other legislative alternatives to the provisions making
the entire non-Federal share a responsibility of the State so long as
these alternatives, in maintaining the concept of local participation,
assure a consistent statewide program at a reasonable level of ade-
quacy.
The bill contains a provision found in the other public assistance

titles of the Social Security Act that the State plan must include such
methods of administration as are found by the Secretary to be neces-
sary for the proper and efficient operation of the plan, with the addition
of the requirement that such methods must include provisions for
utilization of professional medical personnel in the administration of
the plan. It is important that State utilize a sufficient number of
trained and qualified personnel in the administration of the program
including both medical and other professional staff.
The committee's bill would add a requirement that the State plan

include a description of the standards, methods, and administrative
arrangements which affect quality of medical care that a State will
use in administering medical assistance. This amendment would give
no authority to the Department of Health, Education, and Welfare
with respect to the content of such standards and methods. In this
respect it is somewhat analogous to the requirement, which has been
in the public assistance titles since 1950 and which is included in the
new title XIX, requiring States to have an authority or authorities
responsible for establishing and maintaining standards for private
or public institutions in which recipients may receive care or services.
The committee also added an amendment to require that, after

June 30 1967, private and public medical institutions must meet
standards (which may be in addition to the standards prescribed
by the State) relating to protection against fire and other hazards
to the health and safety of individuals, which are established by the
Secretary of Health, Education, and Welfare. The committee as-
sumes that the standards prescribed by many States at the present
time will meet or exceed those prescribed by the Secretary.
The House bill provided that the State or local agency admin-

istering the State plan under title XIX shall be the same agency
which is currently administering either title I (old-age assistance) or
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that part of title XVI (assistance for the aged, blind, and the disabled,
and medical assistance for the aged) relating to the aged. Where the
program relating to the aged is State supervised, the same State
agency shall supervise the administration of title XIX.
The committee believes that the States should be given the oppor-

tunity to select the agency they wish to administer the program. A
number of witnesses appearing before the committee have expressed
the belief that the State health agency should be given the primary
responsibility under this program. The committee bill leaves this
decision wholly to the States with the sole requirement that the de-
termination of eligibility for medical assistance be made by the State
or local agency administering State plans approved under title I or
XVI. The committee agrees with the statement in the House report
that the welfare agencies have "long experience and skill in deter-
mination of eligibility."
The committee bill also provides that if, on January 1, 1965, and

on the date a State submits its title XIX plan, the State agency ad-
ministering or supervising the administration of the State plan for the
blind under title X or title XVI of the Social Security Act is different
from the State agency administering or supervising the administration
of the new program, such blind agency may be designated to ad-
minister or supervise the administration of the portion of the title
XIX plan' which relates to blind individuals. This would include
the eligibility determining function. In such case, the portion of the
title XIX plan administered or supervised by each agency shall be
regarded as a separate plan.

Current provisions of law requiring States to have an agency or
agencies responsible for establishing and maintaining standards for
the types of institutions included under the State plan have been con-
tinued under the bill. Your committee expects that these provisions
will be used to bring about progressive improvement in the level of
institutional care and services provided. to recipients of medical as-
sistance. Standards of care in many medical institutions are not now
at a satisfactory level and it is hoped that current standards appli-
cable to medical institutions will be improved by the State's standard-
setting agency and that these standards will be enforced by the appro-
priate State body.
Under provisions of the committee bill, the State plan must include

such safeguards as may be necessary to assure that eligibility for care
and services under the plan will be determined, and that such care and
services will be provided, in a manner consistent with simplicity of
administration and the best interests of the recipient. This provision
was included in order to provide some assurance that the States will
not use unduly complicated methods of determining eligibility which
have the effect of delaying in an unwarranted fashion the decision on
eligibility for medical assistance or that the States will not administer
the provisions for services in a way which adversely affects the avail-
ability or the quality of the care to be provided. The committee
expects that under this provision, the States will be eliminating unre-
warding and unproductive policies and methods of investigation and
that they will develop such procedures as will assure the most effective
working relationships with medical facilities, practitioners, and sup-
pliers of care and service in order to encourage their full cooperation
and participation in the provision of services under the State plan.
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The committee hopes that there will be continuing evaluation of all
State plan requirements in relation to the basic objectives of the
legislation.
(c) Eligibility for medical assistance
Under the committee bill, a State plan to be approved must include

provision for medical assistance for all individuals receiving aid or
assistance under State plans approved under titles I, IV, X, XIV,
and XVI. It is only if this group is provided for that States may
include medical assistance to the less needy.
Under the committee bill, medical assistance made available to per-

sons receiving assistance under title I, IV, X, XIV, or XVI must not
be less in amount, duration or scope than that provided for persons
receiving aid under any other of those titles. In other words, the
amount, duration, and scope of medical assistance made available
must be the same for all such persons. This will assure comparable
treatment for all of the needy aided under the federally aided cate-
gories of assistance.
The bill provides furthermore that as States extend their programs

to include assistance for persons who come within the various cate-
gories of assistance except that their income and resources are suffi-
cient to meet their needs for maintenance, the medical assistance given
such individuals shall not be greater in amount, duration, or scope
than that made available for persons who are recipients of money pay-
ments. This was included in order to make sure that the most needy
in a State receive no less comprehensive care than those who are not
as needy.
Under the bill, if a State extends the program to those persons not

receiving assistance under titles I, IV, X, XIV, and XVI, the deter-
mination of financial eligibility must be on a basis that is comparable
as among the people who, except for their income and resources, would
be recipients of money for maintenance under the other public assist-
ance programs. Thus, the income and resources limitation for the
aged must be comparable to that set for the disabled and blind and
must also have a comparability for that set for families with children
who, except for their income and resources, would be eligible for
AFDC. The scope, amount, and duration of medical assistance
available to each of these groups must be equal.
The committee has amended the House bill, however, so that this

provision as to comparability does not apply in the case of services
in institutions for tuberculosis or mental diseases. Federal financial
participation is authorized only with respect to recipients aged 65
and over in mental and tuberculosis institutions so it would not be
appropriate to include them within the scope of this provision.
(d) Determination of need for medical assistance
The committee bill would make more specific a provision now in

the law that in determining eligibility for and the extent of aid under
the plan, States must use reasonable standards consistent with the
objectives of the titles. Although States may set a limitation on in-
come and resources which individuals may hold and be eligible for aid,
they must do so by maintaining a comparability among the various
categorical groups of needy people. Whatever level of financial
eligibility the State determines to be that which is applicable for the
eligibility of the needy aged, for example, shall be comparable to that
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which the State sets to determine the eligibility for the needy blind and
disabled; and must also have a comparability to the standards used
to determine the eligibility of those who are to receive medical assist-
ance as needy children and the parents or other relatives caring for
them.
Another provision is included that requires States to take into ac-

count only such income and resources as (determined in accordance
with standards prescribed by the Secretary), are actually available
to the applicant or recipient and as would not be disregarded (or set
aside for future needs) in determining the eligibility for and the
amount of the aid or assistance in the form of money payments for
any such applicant or recipient under the title of the Social Security
Act most appropriately applicable to him. Income and resources taken
into account, furthermore, must be reasonably evaluated by the States.
These provisions are designed so that the States will not assume the
availability of income which may not, in fact, be available or over-
evaluate income and resources which are available. 'Examples of in-
come assumed include support orders from absent fathers, which have
not been paid or contributions from relatives which are not in reality
received by the needy individual.
The committee has heard of hardships on certain individuals by

requiring them to provide support and to pay for the medical care
needed by relatives. The committee believes it is proper to expect
spouses to support each other and parents to be held accountable for
the support of their minor children and their blind or permanently
and totally disabled children even though 21 years of age or older.
Such requirements for support may reasonably include the payment
by such relative, if able, for medical care. Beyond such degree of rela-
tionship, however, requirements imposed are often destructive and
harmful to the relationships among members of the family group.
Thus, States may not include in their plans provisions for requiring
contributions from relatives other than a spouse or the parent of a
minor child or children over 21 who are blind or permanently and
totally disabled. Any contributions actually made by relatives or
friends, or from other sources, will be taken into account by the State
in determining whether the individual applying for medical assistance
is, in fact, in need of such assistance.
The bill also contains a provision designed to correct one of the

weaknesses identified in the medical assistance for the aged program.
Under the current provisions of Federal law, some States have en-
acted programs which contain a cutoff point on income which deter-
mines the financial eligibility of the individual. Thus, an individual
with an income just under the specified limit may qualify for all of
the aid provided under the State plan. Individuals, however, whose
income exeeds the limitation adopted by the State are found ineligible
for the medical assistance provided under the State plan even though
the excess of the individual's income may be small when compared
with the cost of the medical care needed. In order that all States
shall be flexible in the consideration of an individual's income, the
committee bill requires that the State's standards for determining eligi-
bility for and extent of medical assistance shall take into account, ex-
cept to the extent prescribed by the Secretary, the cost-whether in the
form of insurance premiums or otherwise-incurred for medical care
or any other type of remedial care recognized under State law. Thus,
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before an individual is found ineligible for all or part of the cost of his
medical needs, the State must be sure-that the income of the individual
has been measured in terms of both the State's allowance for basic
maintenance needs and the cost of the medical care he requires.

This determination must be made by the agency administering the
6ld-age assistance or combined adult program; i.e., the welfare agency.
The State may require the use of all the excess income of the indi-

vidual toward his medical expenses, or some proportion of that
amount. In no event, however, with respect to either this provision
or that described below with reference to the use of deductibles for
certain items of medical service, may a State require the use of income
or resources which would bring the individual's income below the
amount established as the test of eligibility under the State plan.
Such action would reduce the individual below the level determined
by the State as necessary for his maintenance.
The bill contains several interrelated provisions which prohibit or

limit the imposition of any deduction, cost sharing, or similar charge,
or of any enrollment fee, premium, or similar charge, under the plan.
No deduction, cost sharing or similar charge may be imposed with

respect to inpatient hospital services furnished under the plan. This
provision is related to another provision in the bill which requires
States to pay reasonable costs for inpatient hospital services provided
under the plan. Taken together, these provisions give assurance that
the hospital bill incurred by a needy individual shall be paid in full
under the provisions of the State plan for the number of days covered
and that States may not expect to require the individual to use his
income or resources (except such income as exceeds the State's main-
tenance level) toward that bill. The reasonable cost of inpatient
hospital services shall be determined in accordance with standards
approved by the Secretary and included in the State plan.
For any other items of medical assistance furnished under the plan,

a charge of any kind may be imposed only if the State so chooses, and
the charge must be reasonably related to the recipient's income or his
income and resources. The same limitations apply in the case of any
enrollment fee. premium, or similar charge imposed with respect to
inpatient hospital services. The Secretary is given authority to issue
standards under this provision, which it is expected will protect the
income and resources an individual has which are necessary for his
nonmedical needs.
The hospital insurance benefit program included under other pro-

visions of the bill provides for a deductible which must be paid in
connection with the individual's claim for hospitalization benefits.
The committee is concerned that hospitalization be readily available
to needy persons and that the necessity of their paying deductibles
or cost sharing shall not be a hardship on them or a factor which may
prevent their receiving the hospitalization they need. For this rea-
son, the committee's bill provides that the States make provisions,
for individuals 65 years or older who are included in the new plan,
of the cost of any deductible or cost sharing imposed with respect to
individuals under the program established by the hospital insurance
provisions of the bill.
A State medical assistance plan may provide for the payment in

full of any deductibles or cost sharing under the insurance program
established by part B of title XVIII. In the event, however, the
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State plan provides for the individual to assume a portion of such
costs, such portion shall be determined on a basis reasonably related
to the individual's income, or income and resources and in conformity
with standards issued by the Secretary. The Secretary is authorized
to issue standards-under this provision which, it is expected, will
protect the income and resources of the individual needed for his
maintenance-to guide the States. Such standards shall protect the
income and resources of the individual needed for his maintenance and
provide assurance that the responsibility placed on individuals to
share in the cost shall not be an undue burden on them.

Titles I and XVI authorizing the medical assistance for the aged
program now provide that the States may not.impose a lien against
the property of any individual prior to his death on account of medical
assistance payments except pursuant to a court judgment concerning
incorrect payments, and prohibit adjustment or recovery for amounts
correctly paid except from the estate of an aged person after his death
and that of his surviving spouse. This provision, under the com-
mittee bill, has been broadened so that such an adjustment or recovery
would be made only at a time when there is no surviving child who is
under the age of 21 or who is blind or permanently and totally disabled.
(e) Scope and definition of medical services
"Medical assistance" is defined under the bill to mean payment of

all or part of the cost of care and services for individuals who would if
needy, be dependent under title IV, except for section 406(a)(2), and
are under the age of 21, or who are relatives specified in section 406
(b)(1) with whom the child is living, or who are 65 years of age and
older, blind, or permanently and totally disabled, but whose income
and resources are insufficient to meet all their medical care costs.
The bill, as do current provisions of law, permits Federal sharing in
the cost of medical care provided up to 3 months before the month
in which the individual makes application for assistance. Thus, the
scope of the program includes not only the aged, blind, disabled, and
dependent children as defined in State plans but also children under
the age of 21 (and their caretaker relatives) who come within the scope
of title IV, except for need and age, even though they may not be
defined as eligible under a particular State plan.
The House bill contains a list of services, the first five of which

the States are required to include in their plans, if they elect to
implement title XIX, and the remainder of which are optional with
the States. The required services are:

Inpatient hospital services.
Outpatient hospital services.
Other laboratory and X-ray services.
Skilled nursing home services.
Physicians' services, whether furnished in the office, the

patient's home, a hospital, or a skilled nursing home or elsewhere.
These minimum items of service are to become effective July 1, 1967,

for States having plans in effect; until then a State plan must include-
as now provided in titles I and XVI-some institutional, and some
noninstitutional services.
The committee believed that some dental services should be required

as to individuals under the age of 21. The committee plan limits the
required "skilled nursing home servi&.:s" to individuals 21 or older
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and excludes from the definition of the required "in-patient hospital
services and" skilled nursing home services those services which are
in an institution for tuberculosis and mental diseases. This latter
amendment would help make it clear that it is optional rather than
mandatory for a State to include services for the aged in tuberculosis
or mental institutions.
Other items of medical service which the States may, if they wish,

include in their plans are:
Medical care or any other type of remedial care recognized

under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law.
Home health services.
Clinic service.
Skill nursing home services (for persons ,ld -r 21).
Private duty nursing service.
Dental service (for persons 21 or over).
In-patient hospital and skilled nursing home services for persons65 or over in an institution for tuberculosis or mental diseases.
Physical therapy and related services.
Prescribed drugs, dentures, prosthetic devices, and eyeglasses

prescribed by a physician skilled in diseases of the eye or by an
optometrist, whichever the individual may select.
Other diagnostic, screening, preventive, and rehabilitative

services.
Any other medical care, and any other type of remedial care

recognized under State law, specified by the Secretary.
The States must pay the reasonable cost of in-patient hospital

services for the number of days of care provided under the plan.
Among the items of medical services which the States may include

is medical care, or any other type of remedial care recognized under
State law, furnished by licensed practitioners within the scope of
their practice as defined by State law. Under this provision, a State
may, it it wishes, include medical and remedial services provided by
chiropractors, optometrists, and podiatrists, and Christian Science
practitioners, if such practitioners and services are licensed by the
State.

If a State chooses to provide eyeglasses as a service under the plan,
the committee believes that the individual recipient should be free
to select either a physician skilled in diseases of the eye or an opto-
metrist to provide these glasses. Many small communities do not
have qualified ophthalmologists but do have optometrists who are
competent to provide, fit, or change eyeglasses.
In addition to the items specifically listed, the Secretary is author-

ized to define any other medical care or any other type of remedial care
recognized under State law which he believes might be provided by the
States and in which the Federal Government will participate
financially.
The State plan may not include any individual who is an inmate of

a public institution, except as a patient in a medical institution; nor
may it include any individual under the age of 65 who is a patient
in an institution for tuberculosis or mental diseases.
Under title XIX, it will be possible for States to give medical as-

sistance to persons 65 years of age and older who are in mental and
tuberculosis institutions and to otherwise eligible persons of any age
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with a diagnosis of psychosis or tuberculosis and who are receiving
care in other medical institutions. Under the House bill, if the plan
includes medical assistance for patients in institutions for mental
diseases or tuberculosis, various requirements are specified for in-
clusion in the State plan with respect to these individuals and various
other fiscal and other provisions are included. The committee has
amended the House bill so that the special provisions will only apply
as to medical assistance to aged persons in mental institutions.
These provisions are identical with those included in title II, part 3,
of the bill and are explained elsewhere in this report.

Medical assistance provided under the bill may include payment for
care and services provided at any time within the month in which an
individual becomes eligible or ineligible for assistance, e.g., by attain-
ing a specified age. This avoids the administrative inconvenience of
having to segregate bills by the day of the month on which care or serv-
ices were provided and is consistent with the monthly pattern of bene-
fits under the other public assistance titles.
(f) Other conditions for plan approval

Title XIX requires that the Secretary approve any plan which
fulfills the plan requirements specified and described above and which
does not contain certain other conditions. Under these provisions, a
State plan may not include an age requirement of more than 65 years.
Effective July 1, 1967, States may not, under the provisions of your
committee bill, exclude any individual who has not attained the age
of 21 and is, or would, except for the provisions of section 406(a)(2)
be a dependent child under title IV. Thus, States will include within
the scope of their plan all children under the age of 21-whether or
not they are attending school or taking a program of vocational train-
ing-who would otherwise be within the scope of eligibility of a de-
pendent child as defined under title IV of the Social Security Act.
This provision was included in order to provide assurance that chil-
dren under the age of 21 will have their medical needs met if they
are either a member of a family receiving a money payment under
title IV of the Social Security Act or a member of a family which has
the need and other characteristics described under title IV.
The Secretary would be prohibited from approving any plan which

imposed a residence or citizenship requirement that goes beyond those
now in title I and title XVI as they relate to the medical assistance
for the aged program. In addition, the Secretary is directed not to
approve any State plan for medical assistance if he finds that the ap-
proval and operation of the plan will result in a reduction in the level
of aid or assistance provided for eligible individuals under title I, IV,
X, XIV, or XVI. An exception is provided allowing States to reduce
such aid to the extent that assistance now provided under titles I, IV,
IX, XIV, and XVI is to be provided under title XIX. The reason
the committee recommends the inclusion of this provision is to make
certain that States do not divert funds from the provision of basic
maintenance to the provision of medical care. If the Secretary should
find that his approval of a title XIX plan would result in a reduction
of aid or assistance for persons receiving basic maintenance under the
public assistance titles of the Social Security Act (except as specified
above) he may not approve such a plan under title XIX. The com-
mittee recognizes the need and urgency for States to maintain, if not
improve, the level of basic maintenance provided for needy people
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under the public assistance programs. The provision is intended to
prevent any unwarranted diversion of funds from basic maintenance
to medical care.
(g) Financing of medical assistance
The committee bill provides for payments under title XIX, begin-

ning with the quarter commencing January 1, 1966. States with ap-
proved plans would receive an amount equal to the Federal medical
assistance percentage of the total amount expended during a quarter as
medical assistance under the State plan. This percentage is described
below. The amount expended as medical assistance for purposes of
Federal matching include expenditures for premiums under part B
of title XVIII for individuals who are recipients of money payments
under one of the Federal-State public assistance programs. This
may include payment of premiums for those individuals covered under
agreements between the State and the Secretary, and also for other
money payment recipients who are eligible under part B of title
XVIII. In addition, expenditures for other insurance premiums for
medical or any other type of remedial care or the cost thereof are
matchable as medical assistance. (The definitions of assistance in the
public assistance titles of the Social Security Act would also be
amended to include similar provisions.)

In addition, the States are to receive 75 percent of so much of
the sums expended during the quarter as found necessary by the Secre-
tary for the proper and efficient administration of the State plan as are
attributable to the compensation of skilled professional medical person-
nel and staff directly supporting such personnel of the State agency or
the local agency administering the plan in the political subdivision.
This provision was included in order to provide adequate Federal
financial support for the staffing of the State and local public welfare
departments by such skilled professional medical personnel and staff
directly supporting such personnel as may be necessary. Such staff
will include physicians, medical administrators, medical social work
personnel, and other specialized personnel necessary to assure an ade-
quate number of persons to do a quality job as well as the clerical staff,
directly associated with the professional staff, and the necessary travel
and other closely related expenditures. The committee has amended
the House bill to also authorize Federal participation in the cost of
training skilled professional medical personnel and staff directly
supporting such personnel.

It is very likely that some people in need of medical assistance
will need related social services in order to receive the full benefits
of the program. Under the 1962 public welfare amendments, States
may receive 75 percent Federal sharing in the cost of services provided
to persons receiving aid under titles I, IV, X, XIV, and XVI to former
recipients of assistance under these titles and persons likely to become
recipients of aid under these titles. Thus adequate provisions are
already available to help the States finance the provision of social
services to those receiving medical assistance or the cost of training
staff to provide such services and no such provision is included in the
new title.

In addition, the States are to receive one-half of all other expendi-
tures found by the Secretary to be necessary for the proper and effi-
cient administration of the State plan.
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The Federal medical assistance percentage is determined in accord-
ance with a formula described in the bill. It provides that a State
whose per capita income is equal to the national average per capita
income shall receive 55 percent Federal marching. States whose per
capita income is below the national average shall receive correspond-
ingly higher proportions of Federal funds up to a maximum of 83
percent. States whose per capita income is above the national average
shall receive correspondingly lower percentages but not less than 50
percent. The medical assistance percentages for Puerto Rico, the
Virgin Islands and Guam shall be 55 percent. The method of de-
termining the Federal medical assistance percentage and the frequency
of its determination and promulgation are (after the initial promulga-
tion for the period January 1, 1966, to June 30, 1967) already specified
in the law.
There is a special provision for adjustment of the Federal medical

assistance percentage for any State which might not otherwise receive
full advantage from the title XIX formula. It is provided that
during the period from January 1, 1966, through June 30, 1969, the
Federal medical assistance percentage under title XIX for any State
shall not be less than 105 percent of the Federal share of medical
expenditures by the State during fiscal year 1965. The computation
is made by determining the amount of Federal payments made to each
State for fiscal year 1965 under all of the public assistance titles, which
would not have been payable except for the making of vendor medical
payments. This amount of Federal payments is compared with the
total amount of vendor medical expenditures under the public
assistance plans (whether below or above the matching ceilings under
the Federal statutory formulas) to give the Federal share of medical
expenditures by the State during fiscal year 1965. The raising of the
Federal medical assistance percentage to 105 percent of the Federal
share of medical expenditures for 1965 will obviate certain inequities
in the various formulas and will enable a few States which might not
otherwise do so to receive some additional Federal funds as an in-
centive for an improved program.

Provisions relating to the availability of Federal sharing in the cost
of medical assistance for persons 65 years of age or older who are
patients in mental hospitals specify that the States will receive
additional Federal funds only to the extent that a showing is made to
the satisfaction of the Secretary that the additional funds being
received are being used to extend and improve the mental health pro-
gram of the States. Comparable provisions appear in title II, part 3,
of the bill, and are explained more fully in that part of this report
relating to title II.
The provisions of title IV, section 405 of the bill, described else-

where in this report are designed to assure that the additional Federal
funds which are to accrue to the States under the operation of the
formula described above, shall be used directly in the public assistance
program and may not be withdrawn from the program by the States.
The bill sets forth provisions comparable to those which are in other

of the public assistance titles of the Social Security Act describing
the procedure by which the State submits its estimates of the funds
it will need and receives payments under its approved plan, and the
procedures to be followed in the event it should become necessary to
question the continued receipt of Federal funds under the new title.
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There is also a new provision limiting payments made under-the new
title to States making a satisfactory showing of efforts toward broad-
ening the scope of care and services made available under the plan.
This showing must be such that the Secretary is reasonably convinced
the program of medical assistance will have such liberalized eligibility
requirements and comprehensive care and services, including needed
social services to achieve independence or self-care that by July 1,
1975, assistance and services needed will be available to substantially
all individuals who meet the State's eligibility standards with respect
to income and resources. This provision was included in order to
encourage the continued development in the States of a broadened
and more liberalized medical assistance program so that all persons
who meet the State's test of need, whose own resources, and the
resources available to them under other programs for medical care,
including those established for Federal matching under this bill, are
insufficient, will receive the medical care which they need by 1975.
(h) Miscellaneous provisions

Title XIX would under the provisions of the committee bill become
effective January 1, 1966. No payments may be made to a State
under title I, IV, X, XIV, or XVI with respect to aid or assistance in
the form of medical or other types of remedial care for any period for
which such State receives payment under title XIX. When a title
XIX plan has gone into effect pursuant to the bill. all vendor medical
payments made on or after the effective date (and 'administrative
costs on or after the effective date, which are related to vendor
medical payments) will be accounted for under title XIX, and not
under the other titles.
The bill also makes technical and conforming amendments.

(i) Cost of medical assistance
As the accompanying table shows, if all States took full advantage

of provisions of the proposed title XIX, the additional Federal par-
ticipation would amoInt to $238 million. However, because all
States cannot be expected to act immediately to establish programs
under the new title and because of provisions in the bill which permit
States to receive the additional funds only to the extent that they
increase their total expenditures, the Department of Health, Educa-
tion, and Welfare estimates that additional Federal costs in the first
year of operation will not exceed $200 million. Since the new title
would be effective only for the last 6 months of the fiscal year ending
June 30, 1966, expenditures in that fiscal yearare not expected to
exceed $100 million.
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Public assistance: Increased Federal funds available for medical payments under
title XIX I

[In thousands of dollars]

State

Total.......--.....-......--
Alabama.....
Alaska...--.--------.--.-
Arizona..-..----................-
Arkansas.... ..............------
California...---...............
Colorado ...---- ---------

Connecticut ..- .--------------
Delaware ----------------
District of Columbia --.---------

Florida....------.----------
Georgia.-------..... -----------..

lawaii.....-- ------------.------
Idaho.--- ------- .----- ----

Illinois..-------- ....--- .-- .----

Indiana..........----.----....
Kansas ..-------------------
Kentucky..................------------
Louisiana..................--------------------
Maine-...---....... ----.

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

Increase
available
under title
XIX I

$238,005
1,045

5
19

3,905
20,411
2,689
3,922

8
344
684
363
898
477

18,395
2,136
5,31B
5,808
262

3, 950
781
141

16,614
3, 716
27,578

317

State

Missouri.-------- ----..----
Montans-----------------------
Nebraska --------------------.-----
Nevada-.--------------------------.
New Hampshire..-----------
New Jersey----------------------
New Mexico-----------.---------
New York.-..---------------------
North Carolina--------.----.-----.
North Dakota.....:.-------------
Ohio....------.--------------------
Oklahoma .-----------------------
Oregon...............
Pennsylvania..----------
Rhode Island-.----..------..-----.
South Carolina-..--.---------------
South Dakota..---------------.-..--
Tennessee .------ ---- -----------
Texas-.....................---------
Utah..--- ---------.. ---------------

Vermont----..-------------------
Virginia............. .......
Washington ----------------.--

West Virginia.....-..-.......--.
Wisconsin....---.---- -------..--

Wyoming.-......-..............

Increase
available
under title
XIX

$360
27

1,611
263

1,931
5, 559
1,634

48,580
2,890
3,809
2,871

14, 752
1,291
3,098
2,437
2,133

148
324

1,237
3,028
330
159

2,290
2,260
17,031

280

I Based on expenditures for vendor medical payments from State and local funds for all programs combined
in January 1964. If State and local expenditures were reduced, the Federal expenditure would be cor-
resspondingly lower, while increases in State and local expenditures would also result in increases In the
Federal cost.

B. CHILD HEALTH AND WELFARE AMENDMENTS

1. SUMMARY OF COMMITTEE ACTION

The committee believes that the proposals embodied in part 1, title
II of its bill will help to improve the health care of many low-income
preschool and school age children and youth.
The committee's bill would make changes in the three areas noted

below.
(1) The House bill-increases the amounts authorized for

maternal and child health services and crippled children's services
under title V of the Social Security Act in order to assist the
States to move toward the goal of extending such services with a
view to making them reasonably available to children in all
parts of the State by July 1, 1975.. The committee bill makes a
similar increase as to the child welfare program.

(2) The bill authorizes grants for the training of personnel to
serve crippled children, particularly mentally retarded children
and children with multiple handicaps, and;

(3) The House bill authorizes a new 5-year program of special
project grants to provide comprehensive health care and services
for children of school age and for preschool children. The
committee bill increases these authorizations in the last 3 years
so as to provide funds for project grants for emotionally dis-
turbed children.

----------------.--·-1---------.11 --------------1--------.-

--

9.869604064

Table: Public assistance: Increased Federal funds available for medical payments under title XIX1
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(a) Maternal and child health services
The amount of Federal funds going into maternal and child health

services in the fiscal year 1964 was approximately $28 million. State
and local funds were more than three times as much, about $92
million.
The committee believes that increases in the child population and

the cost of medical care, wide variations among the States in maternal
and infant mortality, and the uneven distribution of basic health serv-
ices indicate the need for additional Federal support in order to help
States make their maternal and child health services available to
children in all parts of the State by July 1, 1975.
The committee bill, like the House bill, would increase existing

ceilings on authorizations for appropriations for maternal and child
health services to $45 million (now $40 million) for the fiscal year
ending June 30, 1966; to $50 million (now $40 million) for the fiscal
year ending June 30, 1967; to $55 million (now $45 million) for the
fiscal years ending June 30, 1968 and 1969; and to $60 million (now
$50 million) for the fiscal year ending June 30, 1970, and for each
fiscal year thereafter.
(b) Crippled children's services
About $29 million of Federal funds was expended for services for

crippled children in fiscal year 1964. Expenditures from State and
local funds were more than twice as much-nearly $60 million.

Differences in rate of service among States is considerable, however,
the highest being 165 per 10,000, the lowest 15. This unevenness is in-
dicative of the need for considerable growth of these programs in many
States. Many crippled children or children with potentially crippling
conditions do not receive needed care because their conditions may
not be included in the State's program. For example, a number of
States do not include children with epilepsy; others do not include
children with strabismus, neglect of which often results in loss of
vision in the affected eye; some States do not include children with
hearing impairments. The increased funds will also help States to
extend their programs and further broaden their definitions of "crip-
pling." A major reason for these deficiencies in State programs is
inadequate funds.
The committee bill, like the House bill, would increase existing

ceilings on authorizations for appropriations for crippled children's
services to $45 million (now $40 million) for the fiscal year ending
June 30, 1966; to $50 million (now $40 million) for the fiscal year
ending June 30, 1967; to $55 million (now $45 million) for the fiscal
years ending June 30, 1968 and 1969; and to $60 million (now $50
million) for the fiscal year ending June 30, 1970, and for each fiscal
year thereafter.
Such increases would assist the States to move toward the goal of

extending crippled children's services with a view to making such
services available to children in all parts of the State by July 1, 1975.
(c) Child welfare services
The fact that substantial State and local effort is now being made

in the financing of child welfare services is indicated by figures showing
that, in 1964, State and local funds constituted 91 percent of the
$313 million expended for this program.
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The committee added an amendment to bring the authorizations
for funds for child welfare services in line with the revised authori-
zations for maternal and child health services and crippled children's
services contained in the House-passed bill. Under this amendment
the authorization for services would be $45 million (now $40 million)
for the year ending June 30, 1966; $50 million (now $45 million) for
the fiscal year ending June 30, 1967; $55 million (now $45 million) for
the fiscal year ending June 30, 1968; $55 million (now $50 million)
for the fiscal year ending 1969; $60 million (now $50 million) in the
fiscal year ending June 30, 1970 and thereafter.
The additional authorizations, although relatively small, will, it

is hoped, help States to provide more effective social services for
children in such areas as neglect, and abuse, adoption, foster care,
homemaker service, clay care services, and services to mentally re-
tarded children and their parents.
The committee also added an amendment which would remove the

earmarking of funds for day care services, incorporated into the
Public Welfare Amendments of 1962, because experience has shown
that earmarking is no longer necessary in order to stimulate the
initiation and expansion of (lay care services in the States. Day
care services have thus now been recognized as an integral part of
child welfare services and it is hoped that the development of day
care services will be stimulated by the increase in authorizations.
(d) Training of professional personnel for the care of crippled children
The committee's bill would authorize a program of grants to

institutions of higher learning for training (and related costs) of
professional personnel such as physicians, psychologists, nurses,
dentists, and social workers for work with crippled children and par-
ticularly mentally retarded children and those with multiple handi-
caps. Authorizations would be $5 million for the fiscal year ending
June 30, 1967, $10 million for the fiscal year ending June 30, 1968,
and $17.5 million for each fiscal year thereafter.
Of the 4.1 million children born each year about 3 percent-at

birth or later-will be classified as mentally retarded. The 27,000
children in 1963 who were served by the 92 clinics in the country
supporEted with maternal and child health and crippled children's
funds represent only a small fra.:tion of the children who need this
kind of help.
The growth of programs for children with various handicapping

conditions including those who are mentally retarded and the con-
struction of new university centers for clinical services and training
are increasing the demands for adequate trained professional per-
sonnel.
The training of health personnel authorized is not intended to, and

in your committee's judgment will not, in any way duplicate other
programs of training (such as those for teachers) of personnel to
work with the mentally retarded.
(e) Payment for inpatient hospital services
The bill also provides for payment of the reasonable cost of in-

patient hospital services provided under the State plans for maternal
and child health services and crippled children's services. Reasonable
costs are to be determined in accordance with standards approved by
the Secretary.
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(f) Special project grants for low-income school and preschool children
(i) Comprehensive health care services

The House bill would authorize a 5-year program of special project
grants to provide comprehensive health care and services for children of
school age, or for preschool children, particularly in areas with concen-
trations of low-income families. Projects would provide screening,
diagnosis, preventive services, treatment, correction of defects, and
aftercare for children in low-income families.
The health needs of preschool children and children of school age,

particularly children from low-income families, are not being fully met.
The increase in the child population is resulting in great crowding of
clinics available to low-income families and inadequate preventive
health services and medical care for their children.
The committee is convinced that effective health supervision for

children during the years before entering school would help consider-
ably to get then ready for school and reduce the extent of the need for
school health services for children in the first year of school. Such
care should also be extended through adolescence.
There is evidence that many communities are finding that they do

not have adequate resources to which children can be referred for diag-
nosis and treatment when they are found to be in need of treatment
through school health programs and their resources for the examina-
tion, diagnosis, and treatment of preschool children to help them
prepare to enter school are also too few and too crowded.
The committee's proposal will make possible programs organized

to make maximum use of available community medical services and
to bring about a better distribution of the low-income patient group
among public and voluntary community clinics and hospitals.
To be eligible for a grant a project must provide for-

(1) coordination with and utilization of other State and local
health, welfare, and education programs for such children;

(2) payment of reasonable cost of inpatient hospital services;
(3) treatment, correction of defects4 or aftercare to be avail-

able only to children who would not otherwise receive it because
they are from low-income families or for other reasons beyond
their control; and

(4) inclusion of such screening, diagnosis, preventive services,
treatment, correction of defects, and aftercare, medical or dental,
as required by the Secretary.

A full report with evaluation and recommendations is to be sub-
mitted to the President for transmission to the Congress before
July 1, 1969.
The grants would be available to the State health agency or with its

consent to the health agency of any political subdivision of the State,
to the State agency administering or supervising the crippled children's
program, to schools of medicine (with appropriate participation by
schools of dentistry) and to teaching hospitals affiliated with schools of
medicine.
The grants would pay not to exceed 75 percent of the cost of projects.

The committee recognizes, however, that non-Federal funds may have
to be derived from a variety of sources, particularly at the beginning
of the program. These might include existing funds and activities
of the grantee agency; funds, equipment, time of personnel, or space

49-643 0-65--pt. 1---7
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made available by other agencies; or similar items or gifts from other
sources.
The committee is aware that other committees of the Congress have

before them legislative proposals dealing with school and preschool
children. The conmnittee is ullaware of any duplication of the services
provided in the special project health grants for school and preschool
children incorporated in the propose(l new section 532 of title V of the
Social Security Act and no duplication is intended. Furthermore, the
Appropriations Committee will have an opportunity to look at these
programs at the same time and evaluate their interrelationships.

Authorizations for appropriations would be---
$15 million for the fiscal year ending June 30, 1966;
$35 million for the fiscal year ending June 30, 1967;
$40 million for the fiscal year ending June 30, 1968; and
$45 million for the fiscal year ending June 30, 1969, and
$50 million for the fiscal year ending June 30, 1970.
(ii) Emotionally disturbed children

The committee added an amendment which would (1) authorize
Federal grants for projects providing for identification, care, and treat-
ment of children who are or are in danger of becoming emotionally dis-
turbed; (2) increase the authorization for project grants for school age
and preschool children by $5 million each for fiscal years ending
June 30, 1968, June 30, 1969, and June 30, 1970; and (3) authorize
$500,000 a year for fiscal years 1966 and 1967 for project grants for
research and studies or resources, methods, and practices for the
diagnosis and treatment of mental illness in children.
The committee is concerned with the present lack of facilities and

treatment for emotionally disturbed children and believes that better
early detection, treatment, and followup of such conditions can avoid
many serious problems in adulthood. It was impressed with that
section of the report of the Warren Commission which stated that,
at 13, Lee Harvey Oswald was found by a child guidance clinic to be

-of more than average intelligence but with a serious and deep-seated
emotional problem and it was recommended that both he and his
mother receive treatment. But, reads the Warren Commission
report-

when one of the city's clinics did find room to handle him,
for some reason the record does not show, advantage was
never taken of the chance afforded to Oswald.

Experts estimate that there are about 500,000 children in the
Nation suffering from evident or borderline psychosis. Not all of
these children can be labeled potential Lee Oswalds, but thousands of
them harbor potential for harm to themselves and to society. Of these
500,000 children only 10,000--or 2 percent-are known to be under
some sort of treatment.
The committee amendment would be a modest start toward the

purposes of providing conmmunity-based treatment centers wherever
they are wanted and the expansion of such facilities now in existence
in a town or city if the community desires such an expansion. The
amendment would provide a flexible program to meet a variety of
needs. It would enable the Secretary of Health, Education, and
Welfare to make grants to the State health agency, the State mental
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health agency, and the State public welfare agency df any State and
(with the consent of such State agency) to the health agency, mental
health agency, and public welfare agency, respectively, of any political
subdivision of the State, and to any public or nonprofit private agency
or institution. Under these grants appropriate agencies could
establish projects to develop community centers for children. Such
centers would maintain continuing relationships with the schools,
social agencies, courts, and other community agencies serving children
and provide, or cause to be provided, continuing protective services
for children served by the center.

Projects might include the cost of diagnostic and treatment services,
payment for services in established community facilities, counseling
services to parents and children, program research and evaluation,
establishment of an advisory committee to the project and such other
costs as the Secretary may determine to be reasonable. Up to 75
percent of the cost of these projects could be borne by the Federal
Government.

(iii) Health study of resources relating to children's emotional
illness

Under the committee amendment, the Secretary of Health, Educa-
tion, and Welfare, upon the recommendation of the National Advisory
Mental Health Council and after securing the advice of experts in
pediatrics and child welfare, is authorized to make grants for carrying
out a program of research into and study of resources, methods, and
practices for diagnosing or preventing emotional illness in children
and of treating, caring for, and rehabilitating children with emotional
illnesses.

Grants can be made to a nongovernmental agency, organization, or
commission, composed of representatives of leading national medical,
welfare, educational, and other professional associations, organizations,
or agencies active in the field of mental health of children.

2. COSTS OF IMPROVEMENTS IN MATERNAL AND CHILD HEALTH AND
CRIPPLED CHILDREN S AND CHILD WELFARE PROGRAMS

The accompanying tables indicate by State the allotments that
would be made under the maternal and child health, crippled children's
and child welfare services programs under the existing authorization of
$40 million for each of these programs for the fiscal year ending June 30,
1966, and the State allotments which would be made under the pro-
posed authorization of $45 million. The differences by State shown in
the tables reflects the amount of additional funds that States would
receive under the provisions of the bill in fiscal year ending June 30,
1966. Differences for subsequent years would be approximately
twice as large.
The total additional authorizations for the four types of grant

authorized under title II, part 1, amount to $30 million additional
Federal funds in the fiscal year ending June 30, 1966, and to approxi-
nately $65 million for the first full yeaJi of operation.
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Grant-in-aid apportionments in maternal and child health program comparison of
$46,000,000 appropriations with $40,000,000 appropriations I

Maternal and child health
State

40,000,000 $,000,000 Difference
I I

United States...-------------------------.. ---- $31, 437, 00 $34,876,000 $3,437,600
Alabama .....---...---.----.------------..--...-----------. 779, 483 865, 734 86, 251Alaska..----........------------------------------.... 149, 804 169,397 9, 93Arizona.-.......----..--.--..----- ..------------............... 264,259 292,373 28,114Arkansas...----. ------------.----.-------..--------- 461,030 511,649 50,619California....- ---- --------------------------------- 1,762,722 1,961,629 198,907Colorado..---.----------------------------- 288,293 317,624 31,331Connecticut -..-- ------ - .-------------------.--------. 840, 077 378, 997 38,92Delaware.--.-...--- ---------.------------.--.------------ 164,678 176, 666 11887
District of Columbia...--...........-- --.-------- . 198,689 215, 702 17,113Florida-.. -----------.------.---------.. ----.--.. 1,032, 63 1,147,248 114,713Georgia..-..--. --------------.---------------------. 985, 295 1, 094, 585 109,290
Guam ....................................................... 130,061 136,612 6,5561Hawaii ..----------..-------------------------------- 189, 032 204,672 1.5,640
Idaho.......--------.---------...--- ---------.------------ 178,101 192, 06 13,955
Illinois .--...-- ....----------------------------------- 993,623 , 133, 27 139,652Indiana... ------------------... -------..--------------- 765,822 839,872 84,050Iowa.---..---------------........................... 477,111 529,723 62,612Kansas.......------------------..........--..------------ 345, 67 383, 93 37,93Kentueay..........--- -----.---. -----.-..---------------. 737,641 819,161 81, 20
Louisiana....-.--------.--...- 824,480 916,823 91,343
Maine.---.-- ----------------------------------- 242,840 269,101 26,261
Maryland--.....------------.---. ------------------------- 626,668 696,062 69,394
Massachusetts----.---------------------- ------ 686,978 662,442 65,464
Michigan........----------------------------------------1. ,1,1908201,323,871 133,051
Minnesota....--------.--------------.------- 603,346 670,198 66,862M ississppi-..---....--- ---------.- -------...-----------. 719,492 798,867 79,376Missouri....---..-.-.--- ---------------------------- 603,268 670, 248 66, 980
Montana...--..----------------------------.----- 181,665 196,169 14, 504
Nebraska..---------------------------------..----. 268,374 286, 494 28,120
Nevada . ...--------... ---..---.--.-----------.----- 16, 861 167, 642 10, 681New Hampshire----- ------- - ----------------- 174,248 187,603 13, 60
New Jersey- ----------- -------- 635,288 719,709 84,421
New Mexico.---- ------------------------ - 243,671 269,990 26,419New York.------:.. .--------..----------.--- 1,663,908 1,840,461 186, 5563
North Carolina-..-- ------ --------------------- 1,208,705 1,342,776 134,070
North Dakota..--- ------- -----.. --------------- 179,079 193,186 14,106Ohio...--------------------------------------.---- 1,412,888 1,670,916 168,027
Oklahoma . ..................------------- ..------- 392,553 436,721 43,168
Oregon. -------- --------------------. 304, 99 338,293 33,298
Pennsylvania---- .--------- ------------- - 1,16,164 1, 68,716 169,561
Puerto Rico ---.---------.--------------.---------. 972,363 1, 079,920 107,5567
Rhode Island- ---....--------------.----------- - 190,794 206,706 16,912
South Carolina..--- --------- ------------------ 72, 666 805,734 80,068
outh Dakota ...---- ---- -------------------------- 185,011 200,031 15,020

Tennessee.---------------------------------.-.--- -- 790, 909 878,471 87, 62
Texas---------------------- ---- 1,547,637 1,720,787 173,260
Utah .........--- --- ------------------------------- 216,786 236, 704 19,918
Vermont........--.------------------ -------- 15,8114,084,334 10, 263
Virgin Islands-..----.------------------ ------------. 2126,337 131, 160 5,823
Virginia....--- ---------------------------------- 904,121 1,004,416 100,294
Washington.............................................. 474,460 526,821 52, 361
West Virginia- -------------------------------- 397, 854 441,417 43, 63
Wisconsin .------ ------------------------------------- 665,027 727,738 72, 711
Wyoming...--'---------- ------------. 149, 665 159,111 9, 66

I Under sec. 602(a) (fund A) from a total of $20 000,000 which is half of the appropriation, each State
receives a uniform grant of $70,000 and an additional grant in proportion to the number of live births In the
State. Under sec. 502(b) (fund B), from the other $20,000,000,$4,70,000 is to be used only for special projects
for mentally retarded children and $3,812,500 or 25 percent of the remaining$16,260,000 Is reserved for other
special projects. The remainder, $11,437,500, is apportioned so that each State receives an amount which
varies directly with the number of urban and rural live births in the State and inversely with State per
capita income. No State receives less than $50,000. Live births in rural areas are given twice the weight
of those in urban areas.
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Grants-in-aid apportionments in crippled children's program comparison of

$44,000,000 appropriations with $40,000,000 appropriations I

Crippled children
0t 450000001Diaterence

$40,000,000 $46,000,000 Difference

United states.---------.-----------------... 32,187, 600 36, 26, 000 $3,437, 00

Alabama ----.--.------------.-----------------.------ 863,999 962,425 88,426
Alaska.---- ... - - -------------------- 143, 92 162,228 8,03
Arizona-- ------------------------------------- 281,236 310,663 29,318
Arkansas ..----------------------------------------- 631,492 686,446 53,966
Calforna .---- -- ------------------------------------ 1690, 273 1,821,887 231,614Colorado.-------------------------------- 289,808 320, 32 30, 16
Connecticut .---------- --------------------------- 339,916 378,811 38,896
Delaware..- - ---------------------- 162, 260 173,773 11,613
District of Columbla..-.---------.---------------- 178,877 192, 961 14,074
Florida--.....-..----. ---- ------------------- 896, 93 989,710 98,774
Georgia ..-----.------- -----..--- .-..-- 1, 024,979 1,130,223 106, 44
Guam.--.---- .---.-.------------ ---------- 127, 29 133,689 ,160
Hawaii-...-- .----------------------------------- 183,186 197, 923 14,738
Idaho .. ------------------------------------- 182,774 198,3101,, 86
llinois..---------- ------------- ------------------- 990,813 1,101, 414 110,601Indiana---- -------------------------------------- 827,619 914,137 86,618
Iowa-------..---------------- ---------------- 9,886 80,60 68,716
Kansas--.------- ------------------------------- 391,906432,5 0 40,66
Kentucky ...------ - ------------------------------- 819,461 903,31 3, 670
Louisiana---------...-------- -------------- 810, 210 893, 688 8, 468
Maine..---- --.-------------------- .----- . 223, 13 24, 868 22,706
Maryland..........------------------------------ 46,442 0,001 48, 66
Massachusetts ..------.--.--.---------.----.----------- 638,290 607,762 69,472
Michigan .-------- ---..- ---------------.----------- 1, 21, 34 1,329,113 127,479
Minnesota..--...------------. -------------- 664,333 722,413 8, 080
Mississippi ...------..--..------------------ 764, 18 841,932 77,414Missouri,....---.--.....-.----- ------------- --...-.........- 666, 968 725,962 68,994
Montana.-...---- -------------------------.---------- 182, 364 19, 976 14,612
Nebraska.----------,--------.-- ..- ------- - 284, 93 314, 266 29,31
Nevada....s, ------------------ ------------ 16, 269 164,540 10,281
New Hampshire--------- .---------------------- 172, 927 186, 06 13,18
New Jersey.------- -....-------- ---------------- - 641,273 76, 617 86,844
New Mexico-...-------------------------------. - 23033 260, 262 24,229
New York-......---- ------------- ------------ 1,474,981 1,688, 826 21, 846
North Carolina.----,-------,------------..----- 1 ,48, 28 136,828
North Dakota-- --- --------------------------- 183,264 201, 706 18,42
Ohio. . ...-------- ------------------------ 1, 46,230 1, 609,61 164,331
Oklahonma-..----- ------------ -------------------- 4, 681 611,446 47,806
Oregon------------------------- 316,483 348,246 32,762
Pennsylvania.-----.----.-------------------- 1,608,841 1,778,823 169,982
Puerto Rico------------------- ------------- 4,873 1,062, 73 97,880
Rhode island---- ------------------------------- 189,749 206, 00 16,751
South Carolina-..------ ----------- ----------- 776, 982 864, 813 78,831
South Dakota.--- ---- --------------- --------------- 192, 66 212,111 19,44
Tennessee--...- ------ ----------------------- 894, 080 986, 66 91,676
Texas -- -------------------------------.- ------------ 1,721,367 1,902, 32 181,176
Utah-.---- -------------------- --------------- 217, 34 236,989 19,966
Vermont-.---------- ----.------------------------- 1, 69166, 018 10,344
Virgin Islands-...---.--------------------- - 128, 980 129,563 ,613.
Virginia -.......-----------------.------------ 9288 1,024, 700 96,762
Washington--..--.-.----..-------- ----------------- 486,437 63, 206 0,769
West Virginia--..-----------...... -------- 482, 23 631,184 48, 948
Wisconsin..-----....-:------------------------------ 720,633 796, 866 76,223
Wyoming ......--..---------------------------- ,1610,1 69, 804 9, 648

' Under sec. 612(a) (fund A) each State receives a uniform grant of $70,000 and an additional grant In pro'
portion to the number ofchildren under 21 years in the State. Under see. 612(b) (fund B) $3,760,000 is to be
used only for special proects for services for crippled children who are mentally retarded, and $4,062,600 or
26 percent of the remaining $16,20,000 is reserved for other special projects. The remainder, $12,187,600, is
apportioned so that each State receives an amount which varies directly with the number of children under
21 years in urban and rural areas in the State and varies inversely with State per capital income. No State
receives less than $60,000. Children in rural areas are given twice the weight of those in urban areas.
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Grant-in-aid apportionments in child welfare services program comparison of
$45,000,000 appropriations with $40,000,000 appropriations '

State

United States -----......------------..

Alabama ....----... ....---------.. ..
Alaska ........................................
Arizona----------. ..-----------.---------..
Arkansass .......................-....-.......
California.. .......................................
Colorado. -......---....................................
Connecticut ... ...........................--
Delaware. ..-...-.......----.. ..........................
District of Columbia-...-...--..........................-
Florida.. ----..---------------.........................
Georgla.--...--......................................
Ouam.--------------......----------------- ....---...
Hawaii...........................................-----------
Idaho ..------ ..----
Illinois.-- ---------.......--.......-
Indiana. ..---- -------------------------------------

Iowa .............................................
Kansas.-------..........................................
Kentucky.... .....-...-........................
Louisiana-.. .......................................---------
Maine..--------- --.....................................
Maryland.---.--.......................................
Massachusetts-----.....----------.------------------
Michigan...- ..-. ..................................---
Minnesota-............----... .........................------
MissLssippi.....-...................................--------.
Missourl-------------------------------------------------
Montana -------------------------------------------------

Nebraska.........................................------------
Nevada........-----------------........................
New Hampshire----------...............................
New Jersey........................................------------------------------------------------
New Mexico ..------..----..---------------------------
New York .......--.................................------
North Carolina.-------------------------- .-------- .--------

North Dakota...- ..................................-----
Ohio----..---...........---------... ................---
Oklahoma ........................................-------
Oregon...........................................
Pennsylvania ---------.................------------...........
Puerto Rico.....----------.. ---------...............-------...
Rhode Island.......---------...............-------------
South Carolina---------------- ---------------.-----
South Dakota-------------....- --------------

Tennessee .........................................----------------
Texas-------------------------------------------------------...........................................
Utah ----------------------------------- --------------
Vermont--------------------------------- -----

Virgin Islands...-----.........------.---...-------------

Virginia--------------------..--------------....----
Washington-------------------------- -------------
West Virginia ...................................
Wisoonsin---------------------------------------Wyoming-.---------...-------..--.-----------

Child welfare services

$40,000,000
$97, 655
113,887
429,043
566, 38

2,624,224
433,247
409,761
132,304
156, 010

1,207,863
1,131,739

93,690
206,836
234, 833

1,53, 967
973,197
606,419
496,926
829,251
981,196
283, 652
641,585
840, 093

1,596,422
782,091
74, 712
826,711
221,229
351,869
122,364
193,094
991,052
337,936

2,346,004
1,263, 503

220, 182
1,906, 641
589,610
399,676

2,026,983
912,601
224,624
782,123
236, 471
972,161

2,383,790
311,639
156, 067
83,928

1,026,137
598,485
478,560
863,453
134,876

$45,000,000
$1,091,468

119,945
478, 08
635,638

2,976,823
483,391
466,663
140,904
167,883

1,364,939
1,278, 307

96,847
225,726
267,587

1,768,822
1,097,879

680, 469
555,861
934,061

1,106,982
313,031
720,489
946,401

1,807,138
880,392
838,991
931,172
242,105
390,780
129,681
210,087

1,118,199
374,923

2,660,195
1,428,261
240,914

2, 160,181
661,340
445, 186

2,297,136
1,028,918
245,969
880,428
259, 452

1,096,700
2, 703,198
344,997
167, 948
86,861

1,158,128
671,440
634,959
972,986
143,832

Difference

$123,903
6, 058

49, 665
68,600

352, 699
60,144
46,902
8,600
11,873

157, 076
146,568

3, 257
18,890
22,754
204,855
124, 682
74,050
68,935
104,810
12, 786
29,479
78,904
106,308
210,716
98,301
93, 279
104,461
20,876
38,911
7,227
16,993

127,147
36,987

314,191
164,758
20,732
23, 540
71,730
45,510

270,153
116,317
21,346
98,305
22,981
124,539
319,408
33,358
11,881
1,923

13i, 991
72,955
56,399

109, 632
8,956

1 Under sec. 522(a) each State receives a uniform grant of $70,000 and an additional grant which varle s
directly with the number of children under 21 years in the State and Inversely with State per capita income.

C. IMPLEMENTATION OF MENTAL RETARDATION PLANNING

Under the Maternal and Child Health and Mental Retardation
Planning Amendments of 1963 (Public Law 88-156), $2.2 million was
authorized to provide small grants to States for the purpose of plan-
ning comprehensive programs in the field of mental retardation. The
requirements for receipt of such grants included the involvement of all
types of agencies-health, education, welfare, institutions, etc.-con-
cerned with problems of the mentally retarded. The committee is
advised that each State has submitted an application and received
a grant under this program.
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In order to assure that the planning which is being done has impact
on State programs, the committee believes that further limited
grants for purposes of followup and implementation are warranted.
The bill accordingly authorizes appropriations of $2,750,000 each for
the fiscal years ending June 30, 1966, and June 30, 1967, for this pur-
pose. Each of these appropriations would be available for expendi-
ture for the fiscal year for which it was made and for succeeding fiscal
years that end prior to July 1, 1968.

D. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROVISIONS

(1) SEVEN-PERCENT INCREASE IN BENEFITS

The committee believes that the need for a benefit increase at this
time is obvious. The last general benefit increase was enacted in 1958
and was effective with benefits payable for January 1959. Since that
date there have been changes in wages, prices, and other aspects of the
economy.
Under the bill monthly benefits for retired workers now on the

benefit rolls who began to draw benefits at age 65 or later would range
from $44 to $135.90, as compared with $40 to $127 under present law.
Because of the increases that the bill would make in the contribution
and benefit base, retired workers coming on the rolls in the future with
benefits based on average monthly earnings of more than $400, the
highest possible under present law, would of course get benefits of nore
than $135.90. The increase in the base, together with the benefit
increase, would result in a maximum benefit for the worker of $168,
payable on average monthly earnings of $550 (the highest possible
under the $6,600 contribution and benefit base). The following table
is illustrative of benefit amounts for various family groups under the
$6,600 contribution.and benefit base and under present law.

Illustrative monthly benefits payable under present law and under the committee bill
with a $6,600 contribution and benefit base

Old-age benefits I Survivors benefits

Average monthly Worker Man and wife Widow aged 62, Widow and 2
earnings widower, or parent children

Present Bill Present Bill Present Bill Present Bill a
law law law law

7 or less....------- - $44.00 $60.00 $66.00 $40.00 $44.00 $60.00 $66. 00
$100oo ------------- 69 63.20 88.60 94.80 48.70 62.20 88.60 9. 80
$150------------- - 73 78.20 109.50 117.30 60.30 84.60 120.00 120.00
200-----------------. 84 89.90 126.00 134.90 69.30 74.20 161.70 161.70

$250...----------------- 96 101.70 142.50 152.60 78.40 83.90 202.60 202.560
$300-------------- 105 11.40 )67. 0 168.60 86.70 92.80 236.40 240.00
$350..-- ------- I 16 124.20 147.00 186.30 95.70 102.50 24. 11 279.60
$400 --------------- 27 135.90 190. 0 203.90 104.80 112.20 264.10 306. 00
$450---.---,....... 146.00 (4) 219.00 4) 120.50 (4) 328 20
$500--------------- () 157.00 ( 235.50 4) 129.60 () 348.60
$550-------- ) 168.00 (4) 22.00 4) 138.60 (4) 38.00

J For a worker age 65 or over at the time of retirement and a wife age 65 or over at the time when she
comes on the rolls.

Survivor benefit amounts for a widow and 1 child or for 2 parents would be the same as the benefits for
a man and wife.

a For families already on the benefit rolls who are affected by the maximum-benefit provisions, the
amounts payable under the bill would in some cases be somewhat higher than those shownhere.

4 Not applicable, since the highest possible average monthly earnings amount is $400.
' The maximum under the $6,600 contribution and benefit base that the committee recommends go into

effect in 1966.
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The family maximum.-Under the bill, the maximum amount of
benefits payable to a family would be related to the worker's average
monthly earnings through the entire range of average monthly
earnings as it now is at the lower levels. Under present law, the
highest maximum family benefit is $254, and this amount applies at
all average monthly earnings levels above $314. Under the bill, a
different family maximum amount would be provided at every average
monthly earnings bracket in the benefit table, from a minimum of $66
to a maximum of $368. The maximum amount payable to a family
now on the benefit rolls would be $309.20, as compared with $254
under present law.

Effective date.-The 7-percent increase would be effective beginning
with benefits for January 1965. The increased benefits would be paid
retroactively to the 20 million beneficiaries who were on the rolls in
January 1965 and to beneficiaries who came on the rolls after January
1965 and through the month of enactment of the bill whether or nbt
they are still on the rolls at the time of enactment. Lump-sum death
payments based on deaths that occurred in the retroactive period
(before the month of enactment) would not be increased.
This is the first time that a general increase in social security benefits

has been made retroactive. The present situation may be regarded
as somewhat unique. H.R. 11865, as passed by both Houses last
year, provided for a general benefit increase and, if the bill had been
enacted, it would have provided increased social security benefits that
would have been effective at about the beginning of 1965. For reasons
not related to the question of whether benefits should be increased,
H.R. 11865 failed of passage last year. The committee therefore
recommends paying the increased benefits retroactively to January,
thus putting beneficiaries in the same relative position they would
have been in if H.R. 11865 had been enacted.

Because of the magnitude of the task of converting the benefit rolls
to the higher amounts, the first regular monthly check reflecting the
7-percent increase generally would be the check for the third month
following the month of enactment.
To avoid the possibility of confusion on the part of beneficiaries as

to the exact amount of the benefit increase, the increased benefits for
the retroactive months would be paid in a separate check..

In 1965, an estimated $1.2 billion in additional benefits would be
paid as a result of the 7-percent increase; in 1966, $1.5 billion in
additional benefits would be paid.
2. PAYMENT OF CHILD'S INSURANCE BENEFITS TO CHILDREN ATTENDING
SCHOOL OR COLLEGE AFTER ATTAINMENT OF AGE 18 AND UP TO AGE 22

Under present law a child beneficiary is considered dependent, and
is paid benefits, until he reaches age 18, or after that age if he was
disabled before age 18 and is still disabled. The committee believes
that a child over age 18 who is attending school full time is dependent
lust as a child under 18 or a disabled older child is dependent, and that
it is not realistic to stop such a child's benefit at age 18. A child who
cannot look to a father for support (because the father has died, is
disabled, or is retired) is at a disadvantage in completing his education
as compared with the child who can look to his father for support.
Not only may the child be prevented from going to college by loss of
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parental support and loss of his benefits; he may even be prevented
from finishing high school or going to a vocational school. With
many employers requiring more than a high school education as a con-
dition for employment, education beyond the high school level has be-
come almost a necessity in preparing for work.
The committee believes it is now appropriate and desirable to pro-

vide social security benefits for children between the ages of 18 and 22
who are full-time students and who have suffered a loss of parental
support. Students whose benefits have already terminated at age 18,
as well as children currently on the rolls, would qualify for benefits
under the provision. The median age of students graduating from
high school is about 18; providing benefits up to age 22 would mean
that for many children benefits could continue for the time it takes to
complete a 4-year college course.
The term "school" is defined broadly to permit payments to students

taking vocational or academic courses. The definition of school is in-
tended to establish that the institution the child attends is a bona fide
school. It includes all public schools, colleges, and universities, as well
as private, accredited institutions and private nonaccredited institu-
tions whose credits are accepted by accredited institutions. In deter-
mining full-time attendance, the Secretary of Health, Education, and
Welfare would take into account the standards and practices of the
school involved. Specifically excluded would be an. individual paid
by his employer to attend school. Benefits would be paid during nor-
mal school vacation periods as well as during the school year.
The bill would not provide for the payment of mother's benefits to

a mother whose only child is over 18 and getting benefits because he is
attending school. There is less need to pay benefits to the mother in
such cases than in those where the child is under 18, since she is not re-
quired to stay at home to care for the child as she may have been when
he was younger.
The provision for paying benefits to children aged 18 to 21 who are

full-time students would be effective beginning with benefits for Janu-
ary 1965. Benefits would be paid retroactively to children who would
have been eligible in January 1965 and to those who have become
eligible since that time regardless of whether they are eligible in the
month in which the bill is enacted. A provision similar to this was
included in H.R. 11865, 88th Congress, which failed of passage for
reasons entirely unrelated to the payment of benefits to children aged
18 to 21 who were full-time students. The committee recognizes that
the retroactive benefit payments cannot be made immediately after
this bill is enacted since there may be some delay because of adminis-
trative problems.
An estimated 295,000 children would be eligible for benefits for

September 1965, when the school year begins, and in 1966 about $195
million in benefits would be paid.

8. BENEFITS FOR WIDOWS AT AGE 60

Under present law the earliest age at which a widow without eligible
children can qualify for benefits based on the earnings of her deceased
husband is 62. Many women are widowed years after having left the
labor market to become housewives and mothers, and they lack the
skills necessary to qualify for reasonably suitable employment.
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Women who are widowed in their late fifties and sixties are often
denied employment because of their age.
The bill would provide for the payment of aged widow's benefits

begiinning at age 60, with the benefits actuarially reduced to take ac-
count of the longer period over whicli they would be paid. This pro-
vision would thus extend to these women a choice of applying for bene-
fits at any time between age 60 and 62, witl a reduced benefit, or of
waiting until age 62 to receive a full widow's benefit. -The amount of
the reduction-five-ninths of 1 percent for each month before age 62
for which the benefit was paid-would be sufficient to assure that over
the long run there will be no additional cost to the social security
system as a result of the earlier payment of the benefits. If the widow
chose to get her benefits starting at age 60, her benefit would be reduced
by 1313 percent; the reduced benefit would amount to 712 percent
of the deceased husband's primary benefit (at age 62 the full bene-
fit equals 822 percent of the deceased husband's primary insurance
benefit).
An estimated 185,000 widows aged 60 and 61 on the effective date of

this provision are expected to claim benefits during the first year of
operation. Benefit payments would be about $165 million in 1966.

4. AMENDMENTS OF DISABILITY PROGRAM

The Social Security Amendments of 1956 extended the insurance
protection of the social security program to provide monthly benefits
for persons with disabilities of long-continued and indefinite duration
and of sufficient severity to prevent a return to any substantial gainful
work. In providing this protection against loss of earnings resulting
from extended total disability, the Congress designed a conservative
program. Amendments enacted in 1958 and 1960 liberalized the dis-
ability program, among other changes, extended benefits to wives and
children of the disabled, and provided for the payment of benefits to
disabled workers under age 50, who had previously been excluded.
All the recommended changes in the disability provisions of the pro-
gram would be adequately financed from the contributions the com-
mittee is recommending be earmarked for the disability insurance
trust fund.
(a) Elimination of the long-continued and indefinite duration require-

ment from the definition of disability
Under present law, disability insurance benefits are payable only

if the worker's disability is expected to result in death or to be of
long-continued and indefinite duration. The House bill would
broaden the disability protection afforded by the social security
program by providing disability insurance benefits for an insured
worker who has been totally disabled throughout a continuous period
of 6 calendar months. The committee believes that the House
provision could result in the payment of disability benefits in cases of
short-term, temporary disability. Under the House provision, for ex-
ample, benefits could be paid for several months in cases of temporary
disability resulting from accidents or illnesses requiring a limited period
of immobility. The committee believes, therefore, that it is necessary
to require that a worker be under a disability for a somewhat longer
period than 6 months in order to qualify for disability benefits.
As a result, the committee's bill modifies the House bill to provide for
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the payment of disability benefits for an insured worker who has been
or can be expected to be totally disabled throughout a continuous
period of 12 calendar months. (Disability insurance benefits would
also be payable if disability ends in death during this 12-month
period, provided tie worker has been disabled throughout a waiting
period of 6 calendar months prior to death.) The effect of the pro-
vision the committee is recommending is to provide disability benefits
for a totally disabled worker even though his condition may be ex-
pected to improve after a year. As experience under the disability
program has demonstrated, in the great majority of cases in which
total disability continues for at least a year the disability is essentially
permanent. Thus, where disability has existed for 12 calendar
months or more, no prognosis would be required. Where a worker
has been under a disability which has lasted for less than 12
calendar months, the bill would require only a prediction that the
worker's disability will continue for a total of at lea&s 12 calendar
months after onset of the disability.
The House bill modifies the provision of present law under

which the waiting period is waived in subsequent disability so as to
make this provision more restrictive when applied to short-term
disabilities. Since, under the definition the committee is recommend-
ing, disability protection would be limited to workers with extended
total disabilities the same test of disability initially applied should
also be applicable in second and subsequent disabilities. Under the
provision in the committee bill, benefits would be paid beginning with
the first month of onset of the second or subsequent disability and
without regard to the waiting period requirement if the individual is
under a disability which occurred within 5 years of the termination
of his previous disability and which can be expected to result in death
or has lasted, or can be expected to last, for a continuous period of
not less than 12 calendar months.
The modification in the definition of disability recommended by

the committee does not change the requirement in existing law that
an individual must by reason of his impairment be unable "to engage
in any substantial gainful activity."
An individual with a disabling impairment which is amenable to

treatment that could be expected to restore his ability to work would
meet the revised definition if he is undergoing therapy prescribed by
his treatment sources, but his disability nevertheless has lasted, or
can he expected to last, for at least 12 calendar months. However, an
individual who willfully fails to follow such prescribed treatment could
not by virtue of such failure qualify for benefits.
The committee expects that, as now, procedures will be utilized to

assure that the worker's condition will be reviewed periodically and
reports of medical examinations and work activity will be obtained
where appropriate so that benefits may be terminated promptly
where the worker ceases to be disabled.
The committee retains the provision in present law under which

payment of disability benefits is first made for the seventh full month
of disability. The House bill would have authorized payments
beginning with the sixth full month of disability.

It is estimated that if benefits were payable for disabilities that are
total and last more than 12 calendar months but are not necessarily
expected to last indefinitely, about 60,000 additional people-workers
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and their dependents-would become immediately eligible for benefits.
Benefit payments under the provision in 1966 would total $40 million.
(b) Reduction of disability benefits on account of receipt of workmen's

compensation benefits
The committee has taken note of the concern that has been expressed

by many witnesses in the hearings about the payment of disability
benefits concurrently with benefits payable under State workmen's
compensation programs. While data of the kind requested by the
House Committee on Ways and Means in its report on this bill are
not now available, the committee believes that amendatory legislation
should not await completion of the requested study. Although there
is some dispute as to the number of workers who receive benefits
under these two programs and whether these payments are excessive,
the committee believes that it is desirable as a matter of sound
principle to prevent the payment of excessive combined benefits.
The committee believes that the provision it is recommending avoids

the problems and inequities of the earlier offset provision in the social
security law for reducing monthly disability benefits by the amount of
any other benefit to which a worker was entitled under State workmen's
compensation laws, which was in effect from July 1957 to July 1958,
but was repealed then. The new offset provision recommended by
the committee provides for a reduction in the social security disability
benefit (except where the State workmen's compensation law provides
for an offset against social security disability benefits) in the event the
total benefits paid under the two programs exceed 80 percent of the
worker's average monthly earnings prior to the onset of disability.
Under this provision, the worker's average monthly earnings would ,

be defined as the higher of (a) his average monthly wage used for pur-
poses of computing his social security disability benefit or (b) his aver-
age monthly earnings, in employment covered by social security, dur-
ing his highest 5 consecutive years after 1950. (In no event, however,
would the total benefits payable with respect to a worker be reduced
below the amount of the unreduced monthly social security benefits.)
This reduction formula would generally avoid the inequity encountered
under the previous offset, provision, where the reductions that were
required frequently resulted in benefits that replaced no more than
30 percent or so of the worker's earnings at disablement.
The offset provision the committee is recommending is also designed

to minimize certain other inequities previously encountered. In
order to overcome, in part, the erosion in the earnings replacement
value of disability benefits that occurs over time with increases in wage
levels and living costs, the reduction itself will be automatically re-
determined periodically to take into account increases in the level of
earnings.
The following is an illustrative example of how this provision

operates. Let us assume that a worker is disabled in an occupational
accident in a certain future year and that he has a wife and one child
under age 18. His workmen's compensation benefit is $48 a week,
which is $208 on a monthly basis.

His "average monthly wage" that is used to compute his disability
insurance benefit is $420, and so his primary insurance amount is
$140. Accordingly, his monthly benefits, before reduction, are $140
for himself, $70 for his wife, and $70 for his child-a total of $280.
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His covered wages in his highest 5 consecutive years totaled $27,000,
or a monthly average of $450. Since the latter is higher than his
"average monthly wage," it is used as his "average covered earnings."
The monthly maximum initially applicable to his combined dis-

ability insurance and workmen's compensation benefits is then 80 per-
cent of $450, or $360. (If his unreduced disability benefit was larger
than the figure derived by the 80-percent rule, then such amount would
be used instead of $360; as a result, the aggregate disability insurance
and workmen's compensation benefit would equal the unreduced dis-
ability benefit, and so the reduction in the disability benefit would be
-the amount of the workmen's compensation benefit.) Since the total
of his workmen's compensation benefit and his unreduced disability
benefits is $488, his disability benefits must be reduced by $128.
Accordingly, since the reduction is first applicable to the supplemen-
tary benefits, the reduced disability benefits are as follows: Worker-
$140; wife- $6; and child--$6 (a family total of $152 for disability in-
surance and of $360 for both programs combined),

Next, let us assume that a general benefit increase is legislated for
all social security beneficiaries in the next year and that this worker's
primary insuralctui lmount is increased by $10 (to $150), which in
turn would imcreatc the wife's benefit by $5 (tt $11) and the child's
benefit by $., (to $11), These increases are passed on to the bene-
ficiary and his family, despite the 80-percent limitation,

Fl'i.rtaly, let us consider the effect of the triennial redetermination
of tho 8()IOpercent limnitatlion. Let lus suppose that the average of the
taxable wvagse of all persons for whom taxable wages were reported in
the first iltlellalIr quarter of the ycear in which he was disabled was
$1,200 and Ihat such average f(or thte second following year was
$1,320, or 10 percent higher. It Ahotuld be noted that this average
first quarter taxable wage largely eliminates the dampening effect of
the earnings base and so is quite accurately indicative of the wage
level in covered employment; the average is based on the number of
wage reports received and on the total taxable wages therein.

Accordingly, the "80 percent of average covered earnings" limita-
tion is increaset, effective for January of the next year, from $360 to
$396 per month. Thus, the family disability insurance benefit has a
monthly maxilnum of $1 S Oie., $\396, minus the $208 workmen's

compensation benefit). Thie disablle worker receives the full primary
insurance amount of $150 (including the $10 increase by the legislative
across-the-hoard increases after initial determination), and the wife
and child each receive $19 per month.

If the redetermination of the "80 percent of average covered
earnings" limitation had been such as to increase the total of the
workmen's compensation benefit and the family disability insurance
benefit from the initial $360 per month by $20 or less ($20 being the
amount of the previous across-the-board legislative increase in the
disability benefits for the family), the disability insurance benefit
amounts payable would be unchanged-at $150 for the worker and
$11 each for the wife and child (reflecting only the legislative across-
the-board increases after the initial determination).
The recommended provision by the committee also authorizes the

Secretary to make payment of social security disability benefits even
where a workmen's compensation proceeding is pending. The reduc-
tion will be applicable prospectively upon notification by the worker,
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employer, carrier, or State agency, as provided in regulations, that a
workmen's compensation award has been made. This would elim-
inate what proved to be a source of serious delay under the previous
offset provision under which the social security award had to be held
up pending investigation of the possibility of a workmen's compensa-
tion award not only in cases where an offset was required but also in
many cases where it was not.
(c) Payment of child's insurance benefits to children disabled before

reaching age 22
Under present law, an individual is considered dependent, and is

paid child's insurance benefits, if he has been continuously disabled
since before age 18. However, the individual who becomes disabled
between the ages of 18 and 22 ordinarily would not have worked the
5 years necessary to be eligible for disability protection based on his
earnings. Moreover, even in the case of an individual who was
working the likelihood is that in the event he became disabled before
age 22 his parent would once again assume full financial responsibility
for his support. The committee believes, therefore, that it is now
appropriate and desirable to provide social security benefits for an
individual disabled before age 22 should his parent die, become
disabled or retire.

Benefits payable by reason of this change would be paid for the
second month following the month of enactment. It is estimated
that about 20,000 persons (disabled children and their mothers)
would become immediately eligible for benefits under these provisions.
Benefit payments under these provisions would total $10 million in
1966.
(d) Payment of disability insurance benefits after entitlement to other

monthly insurance benefit
Under the hospital insurance benefit provisions of the committee's

bill, a wife who is age 65 or over and whose husband is between the
age of 62 and 65 and is fully insured can qualify for hospital insurance,
provided her husband files for actuarially reduced old-age insurance
benefits. The husband may be working Tull time and not receive any
of the old-age benefits. Under present law, he would be reluctant to
file for old-age benefits because present law states that after a worker
becomes entitled to old-age benefits; he cannot subsequently qualify for
disability benefits. If present law were unchanged, the worker would
be faced with the choice of sacrificing either eligibility for disability
protection or his wife's hospital insurance.
The committee has, therefore, included in the bill a provision where-

by a worker who becomes entitled to old-age benefits before age 65 may
subsequently, until ho reaches age 65, become entitled to disability
benefits. This provision would also eliminate the difficult question
some beneficiaries have faced, even before the hospital insurance
problem arose, as to whether they should take actuarially reduced
benefits or retain their rights to disability protection.
(e) Increase in allocation to the disability insurance trust fund
H.R. 6675 as passed by the House would have increased the con-

tribution income allocated to the disability insurance trust fund
from 0.50 to three-fourths of 1 percent of taxable wages and from
0.375 to nine-sixteenths of 1 percent of taxable self-employment in-
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come. This increase was to take account both of lower disability termi-
nation rates than were expected (disability insurance beneficiaries have
been living somewhat longer than anticipated) and the increase in
the cost of the disability insurance part of the program arising out of
the changes made by the bill. Under the bill as modified, theincrease
in the cost of the disability insurance program will be less than that
anticipated under the House bill, and the committee therefore recom-
mends a somewhat smaller increase in the allocation to the disability
insurance trust fund: to 0.70 percent of taxable wages and to 0.525
percent of taxable self-employment income. This increase in the
contribution income to the disability fund would bring the disability
insurance part of the program into close actuarial balance.
(f) Payment from the trust funds for costs of vocational rehabilitation

services furnished to disability insurance beneficiaries
One of the objectives of the social security disability program is to

promote the rehabilitation of disability insurance beneficiaries. The
present law declares it to be the policy of the Congress that appli-
cants for disability insurance benefits be referred to the State voca-
tional rehabilitation agencies for vocational rehabilitation services
with the objective of restoring as many as possible to productive
activity. Pursuant to this provision, arrangements have been es-
tablished whereby the medical and vocational information in social
security records of applicants are made available to the State voca-
tional rehabilitation agencies for consideration for rehabilitation
services.

Although these arrangements have facilitated the rehabilitation of a
number of social security disability beneficiaries, the number who are
receiving rehabilitation services remains small and only about 3,000
are rehabilitated annually at present. 'lhe limitations on facilities
and services resulting from the fact that most States fall short of
matching the Federal funds available for vocational rehabilitation
constitute substantial obstacles to the rehabilitation of a greater
number of social security beneficiaries. Under present conditions
the States are not able to provide services for all handicapped people
who apply and can benefit from them. It is natural that they gve
priority to applicants for such services who have the best ,'ehabilita-
tion potential. Social security disability beneficiaries, who are
likely to be older and more severely disabled than other applicants
for vocational rehabilitation, generally do not represent the best
investment of the State's rehabilitation resources, and they often
have a lower priority than others applying for rehabilitation services.
With the objective of making it possible for more disability insur-

ance beneficiaries to receive vocational rehabilitation services, the
committee is recommending that money be made available from the
social security trust funds to finance the rehabilitation of selected dis-
ability beneficiaries. The money so used will be allocated, under the
provision the committee is recommending, in such a way that the
saving from the amount of benefits that would otherwise have to be
paid and the increased contributions to the trust funds paid on the
earnings of beneficiaries who return to work would exceed, or at least
equal, the money paid from the trust funds for rehabilitation costs.
The committee believes that such an expenditure from the trust

funds is justified because of the offsetting gains to those funds as well
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as the gains that would flow to the individual concerned and to society
when disabled people are returned to gainful work. In order to
achieve savings to the trust funds that will at least offset rehabilita-
tion expenditures from those funds, the committee expects that there
will be continuing evaluation of the effects of the rehabilitation ex-
penditures and that appropriate adjustments will be made, as neces-
sary, in selection criteria.
Under the recommended provision, the services that would be re-

imbursable are those that are provided under a State plan for voca-
tional rehabilitation services which has been approved under the Vo-
cational Rehabilitation Act and which provides that services would
be furnished to qualified individuals in accordance with criteria ap-
proved by the Social Security Administration and the Vocational Re-
habilitation Administration and without regard to the individual's
citizenship, residence, or need for financial assistance. The Secretary
is authorized to provide such rehabilitation services for persons in any
State which does not have a plan meeting the above requirements by
means of agreements or contracts with other public or private agen-
cies. However, the total amount of the funds that may be made
available from the trust funds for purposes of reimbursing State
agencies for vocational rehabilitation services could not, in any year,
exceed 1 percent of the social security disability benefits paid in the
previous year.
(g) Facilitating disability determinations
The committee believes that there are a number of disability cases

in which the existence of long-lasting disability can be readily estab-
lished, and the claim for disability insurance benefits promptly adjudi-
cated, without the need for obtaining new medical evidence.
Similarly, there are cases where it would appear that entitlement to
disability benefits could be more promptly terminated on the basis
of evidence received by the Secretary that the beneficiary has either
recovered or returned to gainful work. Under present law, however,
disability determinations, including determinations that a disabled
person has recovered, generally must be made by State agencies under
agreements with the Secretary. To speed up the disability determina-
tion process, both with respect to initial adjudication of claims for
benefits and to the termination of entitlement to benefits, the com-
mittee believes that the requirement that disability determinations
be made by State agencies should be made more flexible. The com-
mittee is recommending, therefore, that the Secretary be authorized
to make disability determinations directly in those cases which can be
promptly adjudicated on the basis of readily available medical and
other evidence furnished by or on behalf of the applicant from existing
sources of information and to terminate entitlement to disability
benefits in cases of recovery based on such evidence or on evidence
received by the Secretary that a beneficiary has returned to gainful
work. 'his provision would enable the Secretary to utilize improve-
ments in procedures and in the participation of the medical profession
in providing evidence under the program to the end that determnina-
tions in clear-cut cases can be made with maximum speed and
soundness.

Under the provision recommended by the committee, State agencies
would continue, as under present law, to be fully utilized to handle
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the increasing volume of claims that usually require the purchase of
independent medical and vocational evidence needed for proper
determinations. This would apply to both initial disability determi-
nations as well as to subsequent reinvestigations of possible recovery
cases. The provision recommended by the committee does not con-
template that any changes will be made in the role played by the
State agencies in the handling of cases requiring further development.
5. PAYMENT OF BENEFITS TO CERTAIN PEOPLE AGED 72 OR OVER WHO

ARE NOT OTHERWISE INSURED

The committee believes that a special transitional insured status
provision should be adopted so that social security benefits can be pro-
vided for those among the present aged who, though they worked in
covered jobs, did not have an opportunity to work long enough to
become insured under the program, and for their wives and widows.
About 355,000 people would become eligible immediately for social
security benefits under these provisions, with benefits payable under
the provisions totaling about $140 million in 1966.
The present law requires a minimum of six quarters of coverage

for insured status; as a result, although the general requirement for
insured status is one quarter of coverage for each year elapsing after
1950 and up to retirement age (65 for men, 62 for women), people
who reached retirement age in 1956 or earlier must have more than
one quarter for each year that elapsed after 1950 to qualify for benefits.
Under the bill the minimum would be three quarters of coverage

rather than six, and therefore people who reached retirement age in
1954, 1955, or 1956 could qualify for benefits if they had one quarter
of coverage for each year that elapsed after 1950 and up to retirement
age, and people who reached retirement age prior to 1954 could
qualify if they had three quarters of coverage instead of six.
The following table shows the operation of the "transitional insured

status" provision for workers:

Men Women

Quarters of Quarters of
Age In 1965 coverage Age In 1965 coverage

required required

76 or over ..----- --------. -3 73 or over--------..---------.3
76 .----------------------------4 72----.. ..-----------------.....--.. --....-...--4
74 -------------------------5 71.---.-.-------.. ---.----.-------. 5

Wife's benefits would be payable at age 72 to a woman whose hus-
band qualified for benefits under the transitional provision if she
attained age 72 before 1969.
Widow's benefits would be payable at age 72 to a woman whose

husband (lies after the transitional provisions go into effect if she
reached age 72 before 1969 and if her husband could have qualified
for benefits (or did qualify) under the transitional provisions. Widow's
benefits would also be payable to a widow whose husband died before
the provisions went into effect if she reached age 72 before 1969 and
if her husband died or reached age 65 before 1957. Such a widow
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could get benefits if her husband had a specified number of quarters
of coverage, as shown in the following table:

Quarters of Quarters of coverage required if the widow
Year of husband's death (or attainment of age coverage attains age 72 in-

6, if earlier) required
under present

law 1966 or earlier 1967 1968

19N or before-.....- --------------------..---6 3 4
19--------------------------------------- 6 4 4 5
196-------------------..-------------------- 6 6 6 6

Under these provisions the benefit amount for a worker would be
$35 per month; for his wife, $17.50 per month; for his widow, $35 per
month. Benefits would be payable for and after the second month
following the month of enactment.

6. LIBERALIZATION IN THE RETIREMENT TEST

The bill would liberalize the retirement test so that a beneficiary
under age 72 could earn $1,800 in a year without any reduction in his
benefit amount. If his earnings exceeded $1,800, $1 in benefits
would be withheld for each $2 of earnings between $1,800 and $3,000
and for each $1 of earnings thereafter. (Under present law, the
amount a beneficiary under age 72 may earn in a year without any
reduction in benefits is $1,200. If his earnings exceed $1,200, $1 in
benefits is withheld for each $2 in earnings between $1,200 and $1,700
and for each $1 of earnings thereafter.) Also, the bill would raise
from $100 to $150 the amount of earnings a beneficiary may have in
a month and get full benefits for that month regardless of his annual
earrings.
The House bill did not raise the amount a beneficiary could earn

in a year without any reduction in his benefits. It did, however,
liberalize the retirement test by raising the uppermost limit on the
amount of earnings to which the $1 reduction in benefits for each $2
of earnings applies from $1,700 to $2,400.
The $1,200 annual exempt amount of earnings under present law

was set in 1954. Since that time wages have risen substantially. An
$1,800 exemption now seems a reasonable measure of the amount of
work a person can do and still be considered substantially retired.

In addition to liberalizing the annual exempt amount of earnings,
the committee's bill improves the operation of the retirement test in
relation to incentives to work. Under the present test, if a social
security beneficiary has a choice between taking a job paying $1,700
or slightly less, and taking one paying somewhat more than $1,700
but not a great deal more, he may be less well off if he takes the higher
paying job, because he loses a dollar in tax-free benefits for every
dollar he gets in taxable earnings above $1,700. By moving this point
up to $3,000, the bill would do much to lessen the deterrent for bene-
ficiaries to work.
Under present law a self-employed person who performs substantial

services but who has no income from current work can nevertheless
have benefits withheld under the retirement test because he gets
royalties attributable to a copyright or patent obtained in years before
he attained age 65. The bill would exclude for retirement test pur-
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poses royalties received by a self-employed person in or after the year
m which he attai le4 age 65 if those royalties are attributable to a
copyright or patent obtained before the year in which he attained age
65. Royalties received by a beneficiary from a copyright or patent
obtained in or after the year in which he attained age 65 would con-
tinue to be counted for retirement test purposes, as under present
law, in the year in which they are received.

7. WIFE'S AND WIDOW'S BENEFITS FOR DIVORCED WOMEN

It is not uncommon for a marriage to end in divorce after many
years, when the wife is too old to build up a substantial social security
earnings record even if she can find a job. But under present law a
wife's right to benefits on her husband's earnings record generally ends
with a divorce. Under the present social security law, the only bene-
fits provided for a divorced woman are mother's insurance benefits, and
they are payable only if she has a child of the deceased worker in her
care and the child is getting benefits on the basis of his deceased
father's earnings, if she has not remarried, and if she had been getting
at least one-half of her support from her former husband under a
court order or agreement at the time of his death. A divorced wife
without a child in her care cannot get benefits even though she had
been dependent upon the worker for much of his working lifetime and
he was contributing to her support when he retired or died.
Under the bill, wife's or widow's benefits would be payable to an

aged divorced woman on the basis of her former husband's earnings
if the divorced woman (A) had been married to that former husband for
20 years before the divorce, (B) was not remarried, and (C) met the
following support requirement at the time her former husband became
disabled, became entitled to benefits or died; (1) she was receiving
one-half of her support from her former husband, or (2) she was receiv-
ing substantial contributions from him pursuant to a written agree-
ment, or (3) a court order for substantial contributions to her support
from her former husband was in effect. A conforming change would
be made in the support requirements that must be met by a former
wife divorced (renamed "surviving divorced mother" in the bill) in
order to qualify for mother's benefits based on the social security
account of her deceased former husband. (The provisions of present
law for paying mother's and widow's benefits to women who have
not remarried are also amended by the committee bill to provide for
the payment of these benefits to women who are not married re-
gardless of a remarriage which has terminated.)
Payment of a wife's or widow's benefit to a divorced woman would

not reduce the benefits paid to any other person on the same social
security account and such wife's or widow's benefit would not be re-
duced because of other benefits payable on the same account.
The bill would also provide that a wife's benefit will not terminate

when she and her husfand are divorced if they had been married for
at least 20 years before the divorce.

Benefits for a divorced wife or a surviving divorced wife would not
terminate on account of remarriage in those cases where widow's bene-
fits under present law do not terminate-that is, where the remarriage
is to a man getting benefits as a dependent widower or parent or as a
disabled child aged 18 or over. If a divorced wife or a surviving di-

107



108 SOCIAL SECURITY AMENDMENTS OF 1965

vorced wife married an old-age insurance beneficiary, her benefits
would terminate but she would immediately be eligible for wife's bene-
fit on her new husband's account.

While the provisions just described would take care of cases in
which the marriage had lasted for 20 years or more, they would leave
unsolved the problem of the woman who is widowed or divorced after
many years and is remarried but whose second marriage ends in death
or divorce, leaving the woman with no social security benefit rights
based on either her first or her second husband's earnings. To meet
this problem, the House bill provided that a woman whose rights to
benefits as a widow, divorced wife, surviving divorced wife, or sur-
viving divorced mother were terminated because she remarried will
have her former benefit rights restored if her second marriage ends in
divorce after less than 20 years.
The committee believes that this provision would be unduly com-

plex and restrictive and we have therefore simplified and extended it
so that in any case where an aged divorced wife, widow, or surviving
divorced wife is not married at age 62 or over (age 60 in the case of
widow's insurance benefits) she will have whatever rights to benefits
she has ever had, regardless of intervening marriages which have
ended in death, divorce, or annulment. Of course, under the pro-
visions of existing law relating to simultaneous entitlement to more
than one auxiliary benefit, she would get only one benefit-the highest
of the benefits to which she could be entitled. Young women getting
mother's benefits (including surviving. divorced mothers) would also
have protection in case their second marriages ended in death or
divorce.

These changes would provide protection mainly for women who
have spent their lives in marriages that are dissolved when they are
far along in years-especially housewives who have not been able to
work and earn social security benefit protection of their own-from
loss of benefit rights.

8. ADOPTION OF CHILD BY RETIRED WORKER

Under present law, a child adopted by a worker who is already
retired and getting old-age insurance benefits can become entitled
to benefits even though he was not dependent on the worker at the
time the latter retired. In contrast, present provisions governing the
payment of child's insurance benefits to a child adopted by a person
getting disability insurance benefits, and to a child adopted by the
surviving spouse of a worker who has died, contain requirements
designed to assure that benefits will be paid to such children only
when there is a basis for assuming that the child lost a source of sup-
port when the worker became disabled or died.
The committee believes that the provisions concerning adoptions

by retired workers should be made comparable to those relating to
adoptions in other cases so as to provide safeguards against abuse
through adoption of children solely to qualify them for benefits, and
has included in the bill a provision that would accomplish this result.
Under this provision benefits would be payable to a child who is
adopted by an old-age insurance beneficiary after the latter becomes
entitled to benefits only if the following conditions are met:

(1) At the time the worker became entitled to benefits the child
was living with the worker or adoption proceedings had begun;
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(2) The adoption was completed within 2 years of the time
when the worker became entitled to benefits; and

(3) The child had been receiving at least one-half of his sup-
port from the worker for the entire year before the worker be-
came entitled to old-age insurance benefits or, if the worker had
a period of disability which continued until he became entitled
to old-age insurance benefits, before the beginning of the period
of disability.

9. CONTINUATION OF WIDOW'S AND WIDOWER'S INSURANCE BENEFITS
AFTER REMARRIAGE

Under the present social security law, widow's and widower's bene-
fits based on a deceased worker's social security earnings record gen-
erally stop when the survivor remarries. The committee believes that
this provision has an undesirable result in that widows (and widowers)
who would like to remarry do not do so because if they did they
would lose their social security benefits.
On the other hand, we recognize that if a widow who remarried

continued to get benefits at the widow's percentage (823' percent of
i worker's benefit amount), and did not have her benefits recomputed
according to the percentage paid to a wife (50 percent of a worker's
benefit amount), the widow and her new husband would receive sub-
stantially more, as a rule, than she and her previous husband had
received and substantially more, as a rule, than her new husband
and any previous wife had received. Moreover, the couple would be
receiving more than other couples would get where the husbands
had an identical record of covered earnings.
The committee has therefore added a new provision under which

benefits would be payable to widows age 60 or over and to widowers
age 62 or over who remarry. The amount of the remarried widow's
or widower's benefit would be 50 percent of the primary insurance
amount of the deceased spouse plus the excess, if any, of the wife's
or husband's benefit based on the earnings record of the new spouse.
The 50-percent benefit would not be subject to actuarial reduction

regardless of the age of the widow and regardless of prior receipt of any
reduced benefit; if in some later month the widow was not married
(because her second husband died or they were divorced); she would
get an 8212-percent benefit, and months in which the 50-percent benefit
had been paid to her prior to age 62 would be counted in figuring the
reduction in her 822-percent benefit.

10. DEFINITION OF CHILD

Under present law, whether a child meets the definition of a child
for the purpose of getting child's insurance benefits based on his
father's earnings depends on the laws applied in determining the
devolution of intestate personal property in the State in which the
worker is domiciled. The States differ considerably in the require-
ments that must be met in order for a child born out of wedlock to
have inheritance rights. In some States a child whose parents never
married can inherit property just as if they had married; in others
such a child can inherit property as the child of the man only if he
was acknowledged or decreed to be the man's child in accordance
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with requirements specified in the State law; and in several States a
child whose parents never married cannot inherit his father's intestate
property under any circumstances. As a result, in some cases benefits
must be denied where a child is living with his mother and father in
a normal family relationship and where neither the child nor his
friends and neighbors have any reason to think that the parents were
never married.
The committee believes that in a national program that is intended

to pay benefits to replace the support lost by a child when his father
retires, dies, or becomes disabled, whether a child gets benefits should
not depend on whether he can inherit his father's intestate personal
property under the laws of the State in which his father happens to
live. The committee has therefore included in the bill a provision
under which benefits would be paid to a child on the earnings record
of his father, even though the child cannot inherit the father's intes-
tate property, if the father had acknowledged the child in writing,
had been ordered by a court to contribute to the child's support, had
been judicially decreed to be the child's father, or is shown by other
evidence satisfactory to the Secretary of Health, Education, and
Welfare to be the child's father and was living with or contributing to
the support of the child.

11. DEFINITION OF WIFE, WIDOW, HUSBAND, AND WIDOWER

Under a new provision added by the committee, a person who is
eligible for one of certain survivor annuities under the Railroad Re-
tirement Act and who marries a worker insured under social security
would be accorded the same treatment with respect to the eligibility
requirements for wife's, husband's, widow's, or widower's benefits
under social security as present law now gives people who at the time
of their marriage were eligible for certain social security survivors'
benefits. The wife, husband, widow, or widower could get benefits
without regard to the generally applicable 1-year duration-of-marriage
requirement if in the month preceding tho marriage the-wife, hus-
band, widow, or widower was actually or potentially entitled to a
widow's, widower's, parent's, or (if over age 18) child's annuity under
the Railroad Retirement Act. Also, a woman worker's husband or
widower who was entitled to one of the specified railroad retirement
annuities prior to the marriage to a person insured under social se-
curity could get benefits without regard to the generally applicable
requirement for husband's or widower's benefits that the wife be cur-
rently insured-that is, have had a specified amount of recent covered
work-and that she must have provided at least one-half of her
husband's support.
Under present law, an exception to the 1-year duration-of-marriage

requirement is made for a spouse of an insured worker if the spouse
was, in the month preceding the marriage, actually or potentially
entitled to social security benefits as a widow, widower, parent, or
disabled adult child. Similarly, the Railroad Retirement Act pro-
vides an exception to the 1-year duration-of-marriage requirement for
a wife's or husband's annuity in the case of a person who before mar-
riage was eligible for a railroad retirement annuity as a widow,
widower, parent, or disabled adult child, and for a widow's annuity in
the case of a person who had, before marriage, qualified for a widow's
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annuity under the railroad retirement program. The Railroad
Retirement Act also makes an exception to the 1-year duration-of-
marriage requirement for payment of widow's and widower's annuities
in the case of a spouse who had, before marriage, actual or potential
entitlement to benefits as a widow, widower, parent, or disabled adult
child under social security. No similar exception is made under the
Social Security Act for a spouse who, in the month preceding his or
her marriage, had actual or potential entitlement to an annuity under
the Railroad Retirement Act.
The duration-of-marriage requirements under the Social Security

Act are intended to provide a safeguard against the payment of benefits
where a marriage was undertaken mainly to secure benefits. Such a
safeguard is not necessary when a person is or could be eligible for an
annuity under the Railroad Retirement Act at the time of the marriage.
The change the committee recommends will prevent people protected
under the railroad retirement program from being left without social
insurance protection because of marriage to a worker insured under
the social security program.

12. COVERAGE EXTENSIONS AND MODIFICATIONS

The committee's bill would extend social security coverage to self-
employment income from the practice of medicine, and to the wages
of interns, cover tips as self-employment income, facilitate coverage
of additional State and local government employees, provide addi-
tional coverage for employees of certain nonprofit organizations, ex-
tend coverage to temporary employees of the District of Columbia,
increase the amount of gross income which farmers may use under
the optional method of computing farm self-employment income for
social security purposes, and permit exemption from the social secu-
rity self-employment tax for persons who follow certain teachings of
a religious sect of which they are members.
(a) Coverage of self-employed physicians and interns
Self-employed doctors of medicine are the only group of significant

size whose self-employment income is excluded from coverage under
social security. The committee knows of no valid reason why this
single professional group should continue to be excluded. It runs
counter to the general view that coverage should be as universal as
possible. There are no technical or administrative barriers to the
coverage of self-employed doctors of medicine.

Moreover, more than half of the physicians in private practice have
obtained some social security credits through work other than their
self-employment as physicians, or through their military service.
The committee's bill would cover the self-employment income of

the approximately 170,000 self-employed doctors of medicine on the
samne basis as the self-employment income of other professional
groups. The committee amended the provision in the House bill so
as to make social security coverage for self-employed doctors of
medicine effective for taxable years ending on or after December 31,
1965. Under the House bill, coverage could be effective for taxable
years ending after December 31, 1965. This change would make it
possible for most self-employed physicians to obtain social security
protection 1 year earlier than under the House bill-for calendar
year 1965.
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Coverage would also be extended to services performed by medical
and dental interns. They would be covered on the same basis as other
employees working for the same employers, beginning on January 1,
1966.
(b) Computation of self-employment income from agriculture
Under present law, persons with net earnings from farm self-

employment have the following option in reporting for social security
purposes: (a) If annual gross income from agricultural self-employ-
ment is not over $1,800, either actual net earnings or 66% percent of
gross income may be reported; (b) if gross income from agricultural
self-employment is over $1,800 and net earnings are less than $1,200,
either net earnings or $1,200 (two-thirds of $1,800) may be reported;
and (c) if the annual gross income is more than $1,800 and net earn-
ings are $1,200 or more, actual net earnings must be reported.
The bill approved by the committee would retain the present

option in the reporting of farm self-employment income but would
raise the level of income which may be reported under the gross
income option by increasing the $1,800 figure to $2,400 and the $1,200
figure to $1,600.

Thus, persons with agricultural self-employment would be per-
mitted to use the following option in reporting their earnings from
agricultural self-employment for social security purposes: (a) If an-
nual gross income from agricultural self-employment is not over
$2,400, either actual net earnings or 66% percent of gross income
may be reported; (b) if gross income from agricultural self-employ-
ment is over $2,400 and actual net earnings are less than $1,600, either
actual net earnings or $1,600 may be reported; and (c) if gross earn-
ings are more than $2,400 and net earnings are more than $1,600,
the actual net earnings must be reported. This change would be
effective for taxable years beginning after December 31, 1965.

(c) Coverage of tips
The committee recognizes that more than a million employees now

covered under the social security program have an important part of
their income from work excluded from coverage because it is received
in the form of tips, and that as a consequence such employees do not
have adequate protection under social security. This situation should
be corrected. However, the committee is not convinced that the
provision in the House bill providing for the coverage of cash tips as
wages is a workable provision.

Tips are an extremely unique type of income; and the committee
believes that the most practical way to cover them is to treat them as
self-employment income.

Tips received by employees which are accounted for to the employer
by the employee are covered under present law as wages. There
would be no change in the treatment of tips in this'situation.
(d) Coverage provisions applying to employees of States and localities

(1) Addition of Alaska to the States which may provide coverage
through division of retirement systems

Under a provision of the Social Security Act which is designed to
facilitate the extension of social security coverage to members of State
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and local government retirement systems, 18 specified States (and all
interstate instrumentalities) are permitted to divide a State or local
government retirement system into two parts for purposes of social se-
curity coverage, one part consisting of the positions of members who
desire coverage, and the other consisting of the positions of members
who do not desire coverage. Services performed by employees in
the part consisting of the positions of members who desire coverage
may then be covered under social security, and once those services are
covered, the services of all persons who in the future become members
of the retirement system must also be covered. The 18 States which
are now permitted to extend coverage under this provision are Cali-
fornia, Connecticut, Florida, Georgia, Hawaii, Massachusetts, Minne-
sota, Nevada, New Mexico, New York, North Dakota, Pennsylvania,
Rhode Island, Tennessee, Texas, Vermont, Washington, and Wiscon-
sin. The committee's bill would add Alaska to this group of States.
The provision in the House bill which would also add Kentucky to
this group of States has been deleted from the bill because the com-
mittee felt that it was not clear that the State of Kentucky desired
this provision.

(2) Facilitating coverage under the provision for division of State
and local government retirement systems

The bill would provide a further opportunity for election of social
security coverage by employees of States and localities who did not
elect coverage when they previously had the opportunity to do so under
the provision permitting specified States to cover only those members
of a retirement system who desire coverage. Under the present pro-
vision, the specified States may, during the 2-year period after cover-
age of a group is approved, cover additional employees who request
coverage. (However, employees hired after coverage of the group
is originally approved are covered on a compulsory basis.) The bill
would reopen, or hold open, through December 31, 1966, the oppor-
tunity for election of coverage by those employees who had not elected
coverage before the expiration of the 2-year period following approval
of the coverage of their group.
The committee recognizes that employees who initially failed to

elect coverage under the divided retirement system provision were
provided two subsequent opportunities for election of coverage under
amendments made to the Social Security Act in 1958 and 1961. Al-
though in general it is important that the time limits for electing cover-
age be maintained and that it be known they will be maintained, this
situation involves special circumstances which seem to your committee
to justify providing one additional opportunity. The committee be-
lieves, however, that in the future there should be no further reopen-
ing of the opportunity for electing coverage under the divided retire-
ment system provision beyond that which would be provided under
this bill. We urge that those now contemplating participation in the
program take timely action to exercise their choice.
The social security coverage of employees obtaining coverage as a

result of the further opportunity provided by the proposed amend-
ment would be required to begin on the same date as was provided
when their group was originally covered.
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(3) Coverage for certain additional hospital employees in
California

The bill would modify a provision of the Social Security Amend-
ments of 1960 which made coverage under the social security program
available to certain hospital employees in the State of California who
had performed services at some time during the period from January 1,
1957, through December 31, 1959, with respect to which contributions
had been erroneously paid to the Internal Revenue Service prior
to July 1, 1960. The 1960 legislation provided for crediting the re-
muneration which had been erroneously reported during the 1957-59
period, and for covering the services performed after 1959 by the
individuals for whom the erroneous reportings had been made. The
committee's bill would make it possible for the State to provide cover-
age, beginning with January 1, 1962, for the services of hospital em-
ployees employed in the positions in question after 1959, and to secure
the crediting of remuneration erroneously reported for them for periods
prior to 1962 if contributions with respect to such remuneration have
been paid before the enactment of the bill. The State would have
6 months after the month of enactment in which to provide such
coverage.The individuals who would be affected by the committee's bill could
not be covered under the 1960 legislation, since they were not in the
group for which erroneous reports had been filed during the 1957
through 1959 period. And, like the employees to whom the 1960 leg-
islation applied, they cannot be covered under the generally appli-
cable provisions of the Social Security Act providing coverage for
employees of States and localities.

Generally speaking, the Social Security Act does not permit States
to bring under social security coverage persons whom the States have
removed from coverage under a State and local retirement system.
The positions of the employees in question were removed from cover-
age under the California State employees retirement system effective
July 1, 1957, without awareness that this section established a bar to
future social security coverage. This misunderstanding led to the
erroneous reports, and created the need for the 1960 amendment.
The employees to whom the bill is directed have the same need for

coverage as those to whom the 1960 legislation applied, and. are barred
from coverage under the general provisions of law in the same way
as were the employees covered by the 1960 legislation. Your commit-
tee believes that they should be given the same opportunity to obtain
protection under the social security program as was given in 1960 to
hospital employees in a similar situation.

(4) Retirement systems in the State of Maine
The bill would reopen until July 1, 1970, a provision of law which

permitted the State of Maine to treat teaching and nonteaching
employees who are actually in the same retirement system as though
they were under separate retirement systems for social security cover-
age purposes. The original provision, enacted as part of the Social
Security Amendments of 1958, expired on June 30, 1960. The Social
Security Amendments of 1960 reopened the provision until July 1,
1961. Legislation enacted in 1964 (Public Law 88-350) reopened
the provision until July 1, 1965.
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(6) Exclusionfrom coverage of certain students in Iowa and North
Dakota

Under existing law, when a State extends coverage under its agree-
ment with the Secretary of Health, Education, and Welfare to any
group of employees, the State has the option of excluding from cover-
age certain types of employment, including those services performed
by a student which would not be covered if the student worked for a
nongovernmental employer. A State which originally excludes services
it has the option of excluding-such as types of student services-
may at any later date choose to cover them, but a State which has
once covered such services may not later choose to exclude them. The
committee has added a provision to the bill authorizing the State of
Iowa and the State of North Dakota to modify their coverage agree-
ments to exclude from social security coverage certain services per-
formed by students, including service which the State has covered
under its agreement. These States would be permitted to modify
their agreements to exclude from social security coverage service
performed in any calendar quarter in the employ of a school, college,
or university by a student if the remuneration for such service is less
than $50. Such a modification would specify the effective date of the
exclusion, but it could not be earlier than the enactment date of the
bill.
(e) Tax exemption for members of a religious group opposed to insurance
The committee's bill would permit exemption from the social

security self-employment tax of individuals who have conscientious
objections to insurance (including social security) by reason of their
adherence to the established tenets or teachings of a religious sect
(or division thereof) of which they are members. The exemption
could be granted with respect to taxable years beginning after Decem-
ber 31, 1950.
The sect (or division thereof) must be one that has been in existence

at all times since December 31, 1950, and has for a substantial period
of time been making reasonable provision for its dependent members.
To qualify as grounds for the tax exemption, the objections of the
individual and the sect (or division thereof) to insurance must in-
clude objections to acceptance of the benefits of any private or public
insurance which makes payments in the event of death, disability,
old age, or retirement or makes payments toward the cost of, or pro-
viding services for, medical care (including the benefits of any insur-
ance system established by the Social Security Act). Before an in-
dividual could be granted exemption he would be required to waive
all benefits and other payments under any insurance system estab-
lished by the Social Security Act on the basis of his own earnings as
well as all such benefits and other payments to him based on the earn-
ings of any other person. The exemption could not be granted to
any person who has been entitled to social security benefits, or to one
whose earnings have provided the basis for entitlement to social
security benefits for any other person. An individual's exemption
(and the waiver of social security benefits) would be terminated if,
and as of the time, the conditions under which the exemption was
granted are no longer met, and the individual could not again be
granted an exemption.
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'rhe committee believes that provisions for coverage under social
security on an individual voluntary basis are undesirablele, and we
have been reluctant to recommend an anlendiment which would permit
an individual to elect exemption from social security coverage. Pres-
ent law provides no exemption by reason of an individual's religious
beliefs. The voluntary coverage provisions for ministers are appli-
cable only to ministerial services; a minister who does other work is
covered on the same basis as any other person. We believe that anl
exemption from social security taxes with respect to work that is
generally covered would be justifiable only in cases where it is amply
clear that an individual cannot accept the benefits of insurance, in-
cluding social security benefits, without renouncing basic tenets of
his religion. The exemption we are recommen(ling is designed to b)e
granted in only such cases. 'The proposed exemption would /be limited
to the self-employment tax under social security since those persons
for whom the payment of social security taxes appears to be irrecon-
cilable with their religious convictions also, by reason of their religious
beliefs, limit their work almost entirely to farming and to certain
other self-employment.
We believe that the proposed exemption must be on the basis of in-

dividual choice. To exclude all members of a religious group from
social security coverage would not take account of the variances in
individual beliefs within any religious group, and would deny social
security protection to those individuals who want it. Among the Old
Order Amish, for example, there have been some indications of a
change in attitude toward social security, particularly among the
younger people; some members of the Old Order Amish who have be-
come eligible for social security benefits have claimed the benefits.
The committee believes that the recommended provision would pro-

vide relief for those individuals who sincerely believe that payment
of social security taxes is irreconcilable with their religious convic-
tions. We strongly recommend against any broadening of the pro-
posed amendment since any such broadening could well lead to wide-
spread individual voluntary coverage under social security, whicli
would undermine the soundness of the social security program.
(f) Additional retroactive coverage of nonprofit organizations, and

validation of coverage of certain employees of such organizations
Under present law the employees of a nonprofit organization may be

covered under social security only if the employing organization files
a certificate waiving its exemption from social security coverage.
The committee has learned that in some cases organizations have

been reporting their employees for social security purposes without
ever having filed the required waiver certificate. Such reports ilay be
submitted for some time before the organization learns that they are
erroenous. In such cases, employees who have been counting onfhav-
ing social security protection on the basis of their employment with
such organization may in fact not have that protection.

The committee's bill would permit at nonprofit organization to elect
social security coverage to be effective for a period of up to 5 years
(rather than 1 year, as under present law) before the calendar quarter
in which the waiver certificate electing social security is filed. In
addition, nonprofit organizations which had filed a waiver certificate
in or prior to the year in which the bill is enacted would bel given until
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the etd( of the year following enactmentl to amend their certificate to
iake social seclirity c(overlage effective for a1 perio(l ofil)p to 5 yearsbefore the calendr(ai (pllarter in whiichl the amendment to the waiver
certificatee is filel.
The corllinittee's bill addts a provisiii to( tlite IHouse bill which would

,ive those employees to wvhorl the alI(litional retroactive coverage is
aIlplicablle (as a rcesrllt o f the Inoiproffit organization aliicidilng its
o(rigiinal waiver(\i(certificate) tal in{tivi(ltial choice of such aldditioinal

()cover'ae.
Thus, by making its waiver (erilificate( sufficiently retroactive, a non-

profit organizatio)il tliat, had been erroneously reporting earnings for
its elliplovees witliouit havi filed a certificate to elect coverage could
or1'(inar1ily pIrovide complete andl( contlillnous social seCurity coverage
fr thle err(l leosly repo(nrt e employees. That is, a nonprofit organiza-
ti)il which learns of it:; err'Iolneos report ng could file a certificate
electilng c(veranlge an1(d lake it sulfficienltly retroactive to cover the
iperio)l for which( ell)l'eeeel earnings alrea(ly reportedly woull otherwise
be stricken from the re('orl because the statute of limitations'llad Ilot

'rutll when thle erl'loneous rIeporting hlad been (liscovere(l. T''he effect of
( lie social security st tulIte of limitations is that iln most cases correct ion
(of a1 elpl)l )vee's social sec('rity elarllings record may be1lade only if
the err)olr is d(isco\verd(l within:3 ear'cs, 3 mlontltlhs, and(l 15 lays following
tle endl of thle vear in whichll tflie wages were erroneously paid. The
('comlittee's bill wol(l, t lIe, reso;llve on ap1ermianentI basis trouble-
so)lie pl'roblemis wvlichilhave arisell rIt(ler' the nonprofit, coverage
provisionsi.

'It committee's bill also amends section 105(b)) of the Social
.iecur'ity \rmendllmenlts of 1960, which provided that an employee of a
lnorplrofit otrgalllization could, Ilnlder certainly circullmsttlances, receive
credit for er'roneously rel'l)Ited(l wages. The amendment a)lpplies to
employees who arenol 1 illge ill tie emIploy of an organization when
tle waiver certificate is filed. These p)ersolnscannot be covered undIer
tie general pro visions for retroactive coverage:~, as retroactive coverage
is available only t)o persorls still in the emplloy of an organization when
tle waiver certificate is filed. 'Te altmcldmentli would permit such em-
ployees to have vali(ldated the replortls of' wages which hia(l erroneously
been Imadle for tlielm by), the orgatnizatiion during the period of retro-
activ.ecoverage.Tllse personls heave tle same lleed for social security
I)rotection asI, those whole are stillemployed lby the organization when it
files its waiver certificate.

Also, La provisiisio a(lded to the House bill which would permit the
validation of certain erroneously reported wages paid to employees of
nonprofit organizations whici have filed valid waiver certificates, b)ut
which nevertheless failed( to provide effective social security coverage

for some employees.
If a waiver certificate is filed by a nonprofit organization, then all

current employees who sign a list at that time, those who sign a sllp-
llemlental list in the 2-year period during which the certificate lmay be
allen(led to cover additional employees, and all employees who are
employed after the filing of the certificate, are covered for social se-
c(urity purposes. Some nonIprofit organlizattions have erroneously re-
ported for social security purposes some individuals employed when
tlhe certificate was filed who did not sign the required list, of employees
who want, such coverage. The .960 Social Security Amendments per-
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initted such employees to validate their erroneous roportings through
June 30, 1960, and to secure future coverage beginning with the quar-
ter following the quarter in which they request validation. Thus, if
an employee validated his erroneous earnings in June 1963, for ex-

ample, he secured coverage through June 30, 1960, and beginning on
July 1, 1963. Thus, there would be under present law a gap in cov-

erage from July 1, 1960, through June 30, 1963. The committee's
bill adds a provision to the House bill which would permit such em-

ployees in this situation to remove the gal) in their social security
coverage.
(g) Coverage of certain employees of the District of Colunmbia
Under the present provisions of the Social Security Act, all service

performed( in the employ of the District of Colutmbia is excluded from
social security coverage. MIost District employees are covered under
the Federal civil service retirement system or one of the two District
retirement systems. Substitute teachers, however, are not covered
under any government retirement system. Under the committee's
bill, the District of Columbia could provide social security coverage
for them. In addition, the bill would make it possible for the District
of Columbia to cover under social security temporary or interm-ittent
employees who are now covered under the civil service retirement
system but, because of the temporary nature of their employment, do
not obtain protection under that system. The earliest (late on which
coverage could become effective would be the first day of the calendar
quarter following the calendar quarter of enactment.
(h) Validation7 of coverage of certain ministers

Under present law, persons who have been in the ministry for at
least 2 years after 1954 could obtain social security coverage of their
earnings in the ministry by filing, before April 16, 1965, certificates
waiving their exemption from social security taxes. lThe requirement
that a waiver certificate must be filed within a specified period of time
by a minister who desires social security coverage ;is been widely
publicized on various occasions in the past in connection with legis-
lation extending the time for filing such certificates. Some ministers
have nevertheless reported their ministerial earnings for social security
purposes and paid the social security contributions for several years
without filing the required waiver certificate, and in some instances
the lack of a waiver certificate has not been discovered until the death
or retirement of the minister. In such instances, part or all of the
earnings reported by the minister may not be creditable for social
security purposes. The committee has been advised of cases in which
the surviving widow and children of a deceased minister have suffered
loss of social;ecurity protection because the deceased minister had
failed to file the required waiver certificate, although he had reported
his ministerial earnings for social security purposes and had paid the
social security contributions. It believes that social security protec-
tion based on erroneously reported earnings should be provided for
such survivors and for ministers who filed timely waiver certificates
but who had previously reported earnings which cannot be credited
under present law.
The committee's bill would permit the survivors of a minister who

died before April 16, 1965, and who had filed social security tax re-

turns without having filed a waiver, to file a waiver on the deceased

118



SOCIAL SECURITY AMENDMENTS OF 1965

minister's behalf. A waiver filed by such survivors before Alpril 16,
1967, would establish social security credit for the ministerial earnings
reported by tlle deceased minister for taxable years after 1954.

In atldition, the bill would iernlit ministers whio filed waiver cer-
tificates before April 16, 1965, which were not. effective for all years
after 1954 for which they reported Illinisterial earnings for social se-
curity Iprposes to obtain social security credit for such earnings by
filing a supplemental waiver certificate before April 16, 1967.

Th'e committee's bill requires that all social security taxes which
become due as a result of actions taken pur1suant to this provision must
be paid, or if previously refunded, repaid, before April 16, 1967.
Benefits which become payable as a result of this provision would be
l)ayablle b})egiinni for the month after enactment of this bill.

13. MISCELLANEOUS

(() Ilxtenslion of period or filing proof ofJsupport and application
for ltimp-sumll death payment

The law provides that the proof of support required for husband's,
widower's, and parent's insurance benefits, and applications for lump-
suim death payments, must be filed within a 2-year )eriod specified in
the law. An extension of an additional 2 years is allowed where there
was good cause for failure to file within the initial 2-year period. Many
instances Lhave arisen where there lias been failure to file the required
documents within the time allowed. A number of private bills have
been proposed, and some enacted, to except specific individuals from
this requirement in the law.

Believing that it is more desirable to provide for these situations by
a provision of general law, the committee has included an amendment
under which, if it is shown to the satisfaction of the Secretary of
Health, Education, and Welfare that there was good cause for failure
to file within the initial 2-year period, an applicant would be allowed
to file proof of support or an application for a lump-sum (leath pay-
ment at any tile.
(b) Alutomatic recomnputation, of benefits
Under the bill provision is made for automatic annual recomputation

of benefits to take account of earnings that a beneficiary nmay have
after lie comes on the rolls and that would increase his benefit amount.
Under present law, benefit reconmputations to take account of addi-
tional earnings generally are available only on application, and can be
made only if the worker had covered earnings of more than $1,200 in a
calendar year after he became entitled to benefits.

Experience has shown that a large number of people who are eligible
for benefit reconlputations to take account of additional earnings, and
who will profit from such recormputations, fail to apply for them.
Automatic recoml)utation would assure the beneficiary that he will get
credit for any earnings that would increase his benefit amount. The
committee has been advised that with the improved electronic equip-
ment that is now used to compute benefit amounts, it is both feasible
and administratively advantageous to handle these recomputations on
an automatic basis.
An additional effect of the change would be to assure that no one

would be dlisadvantaged by applying for benefits at age 65 instead of
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waiting until a somewhat later age. Under present law, il some few
cases a worker who delays the filing of his application gets a larger
benefit than he would have gotten if le had applied at age 65. In
certain situations, therefore, people do not know whether to apply for
benefits or to defer filing. Sometimes they do apply and it turns out
to have been disadvantageous. Under the provisions in the bill it will
be possible to assure every claimant that he cannot lose by applying
at age 65.

(c) Reimbutrsement of the trust funds for the cost of military. service credits
Military service was not covered under the social security program

on a contributory basis until 1957. However, special benefits were
provided for the survivors of World War II veterans who died within
3 years after discharge, and noncontributory waige credits were pro-
vided under the program for active military service from September
16, 1940, through December 1956. The old-age and survivors insur-
ance trust fund has been reimbursed for the cost of the benefits paid
through August 1950, in the amount of about $15 million. However,
although present law provides that tile costs incurred through June
30, 1956, were to have been paid into the trust funds over the 10 fiscal
years ending June 30, 1969, and that the costs incurred by the payment
of such benefits after June 1956 were to have been appropriated an-
nually, no such payments have been made.

T'he committee believes that it would be desirable to amortize the
amounts owing over a period longer than the 10-year period provided
under present law. The bill would authorize a level annual appro-
priation from general revenues to the trust funds starting in fiscal
year 1966, that would amortize both the accumulated backlog and
the additional amounts that will accrue through fiscal year 2015. After
2015, annual al)propriations would be authorized to pay any additional
costs.

(d) Extension of life of application and determination of disability
(1) Life of applications

Under present law, the prospective life of an application for monthly
insurance benefits is limited to 3 months from the date of filing, except
in the case of an application for disability benefits where the applica-
tion must be filed within 3 months of the beginning of the waiting
period. In effect, an applicant who does not meet the requirements
for entitlement on the date of application has 3 months in which to
meet them before his application expires.
A problem arises under present law when an application is disallowed

and much later, during some stage of the appeals process and before a
final decision on the application has been made by the Secretary, it is
determined that the applicant first became eligible-for example, met
the disability requirements or attained retirement age-after the
period for which his application is effective has expired. The need for
filing a new application may be discovered so late (an application may
be effective retroactively for no more than 12 months) that no entitle-
ment can be established for the first months of eligibility. If the
claimant has died without filing a new application, no entitlement for
any months can be established and a loss of all benefits is incurred.
The committee believes that the limitations in present law on the

prospective life of an application for monthly insurance benefits or
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for a determination of disability results in unnecessary inequities. As
a result, the committee has included an amendment under which such
an application would be valid if the applicant satisfies all the require-ments for entitlement at any time before the Secretary makes a final
decision on the application.
(e) Overpayments and underpayments

(1) Recovery of overpayments
The committee concurs with the recommendation of the General

Accounting Office, made in a report to the Congress dated July 25,1961, that the Secretary of Health, Elducation, and Welfare should
have the authority to recover overpayments of social security benefits
to a living person by withholding benefits of other people gettingbenefits on the same earnings record (This authority is alreadyprovided in present law where the overpaid person is deceased.)
Under the bill tie Secretary would have authority, in any case where
there had been an overpayment of either health insurance benefits or
cash benefits, to recover the overpayment by withholding the cash
social security benefits of the overpaid person or of other people who
are getting benefits on the same earnings record, whether or not the
overpaid person is alive.

(2) Waiver of recovery
Under present law, a beneficiary who is liable for repayment of an

overpayment made to another person is denied the opportunity for
waiver of recovery of the overpaid amount if the overpaid person was
at fault, even though he himself is without fault and otherwise meets
all the conditions prescribed in the law for having recovery waived.
Under the bill, any beneficiary who is liable for repayment of an over-
payment, whether the overpayment was made to him or to another
person, would be able to qualify for waiver of recovery of the overpaid
amount if lie is without fault and if he meets the other conditions
prescribed in the law.

(3) Settlement of underpayments
The present law. provides that where "an error has been made"

resulting in an underpayment to a beneficiary who has subsequently
died, an adjustment is to be made by increasing the subsequent bene-
fits of others getting benefits on the same earnings record as the de-
ceased. The law does not contain any provision for the disposition
of underpayments in death cases where there are no subsequent bene-
fits payable. The committee believes that specific statutory author-
ity should be provided to the Secretary to settle all claims for under-
payments. This authority would be provided under the bill.
(f) Authorization for one spouse to cash a joint check

Benefits payable to a husband and wife living in the same house-
hold are usually paid in a single check issued Oo the two people jointly.
When one payee of such a combined check dies, present procedures
require that the check issued for the month of death be returned to the
Treasury Department for cancellation, and that another check be
issued to the surviving beneficiary as payment of the benefit to which
the surviving beneficiary is entitled for that month. The delay
involved in this procedure frequently results in hardship for the
survivor. This hardship could be avoided if the surviving beneficiary

49-643 0-65--pt. 1---



SOCIAL SECURITY AMENDMENTS OF 196'5

were authorized to cash the combined check on the condition that any
resulting overpayment would be recovered. Since the Social Security
Act does not contain any authority for making overpayments-and the
combined check for the month of death would represent an overpay-
ment because the surviving spouse is entitled only to his portion of the
check-legislative authority is needed for making such temporary
overpayments.
The bill would authorize the Secretary to make a temporary over-

payment so as to permit the surviving spouse to cash the combined
check for the month in which the other spouse died, with the provision
that the overpayment resulting from cashing the combined check
would be recovered.
(g) Determination of attorney's fees in court proceedings

It has come to the attention of the committee that attorneys have
upon occasion charged what appear to be inordinately large fees for
representing claimants in Federal district court actions arising under
the social security program. Usually, these large fees result from a
contingent-fee arrangement under which the attorney is entitled to a
percentage (frequently one-third to one-half) of the accrued benefits.
.Since litigation necessarily involves a considerable lapse of time, in
many cases large amounts of accrued benefits, and consequently large
legal fees, are payable if the claimant wins his case.
The committee bill would provide that whenever a court renders a

judgment favorable to a claimant, it would have express authority to
allow as part of its judgment a reasonable fee, not in excess of 25 per-
cent of accrued benefits, for services rendered in connection with the
claim; no other fee would be payable. Any violation would be made
subject to the same penalties as are provided in the law for charging
more than the maximum fee prescribed in regulations for services
rendered in connection with proceedings before the Secretary-up to
$500, or a year's imprisonment, or both. In order to assure the pay-
ment of the fee allowed by the court, the Secretary would be permitted
to certify the amount of the fee to the attorney out of the amount of
the accrued benefits.

14. FINANCING PROVISIONS

Consistent with the well-established policy of maintaining the
program on a financially sound basis, the bill makes full provision for
meeting the cost of the improvements it would make in the old-age,
survivors, and disability insurance program. Additional income
would result from increasing the earnings base to $6,600 in 1966 and
from the extensions of coverage provided under the bill. In addition,
the committee is recommending a revised contribution rate schedule.
(a) Increase in the contribution and benefit base
As amended by the committee, the bill would raise from $4,800 to

$6,600, beginning with 1966, the limitation on the amount of annual
earnings that is used in determninig benefits and that is subject to tax
for the support of the program. This increase in the contribution
and benefit base will make it possible to provide, for workers at and
above average earnings levels, benefits that are more reasonably
related to their actual earnings, and, by taxing a larger proportion of
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the Nation's growing payrolls, will improve the financial base of the
program.
The additional earnings that are taxed and credited for social

-security purposes make possible the payment of higher benefits and
at the same time result in a reduction in the overall cost of the social
security program as a percent of taxable payrolls.
The $6,600 contribution and benefit base effective in 1966-rather

than increasing the base to $6,600 in two steps, to $5,600 in 1966 and
to $6,600 in 1971, as provided for in the bill as passed by the House-
not only will bring the benefits paid under the program into line with
current earnings levels more quickly, but also will make possible lower
contribution rates in 1966, 1967, and 1968 for old-age, survivors, and
disability insurance, and lower contribution rates in 1966 for hospital
insurance, than would otherwise be needed.
(b) Changes in the contributions rates
The schedule of contribution rates included in the bill will produce

sufficient income to finance the social security program and at the
same time will avoid large increases in the trust funds in the next few
years. Under the schedule of rates the committee recommends, as
under the revised schedule provided for in the bill as passed by the
House, the tax rates for old-age, survivors, and disability insurance
scheduled for the period 1966 through 1972 would be somewhat lower
than those scheduled under present law. While the schedule in the
bill as passed by the House would have lowered the rates scheduled
to go into effect in 1966 from 4.125 percent each for employees and
their employers to 4 percent each, the schedule recommended by the
committee would lower the rates scheduled to go into effect in 1966
to 3.85 percent each for employees and their employers. After 1973
the contribution rate for employees and employers would be about
three-tenths of 1 percent higher than scheduled under present law.
Also, old-age, survivors, and disability insurance contributions for
the self-employed person would be held at 5.8 percent of self-employ-
ment income through 1968 by the committee bill rather than increas-
ing to 6.2 percent in 1966 and 6.9 percent in 1968 under present law.
After 1973 the contribution rate for the self-employed under the com-
mittee bill would be only one-tenth of 1 percent higher than scheduled
under present law.
The present and proposed contribution rates for old-age, survivors,

and disability insurance are as follows:

Contribution rates (in percent)

Employer and employee, each Self-employed
Year __

Present House Commit- Present House- Commit.
law approved tee bill law approved tee bill

IIbillill

1966-----------........... 3.6253.2 25 3.625 6.4 5,.4 6.4
1966-67 ......................... 4.12 4.0 3.86 6. 2 .0 6.8
1968------------------.....-- .4 .625 4.0 3.86 6.9 6.0 6.8
1969-72....................... 4. 625 4.4 445 6.9 6.6 6.7
1973 and after ----------- -. 626 4, 8 4.9 6. 9 7.0 7. 0

9.869604064

Table: [No Caption]
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15. ADVISORY COUNCIL ON SOCIAL SECURITY

'The bill would repeal the present provisions for the appointment of
future Advisory Councils on Social Security Financing and provide
instead for the appointment of Advisory Councils of broader scope
and of somewhat different representation.
The Councils provided for under present law are, in general, required

to report only on the financing of the program. T'he Council that was
appointed in 1963 and made its report on January 1 of this year was
the only Council required to present its findings and recommendations
with respect to all aspects of the program. That Council urged that
"every 5 years or so Advisory Councils be formed to review the sub-
stantive provisions of the program as well as its financing." The com-
mittee agrees with this recommendation, and under the bill the scope
of future Advisory Councils would be broadened so that all future
Councils would report on all aspects of the program (including the
new hospital insurance and supplementary medical insurance programs
established under the bill) and on their impact on the public assistance
programs.

Present law requires that the Councils be composed of 12 members
representing employers and employees in equal numbers and self-
employed persons and the public. [he bill provides that the Council
members shall, to the extent possible, represent employer and(em-
ployee organizations in equal numbers and self-employed persons an(l
the public.
The Councils would submit their reports to the Secretary of Health,

Education, and Welfare for transmission to the Congress and to the
Board of Trustees. Under the time schedule for the appointment of
Advisory Councils now in the law, Councils are to be appointed in
1966 and every fifth year thereafter and report on January 1 of the sec-
ond year after the year of appointment. This schedule was designed
so that a Council would report 1 year before each tax increase, and
every fifth year after the final increase. In 1961 the final tax increase,
previously scheduled for 1969, was rescheduled for 1968. As a result,
the Council to be appointed in 1966 is required to make its report on the
day on which the final rate increase now in the law is scheduled to go
into effect. Under the bill, the next Advisory Council would be ap-
pointed in 1968 and make its report not later than January 1, 1970.
Subsequent Councils would be appointed so as to report in 1975 and
every fifth year thereafter.

16. ACTUARIAL COST ESTIMATES FOI THE OLD-AGE, SURVIVORS, AND
DISA13ILITY INSURANCE SYSTEM

(a) Summary of actuarial cost estimates
The old-age, survivors, and disability insurance system, as modified

by the committee-approved bill, has an estimated cost for benefit.
payments and administrative expenses that is very closely in balance
with contribution income. This also was the case for the 1950 and
subsequent amendments at the time they were enacted.
The old-age and survivors insurance system as modified by the

committee-approved bill has been shown to be not quite self-supporting
under the intermediate cost estimate. Nevertheless, there is close to
an exact balance, especially considering tha t a range of variation is
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necessarily present in the long-range actuarial cost estimates and,
further, that rounded tax rates are used in actual practice. Accord-
ingly, the old-age and survivors insurance program, as it would be
changed by the committee-approved bill, is actuarially sound.
The separate disability insurance trust fund, established under the

1956 act, shows a favorable actuarial balance of 0.02 percent of
taxable payroll under the provisions that would be in effect after
enactment of the committee-approved bill, because the contribution
rate allocated to this fund is slightly more than the cost of the disabilitybenefits, based on the intermediate cost estimate. Considering the
variability of cost estimates for disability benefits, this small actuarial
surplus is not significant. The disability insurance program, as it
would be modified by the committee-approved bill, is actuarially
sound.
(b) Financing policy

(1) Contribution rate schedule for old-age, survivors, and dis-
ability insurance in committee-approved bill

The contribution schedule for old-age, survivors, and disability in-
surance contained in the committee-approved bill is lower than that
under present law by 0.55 percent in the combined employer-employeerate in 1966-67, is lower by 1.55 percent in 1968, is lower by 0.35
percent in 1969-72, and is higher by 0.45 percent in 1973 and there-
after. The maximum earnings base to which these tax rates in the
committee-approved bill are applied is $6,600 for 1966 and thereafter,
as contrasted with $5,600 per year for 1966-70 and $6,600 for 1971
and after unji(r the House-approved bill and $4,800 under presentlaw. These tax sche3idis n4r, as follows:

(Percent]

Employee rate (Ealne for employer) Self-employed rate

Calendar year
Present House- Commit- Present House- Commit-
law approved tee-ap- law approved tee-ap-

bill proved bill bill proved bill

19 ........................... 3. 62 3.626 3.626 6. 4 6. 4 6. 4
198-67.. ------ 4.126 4.00 3. 8 6.2 6. 0 5. 8
1968 ...---------------....-- 4. 626 4.00 3.86 6.9 6.0 6. 8
1960-72 ....-..-----.4.6264.62 4 40 4.45 69 6.6 6 7
1973 and after .--.---62--4.6 80 4. 90 6.9 7.0 7.09. .- -- .-- - .
The allocation rates to the two trust funds that are applicable to

the combined employer-employee contribution rate for the committee-
approved bill and the House-approved bill, as compared with present
law, are as follows:

(Percent]

Old-ago and survivors insurance Disability insurance

Calendar year
Present House- Committee- Present House- Committee-
law approved approved law approved approved

bil bill b11 bill

1965 ----------.----.--------. 6.76 6.76 6.76 0.60 0.60 0.60
19667 ....------------------ 7.76 7.26 7.00 .60 .76 .70
1968 ....................... 8.76 7.26 7.00 .60 .75 .70
1969-72 --.--------------..... 8.76 8.05 8.20 .60 .75 .70
1973 und after-.....--...-...- 8.75 8.85 9.10 .60 .76 .70

9.869604064

Table: [No Caption]
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(2) Self-supporting nature of system
The Congress has always carefully considered the cost aspects of

the old-age, survivors, and disability insurance system when amen(d-
ments to the program have been made. In connection with the 1950
amendments, the Congress stated the belief that the program should
be completely self-supporting from the contributions of covered
individuals and employers. Accordingly, in that legislation the pro-
vision permitting appropriations to the system from general revenues
of the Treasury was repealed. This policy has been continued in
subsequent amendments. rlhe Congress has always very strongly
believed that the tax schedule in the law should make the system self-
supporting as nearly as can be-foreseen and actuarially sound.

(3) Actuarial soundness of system
'The concept of actuarial soundness as it applies to tlhe old-age,

survivors, and disability insurance system differs considerably from
this concept as it appllies to private insurance and private pension
plans, although there are certain points of similarity with the latter.
In connection with individual insurance, tle insurance company or
other administering institution must have sufficient funds on han(d so
that if operations are terminated, it will be in a position to pay off
all the accrued liabilities. This, however, is not a necessary basis
for a national compulsory social insurance system and, moreover, is
not always the case for well-administered private pension plans,
which may not have funded all tle liability for prior service benefits.

It can reasonably be presumed that, under Government auspices,
such a social insurance system will continue indefinitely into the future.
The test of financial soundness, then, is not a question of whether
there are sufficient funds on hand to pay off all accrued liabilities.
Rather, the test is whether the expected future income from tax
contributions and from interest on invested assets will be sufficient
to meet anticipated expenditures for benefits and administrative
costs. Thus, the concept of "unfunded accrued liability" does not
by any means have the same significance for a social insurance system
as it does for a plan established under private insurance principles,
and it is quite proper to count both) oln receiving contributions from
new entrants to the system in the future and on paying benefits to
this group. These additional assets and liabilities must be considered
in order to determine whether the system is in actuarial balance.

Accordingly, it may be said that the old-age, survivors, and dis-
ability insurance program is actuarially sound if it is in actuarial
balance. This will be the case if the estimated future income from
contributions and from interest earnings on the accumulated trust
fund investments will, over the long run, support the disbursements
for benefits and administrative expenses. Obviously, future experi-
ence may be expected to vary from the actuarial cost estimates made
now. Nonetheless, the intent that the system be self-supporting (and
actuarially sound) can be expressed in law by utilizing a contribution
schedule that, according to the intermediate-cost estimate, results in
the system being in balance or substantially close thereto.
The committee believes that it is a matter for concern if the

old-age, survivors, and disability insurance system shows any sig-
nificant actuarial insufficiency. Traditionally, the view has been
held that for the old-age and survivors insurance portion of the
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program, if such actuarial insufficiency has been no greater than 0.25
percent of payroll, when measured over perpetuity, it is at the point
where it is within the limits of permissible variation. The corre-
sponding point for the disability insurance portion of the system is
about 0.05 percent of payroll (lower because of the relatively smaller
financial magnitude of this program). Based on the recommendation
of the 1963-64 Advisory Council on Social Security Financing (see
app. V of the 25th Annual Report of the Board of Trustees of the
Federal Old-Age and Survivors Insurance Trust Fund and the Fed-
eral Disability Insurance Trust Fund, H. Doc. No. 100, 89th Cong.),
the cost estimates are now being made on a 75-year basis, rather than
on a perpetuity basis. On this approach, the margin of variation
from exact balance should be snmller-no more than 0.10 percent of
taxable payroll for the combined old-age, survivors, and disability
insurance program.

Furthermore, traditionally when there has been an actuarial insuffi-
ciency exceeding the limits indicated, any subsequent liberalizations
in benefit provisions were fully financed by appropriate changes in
the tax schedule or through raising the earnings base, and at the same
time the actuarial status of the program was improved.
The changes provided in the committee-approved bill are in con-

formity with these financing principles.
(c) Basic assumptionsfor cost estimates

(1) General basis for long-range cost estimates
Benefit disbursements may be expected to increase continuously

for at least the next 50 to 70 years because of such factors as the aging
of the population of the country and the slow but steady growth of
the benefit roll. Similar factors are inherent in any retirement pro-
gram, public or private, that has been in operation for a relatively
short period. Estimates of the future cost of the old-age, survivors
and disability insurance program are affected by many elements that
are difficult to determine. Accordingly, the assumptions used in the
actuarial cost estimates may differ widely and yet be reasonable.
The long-range cost estimates (shown for 1975 and thereafter)

are presented on a range basis so as to indicate the plausible varia-
tion in future costs depending upon the actual trends developing for
the various cost factors. Both the low- and high-cost estimates are
based on assumptions that are intended to represent close to full
employment, with average annual earnings at about the level pre-
vailing in 1963. The use of 1963 average earnings results in. con-
servatism in the estimate since the trend is expectedto be an increase
in average earnings in future years (as will be discussed subsequently
in item 5). In 1963, the aggregate amount of earnings taxable under
the program was $226 billion. Of course, when new workers enter
the labor force in years after 1963, the total taxable earnings increase
simply because of multiplying the larger number of covered workers
by the 1963 average earnings rates. In addition to the presentation
of the cost estimates on a range basis, intermediate estimates de-
veloped directly from the low- and high-cost estimates (by averaging
their components) are shown so as to indicate the basis for the financing
provisions.
The cost estimates are extended beyond the year 2000, since the

aged population itself cannot mature by then. The reason for this is
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that the number ,f births in the 1930's was very low as compared
with subsequent experience. As a result, there will be a dip in tle
relative proportion of the aged from( 1995 to about 2010, which would
tend to result; in low benefit costs for the old-age, survivors, and
disability insurance system during that period. For this reason the
year 2000 is by no( means a typical ultimate year insofar as costs s are
concerned.

(2) Afea.slurement of costs ini relatiion to taxable payroll
Ill general, the costs are shown as percentages of covered payroll.

This is the best measure of the financial cost of the program . Dollar
figures taken alone are misleading. For examplle, a higher earnings
level will increase not only the outgo of the system but also, and to
a greater extent, its income. The result is that the cost relative to
payroll will decrease. As an illustration of the foregoing points,
consider an individual who has covered earnings at a rate of $300
per month. Under the bill such an individual would have a primary
insurance amount of $112.40. If his earnings rate should increase
by 50 percent (to $450), lis primary insurance amount would l)e $146.
Under these conditions, the contributionslpayable with respect. to
his earnings would increase by 50 percent, butt his benefit rate would
increase by only 30 percent. Or to put it another way, when his
earnings rate was $300 per month, his primary insurance am1ou1nt
represented 37.5 percent of his earnings, whereas, when his earnings
increased to $45() per imonith, his primary insurance amlounlt relative
to his earnings decreased to 32.4 percetit.

(3) General basis for short-range cost estimates
The short-ranmge cost estimates (shown for the individual years

1965--72) are not presented on a range basis since-assumling a con-
tilnuation of present economic conditions---it is believed that the
demoilgraphic factors involved (such as mortality, fertility, retirement
rates, etc.) can be reasonably closely forecast, so that only it single
estimate is necessary. A gradual rise in the earnings level in the
future, paralleling that which has occurred in the past few years, is
assumed. As a result of this assumption, contribution income is
somewhat higher than if level earnings were assumed, while benefit
outgo is only slightly affected.

T'he cost estimates have been prepared( on the basis of the same
assumptions and methodology as tliose contained in the 25thl Annual
Report of the Board of Trustees (H-. Doc. No. 100, 89th Cong.).

(4) Level-cost concept
An important measure of long-range cost is the level-equivalent

contribution rate required to support the system for tlle next 75 years
(including not only ineeting the benefit costs and administrative
expenses, but also the maintenance of a reasonable contingency fund
during the period, which at the end of the period amounts to 1 year's
(isbursements), based on discounting at interest. If such at level
rate were adopted, relatively large accumulations in the old-age and
survivors insurance trust fund would result, and in consequence
there would be sizable eventual income from interest. Even though
such a method of financing is not :ollowed, this concept may be used
as a convenient measure of long-range costs. This is a valuable cost
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concept, especially in comparing various possible alternative plans
and provisions, since it takes into account the heavy deferred benefit
costs.

(5) future earnings assumption.
The long-range estimates for the old-age, survivors, and disability

insurance program are based on level-earnings assumptions, under
which earnings rates of covered workers by ago and sex will continue
over the next 75 years at the levels experienced in 1963. 'his,
howeverr, does not mean that covered payrolls are assumed to be the
same eacll year; rather, they are assumed to rise steadily as the
Population at the working ages is estimated to increase. If in the
future the earnings level should b)e considerably above that which now
prevails, and if the benefitss are adjusted upward so that the annual
costs relative to payroll will remain the same as now estimated for the
present system, then the increased dollar outgo resulting will offset
tile increased (ollar income. This is an ilplortant reason for con-
sidering costs relative to payroll rather than in dollars.

''he long-range cost estimates have not taken into account the pos-
sibility of a rise in earnings levels, although such a rise has character-
ized the past history of this country. If such an assumption were
used in the cost estimates, along with the unlikely assumption that
the benefits, nevertheless, would not be changed, the cost relative to
payroll would, of course, be lower.

It is important to note that the possibility that a rise in earnings
levels will produce lower costs of thle old-age, survivors, anid disability
insurance program in relation to payroll is a very important safety
factor in the financial operations of tils syst el. Tlie financing of
the system is based essentially on the intermediate cost estimate,
along with the assumption of level earnings; if experience follows the
high-cost assumptions, additional financing will be necessary. -Iow-
ever, if covered earnings increase in the future as in the past, the
resulting reduction in the cost of the program (expressed as a percent-
age of taxable payroll) will. more than offset the higher cost arising
under experience following the high-cost estimate. If the latter condi-
tion prevails, the reduction in the relative cost of the program coming
from rising earnings levels can be used to maintain the actuarial
soundness of the system, and any remaining savings can be used to
adjust benefits upward (to at lesser degree than the increase in the
earnings level). The possibility of future increases in earnings levels
should be considered only as a safety factor and not as a justification
for adjusting benefits upward in anticipation of such increases.

If benefits are adjusted currently to keep pace with rising earnings
trends as they occur, the year-by-year costs as a percentage of payroll
would be unaffected. If benefits are increased in this manner, the
level-cost of the program would be higher than now estimated, since,
under such circumstances, the relative importance of the interest
receipts of the trust funds would gradually diliinish with the passage
of time. If earnings and benefit levels do consistently rise, thorough
consideration will need to be given to the financing basis of the system
because then the interest receipts of the trust funds will not meet as
large a proportion of the benefit costs as would be anticipated if the
earnings level had not risen.
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(6) Interrelationship with railroad retirement system
An important element affecting old-age, survivors, and disability

insurance costs arose through amendments made to the Railroad
Retirement Act in 1951. These provide for a combination of railroad
retirement compensation and old-age, survivors, and disability insur-
ance covered earnings in determining benefits for those with less than
10 years of railroad service (and also for all survivor cases).

Financial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust
fund are to be placed in the same financial position in which they
would have been if railroad employment had always been covered
under the program. It is estimated that over the long range the
net effect of these provisions will be a relatively small loss to the old-
age, survivors, and disability insurance system since the reimburse-
ments from the railroad retirement system will be somewhat smaller
than the net additional benefits paid on the basis of railroad earnings.

(7) Reimbursement for costs of military service wage credits
Another important element affecting the financing of the program

arose through legislation in 1956 that provided for reimbursement
from general revenues for past and future expenditures in respect to
the noncontributory credits that had been granted for persons in
military service before 1957. The cost estimates contained here
reflect the effect of these reimbursements (which are included as con-
tributions), based on the assumption that the required appropriations
will be made in the future in accordance with the relevant provisions
of the committee-approved bill. These reimbursements would be
made on the basis of constant annual amounts (although adjusted in
accordance with actual experience) over the next 50 years, rather than
on the basis of the actual disbursements each year, as under present
law.
(d) Actuarial balance of program in past years

(1) Status after enactment of 1952 act
The actuarial balance under the 1952 act I was estimated, at the

time of enactment, to be virtually the same as in the estimates made
at the time the 1950 act was enacted, as shown in table G. This
was the case, because the estimates for the 1952 act t6ok into con-
sideration the rise in earnings levels in the 3 years preceding the enact-
ment of that act. This factor virtually offset the increased cost due
to the benefit liberalizations made. New cost estimates made 2 years
after the enactment of the 1952 act indicated that the level-cost (i.e.,
the average long-range cost, based on discounting at interest, relative
to taxable payroll) of the benefit disbursements and administrative
expenses was somewhat more than 0.5 percent of payroll higher than
the level-equivalent of the scheduled taxes (including allowance for
interest on the existing trust fund).

I The term "1952 act" (and similar terms) is used to designate the system as It existed after the enactment
of the amendments of that year.
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TABLE G.-Actuarial balance of old-age, survivors, and disability insurance program

under various acts for various estimates, intermediate-cost basis
IPercent]

Level-equivalent I
Date of est-

Legislation mate
Benefit Contrlbu- Actuarial
costs I tions balance I

Old-age, survivors, and disability insurance 4

193 act --.------. -----.--------.----.--------. 1936 5. 6 5.36 0 00
1939 act-.---..-------.-----.. ------------.- 1939 6. 22 5.30 +0 08
1939 act (as amended in the 1940's) .---.-------- 1950 4.46 3.98 - 47
1960 act.............. . ...-------- ------- 1950 6.20 6.10 - 10
1950 act...-------------------...---.--. --- 1952 5.49 5. 90 . 41
1952 act ....----.---. -------....----------.. 1952 6.00 . 90 - 10
1962 act -----....--.......---.....------------ 1954 6.62 6.05 - 67
1964 act..-....-.......^... ..-......----.--. 1954 7.50 7,12 -.38
1964 act..-----------------. --------------- 1956 7, 46 7.29 - 16
1956 ast- ------------------------------- 196 7.85 7.72 -. 1
1966 act-----------.---.--.-----.---------- 1968 8,26 7,88 - 42
198 act ......................................... 198 8.76 8. 2 - 24
1958 act ...---------.--------------............. 1960 8.73 8, 68 - 05
1960 act --------.-----------------------. 1960 8.98 8.68 - 30
1961ract--.. -------.-------...--.........-... 1961 9.35 9. 05 - 30
1961 act .--..-------------------.... ------ 1963 9.33 9.02 - 31
1961 act (perpetuity basis) ----..--.----------- 1964 9,36 9.12 -24
1961 act (75-year basis) -....................... 1964 9. 09 9,10 + 01
1966 bill (House) ..--------.....- -----------.- 1965 9,44 9.36 - 08
1965 bill (Senate committee)----.-------------- 1965 9. .1 -. 10

Old-age and survivors insurance

1956 act ...-- ......-....-.............-
1956 act .--- ......-................--.
1958 act ..-- .. ... .. . ............---

1968 act ----..---------- --- ....--.----
1960 act..---....-........---............-----
1961 act-.,...............-...........---..-
1961 act------.--...... --.-----...--..-
1961 act (perpetuity basis)--.....-----------
1961 act (76-year basis)...-- ---..............
1965 blll (ouse)......................--
1966 bill (Senate committee).-..---...........

1956 7. 43 7. 23 -. 20
1968 7.90 7. 33 -, 57
1958 8. 27 8.02 -. 26
1960 8.38 8,18 -.20
1960 8. 42 8.18 - 24
1961 8.79 8.66 -. 24
1963 8.69 8.52 -.17
1964 8.72 8.62 - 10
1964 8.46 8.60 +.14
1965 8.7 8 .861 -.12
1965 8.93 8.81 -.12

Disability insurance 4

1966 act-- ---.----------------------------- 1966 0.42 049 +0.07
19o5 act ---.--.--.-----.---------------- 1968 ,35 60 +. 1
1958 act --..--------..----.---------.------- 1958 ,49 60 +.01
1958 act--..---.--- ----------------------- 1960 .35 60 ,16
190( act---...--......-- ..----.-----------..-------- 1960 6 0 06
1961 act -- .----- ----.---------..----- ----- 1961 ,66 60 -06
1961 act -------- ------------------------- 1963 .4 60 -,14
1961 act (perpetuity basis) .--.-------------- 1064 ,64 60 -,14
1961 act (76-year basis) -- ...-----------------. 1964 ,63 .50 -,13
1965 bill (ouse)---- ...-------- -------------- 196 .71 5 04
1965 bill (Senate committee) - ------------ 1966 .68 .70 02

I Expressed as a percentage of effective taxable payroll, including adjustment to reflect the lower con-
tributfon rate for the self-employed as compared with the combined employer-employee rate. Estimates
prepared before 1964 are on a perpetuity basis, while those prepared after 1964 are on a 76-year basis. The
estimates prepared in 1964 are on both bases (see text).

2 Including adjustments (a) to reflect the lower contribution rate for the self-employed as compared with
the combined employer-employee rate, (b) for the Interest earnings on the existing trust fund (c) for ad-
ministratlve expense costs, and (d) for the net cost of the financial Interchange provisions with the rail-
road retirement system.

3 A negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more
than sufficient financing, according to the particular estimate.

4 The disability insurance program was inaugurated in the 1956 act so that all figures for previous legisla-
tion are for the old-age and survivors insurance program only.

» The major changes being in the revision of the contribution schedule; as of the beginning of 1950, the
ultimate combined employer-employee rate scheduled was only 4 percent.
NOTZ.-The figures for the 1960 act and for the 1952 act according to the 1952 estimates have been revised

as compared with those presented previously, so as to place them on a comparable basis with the later
figures.

9.869604064

Table: Table G.--Actuarial balance of old-age, survivors, and disability insurance program under various acts for various estimates, intermediate-cost basis
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(2) Status after enactment of 1954 act
--Under the 1954 act, the increase in the contribution schedule met
all the additional cost of the benefit changes and at the same time
reduced substantially the actuarial insufficiency that the then-current
estimates had indicated in regard to the financing of the 1952 act,

(3) Status after enactment of 1956 act
The estimates for the 1954 act were revised in. 1956 to take into

account the rise in the earnings level that had occurred since 1951-52,
the period that had been used for the earnings assumptions for the
estimates made in 1954. Taking this factor into account reduced thle
lack of actuarial balance under the 1954 act to the point where, for
all practical purposes, it was nonexistent. The benefit changes made
by the 1956 amendments were fully financed by the increased con-
tribution income provided. Accordingly, the actuarial balance of the
system was unaffected.

Following the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
1956-57, there were very considerable numbers of retirements from
among the groups newly covered by the 1954 and 1956 amendments, so
that benefit expenditures ran considerably higher than had previously
been estimated. Moreover, the analyzed experience for the recent
years of operation indicated that retirement rates had risen or, in other
words, that the average retirement age had dropped significantly.
This may have been due, in large part, to the liberalizations of the
retirement test that had been made in recent years-so that-aged
persons were better able to effectuate a smoother transition from full
employment to full retirement. The cost estimates made in early
1958 indicated that the program was out of actuarial balance by
somewhat more than 0.4 percent of payroll.

(4) Status after enactment of 1968 act
'rhd 1958 amendments recognized this situation and provided laddi-

tional financing for the program-both to reduce tle lack of actuarial
balance and also to finance certain benefit liberalizations made. In
fact, one of the stated purposes of tile legislation was "to improve the
actuarial status of the trust funds." This was accomplished by
introducing an immediate increase (in 1959) in tile combined employer-
employee contribution rate, amounting to 0.5 percent, and by advanc-
ing the subsequently scheduled increases so that they would occur at
3-year intervals (beginning in 1960) instead of at 5-.year intervals.
The revised cost estimates made in 1958 for the disability insurance

program contained certain modified assumptions that recognized the
emerging experience un(ler the new program. As a result, the moderate
actuarial surplus originally estimated was increased somewhat, and
most of this was used in the 1958 amendments to finance certain
benefit liberalizations, such as inclusion of supplemental benefits for
certain dependents and modification of the insured status require-
ments.

(5) Status after enactment of 1960 act
At the beginning of 1960, the cost estimates for the old-age, sur-

vivors, and disability insurance system were reexamined and were
modified in certain respects. The earnings assumption had previously

132



SOCIAL SECURITY AMENDMENTS OF 1965

been based on the 1956 level, and this was changed to reflect the
1959 level. Also, data first became available on the detailed opera-tions of the disability provisions for 1956, which was the first full
year of operation that did not involve picking up "backlog" cases.
It was found that the number of persons who meet the insured status
conditions to be eligible for these benefits had been significantly over-
estimated. It was also found that the disability incidence experiencefor eligible women was considerably lower than had been originallyestimated, although the experience for men was very close to the
intermediate estimate. Accordingly, revised assumptions were made
in regard to the disability insurance portion of the program. As a
result, the changes made by the 1960 amendments could, accordingto the revised estimates, be made without modifying the financing
provisions.

(6) Status after enactment of 1961 act
The changes made by the 1961 amendments involved an increased

cost that was fully met by the changes in the financing provisions
(namely, an increase in the combined employer-employee contri-
bution rate of one-fourth of 1 percent, a corresponding change in the
rate for the self-employed, and an advance in the year when the ulti-
mate rates would be effective-from 1969 to 1968). As a result, the
actuarial balance of the program remained unchanged.
Subsequent to 1961, the cost estimates were further reexamined

in the light of developing experience. The earnings assumption was
changed to reflect the 1963 level, and the interest rate assumption
used was modified upward to reflect recent experience. At the same
time, the retirement rate assumptions were increased somewhat to
reflect the experience in respect to this factor. The further develop-
ing disability experience indicated that costs for this portion of the
program were significantly higher than previously estimated (because
benefits are not being terminated by death or recovery as rapidly as
had been originally assumed). Accordingly, the actuarial balance of
the disability insurance program was shown to be in an unsatisfactory
position, and this has been recognized by the Board of Trustees, who
recommended that the allocation to this trust fund should be increased
(while, at the same time, correspondingly decreasing the allocation to
the old-age and survivors insurance trust fund, which under present
law.is estimated to be in satisfactory actuarial balance even after such
a reallocation).
(e) Intermediate-cost estimates

(1) Purposes of intermediate-cost estimates
The long-range intermediate-cost estimates are developed from the

low- and high-cost estimates by averaging them (using the dollar esti-
mates and developing therefrom the corresponding estimates relative
to payroll). The intermediate-cost estimate does not represent the
most probable estimate, since it is impossible to develop any such
figures. Rather, it, has been set down as a convenient, and readily
available single set of figures to use for comparative purposes.
The Congress, in enacting the 1950 act and subsequent legislation,

was of the belief that the old-age, survivors, and disability insurance
program should be on a completely self-supporting basis and actuari-
ally sound. Therefore, a single estimate is necessary in the develop-
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ment of a tax schedule intended to make the system self-supporting.
Any specific schedule will necessarily be somewhat different from
what will actually be required to obtain exact balance between con-
tributions and benefits. This procedure, however, does make the
intention specific, even though in actual practice future changes in
the tax schedule might be necessary. Likewise, exact balance cannot
be obtained from a specific set of integral or rounded tax rates increas-
ing in orderly intervals, but rather this principle of self-support should
be aimed at as closely as possible.

(2) Interest rate used in cost estimates
The interest rate used for computing the level-costs for the com-

mittee-approved bill is 32 percent for the intermediate-cost estimate
This is somewhat above the average yield of the investments of the
trust funds at the end of 1964 (about 3.13 percent), but is below the
rate currently being obtained for new investments (about 4% percent).

(S) Actuarial balance of OASDI system
Table G has shown that according to the latest cost estimates made

for the 1961 act there is an almost exact actuarial balance for the
combinedold-age, survivors, and disability insurance system, but that
there is a deficit of 0.13 percent of taxable payroll for the disability
insurance portion, and a favorable balance of 0.14 percent of taxable
payroll for the old-age and survivors insurance portion.
Under the committee-approved bill, the benefit changes proposed

would be approximately financed by the increases in the contribution
rates and the earnings base.

Table H traces through the change in the actuarial balance of the
system from its situation under the 1961 act, according to the latest
estimate, to that under the committee-approved bill, by type of major
changes involved, while table I gives similar data for the committee-
approved bill as compared with the House-approved bill.
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TABLE H.-Changes in actuarial balance of old-age, survivors, and disability

insurance system, expressed in terms of estimated level-cost as percentage of taxable
payroll, by type of change, intermediate-cost estimate, present laws and committee-
approved bill, based on 3.60 percent interest

[Percent)

Old-age and Disability Total
Item survivors insurance system

insurance

Actuarial balance of present system--..................-----.-- +0.14 -0.13 +0.01

Earnings base Increase from $4,800 to $6,600- ...---.-------- +. 61 +. 04 .5
Revised contribution schedule . - ..... ----.------- +. 18 +.20 . 38
Extensions of coverage-..--..----...... : ...-- . +.03 .----------.- . +.037-percent benefit increase ---------- ...---...--..---.....---.....-.. -.9 .06 -

Earnings test liberalization --...........-..----- ---- -.27 -.01 -.28
Child's benefits to age 22 if in school -------.--.----...-----. - 10 -.02 - 12
Reduced widow's benefits at age 60 ..........................................----------
T)isability definition revision ....--.....-....----- ...------.........-------------------- - -. 01 - 01
Transitional insured status for certain persons aged 72 and over. -, 01 .---------.- -, 01
Broader definition of "child" 4- .------- ........- ............-- -.01 ------------ - 01

Total effect of changes in bill ................... ...--..--. 26 +. 1 -. 11
Actuarial balance under bill ----------..--. .------------ - . -12 +. 02 -.10

t Includes also the effect of the minimum increase of $4 in the primary insurance amount. The 7-percent
increase does not apply beyond the first 400 of average monthly wage; the same benefit factor underlying
present law for average monthly wages in excess of $110 applies for that portion of the average monthly wage
above .40

' Includes also the cost of the provisions for paying benefits to certain divorced women.
I Includes also the cost of the provision for permitting the payment of disability benefits after the Indi-

vid(ual has first become entitled to some other benefit and the savings arising from the offset provision when
workmen's compensation benefits are also payable.

4 Includes also the cost of the provision for paying child's benefits with respect to children disabled at
ages 18 to 21.

TABLE I.-Changes in actuarial balance of old-age, survivors, and disability insurance
system, expressed in terms of estimated. level-cost as percentage of taxable payroll,
by type of change, intermediate-cost estimate, House-approved bill and committee-
approved bill, based on 3.60 percent interest

[Percent)

Old-age and Disability Total
Item survivors insurance system

insurance

Actuarial balance under House-approved bill.------------- -0.12 +0 04 -0. 08

Earnings base increase to $6,600 effective in 1966.------------- +.03 -------.- -.. 03
Revised contribution schedule (see (b)(1))-------------------- +.16 -------------. +.16
Revised allocation to DI trust fund (see (b)(1)).---------.-- ------- 0 -. ..--------

Earnings test liberalization ............------....--------.... -.23 -.01 -.24
Changes in disability definition I..... ..........-------..............- . +. 04
Broader definition of "child" ..............---.- .------ -. 01------ -01--01

Total effect of changes in committee-approved bill ..--- .00 -.02 -.02
Actuarial balance under committee-approved bill-----.--- . .12 +. 02 -.10

I Includes also the savings arising from the offset provision when workmen's compensation benefits are
also payable.

2 Includes also the cost of the provision for pas.ig child's benefits with (respect to children disabled
at ages 18 to 21.

The changes made by the committee-approved bill would reason-
ably maintain the actuarial position of the old-age, survivors, and
disability insurance system. The estimated favorable actuarial bal-
ance of 0.01 percent of taxable payroll for the present system would
be slightly changed-to a lack of balance of 0.10 percent, which is the
established limit within which the system is considered substantially
in actuarial balance.

9.869604064

Table: Table H.--Changes in actuarial balance of old-age, survivors, and disability insurance system, expressed in terms of estimated level-cost as percentage of taxable payroll, by type of change, intermediate-cost estimate, present laws and committee-approved bill, based on 3.50 percent interest


Table: Table I.--Changes in actuarial balance of old-age, survivors, and disability insurance system, expressed in terms of estimated level-cost as percentage of taxable payroll, by type of change, intermediate-cost estimate, House-approved bill and committee-approved bill, based on 3.50 percent interest
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It should be emphasized that in 1950 and in subsequent amend-
ments, the Congress did not recommend that the system be financed
by a high-level tax rate in the future, but rather recommended an
increasing schedule, which, of necessity, ultimately rises higher than
such a level rate. Nonetheless, this graded tax schedule will produce
a considerable excess of income over outgo for many years so that a
sizable trust fund will develop, although not as large as would arise
under an equivalent level tax rate. This fund will be invested in
Government securities (just as is also the case for the trust funds of
the civil service retirement, railroad retirement, national service life
insurance, and U.S. Government life insurance systems). The re-
sulting interest income will help to bear part of the higher benefit
costs of the future.

(4) Level-costs of benefits, by type
The level-cost of the old-age and survivors insurance benefits

(without considering administrative expenses and the effect of interest
earnings on the existing trust fund) under the 1961 act, according to
the latest intermediate-cost estimate, is about 8.51 percent of taxable
payroll on the 75-year basis and the corresponding figure for the
program as it would be modified by the comllittee-approved bill is 8.94
percent. The corresponding figures for the disability benefits are 0.62
percent for the 1961 act and 0.67 percent' for the colmmittee-approved
bill.
Table J presents the benefit costs for the old-age, survivors, and

disability insurance system as it would be after enactment of the
committee-approved bill, separately for each of tie various types of
benefits.
TABLE J.-Estimated level-cost of benefit payments, administrative expenses, and

interest earnings on existing trust fund under the old-age, survivors, and disability
insurance system, after enactment of committee-approved bill, as percentage of tax-
able payroll,1 by type of benefit, intermediate-cost estimate at 3.60 percent interest

[Percent]

Old-age and D)isability
Item survivors Insurance

insurance

Primary benefits---..--..--.........-------------- ----------..--------- 6. 37 o. 64
Wife's benefits--.--......--.---------------. ----.-- ------------. .------.----- 61 .04
Widow's benefits-....-------- ---..---------..-- ...--..----.---...---.. 1 11 (2)
Parent's benefits ,..-..-- .....------..---------------.--.-------.---------- 01 (2)
Child's benefits ....--- .--- ,..----.-.----.---- -- ---------------- ---- . 07 . (M
Mother's benefits-..-..- .........------------ - -----------.--------.----..- - (2)
Lumipsum death payments..--...--..--..............------------------ 11 (2)

Total benefits--- ....---..--.---------------.--...-------------- 8.94 . 07
Administrative expenses . .......--.--...-......--..----------------... .13 .03
Railroad retirement financial Interchange ...-..-..-.. ....--.. -..- .04 .(0)
Interest on existing trust fund .. ....---...---..--..--.--------- ..---------. -, 18 -.02

Net total level-cost....- .......----.-----------.----.--- -----..-...---8.93 .68

I Including adjustment to reflect the lower contrl)utoln rate for the self-employed as compared withIl h
combined employer.employee rate.

2 This typo of benefit is not payable under this program.
3 This item Includes reimbur.sement for additional cost of noncontrilutory credit for military service

and is taken as an offset to the bentleit and administrative expense costs,

The level contribution rate equivalent to the graded schedule in
the law may be computed in the same manner as level-costs of benefits.

9.869604064

Table: Table J.--Estimated level-cost of benefit payments, administrative expenses, and interest earnings on existing trust fund under the old-age, survivors, and disability insurance system, after enactment of committee-approved bill, as percentage of taxable payroll,1 by type of benefit, intermediate-cost estimate at 3.50 percent interest
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These are shown in table G, as are also figures for the net actuarial
balances.

(5) OASI income and outgo in near future
Under the committee-approved bill, old-age and survivors insurance

benefit disbursements for the calendar year 1965 will be increased by
about $1.3 billion, since the effective dates for the benefit changes are
January 1965 for the 7-percent benefit increase and child's benefits to
age 22 while in school, and the second month after the month of
enactment for most of the other changes. There will, of course, be no
additional income during 1965, since the contribution rate increases
and the change in the earnings base are effective on January 1, 1966.

In calendar year 1965, benefit disbursements under the old-age and
survivors insurance system as modified by the committee-approved
bill will total about $17.0 billion. At the same time, contribution
income for old-age and survivors insurance in 1965 will amount to
about $16.0 billion under the committee-approved bill, the same as
under present law. Thus, benefit outgo under the committee-
approved bill will exceed contribution income by about $1.0 billion,
whereas under present law, contribution income is estimated to ex-
ceed benefit outgo by about $370 million. The size of the old-age
and survivors insurance trust fund under the committee-approved
bill will, on the basis of this estimate, decrease by about $1.2 billion in
1965 (interest receipts are somewhat less than the outgo for admin-
istrative expenses and for transfers to the railroad retirement account);
under present law, it is estimated that this trust fund would increase by
about $250 million as between the beginning and the end of 1965.

In 1966, benefit disbursements under the old-age and survivors
insurance system as it would be modified by the committee-approved
bill will be about $18.8 billion, or an increase of about $2.4 billion
over present law. Contribution income for old-age and survivors
insurance under the committee-approved bill for 1966 will be $18.8
billion, or about $0.4 billion more than under present law. Accord-
ingly, in 1966, contribution income and benefit outgo will be about
the same under the committee-approved bill. There will be an excess
of contributions over benefit outgo of about $600 million in 1967 and
about $500 million in 1968.
Under the system as modified by the committee-approved bill,

according to this estimate, the old-age and survivors insurance trust
fund will be about $270 million lower at the end of 1966 than at the
beginning of the year. It will then increase by about $240 million
in 1967 and $220 million ill 1968, reaching $18.1 billion at the end of
1968. In the next 2 years, as a result of the scheduled increase in
the contribution rate 3in 1969, the trust fund will increase by about
$3 to $4 billion each year.

(6) DI income and outgo in near future
Under the disability insurance system, as it, would be affected by

the committee-aplproved bill in calendar year 1965, benefit disburse-
ments will total about $1,600 million (or about $130 million more than
lulder present law), and there will be an excess of benefit disburse-
mlents over contribution income of about $410 million. In 1966 and
the years immediately following, contribution income will be well in
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excess of benefit outgo (as a result of the increased allocation to this
trust fund, and the increased taxable earnings base, as provided by
the committee-approved bill).
The disability insurance trust fund is estimated to decrease by about

$470 million in 1965 under the committee-approved bill, as compared
with a corresponding decrease of about $330 million under present
law; the greater decrease results primarily from the retroactive 7-
percent benefit increase. The trust fund at the end of 1966 will be
about the same size as at the beginning of the year, but after 1966 it
will increase in every year.

(7) Increases in benefit disbursements in 1966, by cause
The total benefit disbursements of the old-age, survivors, and disa-

bility insurance system would be increased by about $2.6 billion in
1966 as a result of the changes that the committee-approved bill would
make. Of this amount, about $1.5 billion results from the 7-percent
benefit increase, $195 million from the benefit payments to children
aged 18-21 who are in full-time school attendance, $165 million
from the benefit payments to widows aged 60-61, $140 million from
the liberalization of the insured-status provisions for certain persons
aged 72 and over, $40 million from the liberalization of the definition
of disability, $590 million from the liberalization of the earnings test
(the corresponding figure-for this change for subsequent years will be
about 25 percent higher), $10 million for the broader definition of
"child," and $10 million for paying benefits to children disabled at
ages 18-21.

(8) Long-range operations of OASI trustfund
Table K gives the estimated operation of the old-age and survivors

insurance trust fund under the program as it would be changed by
the committee-approved bill for the long-range future, based on the
intermediate-cost estimate. It will, of course, be recognized that the
figures for the next two or three decades are the most reliable (under
the assumption of level-earnings trends in the future) since the popu-
lations concerned-both covered workers and beneficiaries-are al-
ready born. As the estimates proceed further into the future, there
is, of course, much more uncertainty-if for no reason other than the
relative difficulty in predicting future birth trends-but it is desirable
and necessary nonetheless to consider these long-range possibilities
under a social insurance program that is intended to operate in
perpetuity.
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TABLE K.-Progress of old-age and survivors insurance trust fund under system as

modified by committee-approved bill, intermediate-cost estimate at 3.50 percentinterest 3
[In millions]

Railroad Balance
Contribu- Benefit Admins- r Interest in fundCalendaryara ents rative fiaial on fund at end ofexpenses inter-changes year

1951 .............. .......
1952.....------..............
1953... ......--.........
1954 ....-.-........---..--.-
1955...... .......-. ...-

1956......-.... ............
1957...--- ---- .-------

1958 ..-..- .. ....

1959...--..-------..--..--.-.
1960 .....3............ ....

19610....-------..4--- -.. ...

192 ........................-
1963 ...- ......-......-.-.

190.....9.......
1964 ......... ............

1969..........................

197 -....................

1967..--------------------.- ------

1972- .....----.-.-----.....--

1969------------.-.------------
1970...--.-..-...-..-.....-..--
1971 ---..----------------------

1972 .-.-----------.-.-.--------

1975-------..-.-----------.-----
1980...-.....--....-...........1990..........................-
2000 ....................
2025--....-- -----------

Actual data

$3,367 $1,886 $81 -.------ $417 $15,540
3,819 2,194 88 -...-. . 366 17,442
3, 945 3,006 88 414 18,707

, 163 3,670 92 -$21 447 20,5765,713 4,968 119 -7 454 21,6636,172 , 715 132 -5 526 22, 519
6,826 7,347 162 -2 556 22,393
7,566 8,327 194 124 552 21, 84
8,052 9,842 184 282 532 20,14110,86 10, 677 203 318 516 20,32411,286 11,862 239 332 548 19,725
12,059 13, 356 256 361 526 18, 337
14,541 14,217 281 423 521 18,480
15,689 14,914 296 403 569 19,125

Estimated data (short-range estimate)

$16, 014 $16,987 $351 $436 $571 $17,936
18,834 18,824 377 445 M10 17,664
20,40 19,874 363 532 566 17,901
21,264 20,771 369 483 683 18,125
25,164 21,666 377 499 60 21,407
26, 676 22, 68 385 487 817 2,460
27,522 23, 483 393 457 991 29,640
28,414 24,406 401 455 1,171 33,963

Estimated data (long-range estimate)

$29,144
31,456
36,002
41,759
51,816

$26, 144
29,179
37, 145
41,571
63,179

$390
431
510
559
769

$319
135
-21
-77
-107

$1,192
1,873
2, 632
3,144
3,766

$39,485
59,260
80,723
96,999
111, 683

I Not including amounts In the railroad retirement account to the credit of the old-age and survivors
insurance trust fund. In millions of dollars, these awnounted to $377 for 1953, $284 for 1954, $163 for 1955, $60
for 1956, and nothing for 1957 and thereafter.

2 A negative figure indicates payment to the t ust fund from the railroad retirement account, and a posi-
tive figure indicates the reverse.

3 An interest rate of 3.50 percent is used In determining the level-costs, but in developing the progress of
the trust fund a varying rate in the early years has been used, which is equivalent to such fixed rate.

4 These figures are artificially high because of tlhe method of reimbursements betweenC tills trust fund and
t ie disability insurance trust fund (and, likewise, the figure for 1959 is too low).
NoTE.-Contributions include reimbursement for additional cost of noncontributory credit for militaryservice.

In every year after 1965 for the next 20 years, contribution income
under the system as it would be modified by the committee-approved
bill is estimated to exceed old-age and survivors insurance benefit
disbursements. Even after the benefit outgo curve rises ahead of the
contribution-income curve, the trust fund will nonetheless continue to
increase because of the effect of interest earnings (which more than
meet the administrative expense disbursements and any financial

9.869604064

Table: Table K.--Progress of old-age and survivors insurance trust fund under system as modified by committee-approved bill, intermediate-cost estimate at 3.50 percent interest3
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interchanges with the railroad retirement program). As a result, this
trust fund is estimated to grow steadily under the long-range cost
estimate (with a level-earnings assumption), reaching $39 billion in
1975, $59 billion in 1980, and over $95 billion at the end of this
century. In the very far distant future, namely, in about the year
2015, the trust fund is estimated to reach a maximum of about $150
billion.

(9) Long-range operations of )I trustfund
The disability insurance trust fund, under the program as it would

be changed by the committee-approved bill, grows slowly but steadily
after 1966, according to the intermediate long-range cost estimate, as
shown by table L. In 1975, it is shown as being $3.7 billion, while in
1990, the corresponding figure is $8.1 billion. There is a small excess
of contribution income over benefit disbursements for every year
after 1965.

TABLn L.-Progress of disability insurance trust fund under system as modified by
committee-approved bill, intermediate-cost estimate at 3.50-percent interest 1

[In millions]

Railroad Balance
Contrlbu- Benefit Adminis- retirement Interest In fund

Calendar year tons payments tratlve financial on fund I at end of
expenses inter. year

change s

Actual data

1967 .-----.----.------------ $702 $67 '$3 ..- ------ $7 $649
1958 --------------------- - 968 249 8 12 ......---- 25 1,379
19 ..---------------------- 891 467 60 -$22 40 1,825
1960--.-------------. ------- 1,010 668 36 -6 63 2,289
1961 -----.--- --------.1,--038 887 64 5 66 2,437
1962 .------------------1-,046 1,106 66 11 68 2,368
1963------------------------- 1099 1,210 68 20 66 2,235
1964----------------------- 1,164 1,309 79 19 64 2,047

Estimated data (short-range estimate)196......----.---------- - $1,187 $1,6998$8$24 $51 $1,77
1966 --------------------. 1,820 1,730 102 25 47 1,687
1967 ----------------------. 2,049 1,824 108 28 60 1,726
1968 --------------------- 2,133 1,898 112 21 66 1,883
1969---------------------- 2,208 1, 96 116 24 81 2, 04
1970---------------------- 2,283 2,014 119 26 67 2,245
1971 .--------.----------. 2,357 2,066 122 29 76 2,460
1972 - -------- ----------- 2, 434 2,114 125 31 84 2,708

Estimated data (long-range estimate)

1976... ---.------------ - $2, 249 $2,053 $100 -$3 $117 $3,704
1980-... ---------------- --- 2,427 2, 244 103 -11 16 4, 873
1990..------------- -------- 2,779 2,616 104 -13 264 8,139
20(00--.--..----- .--- 3, 223 2, 962 116 -13 462 13,747
2026 ...----------------- - 4,000 4,047 161 -13 897 26,80

I An Interest rate of 3,60 percent Is used in determining the level-costs, hut In developing the progress
of the trust fund a varying rate In the early years has been used, which is equivalent to such fixed rate.

' A negative figure Indicates payment to the trust fund from the railroad retirement account, and a posi-
tive figure indicates the reverse.

These figures are artificially low because of tho method of reimbursements between the trust fund and
the old-age and survivors insurance trust fund (and, likewise, the figure for 1959 is too high).
NoTr.--Contributions include reimbursement for additional cost of noncontrlbutory credit for military

service.

9.869604064

Table: Table L.--Progress of disability insurance trust fund under system as modified by committee-approved bill, intermediate-cost estimate at 3.50-percent interest1
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(f) Cost estimates on range basis
(1) Long-range operations of trust funds

Table M shows the estimated operation of the old-age and survivors
insurance trust fund under the program as it would be changed by
the committee-approved bill for low- and high-cost estimates, while
table N gives corresponding figures for the disability insurance trust
fund.
Under the low-cost estimate, the old-age and survivors insurance

trust fund builds up quite rapidly and in the year 2000 is shown as
being about $270 billion and is then growing at a rate of about $16
billion a year. Likewise, the disability insurance trust fund grows-
steadily under the low-cost estimate, reaching about $9 billion in
1980 and $34 billion in the year 2000, at which time its annual rate
of growth is about $2 billion. For both trust funds, under these
estimates, benefit disbursements do not exceed contribution income
in any year after 1965 for the foreseeable future.

T'l.\NE M.-Estimated progress of old-age and survivors insurance trust fund under
system as modified by committee-approved bill, low- and high-cost estimates

(In millions]

Railroad Balance
Contrlbu- nelmit Admtiis. retirement Interest In fund(anleilar year tiol payments trtlve yinii a on Ifund 2 at eid ofLexl llses llntter-

changeyIr

Low-cost estimate

1976- ..-...- ......
1980. ... ..... . .-..
1990 .-----------.. .....

2000 ...-. ..-.... -. .....-

$2, 769 $24, 656 $361 $299 $1, 603 $49, 407
32,443 28,331 398 10 2,738 80, 513
38,394 35,366 469 -51 5,26 150,470
45,770 38,962 615 -112 9,417 267,643

High-cost estimate

1976. ...-.-...----... --.... $28, 628 $25, 633 $418 $339 $872 $29,985
1980............ ..... . 30,470 3, 027 4641 1,171 39,110
1990. ------ 33,611 38,924 650 9 443 16,018
2000.-.....------------------ 37, 742 44,180 603 -42 (1) (a )

I A negative figure indicates payment to the trust fund from the railroad retirement account, and a positive
figure Indicates the reverse.

2 At Interest rates of 3.76 percent for the low-cost estimate and 3.25 percent for the high-cost estimate.
3 Fund exhausted In 1993.
NoTE.-Contributions Include reimbursement for additional cost of noncontributory credit for military

service.

9.869604064

Table: Table M.--Estimated progress of old-age and survivors insurance trust fund under system as modified by committee-approved bill, low- and high-cost estimates
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TABLE N.-Estimated progress of disability insurance trust fund under system as
modified by committee-approved bill, low- and high-cost estimates

[In millions]

Railroad Balance
Contribu- Benefit Adminis- retirement Interest in fund

Calendar year tions payments trative financial on fund 2 at end of
expenses inter- year

change

Low-cost estimate

1975...- .--.......-- ...--

1980.........-..- . ... ..--.-
1990....------.--------.
2000 .-- .-.-- - - -...-------

$2, 296 $1,914 $91 -$6 $197 $5, 782
2, 5 2,080 92 -15 301 8,699
2,963 2, 323 91 -18 628 17, 881
3,532 2,773 100 -18 1,195 33,684

High-oost estimate

1975 ....------------------ . $2, 202 $2, 192 $109 0 $4 $1, 46
190.-----------..------ - 2, 52 2,408 113 -$7 29 1044
1990.---.----------------------2,594 2,709 116 -8
2000...--------. ..---------- 2,913 3,150 -81 (*

I A negative figure indicates payment to the trust fund from the railroad retirement account, and a posi-
tive figure indicates the reverse.2 At interest rates of 3.76 percent for the low-cost estimate and 3.25 percent for the high-cost estimate.

s Fund exhausted in 1986.
NoTr.--Contributions include reimbursement for additional cost of noncontributory credit for military

service.

On the other hand, under the high-cost estimate the old-age and
survivors insurance trust fund builds up to a maximum of about
$40 billion in about 15 years, but decreases thereafter until it is ex-
hausted somewhtebefore the year 2000. Under this estimate, benefit
disbursements from the old-age and survivors insurance trust fund are
lower than contribution. income during all years after 1969 and
before 1981.
As to the disability insurance trust fund, under the high-cost

estimate, in the early years of operation the contribution income is
about the same as the benefit outgo. Accordingly, the disability
insurance trust fund, as shown by this estimate, will be about $1.5
billion during the first few years after 1965 and will then slowly
decrease until it is exhausted in 1985.
The foregoing results are consistent and reasonable, since the system

on an intermediate-cost-estimate basis is intended to be approximately
self-supporting, as indicated previously. Accordingly, a low-cost
estimate should show that the system is more than self-supporting,
whereas a high-cost estimate should show that a deficiency would arise
later on. In actual practice, under the philosophy in the 1950 and
subsequent acts, as set forth in the committee reports therefor,
the tax schedule would be adjusted in future years so that none of the
developments of the trust funds shown in tables M and N would ever
eventuate. Thus, if experience followed the low-cost estimate, and if
the benefit provisions were not changed, the contribution rates would
probably be adjusted downward-or perhaps would not be increased
in future years according to schedule. On the other hand, if the
experience followed the high-cost estimate, the contribution rates
would have to be raised above those scheduled. At any rate, the
high-cost estimate does indicate that, under the tax schedule adopted,

9.869604064

Table: Table N.--Estimated progress of disability insurance trust fund under system as modified by committee-approved bill, low- and high-cost estimates
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there will be ample funds to meet benefit disbursements for several
decades, even under relatively high-cost experience.

(2) Benefit costs in future years relative to taxable payroll
Table O shows the estimated costs of the old-age and survivors

insurance benefits and of the disability insurance benefits under the
program as it would be changed by the committee-approved bill as
at percentage of taxable payroll for various future years, through the
year 2040, and also the level-costs of the two programs for the low-,
high-, and intermediate-cost estimates (as was previously shown in
tables G and J for the intermediate-cost estimate).
TABLE O.-Estimated cost of benefits of old-age, survivors, and disability insurance

system as percent of taxable payroll,1 under system as modified by committee-
approved bill

IIn percent]

Low-cost High-cost Intermediate
Calendar year estimate estimate cost esti-

mate

Old-age and survivors insurance benefits

1976.--- .. - .-----------------.....-------..-..--..-------.7.6676 8.20 7.87
1980 .--------.-------------....----------...-...--..---- 7.96 8,99 8.46
1990 .------...---.--. - -----.. ..------------------------.----. 8. 40 10.66 9.41
2000 .---------..-------------.. .--------.-------------.. 7.76 10.67 9. 07
2026 .-......--- ....----- -..-..--------.....---- -----... --.. 8.92 14.21 11.10
2040 ...-------...-------..--...--..........----------..------- 10.12 16.27 12. 16

Level-cost 3 .-....... -...-..-....--------.....----------. 7 83 10.34 8.93

D)lsabilitr Insurance benefits

1976 ....------------..-----------------------..... ..---. 0.68 0.70 (, 64
1980..- ------..---------...----.--...------..-- ..------ 68 .72 65
1990----..--------------------------------------------..---- .66 73 .63
2000 -...--.--.-------.--.------------.---------.---...--- .6 76 .64
2025 ......-------------------------------.-- .---- ----------- 3 ,83 .71
2040.---..-------....--.-----..--..----.---...--------....67 .87 .76

Level-cot ----------- ------------------..--------------.61 .79 .68

t Taking Into account the lower contribution rate for the self-employed, as compared with the combined
emnployer-onployee rate.

2 Based on the averages of the dollar contributions and dollar costs under the low-cost and high-cost
estimates.

3 Level contribution rate, at an Interest rate of 3.26 percent for high-cost, 3.60 percent for Intermediate.
cost, and 3.76 percent for low-cost, for benefits after 1964, taking into account interest on the trust fund on
Dec. 31, 194, future administrative expenses, the railroad retirement financial Interchange provisions,
the reimbursement of milltary-wtge-credlts cost, and the lower contribution rates payable by the self.
employed.

E. PUBLIC ASSISTANCE: AMENDMENTS

1. INCREASED FEDERAL PAYMENTS UNDER PUBLIC ASSISTANCE TITLES

The committee's bill provides for an increase in the payments to
public assistance recipients, effective January 1, 1966. The formula
determining the Federal share of assistance payments is liberalized by
increasing the Federal proportion of the payments in the first step
of the formula and by raising the ceiling on Federal sharing in the
second step of the formula. For the adult categories-OAA, APTD,
AB, and for the combined program for the aged, blind, and disabled-
the formula is changed from twenty-nine thirty-fifths of the first $35
of the average assistance payment to thirty-one thirty-sevenths of

9.869604064

Table: Table O.--Estimated cost of benefits of old-age, survivors, and disability insurance system as percent of taxable payroll,1 under system as modified by committee-approved bill
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the first $37 of the average assistance payment. The ceiling is raised
on the average payments from $70 a month to $75 a month. The
provisions in the formula under titles I and XVI adding $15 to the
ceiling for vendor medical care payments in which there can be Fed-
eral participation and otherwise recognizing medical payments are not
affected by this formula change, except that the steps of the statutory
formula are rearranged to improve their equitable application.
For the program of Aid to Families with Dependent Children

(A.F.D.C.) program, the formula change made in the committee's
bill would be from fourteen-seventeenths of the first $17 of the
average payment per recipient to five-sixths of the first $18 of the
average assistance payment. The ceiling is raised from $30 a month
to $32 a month. Under the committee's bill, there would be an in-
crease in Federal payments averaging about $2.50 a month for the
needy recipients in the adult assistance categories and an increase of
about $1.25 a month for the needy children and the adults caring for
them. The level of aid provided the needy justifies this modest
increase.

2. REMOVAL OF LIMITATIONS ON FEDERAL PARTICIPATION IN ASSISTANCE
TO AGED INDIVIDUALS WITH TUBERCULOSIS OR MENTAL DISEASES

Since the enactment of the Social Security Act, patients in public
mental and tuberculosis hospitals have not been eligible under the
public assistance titles of the Social Security Act, and only prior to
1951 were individuals eligible who were patients in private mental
and tuberculosis hospitals. The reason for this exclusion was that
long-term care in such hospitals had traditionally been accepted as a
responsibility of the States.
There have been many encouraging developments, in the mean-

time, in the care and treatment of the mentally ill and tuberculous.
Most significantly progress is being made in the provision of short-
term therapy in the patient's own home, in special sections of general
hospitals, in specialized mental hospitals, and in community mental
health centers. This latter type of facility is being particularly
encouraged by Federal help under the Community Mental Health
Centers Act of 1963.

For these reasons in reporting the social security bill (H.R. 11865)
last year, the committee added a provision, similar to the provision
in this year's bill, which removes the distinction hitherto maintained
in the public assistance titles of the Social Security Act-between the
aged who are ill with a diagnosis of psychosis or tuberculosis and the
aged with other diagnosed illnesses.
Under the provisions of the committee bill, Federal financial

participation would become available effective January 1, 1966, in
assistance (money payments, if appropriate, or payment for medical
care) for aged persons otherwise eligible under State plans for OAA,
MAA, or under the combined programs for the aged, blind or disabled
(title XVI) who: (1) are patients in hospitals for mental diseases or for
tuberculosis or (2) are patients in general hospitals without regard to
the length of their stay, and are there because of a diagnosis of psycho-
sis or tuberculosis. Federal financial participation would also become
available for assistance under titles X, XIV, and XVI of the Social
Security Act for blind or disabled persons of any age who are in a
general hospital with a diagnosis of psychosis or tuberculosis.
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Since the provisions of the bill are designed to improve the care pro-
vided by States and to assure that Federal participation is used for
such improvement, it is not intended that the availability of care for
the mentally ill or tubercular under other State or local programs
be considered a resource in determining the eligibility of patients for
public assistance with Federal participation in the payments made.
The House bill incorporated special standards of care for mental

and tuberculous patients. The Department of Health, Education
and Welfare has informed the committee that the number of aged
tuberculous patients is so small that, with present methods of treat-
ment, special safeguards are not necessary for this group. A com-
mittee amendment would accordingly leave the safeguards fully
applicable to the mentally ill but would eliminate the special require-
ments for treatment of aged persons with tuberculosis who are in
specialized institutions. A description of the safeguards follows:

For those States that wish to take advantage of Federal participa-
tion in payments to the mentally ill who are in institutions for mental
disease, the bill requires a provision for a joint agreement or other ar-
rangement between the units of State or (where appropriate) local
governments, and where appropriate with institutions for mental
diseases. This agreement is not only intended to set forth the way
of work between the agencies administering welfare and health pro-
grams, but also to set forth alternative methods of care, particularly
for the aged who are mentally ill. Institutional treatment and care
in the individual's own home are only two of the possible ways of
caring for the aged who have mental problems. It is expected that
the joint agreements will include plans for the use of other methods of
care, such as nursing homes, short-term care in general hospitals,
foster family care, and others. This legislation, it is anticipated,
will give further encouragement to the trend in the States for dis-
charging from mental hospitals to the community the aged who are
considered able to care for themselves, under some form of protective
arrangements. The committee is aware that not always does a dis-
charge plan work out to the best advantage of the patient, and thus
the committee's bill provides that the agreement must make provi-
sion for the prompt readmittance to the institution where needed for
the aged person who had been placed under an alternate plan of care.
Inasmuch as the public welfare agency will be responsible for the de-
termination of eligibility under the State plan for all applicants for
assistance in the hospital, it is important that representatives of the
agency have free access to the patient in the hospital. It is equally im-
portant that the hospital give to the public welfare agency the infor-
mation it needs to administer its part of the program including the
provision of assistance and the related social services. Under the
committee bill, the agreement must include these arrangements.
A second safeguard, under the committee's bill, is a provision that

the State plan include a provision for an individual plan for each
patient in the mental hospital to assure that the care provided to him
is in his best interests and that there will be initial and periodic review
of his medical and other needs. The committee is particularly con-
cerned that the patient receive care and treatment designed to meet his
particular needs. Thus, under the committee bill, the State plan
would also need to assure that the medical care needed by the patient
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will be provided him and that other needs considered essential will
be met and that there will be periodic redetermination of the need for
the individual to be in the hospital.
The committee bill provides for the development in the State of

alternative methods of care and requires that the maximum use be
made of the existing resources in the community which offer ways of
caring for the mentally ill who are not in hospitals. This is intended

-to include provision for persons who no longer need care in hospitals
and who can, with financial help and social services to the extent
needed, make their way in the community. Under the 1962 Public
Welfare Amendments, State public welfare agencies are encouraged to
provide social services for the aged and additional Federal financing is
available to assist in the cost. Under the committee bill, these social
services would be made available, as appropriate, for the aged who are
in the hospitals or who would otherwise need care in an institution.
The committee believes that responsibility for the treatment of

persons in mental hospitals-whether or not they be assistance recipi-
ents-is that of the mental health agency of the State. Social services
may be needed for members of the patient's family, and this respon-
sibility can be carried by-the local welfare agency with Federal finan-
cial help. When the patient leaves the mental hospital to receive one
of the alternative methods of care, followup social services are usually
essential if the discharge plan is to be successful. Such services can be
given by the public welfare agency or (if provided in the agreement
between the two agencies referred to earlier) could be given by the
staff of the hospital. Social services to the aged who have mental
health problems, the committee believes, are important as a means of
preventing further deterioration and avoiding or delaying admittance
or readmittance to the institution.
The committee recognizes that the administration of these pro-

visions will place new responsibilities upon the welfare agencies and
if these responsibilities are to be carried out effectively, appropriate
planning and execution will be required. Thus the committee's bill
provides authority for the Secretary to establish necessary methods of
administration for the States in carrying out these provisions.
Under the bill, the Federal Government will be participating in

the costs of care given to the needy aged in certain institutions. In
order to assure that the rates for the care of recipients who are patients
in such institutions are reasonable, the bill provides that the State must
have suitable methods for the determination of the cost. The com-
mittee expects that this determination will be made without imposing
burdensome fiscal methods on the States.
The committee believes it is important that States move ahead

promptly to develop comprehensive mental health plans as contem-
plated in the Community Mental Health Centers Act of 1963. In
order to make certain that the planning required by the committee's
bill will become a part of the overall State mental health planning
under the Community Mental Health Centers Act of 1963, the com-
mittee's bill makes the approvability of a State's plan for assistance
for aged individuals in mental hospitals dependent upon a showing
of satisfactory progress toward developing and implementing a
comprehensive mental health program--including utilization of com-
munity mental health centers, nursing homes, and other alternative
forms of care.
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The committee wishes to insure that the additional Federal funds
to be made available to the States under the provisions of the bill will
assist the overall improvement of mental health services in the State.
State and local funds now being used for institutional care of the aged
will be released as a result of the bill, but there is great need for in-
creased professional services in hospitals and for development of alter-
nate methods of care outside the hospitals. To accomplish this, States
may have to reallocate their expenditures for mental health to promote
new methods of treatment and care. The committee bill provides
that the States will receive additional Federal funds only to the extent
that a showing is-made to the satisfaction of the Secretary that total
expenditures of the States or its political subdivisions from their own
funds for mental health services are increased. Such expenditures
may be financed under State or local public health or public welfare
programs. Expenditures will be measured against a base period and
will include comparable items of expenditure for mental health pro-
grams by States and local public health and welfare agencies, includ-
ing expenditures for payments to or in behalf of public assistance
recipients with mental health problems and expenditures for services
and other administrative items under health and welfare programs.

3. AID TO FAMILIES WITH DEPENDENT CHILDREN IN SCHOOL

Under existing law States, at their option, may continue payments
to needy children up to age 21 in the aid to families with dependent
children program, providing they are "regularly attending a high
school in pursuance of a course of study leading to a high school
diploma or its equivalent, or regularly attending a course of vocational
or technical training designed to fit him for gainful employment."
The committee added an amendment extending this provision so as
to include needy' children under 21 who are regularly "attending a
school, college, or university." Federal sharing for this purpose Would
thus be available to States who implement such a program for pay-
ments to children regularly attending a college, or university, as well
as those attending high school or a vocational school, thus bringing
this provision more nearly in line with the provision of the bill relating
to the continuation of a child's benefit under the OASDI system.
The objective of the provision in both programs is to assure, as far
as possible, that children will not be prevented from going to school
or college because they are deprived of parental support.

4. PROTECTIVE PAYMENTS

The House bill reflected a concern about the problems of our aged
citizens who have marginal capacity to handle their own affairs.
The committee believes that similar problems may exist as to

some needy blind under title X and some of the needy disabled under
title XIV and has extended the protective payments feature to these
programs. States may now, with Federal participation, use guardians
as payees for public assistance payments, or under section 1111 of the
Social Security Act enacted in 1958, may use-a special legal represent-
ative as the payee. The committee has been advised that these
arrangements still do not offer enough flexibility to meet all the needs
that arise and thus, the bill contains additional provisions.
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Under the committee's bill, States with Federal financial partici-pation may make a protective payment to a third party, someone with
an interest or concern for the individual recipient. This provision is
similar to the protective payment provision included in the AFDC
program as one part of the 1962 Public Welfare Amendments. It
would be effective January 1, 1966, and would be applicable to recipi-ents of money payments under title I or title XVI.
The committee is aware of the serious nature of a decision not to

give a needy person the money which he would ordinarily receive
directly, but instead to pay it in his behalf to a third party. The
committee's bill, therefore, has several safeguards to protect the
individual's rights. For Federal sharing to be claimed in such pay-ments. the State plan, under the bill, would have to show that a deter-
mination will be made that such individual has, by reason of his phys-ical or mental condition, such inability to manage his own moneythat making payments directly to him would not be in his best
interest. Furthermore, States would be able to make payments with
Federal sharing only when the payments meet all the need, as deter-
mined under.the State plan, of the individual. This safeguard was
included by the committee because some States do not meet need
according to their own standards and thus it is possible that the diffi-
c:ry ascribed to the individual in handling his money may be due to
til, inadequate assistance he is receiving.
The State plan would have to show, in addition, that the State is

undertaking and continuing efforts to protect the welfare of the in-
dividual and to the extent possible, improve his capacity for self-care
and to handle his money. To avoid the possibility of protective pay-
ment arrangements continuing beyond the period necessary, the bill
provides, further, that the State agency will need to make periodic
reviews to determine whether conditions justify the continuation of
the arrangement and if they do not, for direct payments to be resumed,
or if the conditions warrant, for the judicial appointment of a guardian
or a legal representative as authorized by section 1111 of the Social
Security Act. The bill also provides specifically that the State agency
must offer to the individual affected, if he is dissatisfied, an oppor-
tunity for a fair hearing on the decision to make his payment to a
third party.
6. DISREGARDING CERTAIN EARNINGS IN DETERMINING NEED UNDER

PUBLIC ASSISTANCE PROGRAMS

(a) Old-age asistance
The committee's bill provides for a modest increase in the amount

of earnings States may disregard in.determining need under the pro-
gram of OAA and for the aged receiving assistance under the com-
bined program for the aged, blind, and disabled (title XVI). Cur-
rently, States may disregard no more than the first $10 a month, and
one-half of the remainder within a total of $50 per month of earned
income. The bill would raise those amounts to $20 a month and one-
half of the remainder within a total of $80 per month of earned in-
come, effective January 1, 1966.
The committee is convinced that it is sound for the aged to con-

tinue in employment as long as they can, and that those who work
should have some incentive and special consideration. Currently 23
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States have implemented the earlier legislation and are disregarding
some earned income of the aged. This amendment will permit these
States, and others that have not yet acted, to implement the legislation
to increase the amounts disregarded.
(b) Aid to families with dependent children
Under existing law, any earnings of any member of the family in the

aid to families with dependent children program are taken into ac-
count in determining eligibility for and the amount of the assistance
payment. This means that if a child in such a family gets a job, the
amount of the family payment is reduced by the amount of his earn-
ings. To remove this disincentive for children to work, the commit-
tee added an amendment which would allow a State at its option, in
determining need for needy families in this category, to disregard up
to $50 per month of earned income of any three dependent children
under the age of 18 in the same home.
(c) Aid to the permanently and totally disabled
The committee added an amendment to the bill making available,

at the option of a State, the same exemption of earnings for per-
manently and totally disabled recipients that the bill includes for the
aged, i.e. the first $20 per month plus one-half of the next $60. This
should be an incentive to rehabilitation in those instances where it is
feasible. The amendment would also permit States to exempt, for
up to 36 months, any additional income or resources necessary to
achieve a plan of self-support. The latter exemption would be made
only under a State-approved plan and only during the period or
periods that the individual was actually undergoing vocational
rehabilitation.
(d) OASDI benefit increase attributable to retroactive effective date
Under title III of the bill, beneficiaries of the OASDI program will

receive a 7-percent increase in their benefits retroactively effective
to January 1, 1965. These benefits will be payable to beneficiaries
in a lump-sum check in addition to the regular monthly check. There
are currently thousands of such beneficiaries who are receiving sup-
plementary assistance from various of the public assistance programs
under the provisions of the Social Security Act. Moreover, certain
children over 18 and in school will receive benefits from January 1,
1965. The committee believes that it would be appropriate for the
State public assistance agencies to disregard these retroactive pay-
ments as one-time-only income, not significant in amount and not
income which under various other longstanding provisions of the
public assistance titles to the act must be taken into account by the
State in determining the amount of assistance for the individual. The
committee added clarifying language to assure that this section only
takes care of'cases where the payments for prior months are due to the
provision in the bill making the OASDI benefit increase and the new
children's benefits retroactive to January 1, 1965.
(e) Economic Opportunity Act
Section 701 of the Economic Opportunity Act of 1964 provides that

certain amounts of income of an individual derived from titles I and
II of that act may not be taken into account by State public assistance
agencies in determining the need of such individual or any other indi-
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vidual for public assistance under programs authorized by the Social
Security Act. The purpose of this amendment was to provide an
incentive for persons who are beneficiaries of programs under the
Economic Opportunity Act to undertake training and employment by
permitting public assistance payments to continue for them and their
families, if they are otherwise eligible, and not be reduced by specified
amounts of their income under such programs. The statute provides
that States with a legislative impediment to putting this provision
into effect shall have until July 1, 1965, to obtain the necessary legisla-
tive change. A problem has arisen in the instance of States which do
not have a regular meeting of their legislature until 1966 to make the
necessary changes to State law. Under this section of the bill, such
States would have until the first month following the month of ad-
journment of a State's first regular legislative session adjourning after
the date of enactment of the Economic Opportunity Act of 1964 to act.
(f) Income exempt under another assistance program

Existing law (sec. 1109) requires that when- income is exempted
in determine the need of a blind person under title X of the Social
Security Act that the income which has been exempted for tLe blind
individual shall not be taken into account in determining the need of
another individual, such as a spouse or dependent, who is applying
for assistance under one of the other public assistance titles. The
House bill extends this principle to the new "Title XIX-Medical
Assistance." The committee added an amendment which would
make the principle applicable to all public assistance programs, since
a number of earnings exemptions are now required or authorized
under the various public assistance titles.

6. ADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN ADMINISTRATIVE
DETERMINATIONS

The committee bill contains new provisions effective January 1,
1966 for administrative and judicial review of certain administrative
determinations under titles I, IV, X, XIV, XVI, and XIX of the
Social Security Act. These provisions are designed to assure that the
States will not encounter undue delays in obtaining Federal deter-
minations on acceptability of proposed State plan material under the
public assistance programs, and that the States will be able to obtain
judicial review of their plan proposals at an appropriate stage of the
proceedings. These provisions are not intended to affect adversely the
usual negotiation process between the Department of Health, Educa-
tion, and Welfare and the States which, in nearly all instances, results
in the development of a State plan or plan amendment that can be
approved by the Secretary.
When a State submits a new plan under one of the public assistance

titles, the Secretary shall make a determination within 90 days as to
whether the proposal meets the applicable requirements for approval.
This period may be extended by written agreement of the Secre-
tary and the State. If the State is dissatisfied with the Secretary's de-
termination, it may, within 60 days, petition for a reconsideration.
The House bill provided that the Secretary shall then set a time and
place for a hearing but no time limit was set as to when the notice of
hearing was to be given. The committee bill would require that
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notice of the time and place of the hearing be given within 30 days of
the State's request for a hearing. Under the bill the hearing is-to
begin from 20 to 60 days after the date notice is furnished to the
State, unless the Secretary and the State agree in writing upon another
time. Within 60 days of the conclusion of the hearing, the Secre-
tary shall affirm, modify, or reverse his original determinations. If the
State is dissatisfied with this final determination it may, within 60
days, appeal to the U.S. court of appeals.
Under the House bill, in the judicial proceeding, the findings of

fact by the Secretary shall be conclusive, unless substantially contrary
to the weight of the evidence. The committee bill substitutes wording
so that the findings shall be conclusive "if supported by substantial
evidence", which terminology appears in virtually all of our grant-in-
aid statutes, as well as the Administrative Procedure Act. If good
cause is shown for taking further evidence, the court may remand the
case to the Secretary- for this purpose. The court may affirm the
action of the Secretary or set it aside, in whole or in part. The court's
judgment shall be subject to review by the Supreme Court of the
United States upon certiorari or certification.
The foregoing procedures are also applicable, at the option of the

State, upon submittal of any amendment of an approved State plan.
The bill does not amend sections 4, 404, 1004, 1404, 1604, or 1904 of

the Social Security Act, which provide that the Secretary shall give
reasonable notice and opportunity for hearing to a State prior to dis-
continuing payments under a previously approved State plan because
of his finding that the plan has been so changed that it no longer com-
plies with certain requirements or that in the administration of the
plan there is a failure to comply substantially with certain require-
ments. However, the bill provides that upon any such final determi-
nation by the Secretary, the State may appeal to the U.S. court of
appeals, in the same way as described above for appeals from a final
determination of the Secretary in connection with submittal of a new
plan.
The bill further provides that action pursuant to an initial deter-

mination of the Secretary, as therein described, shall not be stayed
pending reconsideration. If the Secretary subsequently determines
that his initial determination was incorrect, he shall pay forthwith in
a lump sum any amounts, not otherwise already paid, which are pay-
able to the State in accordance with the corrected determination of the
Secretary on the basis of the expenditures made by the State.

In addition to questions concerning State plan proposals, or which
involve discontinuance of Federal payments under part or all of a
State plan, disagreements between a State and the Secretary may occur
when the Secretary disallows specific State expenditures for Federal
financial participation. Such disallowances usually take the form of
audit exceptions. The bill provides that whenever the Secretary de-
termines that there shall be a disallowance the State shall be entitled,
on request, to an administrative reconsideration of the decision.

7. MAINTENANCE OF STATE EFFORT

Under various provisions of this bill, additional Federal funds will
be available to States to improve the public assistance program.
The committee has recognized the need for such program improve-
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ment in medical care, in basic maintenance, as well as in other areas,
and believes that the Federal funds designated for these purposes
should be used by the States for these purposes and not as a substitute
for State funds. For this reason, the bill incorporates a provision
which assures that the additional Federal funds made available to
States are used within the public assistance program. Additional
Federal funds will, under these provisions, be granted to States only
to the extent that existing State expenditures in the program are
maintained. For a period beginning January 1, 1966, and ending
June 30, 1969, a measurement of these expenditures will be made in
the process of granting the Federal funds to the States. The com-
mittee believes that after June 30, 1969, the new funds will be so
integrated into the programs of the States that further testing of this
fact will not be needed.
Under the bill, expenditures from total and Federal funds for a

particular quarter are compared with total and Federal expenditures
m a "base period," either the corresponding quarter or an average of
the quarters in the fiscal year ending June 30, 1964, or June 30, 1965.
If this comparison shows that the increase in Federal funds as com-
puted under the revised formula exceeds the increase in total expendi-
tures, the increase in the Federal share must be reduced to the amount
of the increase in total expenditures between the base period and the
quarter in question. The purpose of this provision is to assure that
whatever additional Federal funds are made available to the States
under the revised formulas for computing the Federal share and under
provisions for program expansion will be used for program improve-
ments and that no part of any additional Federal funds will be used
to replace non-Federal funds.

8. AMENDMENT TO DEFINITION OF MEDICAL ASSISTANCE FOR THE AGED

When the MAA program was enacted in 1960, the law prohibited
Federal sharing in MAA payments made in behalf of an aged person
receiving OAA in the month MAA services were received. This pro-
vision has proved to be a hardship in the planning of States for the
necessary movement of ill aged persons to and from medical institu-
tions such as nursing homes and hospitals. For the month of move-
ment to or from such a medical facility, States are faced with a heavy
expenditure of funds, only part of which, under current provisions of
law, is subject to Federal sharing. A State which has made an
OAA payment to a needy person to cover his expenses in his own home
is unable to claim any Federal funds as MAA when the individual
goes to a medical institution that month. The reverse situation arises
when the individual leaves the medical institution in which services
are received under MAA.

In order to meet this need, the bill would relax the prohibition on
Federal sharing in OAA and MAA for the same month so as to permit
such sharing effective July 1, 1965, for MAA services furnished in
the month an individual enters or leaves a medical facility.
9. COSTS OF INCREASES IN THE PUBLIC ASSISTANCE MATCHING FORMULAS

The accompanying table shows by State and by assistance programs
the additional amounts of money that will be available to States under
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the changes in public assistance formulas made by title IV. These
total almost $150 million for the first full year, or $75 million for the
6 months of the fiscal year ending June 30, 1966, that they would be
effective. Like other increases in public assistance provided by the
bill, the States would receive these amounts only to the extent that
they made corresponding increases in their total expenditures.
Public assistance: Estimated annual increase in Federal funds under proposal to

raise participation in assistance payments to specified levels
[In thousands]

Aid to the Aid to the Aid to fam-
States and'District of Total all Old-age- Aid to the perma- aged, lies with

Columbia programs assistance blind nently and blind, and dependent
totally disabled children
disabled (title XVI)

Total .-------------- $148,620 $50,953 $2,352 $10,194 $22,117 $62,904
Alabama.------------------- 3,817 2,640 42 346 ----- 789
Alaska ------------------ 154 () () () 69 8
Arizona .------------------- 933 319 38 68 5----08
Arkansas--.--------------- 2,012 1,392 47 221 .- 352
Californa...----------------- 22,919 11495 523 2,008 ------------ 8,893
Colorado....---------------- - 2,731 3 1,735 11 253 ...- . 732
Connecticut .-------------- 1, 43 321 13 172 ------------ 1,037
Delaware------- -----.------ 203 32 13 18 ..---- 140
District of Columbia 681 100 8 130 .---------- 343
Florida .------------------- 3,354 (2) () () 2,167 1,187
Georgia-------------------- 3691 2,206 76 624 -- 78
Hawaii .----------------- 344 () ()(2) 97 247
Idaho..--.--------------.--- 494 220 6 67 -----. -- 201
Illinois-.----------------- 8, 43 ()()(2) 3, 761 4, 792
Indiana..-------------------- 1,260 557 76 456---- 82
Iowa .--.-------------------- 2,172 1,286 64 50 .--.-- . 782
Kansas --- ------------- 1,829 () (2() .201 628
Kentucky----,------------- - 2,620 ( (2) () 1,682 938
Louisiana.------------- 4,992 3,186 134 452 -- 1,220
Maine.---..- ------ 68 () () () 329 239
Maryland --------- 1791 () () () 519 1,272
Massachusetts --- -----4, 497 2,295 96 494 -- - 1,612
Michigan ----------- ,308 () () () 2,481 2827
Minnesota-- ---- -- 2,008 48848 82 .--890
Mississippi---------------- 2,874 1,782 71 415 - - 606
Missouri-------------4,288 2,489 164 351 ------------ 1,284
Montana...------.----------- 456 249 11 58 138
Nebraska--------------------- 968 553 29 108 -----.. 278
Nevada --------------------- 199 107 7 (4) ---------- 85
New Hampshire -------------- 315 196 12 256 ------ 82
New Jersey----------------- 2, 10 335 40 349 -------- 1,786
New Mexico------ ------- 950 (2) (2) () 331 619
New York------------------ 12,844 ((2)) (3,977 8,867
North Carolina----------- - 3,099 1,047 122 523 .----- 1,407
North Dakota-------------- 476 (2) () (2) 330 146
Ohio ------------------- --- 6,860 2,873 141 786 ----------. 3, 060
Oklahoma------------------ 6,116 (3) ( 2)( 4,650 1,465
Oregon -.----------------- 1, 03 269 18 187 6---62
Pennsylvania.--------- .- 66,484 1,937 216 471 -- ------ 3,860
Rhode Island----------------- 802 (2) (2) (2) 374 428
South Carolina----------- 1,228 629 43 205 351
South Dakota --------------- 404 174 3 26 -. 201
Tennessee----------------- 2,373 1,099 53 301 -------- 920
Texas---------------------. 6,899 5,504 116 221 -- ----. 1,058
Utah ------------ -------- 647 122 8 114---- 403
Vermont--------------------- 224 ((2) ) () 159 66
Virginia-------------------- 1,058 322 28 161 -- 547
Washington ..------------- - 2,540 812 28 437 ------- 1,263
West Virginia .----------- - 1,978 352 20 148----------- 1,458
Wisconsin------------------ 2,376 1,266 36 252 822
Wyoming;----------------- 15 64 2 26--- 62

I For OAA, AB, APTD, and AABD (title XVI) raise29/35 of$35 to31137 of$37; and for AFDC, from 14/17
of $17 to 5/6 of $18; raise maximum average monthly payment from $70 to $75; and for AFDC,from $30 to $32.
Assumes that States will continue to spend the same amount per recipient from State and I ocal funds as in
May 1964, and that the increase In Federal funds will be used to raise money payments to recipients.

2 Combined under aid to the aged, blind, and disabled.
s Based on State's estimate of the number of recipients and average payment for September 1964, which

shows transfers from OAA to MAA, not reflected in May data.
4 No program for APTD.

49--643 G-6"krt. 1-11-1

9.869604064

Table: Public assistance: Estimated annual increase in Federal funds under proposal to raise participation in assistance payments to specified levels1
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F. MEDICAL EXPENSES

In addition to providing for the health needs of our elderly citizens,
the House bill made several changes in the provisions of the Internal
Revenue Code relating to deduction of medical expenses. The prin-
cipal amendments would have denied deductions for substantial
amounts of expenses incurred by persons over age 65 for their medical
care, and would have granted additional deductions to persons under
age 65 by allowing a portion of health insurance premiums to be de-
ducted outside the regular medical expense category. The committee
deleted both of these provisions from the House bill.
The House bill also made certain other changes of a more technical

nature. These changes, explained more fully below, have been re-
tained by the committee's bill.

1. PROVISIONS OF THE HOUSE EVILL APPROVED

Under the committee's bill, as under the House bill, the definition of
medical care is revised to specifically limit the deductible portion of
premiums paid on multipurpose health and accident policies to the
actual cost of providing insurance protection against medical-care
expenses, as defined in the Internal Revenue Code. The cost of
insurance allocable to income continuation payments when illness or
accident causes absence from work and the cost of insurance which
provides indemnity in the case of the loss of limb, etc., is not to be
deductible.
Under the House bill it was required that that portion of the

multipurpose premium which is for medical care (and therefore
deductible) be stated in the policy issued by the insurance company.
A technical amendment approved by the committee insures that this
information alternatively may be reported to the insured in a separate
statement.
Both the committee's bill and the House bill qualify as a current

medical expense certain premiums paid during the taxable year by a
taxpayer under the age of 65 for insurance for the medical care
expenses of the taxpayer, his spouse, and his dependents which will be
incurred after the taxpayer attains the age of 65. However, these
payments, to qualify as a current expense, must be made under a
contract which provides for level premium payments over a specified
minimum period. This provision, which applies only to insurance for
medical care expenses, is designed to remove any impediment which
might otherwise exist to the voluntary provision by a person under
65 of medical care protection for his post-65 years. This is not
intended, however, to foreclose the allowance of any presently avail-
able deduction for other prepayments.

In addition, both bills assure that the amounts paid by individuals
for the supplementary medical insurance provided by new title XVIII
will be treated as a medical expense for purposes of the income tax
deduction, and that the special maximum limitation presently available
only with respect to disabled taxpayers (and their spouses) who are
age 65 or over is to be extended to all disabled taxpayers regardless of
their age. These provisions apply to medical care expenses incurred
in taxable years beginning after December 31, 1966.
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2. PROVISIONS OF THE HOUSE BILL DELETED

One provision of the House bill which the committee was unwilling
to accept would have narrowed the deduction for medical care ex-
penses of taxpayers (or dependent parents) age 65 or over to the
amount of such expenses in excess of 3 percent of their adjusted gross
income. Medicine and drug costs included in medical care expenses
also would have been restricted to the amount in excess of 1 percent
of adjusted gross income.
The committee is not willing to increase the income taxes of aged,ill, and infirm taxpayers who provide for their own medical protection.

We point out that as recently as last year in the Revenue Act of 1964
Congress repealed the provision which limited their medicine and
drug expense to the amount in excess of 1 percent of their adjusted
gross income. The reports of both the House Ways and Means Com-
mittee and the Committee on Finance of the Senate explaining last
year's amendment noted the simplification which elimination of the
1-percent limit would achieve and expressed our common belief that
it was "undesirable to impose any minimum limitation with respect
to the deductibility of medical expenses in the case of the aged."
By deleting from the House bill these features which imposed new

limits on medical expense deductions of the aged, the committee re-
states its position of last year.
The other provision the committee was not willing to accept would

have allowed all taxpayers to deduct one-half of the cost of medical-
care insurance outside the regular medical expense category. This
would have provided new tax relief for taxpayers under age 65. The
committee was not prepared to treat a portion of medical expenses as
if it were not a regular medical expense. In addition, the committee
was concerned that the precedent set here might later be extended into
other areas of tax law.
For these reasons, and because the Treasury Department strongly

resisted this amendment, the committee has deleted it from the House
bill.

G. MISCELLANEOUS PROVISIONS

1. OPTOMETRISTS

The committee has added a provision which will be effective as to
all titles of the Social Security Act so that it will be clear that whenever
payment is authorized for services which an optometrist is licensed to
perform, the beneficiary shall have the freedom to obtain the services
of either a physician skilled in diseases of the eye or an optometrist,
whichever he may select. This should make it clear that when it
comes to the expenditure of Federal funds, beneficiaries should be free
to avail themselves of the services of optometrists if they so desire.

2. ADDITIONAL UNDER SECRETARY AND ASSISTANT SECRETARIES OF THE
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

To carry out the greatly expanded activities of the Department of
Health, Education, and Welfare, which are provided in this bill, the
committee believes that it is prudent to authorize an additional Under
Secretary and two new Assistant Secretaries. The Under Secretary
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shall perform such duties as the Secretary of Health, Education, and
Welfare may prescribe and shall serve as Secretary during the absence
or disability of the Secretary and the Under Secretary now provided
for in accordance with directives of the Secretary. The rate of com-
pensation of such additional Under Secretary and Assistant Secretaries
shall be the same as that applicable to the Under Secretary and Assist-
ant Secretaries, respectively, whose positions are established by sec-
tion 2 of the Reorganization Plan No. 1 of 1953.

3. NEED FOR ADDITIONAL SUPERGRADES

To meet the substantial increase and responsibility and to put the
Social Security Administration on a basis more nearly comparable to
other agencies the committee recommends a substantial increase in
the number of supergrades. The committee is concerned over the
fact that the Social Security Administration, which requires a staff
of 36,000 people to conduct its operations, has only 15 supergrade
positions-a ratio of 2,400 to 1. Many agencies in the Government
with only a fraction of this number of employees have more super-
grades. The allocation of higher level positions to the social security
program has not kept pace with the rapid growth of the program.
Enactment of this bill would result not only in further substantial
increases in the number who are actually getting benefits but also
in an enormous increase in the scope and variety of the benefits pay-
able and in the administrative complexities involved in the operations
of the program. It is particularly important therefore that there be
allocation of supergrades to the Social Security Administration com-
mensurate with its duties and responsibilities.
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IV. SECTION-BY-SECTION ANALYSIS OF THE BILL
The first section contains the short title of the bill-the "Social

Security Amendments of 1965"-and a table of contents. The
remainder of the bill is divided into four titles, and titles I and II
into several parts, as follows:

Title I-Health Insurance for the Aged and Medical Assistance
Part 1-Health Insurance Benefits for the Aged
Part 2-Grants to States for Medical Assistance Programs

Title II-Other Amendments Relating to Health Care
Part 1-Maternal and Child Health and Crippled Children's

Services
Part 2-Implementation of Mental Retardation Planning
Part 3-Public Assistance Amendments Relating to Health
Care

Part 4-Miscellaneous Amendments Relating to Health Care
Title III-Social Security Amendments
Title IV-Public Assistance Amendments

TITLE I-HEALTH INSURANCE FOR THE AGED
AND MEDICAL ASSISTANCE

Section 100 of the bill provides that title I of the bill may be cited
as the "Health Insurance for the Aged Act."

PART 1-HEALTH INSURANCE BENEFITS FOR THE AGED

SECTION 101. ENTITLEMENT TO HOSPITAL INSURANCE
BENEFITS

Section 101 of the bill adds at the end of title II of the Social Security
Act a new section 226, dealing with entitlement to hospital insurance
benefits (i.e., entitlement to have payment of benefits made under
part A of the new title XVIII of the Social Security Act (as added by
section 102 of the bill)).

Section 226(a) provides that any individual who has attained the
age of 65, and who is entitled to monthly old-age and survivors
insurance benefits or is a "qualified railroad retirement beneficiary",
is entitled to hospital insurance benefits under part A of the new
title XVIII for each month (including, if applicable, any month of
retroactive entitlement to monthly OASI benefits as provided in sec-
tion 202(j)(1) of the Social Security Act and any month of retroactive
entitlement to benefits as provided in section 21 of the Railroad
Retirement Act of 1937) in which he meets such conditions, beginning
with July 1966.

Paragraph (1) of section 226(b) provides that entitlement of an
individual to hospital insurance benefits consists of entitlement to
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have payment made on his behalf for inpatient hospital services,
posthospital extended care services, posthospital home health
services, and outpatient hospital diagnostic services furnished him
in the United States (or outside the United States in the case of
inpatient hospital services furnished under the conditions described
in section 1814(f)). It also provides that no payment for posthospital
extended care services may be made for services furnished before
January 1967 and that payment for posthospital extended care services
or posthospital home health services may be made only if the discharge
from a hospital required to permit payment with respect to such
services occurs after June 30, 1966, or on or after the first (lay of the
month in which the individual attains age 65, whichever is later.

Paragraph (2) of section 226(b) provides that an individual en-
iitled under section 226 is entitled to hospital insurance benefits for
t,!it month in which he dies.

Section 226(c) provides that the term "qualified railroad retirement
beneficiary" means an individual whose name has been certified to
the Secretary by the Railroad Retirement Board under section 21 of
the Railroad Retirement Act of 1937 (as added by sec. 105 of the
bill), and that an individual will cease to be a qualified railroad
retirement beneficiary at the close of the month before the month
which is certified by the Board as the month in which he ceased to
meet the requirements of such section 21.

Section 226(d) contains a cross-reference to section 103 of the bill
which provides entitlement to hospital insurance benefits for certain
individuals not eligible for benefits under section 226.

SECTION 102. HOSPITAL INSURANCE BENEFITS AND
SUPPLEMENTARY MEDICAL INSURANCE BENEFITS

Section 102(a) of the bill amends the Social Security Act by adding
after title XVII a new title XVIII providing health insurance for the
aged and consisting of part A (hospital insurance for the aged),
part B (supplementary medical insurance benefits for the aged), and
part C (miscellaneous provisions).

'TITLE XVIII-HEALTH INSURANCE FOR THE AGED

SECTION 1801. PROHIBITION AGAINST ANY FEDERAL INTERFERENCE

Section 1801 states that nothing in the new title XVIII is to be
construed to authorize any Federal officer or employee to exercise
any supervision or control over the practice of medicine, the manner
in which medical services are provided, the personnel policies of
providers of health care, or the operation or administration of medical
facilities and personnel.

SECTION 1802. FREE CHOICE BY PATIENT GUARANTEED

Section 1802 provides that any individual entitled to benefits under
title XVIII may obtain health services from any institution, agency,
or person which is qualified to participate under the title and which
undertakes to provide the services to him.
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SECTION 1808. OPTION TO INDIVIDUALS TO OBTAIN OTHER HEALTH
INSURANCE PROTECTION

Section 1803 provides that nothing in title XVIII is to be construed
to preclude any State from providing, or any individual from purchas-
ing or otherwise securing, protection against health costs.

PART A-HOSPITAL INSURANCE BENEFITS FOR THE AGED

SECTION 1811. DESCRIPTION OF PROGRAM

Section 1811 describes the insurance program for which entitlement
is established under section 226 of the Social Security Act as one
which provides basic protection against the costs of hospital and
related posthospital services for individuals age 65 or over who are
entitled to retirement benefits under title II of the Social Security
Act or under the railroad retirement system.

SECTION 1812. SCOPE OF BENEFITS

Section 1812(a) provides that the benefits provided to an individual
under part A of the new title XVIII consist of entitlement to have
payment made on his behalf for-

(1) inpatient hospital services (including such services in a
psychiatric hospital or a tuberculosis hospital) for up to 120 days
during any spell of illness;

(2) posthospital extended care services for up to 100 days
during any spell of illness;

(3) posthospital home health services for up to 175 visits
(during any 1-year period described in sec. 1861(n)) after the
beginning of one spell of illness and before the beginning of the
next; and

(4) outpatient hospital diagnostic services.
Section 1812(b) provides that payment may not be made for

inpatient hospital services (including inpatient psychiatric hospital
services and inpatient tuberculosis hospital services) furnished to
an individual in any spell of illness after such services have been
furnished to hin for 120 days during the spell; or for posthospital
extended care services in any spell of illness after such care has been
furnished to him for 100 days during the spell; or for inpatient psychi-
atric hospital services after such services have been furnished to him
during his lifetime for a total of 210 days.

Section 1812(c) provides that if an individual is an inpatient of a
psychiatric or a tuberculosis hospital on the first day of the first month
tor which he is entitled to benefits under part A, the days on which
he was an inpatient of such a hospital in the 120-day period im-
mediately before such first day will be included in determining the 120-
day limit on inpatient hospital services insofar as it applies to him.

Section 1812(d) provides that payment may be made under part A
for posthospital home health services furnished an individual only
during the 1-year period or periods described in section 1861 (n) follow-
ing his most recent hospital or extended care facility discharge which
meets the requirements of such section. Only the first 175 visits
occurring in the period or periods and after the beginning of one spell of
illness and before the beginning of the next spell of illness can be paid
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for. The number of visits to be charged in connection with the pro-
vision of covered home health items or services for this purpose is to
be determined in accordance with regulations.

Section 1812(e) provides that inpatient hospital services, post-
hospital extended care services, and posthospital home health services
will be taken into account for purposes of the limits on duration
of coverage prescribed in the preceding subsections of section 1812
only if payment under part A is made or would be made with respect
to such services if they had been furnished within such limits and
if the request and certification requirements described in section
1814(a) had been met for such services.
Section 1812(f) contains a cross reference to the definitions of the

terms used in part A which are found in section 1861.

SECTION 1813. DEDUCTIBLES

Paragraph (1) section 1813(a) provides that the amount payable
for inpatient hospital services furnished during any spell of illness
will be reduced by the inpatient hospital deductible (the amount of
which is determined under section 1813(b)) or, if less, by the charges
imposed for such services or the customary charges for such services,
whichever is greater. The amount would be further reduced by a
deduction equal to one-fourth of the inpatient hospital deductible
for each day before the 121st day of inpatient hospital services after
such services have been furnished for 60 days during a spell of illness.

Paragraph (2) of section 1813(a) provides that the amount payable
with respect to outpatient hospital diagnostic services (furnished
during a diagnostic study) shall be reduced by a deduction equal to
the sum of one-half the amount of the inpatient hospital deductible
and by 20 percent of the remainder of the amount payable. A
"diagnostic study" is defined as outpatient hospital diagnostic
services provided by (or under arrangements made by) the same
hospital during the 20-day period beginning on the first day (once he
is entitled to benefits under section 226) on which outpatient hospital
diagnostic services are furnished to him.

Paragraph (3) of section 1813(a) provides that the amount payable
to any provider of services under part A shall be reduced by an amount
equal to the cost of the first 3 pints of whole blood furnished to an

-individual during a spell of illness.
Paragraph (4) of section 1813(a) provides that the amount payable

for posthospital extended care services furnished during any spell of
illness will be reduced by a deduction equal to one-eighth of the
inpatient hospital deductible for each day such services are furnished
after the 20th day but before the 101st day.
Paragraph (1) of section 1813(b) provides that the inpatient hospital

deductible is $40 for any spell of illness (and is therefore $20 for any
diagnostic study) beginning before 1969.

Paragraph (2) of section 1813(b) provides that the Secretary shall,
between July 1 and October 1 of 1968, and of each year thereafter,
determine and promulgate the inpatient hospital deductible which is
to be applicable in the case of any spell of illness or diagnostic study
beginning during the succeeding calendar year. The inpatient hos-
pital deductible will be equal to $40 multiplied by the ratio of (A)
the current average per diem rate for inpatient hospital services for
the calendar year preceding the year in which the promulgation is
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made, to (B) the current average per diem rate for 1966. Any
amount determined by the multiplication under this paragraph
which is not a multiple of $4 will be rounded to the nearest multiple
of $4 (or, if it is midway between two multiples of $4, to the next
higher multiple of $4).

If, for example, the cost experience reviewed for purposes of the
promulgation to be made in 1970 shows that the average per diem
rate for inpatient hospital services during 1969 was $44.55 as compared
to $39.80 in 1966, the amount of the deductible applicable in 1971

$44.55would be $44 ($40 multiplied by $44-5 and then rounded to the$39.80
nearest multiple of $4).
The current average per diem rate for any year will be determined

by the Secretary on the basis of the best information available to him
as to the amounts paid under part A for inpatient hospital services
plus the amounts which would have been paid but for the inpatient
hospital deductibles required under section 1813(a) (1).

SECTION 1814. CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR
SERVICES

Requirement of requests and certifications
Section 1814(a) provides that, except in the case of emergency

hospital services (described in section 1814(d)), payment for covered
services may be made only to providers of services which have an
agreement with the Secretary entered into in accordance with section
1866 and only if the requirements of section 1814(a) with respect to
requests and certifications are satisfied.

Paragraph (1) of section 1814(a) requires that a written request
(signed by the individual who receives the services or by another
person when it is impracticable for him to do so) be filed for such
payment under regulations to be issued by the Secretary.

Paragraph (2) of section 1814(a) requires that a physician certify
(and recertify, in such cases and as often and with such supporting
material as may be provided in regulations, but in any event before
the 21st day in the case of inpatient hospital services received during
a continuous period) that-

(A) in the case of inpatient hospital services (other than
inpatient psychiatric hospital services and inpatient tuberculosis
hospital services), the services were required to be given on an
inpatient basis for medical treatment, or inpatient diagnostic
study was medically required;

(B) in the case of inpatient psychiatric hospital services, the
services were required to be given on an inpatient basis, by or
under the supervision of a physician, for the psychiatric treat-
ment of an individual, and such treatment could reasonably
be expected to improve the condition or inpatient diagnostic
study was medically required;

(C) in the case of inpatient tuberculosis hospital services, the
services were required to be given on an inpatient basis by or
under the supervision of a physician for the treatment of tuber-
culosis, and the treatment can be reasonably expected to improve
the condition or render it noncommunicable;
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(D) in the case of posthospital extended care services, the
services were required to be given on an inpatient basis because
the individual needed skilled nursing care on a continuing basis
for a condition for which he was hospitalized prior to transfer to
the extended care facility, or which arose while receiving such
care for such a condition;

(E) in the case of posthospital home health services, the serv-
ices were required because the individual was confined to his
home (except when receiving services referred to in section
1861(m)(7)) and needed intermittent skilled nursing care, or
physical or speech therapy, for any of the conditions with respect
to which he was receiving inpatient hospital services (or services
which would qualify as inpatient services if the institution met
certain specified requirements) or posthospital extended care
services, and the services were furnished while the individual
was under the care of a physician and under a plan established
and reviewed periodically by a physician; or

(F) in the case of outpatient hospital diagnostic services, the
services were required for diagnostic study.

Under the last sentence of section 1814(a), to the extent provided by
regulations, the certification and recertification requirements of para-
graph (2) would be deemed satisfied where a physician makes the
certification or recertification at a date later than the day it was
required under paragraph (2), if it is accompanied by such medical
or other evidence as may be required by regulations.
Paragraph (3) of section 1814(a) provides that, in the case of

inpatient psychiatric hospital services, payment may be made onlyif the services are those which the records of the hospital indicate
were furnished during periods when the individual was receiving
intensive treatment services, services necessary for diagnostic study,
or similar services.
Paragraph (4) of section 1814(a) provides that, in the case of in-

patient tuberculosis hospital services, payment may be made only if
the services are those which the records of the hospital indicate were
furnished during periods when the individual was receiving treatment
which could reasonably be expected to improve his condition or render
it noncommunicable.
Paragraph (5) of section 1814(a) provides that payment may not

be made for inpatient hospital services furnished an individual after
the 20th day of a continuous stay or for posthospital extended care
services furnished continuously after a period of time prescribed in
regulations if the Secretary, before such individual's admission to the
hospital or extended care facility, has rendered an adverse decision
under section 1866(d) after a finding that the hospital or extended
care facility is not making the necessary utilization reviews of long-
stay cases.
Paragraph (6) of section 1814(a) provides that payment may not be

made for inpatient hospital services or posthospital extended care
services furnished an individual during a continuous period after a
finding (as described in sec. 1861(k)(4)) by the physican members
of the appropriate utilization review committee that further inpatient
hospital services or posthospital extended care services are medically
unnecessary. If such a finding has been made, payment may be
made for services,furnished through the third day after the day the
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notice of such finding is received by the hospital or extended care
facility.
Reasonable cost of services

Section 1814(b) provides that the amount to be paid any provider
for services under part A is the reasonable cost of such services (subject
to the deductibles under sec. 1813), as determined under section
1861(v) (discussed below).
No payments to Federal providers of services

Section 1814(c) provides that no payment is to be made to a Federal
provider of services, except for emergency services, unless the Secre-
tary determines that the provider is furnishing services to the public
generally as a community institution or agency. Payment may not
be made to any provider for any item or service which it is required to
render at public expense under a law of or contract with the United
States.
Payments for emergency hospital services

Section 1814(d) provides that payment may be made for emergency
hospital services, in the absence of an agreement of the kind otherwise
required between the Secretary and the hospital, to the extent that
the Secretary would be required to make payment if the hospital had
such an agreement in effect and otherwise meets the conditions of
payment. (See sec. 1861(e) for the definition of a hospital eligible
under this provision.) The hospital would have to agree, as a condi-
tion of payment under this provision, not to charge the patient for
the emergency services.
Payment for inpatient hospital services prior to notification of non-

eligibility
Section 1814(e) provides that if a hospital has acted reasonably

and in good faith in assuming that an individual was entitled to have
payment made for impatient hospital services under part A, the
hospital can receive payment for such services furnished to the
individual, even though he is not entitled to have such payment made,
prior to notification from the Secretary that the individual is not so
entitled. However, this provision would apply only if such payment
is precluded solely because the individual has used up his 120 days of
entitlement to inpatient hospital services in the spell of illness; and
no payment may be made unless the hospital refunds any payment
already obtained from the individual or on his behalf with respect to
the services involved. In any event, payment may not be made
under this provision for services furnished an individual after the sixth
elapsed day after the day of his admission to the hospital (not counting
Saturday, Sunday, or a legal holiday as an elapsed day). Payment
to the hospital under section 1814(e) would constitute an overpayment
to the individual (and could be recovered) under section 1870.
Payment for certain emergency hospital services furnished outside the

United States
Section 1814(f) provides that the authority contained in section

1814(d) relating to payments for emergency hospital services, will
be applicable to emergency hospital services furnished by a hospital
located outside the United States if the individual was present in
the United States at the time the emergency which necessitated
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inpatient hospital services occurred and the hospital outside the
United States was closer to, or substantially more accessible from, the
place where the emergency arose than the nearest hospital within the
individual's illness or injury and available for the treatment of the
illness or injury.

SECTION 1816. PAYMENT TO PROVIDERS OF SERVICES

Section 1815 provides that the Secretary will determine the amounts
to be paid to providers of services under part A (such amounts to be
paid not less often than monthly) from the Federal Hospital Insurance
Trust Fund. The provider must furnish such information as the
Secretary may request in order to determine the amounts to be paid
to the provider.
SECTION 1816. USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS TO

FACILITATE PAYMENT TO PROVIDERS OF SERVICES

Section 1816(a) provides that if any group or association of providers
of services wishes to have payments under part A made through a
national, State, or other public or private agency or organization and
nominates an agency or organization for this purpose, the Secretary
may enter into an agreement with the agency or organization providing
for the determination (subject to such review by the Secretary as may
be provi(!ed for in the agreement) of the amounts to be paid under
part A to such providers, and for the payment to such providers of
the amounts so determined. The agreement could also include
provision for the agency or organization to do all or any part of the
follo ing: (1) provide consultative services to institutions or agencies
to enable them to establish and maintain-fiscal records and otherwise
to qualify as participants in the program; and (2) serve as a center
for communications between the providers covered under the agree-
ment and the Secretary, make such audits of the records of such
providers as may be necessary to assure proper payment, and perform
such other functions as are necessary to carry out section 1816(a).

Section 1816(b) provides that the Secretary is not to enter into an
agreement with an agency or organization under section 1816(a) unless
(1) he finds that (A) to do so is consistent with effective and efficient
administration, (B) the agency or organization is willing and able to
assist the providers in the application of safeguards against unneces-
sary utilization of services (and the agreement provides for such assist-
ance), and (2) the agency or organization agrees to furnish to the
Secretary such information acquired by it in carrying out its agree-
ment as the Secretary may find necessary to perform his functions
under part A.

Section 1816(c) provides that an agreement with an agency or
organization under section 1816(a) may contain such terms and con-
ditions as the Secretary finds necessary or appropriate and may pro-
vide for advances of funds to the agency or organization for making
payments to providers of services. Such an agreement will also pro-
vide for payment to the agency or organization of the necessary and
proper costs of carrying out its functions performed or to be performed
under the terms of the agreement.

Section 1816(d) provides that if the nomination of an agency or
organization is made by-a group or association of providers of services,
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it will not be binding on members of such group or association which
notify the Secretary of their election to that effect. Any provider
may, upon notice, withdraw its nomination to receive payments
through such agency or organization. Any provider which has with-
drawn its nomination (and any provider which has not made a nomina-
tion) may elect to receive payments either directly from the Secretary
or from any agency or organization which has entered into an agree-
ment with the Secretary under section 1816(a) if the Secretary and
such agency or organization agree to it.

Section 1816(e) provides that an agreement with the Secretary
under section 1816(a) may be terminated by the agency or organization
at such time and upon such notice as may be provided in regulations.
An agreement may also be terminated by the Secretary at such time
and upon such notice as may be provided in regulations, but only if he
finds (after reasonable notice and opportunity for hearing) that the
agency or organization has failed substantially to carry out the
agreement or that the continuation of the agreement is disadvanta-
geous or is inconsistent with the efficient administration of part A.

Section 1816(f) provides that an agreement with any agency or
organization under section. 1816(a) may require any of its officers or
employees who are, participating in carrying out the agreement to give
surety bond to the United States in such amount as the Secretary may
deem appropriate.
Paragraph (1) of section 1816(g) provides that no individual

designate pursuant to such an agreement as a certifying officer will
in the absence of gross negligence or intent to defraud the United
States, be liable for any payments incorrectly certified by him.
Paragraph (2) of section 1816(g) provides a similar immunity for

disbursing officers who make an incorrect payment based upon a
voucher signed by a certifying officer designated as provided in
paragraph (1).
Paragraph (3) of section 1816(g) provides that no agency or organi-

zation will be liable to the United States for any payments referred to
in paragraph (1) or (2).

SECTION 1817. FEDERAL HOSPITAL INSURANCE TRUST FUND

Section 1817(a) creates the Federal Hospital Insurance Trust Fund;
which will consist of amounts deposited in or appropriated to it as
provided in part A. For the fiscal year ending June 30, 1966, and for
each fiscal year thereafter, there are appropriated to the trust fund
amounts equal to (1) the taxes imposed by sections 3101(b) and
3111(b) of the Internal Revenue Code of 1.954 on wages reported to
the Secretary of the .Treasury. after December 31, 1965, and (2) the
taxes imposed by section 1401(b) of the Internal Revenue Code of
1954 on self-employment income reported to the Secretary of the
Treasury on tax returns. These wages and self-employment income
are to be certified by the Secretary of Health, Education, and Welfare
on the basis of records established and maintained by him in accord-
ance with such reports and returns. The amounts tobe appropriated,
which will be determined by the Secretary of the Treasury on the basis
of estimates of the taxes, are to be transferred from time to time from
the general fund of the Treasury to the trust fund, with adjustments
being made for prior estimates which were greater or lesser than the
taxes.

165



SOCIAL SECURITY AMENDMENTS OF 1965

Section 1817(b) creates the Board of Trustees of the trust fund,
to be composed of the Secretary of the Treasury, the Secretary of
Labor, and the Secretary of Health, Education, and Welfare. The
Board of Trustees will meet at least bnce each calendar year. The
Secretary of the Treasury will be the Managing Trustee of the Board
of Trustees, and the Commissioner of Social Security will serve as the
Secretary of the Board. The Board of Trustees will (1) hold the trust
fund; (2) report to the Congress by March 1 of each year on the opera-
tion and status of the trust fund for the preceding fiscal year and on its
expected operation and status for the current fiscal year and the
next 2 fiscal years; (3) report immediately to the Congress whenever
the Board believes that the amount of the trust fund is unduly small;
and (4) review the general policies followed in managing the trust
fund and recommend changes in those policies, including necessary
changes in the provisions of the law which govern the way in which
the trust fund is to be managed. The report on the status and opera-
tion of the trust fund is to include a statement of the assets of and
disbursements from the fund during the preceding year, an estimate
of income and disbursements for the current fiscal year and each
of the next 2 fiscal years, and a statement of the actuarial status of
the trust fund, and is to be printed as a House document of the
session of the Congress to which the report is made.

Section 1817(c) provides that it is the duty of the Mfnaging
Trustee to invest the portion of the trust fund which in his judgment,
is not required to meet current withdrawals. These investments
may be made only in interest-bearing obligations of the United States
or in obligations guaranteed as to both principal and interest 1 y the
United States. They may be acquired on original issue at the issue
rice, or by purchase of outstanding obligations at the market price.

The Second Liberty Bond Act is extended to authorize the issuance
at par, for purchase by the trust fund, of public-debt obligations
having maturities fixed with due regard for the needs of the trust
fund and bearing interest at a rate equal to the average market
yield on all marketable interest-bearing obligations of the United
States which are a part of the public debt at the end of the calendar
month preceding the date of issue and which are not due or callable
until after 4 years from such month. If the average market yield
is not a multiple of one-eighth of 1 percent, the rate of interest will
be the multiple of one-eighth of 1 percent nearest such market yield.
Other interest-bearing obligations of the United States or obligations
guaranteed by the United States may be purchased by the ManagingTrustee only when he determines it is in the public interest.

Section 1817(d) provides that any obligations acquired by the
trust fund may be sold by the Managing Trustee at the market
price, except public-debt obligations issued exclusively to the trust
fund, which may be redeemed at par plus accrued interest.

Section 1817(e) provides that the interest on and proceeds from the
sale of any obligations held in the trust fund will be credited to and
form a part of the fund.

Paragraph (1) of section 1817(f) directs the Managing Trustee to
pay from time to time from the trust fund into the Treasury the
amount estimated by him as taxes imposed under section 3101(b) of
the Internal Revenue Code of 1954 which are subject to refund under
section 6413(c) of the Code with respect to wages paid after December
31, 1965. Such taxes are to be determined on the basis of the records
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of wages.established and maintained by the Secretary of Health,
Education, and Welfare in accordance with the wages reported to the
Secretary of the Treasury or his delegate pursuant to subtitle F of the
Code, and the Secretary of Health, Education, and Welfare will furnish
the Managing Trusteei such. information as may be required for this
purpose. The payments are to be covered into the Treasury as
repayments to the account for refunding internal revenue collections.

Paragraph (2) of section 1817(f) provides that repayments under
paragraph (1) will not be available for expenditures but will be carried
to the surplus fund of the Treasury.

Section 1817(g) provides for the transfer at least once each fiscal
year to the trust fund, from the Federal Old-Age and Survivors In-
surance Trust Fund and the Federal Disability Insurance Trust Fund,
of amounts equal to the amounts certified by the Secretary as over-
payments under section 1870(b). It also provides for the transfer at
least once each fiscal year to the trust fund from the railroad retire-
ment account of amounts equal to the amounts certified by the
Secretary as overpayments to the Railroad Retirement Board under
section 1870(b). These amounts represent the overpayments which
are to be collected by reducing the cash monthly benefits payable to
(or on the earnings record of) the individual involved under title II of
the Social Security Act or under the Railroad Retirement Act of 1937.

Section 1817(h) provides that the Managing Trustee will also pay
from time to time from the trust fund such amounts as the Secretary
of Health, Education, and Welfare certifies are necessary to pay the
benefits provided by part A and the administrative expenses in
accordance with section 201(g)(1) of the act.

PART B-SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED

SECTION 1831. ESTABLISHMENT OF SUPPLEMENTARY MEDICAL INSURANCE
PROGRAM FOR THE AGED

Section 1831 establishes a voluntary medical insurance program for
individuals aged 65 or over to be financed from premium payments by
enrollees together with contributions from funds appropriated by the
Federal Government.

SECTION 1882. SCOPE OF BENEFITS

Section 1832(a) provides that the benefits made available to an
individual under the insurance program established by part B consist
of--

(1) entitlement to have payment made to him or on his behalf
for medical and other health services not furnished by (or under
arrangements with) a provider of services (such as a hospital or
home health agency); and

(2) entitlement to have payment made on his behalf for (A)
home health services for up to 100 visits during a calendar year
(without regard to whether or not the individual has been in a
hospital); and (B) medical and other health services (other than
physicians' services unless furnished by a resident or intern of a
hospital or unless such services are in the field of pathology,
radiology, physiatry, or anesthesiology) furnished by a provider
of services (or by others under arrangements with them).
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Section 1832(b) contains a cross reference to the definitions of
"spell of illness", "medical and other health services", and other
terms used in part B which are found in section 1861.

SECTION 1833. PAYMENT OF BENEFITS

Section 1833(a) provides for the amount of payment that will be
made from the Federal Supplementary Medical Insurance Trust
Fund in the case of each individual covered under the insurance
program established by part B who incurs expenses for services.
Paragraph (1) of section 1833(a) provides that payment will be

made for 80 percent of the reasonable charges for medical and other
health services described in section 1832(a)(1); except that an organi-
zation which provides medical and other health services (or arranges
for their availability) on a prepayment basis may elect to be paid 80
percent of the reasonable cost of services for which payment may be
made under part B on behalf of individuals enrolled in such organiza-
tion if it undertakes to charge such individuals no more than 20
percent of such reasonable cost plus any deductible amounts payable
by them as a result of section 1833(b).
Paragraph (2) of section 1833(a) provides that payment will be

made for 80 percent of the reasonable cost (as determined under sec.
1861 (v)) of home health services and medical and other health services
described in section 1832(a)(2).

Section 1833(b) provides that, before any payment is made by the
program for covered expenses incurred by an individual during any
calendar year, the individual must meet a deductible of $50. How-
ever, the deductible for any year will be reduced by the amount of
any expenses which the individual incurred in the last 3 months of the
preceding calendar year and which were applied toward the $50
deductible in such preceding year; the amount of any deductible
imposed under section 1813(a)(2)(A) with respect to outpatient hos-
pital diagnostic services furnished in any year will be regarded as an
incurred expense under part B for such year. For example, in 1967-68
if the total amount of the outpatient hospital diagnostic services is
$30, under part A the individual pays the first $20 and then 20 percent
of the remaining $10, or a total of $22; the $20 is then considered as
an incurred expense for part B.

Section 1833(c) provides that (notwithstanding any other provision
of part B) expenses incurred in any calendar year for the treatment
of mental, psychoneurotic, and personality disorders of an individual
who is not an inpatient of a hospital at the time will be considered
as incurred expenses for purposes of section 1833 (a) and (b) only to
the extent of $312.50 or 622 percent of the expenses, whichever is
smaller. When the 80-percent coinsurance under section 1833(a) is
applied to these limits, the actual dollar amount which can be paid
under part B for such outpatient psychiatric expenses is $250 or 50
percent of the charges, whichever is less (subject to the deductible
under sec. 1833(b) unless other expenses have been used to satisfy
it).

Section 1833(d) provides that payment may not be made under
part B for services furnished an individual if such individual is entitled
(or would be entitled except that the expenses involved were used in
satisfying a deductible or a reduction under sec. 1813) to have payment
made for those services under part A.
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Section 1833(e) provides that no payment will be made under
part B unless the information necessary to determine the amounts
due has been furnished.

SECTION 1834. DURATION OF SERVICES

Section 1834(a) provides that payment may not be made under
part B for home health services furnished an individual during any
calendar year after sach services have been furnished to him for 100
visits during the year. The charging of visits in connection with the
provision of covered home health items and services for this purpose
is to be determined in accordance with regulations.

Section 1834(b) provides that home health services will be taken
into account for purposes of the limits on duration of coverage pre-
scribed in section 1834(a) only if payment under part B is made or
would be made if the services had been furnished within such limits
and the request and certification requirements described in section
1835(a) had been met for such services.

SECTION 1835. PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS
OF SERVICES

Section 1835(a) provides that payment for the services described in
section 1832(a)(2) (home health services and medical and other
health services) may be made only to providers of services which
have an agreement with the Secretary under section 1866 and only
if the requirements of section 1835(a) with respect to requests and
certifications are satisfied.

Paragraph (1) of section 1835(a) requires that a written request
(signed by the individual who received the services or by another
person when it is impracticable for him to do so) be filed for such
payment under regulations issued by the Secretary.

Paragraph (2) of section 1835(a) requires that a physician certify
(and recertify, in such cases and as often and with such supporting
material as may be provided in regulations) that-

(A) in the case of home health services, the services were re-
quired because the individual was confined to his home (except
when receiving services referred to in sec. 1861(m)(7)) and
needed intermittent skilled nursing care, or physical or speech
therapy, and the services were furnished while the individual is
or was under the care of a physician and under a plan established
and reviewed periodically by a physician; and

(B) in the case of medical and other health services, the serv-
ices were medically required.Under the last sentence of section 1835(a), to the extent provided

by regulations, the certification and recertification requirements of
paragraph (2) will be deemed satisfied where a physician makes the
certification or recertification at a date later than the day it was
required under paragraph (2), if it is accompanied by such medical
or other evidence as may be required by regulations.

Section 1835(b) provides that no payment is to be made under
part B to a Federal provider of services unless the Secretary determines
that the provider is furnishing services to the public generally as a
community institution or agency (St. Elizabeths Hospital in Wash-

49-643 0--5-pt. 1---212
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ington, D.C., for example). Payment may not be made to anyprovider for any item or service which it is required to render at
public expense under a law of or contract with the United States.

SECTION 1886. ELIGIBLE INDIVIDUALS

Section 1836 provides that every individual who has attained the
age of 65 and is a resident of the United States, and is a citizen or is an
alien lawfully admitted for permanent residence who has resided in
the United States continuously during the 10 years immediatelypreceding the month he applies for enrollment, is eligible to enroll in
the insurance program established by part B. (However, section
104(b)(2) of the bill provides that a person convicted of certain
offenses related to the national security may not enroll under part B.)

SECTION 1837. ENROLLMENT PERIODS

Section 1837(a) provides that an individual may enroll in the insur-
ance program established by part B only in such manner and form as
may be prescribed in regulations, and only during an enrollment
period described in section 1837.
Paragraph (1) of section 1837(b) provides that no individual mayenroll for the first time under part B more than 3 years after the close

of the first enrollment period during which he could have enrolled.
Paragraph (2) of section 1837(b) provides that an individual whose

enrollment under part B has terminated may not enroll for a second
time unless he does so in a general enrollment period (as provided in
sec. 1837(e)) which begins within 3 years after the effective date of
such termination. No individual may enroll under part B more than
twice.
Section 1837(c) provides that the initial general enrollment period

is to begin on April 1, 1966, and is to ond on September 30, 1966.
This initial general enrollment period is open to individuals who meet
the eligibility requirements of section 1836 before July 1, 1966.
Section 1837(d) provides that the.initial enrollment period for an

individual who first meets the eligibility requirements of section 1836
on or after July 1, 1966, is to begin on the first day of the third
month before the month in which he first meets the eligibility require-ments and is to end 7 months later. For example, if a resident citizen
becomes 65 in April 1967, his enrollment period begins with January
1, 1967, and ends with July 31, 1967.
Section 1837(e) provides that there is to be a general enrollment

period from October 1 to December 31 of each even-numbered yearbeginning with 1968.

SECTION 1838. COVERAGE PERIOD

Section 1838(a) provides that an individual's coverage period (the
period during which he is entitled to benefits under the insurance
program established by pt. B and the period for which premiums
are due) will begin on whichever of the following is the latest:

(1) January 1, 1967; or
(2)(A) in the case of an individual who enrolls pursuant to section

1837(d) before the month in which he first satisfies the eligibility
requirements of section 1836, the first day of such month; or
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(B) in the case of an individual who enrolls pursuant to section
1837(d) in the month in which he first satisfies the eligibility require-
ments of section 1836, the first day of the month following the month
in which he so enrolls; or

(C) in the case of an individual who enrolls pursuant to section
1837(d) in the month following the month in which he first satisfies
the eligibility requirements of section 1836, the first day of the second
month following the month in which he so enrolls; or

(D) in the case of an individual who enrolls pursuant to section
1837(d) more than 1 month following the month in which he first satis-
fies the eligibility requirements of section 1836, the first day of the third
month following the month in which he so enrolls; or

(E) in the case of an individual who enrolls pursuant to section
1837(e), the July 1 following the month in which he so enrolls.

Section 1838(b) provides that an individual's coverage period will
continue until his enrollment has been terminated (1) by the filing of
notice, during a general enrollment period, that he no longer wishes to
participate in the program, or (2) for nonpayment of premiums. The
termination of a coverage period by the filing of such a notice will take
effect at the close of December 31 of the year in which the notice is
filed; a termination for nonpayment of premiums will take effect on a
date determined under regulations, which may provide a grace period
of up to 90 days during which overdue premiums may be paid and the
coverage period continued.

Section 1838(c) provides that payment may be made under part B
only for expenses incurred by an individual during his coverage period.

SECTION 1839. AMOUNTS OF PREMIUMS

Section 1839(a) provides that the monthly premium for each indi-
vidual enrolled under part B for each month before 1969 is to be $3.
Paragraph (1) of section 1839(b) provides that for each month after

1968 the amount of the monthly premium of each individual enrolled
under part B will be determined under paragraph (2).

Paragraph (2) of section 1839(b) provides that the Secretary, be-
tween July 1 and October 1 of 1968 and of each even-numbered year
thereafter, will determine and promulgate the dollar amount which is
to be applicable for premiums for months occurring in the 2 succeed-
ing calendar years. Such dollar amount will be the amount the Secre-
tary estimates to be necessary so that the aggregate premiums for
such 2 succeeding calendar years will equal one-half of the benefits
and administrative costs which he estimates will be payable from the
Federal Supplementary Medical Insurance Trust Fund for the 2
succeeding years. In estimating aggregate benefits payable for any
period, the Secretary will include an appropriate amount for a con-
tingency margin.

Section- 1839(c) provides that in the case of an individual whose
coverage period begins pursuant to an enrollment after his initial en-
rollment period (as determined by sec. 1837 (c) or (d)), the monthly
premium determined under section 1839(b) will be increased by 10
percent of the monthly premium so determined for each full 12 months
m which he could have been but was not enrolled. For these pur-
poses there will be taken into account (1) the months which elapsed
between the close of his initial enrollment period and the close of the
enrollment period in which he enrolled, plus (in the case of an indi-
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vidual who enrolls for a second time) (2) the months which elapsed
between the date of the termination of his first coverage period and the
close of the enrollment period in which he enrolled for the second time.

Section 1839(d) provides that if any monthly premium determined
under the preceding provisions of section 1839 is not a multiple of 10
cents, it is to be rounded to the nearest multiple of 10 cents.

SECTION 1840. PAYMENT OF PREMIUMS

Paragraph (1) of section 1840(a) provides that the monthly pre-
mium of an individual who is entitled to monthly social security bene-
fits under section 202 is to be collected (except as provided in subsec.
(d)) by deducting the premium from the amount of such benefits.
The deductions called for under this paragraph will be made in accord-
ance with regulations of the Secretary.

Paragraph (2) of section 1840(a) provides that the Secretary of the
Treasury is to transfer periodically from the Federal Old-Age and
Survivors Insurance Trust Fund, and from the Federal Disability
Insurance Trust Fund (for example, for premiums deducted in the
case of a woman aged 65 or rver entitled to benefits as the wife of a
disability beneficiary under age 65), to the Federal Supplementary
Medical Insurance Trust Fund, the total amount deducted under
paragraph (1). Such transfers are to be made on the basis of certifica-
tions by the Secretary of Health, Education, and Welfare and will be
adjusted to the extent that prior transfers were too great or too small.

Paragraph (1) of section '1840(b) provider that the monthly pre-
mium of an individual who is entitled to receive an annuity or pension
for a month under the Railroad Retirement Act of 1937 is to be
collected (except as provided in subsec. (d)) by deducting the premium
from such annuity or. pension. The deductions called for under this
paragraph will be made in accordance with regulations of the Secre-
tary (prescribed after consultation with the Railroad Retirement
Board).

Paragraph (2) of section 1840(b) provides that the Secretary of the
Treasury is to transfer periodically from 'the railroad retirement
account to the Federal Supplementary Medical Insurance Trust Fund
the total amount deducted under paragraph (1). Such transfers are
to be made on the basis of certifications by the Railroad Retirement
Board and will be adjusted to the extent that prior transfers were too
great or too small.

Section 1840(c) provides that if an individual is entitled both to
monthly social security benefits under section 202 and to an annuity
or pension under the Railroad Retirement Act of 1937 at the time he
enrolls under part B, or if he becomes simultaneously entitled both to
such benefits and such annuity or pension after he enrolls, section
1840(a) will apply (i.e., the deduction for premiums will be made from
his social security benefits); except that in the latter case, if the first
month for which he was entitled to social security benefits was later
than the first month for which he was entitled to a railroad retirement
annuity or pension, then section 1840(b) will apply (i.e., the deduction
for premiums will continue to be made from such annuity or pension).

Section 1840(d) provides that if an individual estimates that the
amount which will be available for deduction under section 1840 (a)
or (b) for any premium payment period will be less than the amount
of the monthly premiums during that period, so that his premiums
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could not be deducted from his benefits on a month-to-month basis,
lie may (under regulations) pay to the Secretary such portion of the
monthly premiums for such period as he desires. For example, if an
individual hag earnings such that under the retirement test no cash
social security benefits are payable to him during a year, he can pay
his premiums over the course of the year (in accordance with regula-
tions) rather than having them collected from future benefits.

Paragraph (1) of section 1840(e) provides that in the case of an
individual receiving an annuity under the Civil'Service Retirement
Act or under another act administered by the Civil Service Commis-
sion, which provides retirement or survivorship protection, to whom
neither section 1840(a) nor 1840(b) applies, his monthly premiums
under part B will, upon notice from the Secretary of Health, Education,
and Welfare to the Civil Service Commission, be collected by deduct-
ing the premium amount from each installment of the annuity. If an
annuitant agrees, such a deduction will also be made in the case of
his spouse to whom neither section 1840(a) nor 1840(b) applies. The
deduction will be made in such manner and at such times as the Civil
Service Commission may determine and the Commission will furnish
such information as the Secretary of Health, Education, and Welfare
may reasonably request to carry out his functions with respect to
the annuitants and their spouses.
Paragraph (2) of section 1840(e) provides that the Secretary of the

Treasury is to transfer periodically but not less often than quarterly
from the civil service retirement and disability fund, or the account
(if any) applicable in the case of such other act administered by the
Civil Service Commission, to the Federal Supplementary Medical
Insurance Trust Fund the total amount deducted under paragraph
(1). Such transfer is to be made on the basis of a certification by the
Civil Service Commission and will be adjusted to the extent that
prior transfers were too great or too small.

Section 1840(f) provides that in the case of an individual who
participates in the insurance program established by part B but to
whom none of the preceding provisions of section 1840 (other than
subsec. (d)) applies (i.e., who is not a social security, a railroad
retirement, or a Federal civil service beneficiary), the premiums are
to be paid to the Secretary at such times and in such manner as may
be prescribed by regulations.

Section 1840(g) provides that amounts paid to the Secretary under
section 1840 (d) or (f) are to be deposited in the Treasury to the
credit of the Federal Supplementary Medical Insurance Trust Fund.

Section 1840(h) provides that the premiums for an individual
enrolled under part B will be payable for the period commencing with
the first month of his coverage period and ending with the month in
which he dies or, if earlier, in which his coverage period ends.

SECTION 1841. FEDERAL SUPPLEMENTARY MEDICAL INSURANCE TRUST
FUND

Section 1841(a) creates the Federal Supplementary Medical In-
surance Trust Fund, which will consist of amounts deposited in or ap-
propriated to it as provided in part B.

Section 1841(b) creates the Board of Trustees of the trust fund,
which is to meet at least once each calendar year and will be composed
of the Secretary of the Treasury, the Secretary of Labor, and the
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Secretary of Health, Education, and Welfare. The Secretary of the
Treasury will be the Managing Trustee of the Board of Trustees, and
the Commissioner of Social Security will serve as the Secretary of the
Board. The Board of Trustees will (1) hold the trust fund; (2) re-
port to the Congress by March 1 of each year on the operation and
status of the trust fund for the preceding fiscal year and on its ex-
pected operation and status during the current fiscal year and the
next 2 fiscal years; (3) report immediately to the Congress whenever
the Board believes that the amount of the trust fund is unduly small;
and (4) review the general policies followed in managing the trust
fund and recommend changes therein, including necessary changes in
the provisions of the law which govern the way in which the trust
fund is to be managed. The report on the status and operation of the
trust fund is to include a statement of the assets of and disbursements
from the fund during the preceding year, an estimate of income and
disbursements during the current fiscal year and each of the next 2
fiscal years, and a statement of the actuarial status of the trust fund,
and is to be printed as a House document of the session of the Congress
to which the report is made.

Section 1841(c) provides that it is the duty of the Managing Trustee
to invest the portion of the trust fund which, in his judgment, is
not required to meet current withdrawals. These investments may
be made only in interest-bearing obligations of the United States or
in obligations guaranteed as to both principal and interest by the
United States. They may be acquired on original issue at the issue
price, or by purchase of outstanding obligations at the market price.
The Second Liberty Bond Act is extended to authorize the issuance
at par, for purchase by the trust fund, of public-debt obligations
having maturities fixed with due regard for the needs of the trust
fund and bearing interest at a rate equal to the average market yield
on all marketable interest-bearing obligations of the United States
which are a part of the public debt at the end of the calendar month
preceding the date of issue and which are not due or callable until
after 4 years from such month. If the average market yield is not
a multiple of one-eighth of 1 percent, the rate of interest will be
the multiple of one-eighth of 1 percent nearest such market yield.
Other interest-bearing obligations of the United States or obligations
guaranteed by the United States may be purchased by the Managing
Trustee only when he determines it is in the public interest.

Section 1841(d) provides that any obligations acquired by the trust
fund may be sold by the Managing Trustee at the market price,
except public-debt obligations issued exclusively to the trust fund,
which may be redeemed at par plus accrued interest.

Section 1841(e) provides that the interest on and proceeds from
the sale of any obligations held in the trust fund will be credited
to and form a part of the fund.

Section 1841(f) provides for the transfer at least once each fiscal
year to the trust fund, from the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance Trust
Fund, of amounts equal to the amounts certified by the Secretary of
Health, Education, and Welfare as overpayments under section
1870(b). It also provides for the transfer at least once each fiscal
year to the trust fund from the railroad retirement account of amounts
equal to the amounts certified by the Secretary as overpayments to
the Railroad Retirement Board under section 1870(b). These
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amounts represent the overpayments which are to be collected by
reducing the cash monthly benefits payable to (or on the earnings record
of) the individual involved under title II of the Social Security Act
or under the Railroad Retirement Act of 1937.

Section 1841(g) provides that the Managing Trustee will also
pay from time to time from the trust fund such amounts as the
Secretary of Health, Education, and Welfare certifies are necessary to
make the payments provided for by part B and the payments for
administrative expenses in accordance with section 201 (g) (1) of the act.

Section 1841 (h) provides that the Managing Trustee will also pay
from time to time from the trust fund such amounts as the Secretary
of Health, Education, and Welfare certifies are necessary to pay the
costs incurred by the Civil Service Commission in making deductions
pursuant to section 1840(e). During each fiscal year, or after the
close of such fiscal year, the Civil Service Commission shall certify
to the Secretary the amount of the costs it incurred in making such
deductions. Such certified amount will be the basis for the amount
of such costs certified by the Secretary to the Managing Trustee.

SECTION 1842. USE OF CARRIERS FOR ADMINISTRATION OF BENEFITS

Section 1842(a) provides that in order to carry out the adminis-
tration of the voluntary medical insurance program established by
part B with maximum efficiency and convenience for individuals en-
titled to benefits under part B and for providers of services and other
persons furnishing services to such individuals, and with a view to
furthering coordination of the administration of the benefits under
part A and part B, the Secretary is authorized to enter into contracts
with carriers (including carriers with which agreements under sec. 1816
are in effect) which will undertake to perform some or all of the func-
tions listed in paragraphs (1) through (4) of section 1842(a) or, to the
extent provided in the contracts, to secure performance of such func-
tions by other organizations. With respect to the functions which
involve payments for physicians' services, the Secretary will to the
extent possible enter into contracts with carriers.

Paragraph (1). of section 1842(a) provides that the carriers under
contract (or such other organizations) will (A) make determinations
of the rates and amounts of payments required pursuant to part B
to be made to providers of services and other persons on a reasonable
cost or reasonable charge basis, whichever applies; (B) receive, dis-
burse, and account for funds in making such payments; and (C) make
audits of the records of providers of services necessary to assure that
proper payments are made to them under part B.
Paragraph (2) of section 1842(a) provides that the carriers will

determine compliance with the requirements of section 1861(k) as to'
utilization review, and assist providers and other persons who furnish
services for which payment may be made under part B in the develop-
ment of procedures relating to utilization practices, make studies of
the effectiveness of utilization procedures, assist in the application of
safeguards against unnecessary utilization of services furnished by
providers and other persons to individuals entitled to benefits under
part B, and provide procedures for and assist in arranging, where
necessary, the establishment of groups outside hospitals (meeting the
requirements of sec. 1861(k)(2)) to make reviews of utilization.
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Paragraph (3) of section 1842(a) provides that the carriers will serve
as a channel of communication of information relating to the admin-
istration of the voluntary medical insurance program under part B.

Paragraph (4) of section 1842(a) provides that the carriers will
assist in discharging other necessary administrative duties, as may be
provided in the contract.

Paragraph (1) of section 1842(b) provides that contracts with
carriers under subsection (a) may be entered into without regard to
section 3709 of the Revised Statutes or any other provision of law
requiring competitive bidding.

Paragraph (2) of section 1842(b) provides that the Secretary is
not to enter into a contract with a carrier unless he finds that the
carrier will perform its obligations under the contract efficiently and
effectively and will meet such requirements relating to financial
responsibility, legal authority, and other matters as he finds pertinent.

Paragraph (3) of section 1842(b) provides that each contract must
provide that the carrier will-

(A) take necessary action to assure that, where payment
under part B for a service is on a cost basis, the cost is reasonable
cost (as determined under sec. 1861(v));

(B) take necessary action to assure that, where payment under
part B for a service is on a charge basis, such charge will be
reasonable and not higher than the charge applicable, for a
comparable service and under comparable circumstances, to the
policyholders and subscribers of the carrier, and such payment
will be made on the basis of a receipted bill, or on the basis of
an assignment under which the reasonable charge is the full
charge for the service;

(C) establish and maintain procedures under which an indi-
vidual enrolled under part B will be entitled to a fair hearing
by the carrier when request for payment is denied or is not
acted upon with reasonable promptness or when the amount of
payment is in controversy;

(D) furnish to the Secretary such timely information and
reports as may be necessary for the Secretary to perform his
functions under part B;and

(E) maintain and afford access to whatever records the Secre-
tary finds necessary to assure the correctness and verification of
the information and reports under subparagraph (D), and other-
wise to carry out the purposes of part B.

Each contract shall also contain such other terms and conditions
consistent with section 1842 as the Secretary may find necessary or
appropriate. In determine the reasonable charge for services for
section 1842(b)(3) there will be taken into consideration the customary
charges for similar services generally made by the physician or other
person furnishing such services as well as the prevailing charges in the
locality for similar services.

Paragraph (4) of section 1842(b) provides that each contract must
be for the term of at least 1 year, and may be made automatically
renewable unless either party provides notice of intent to terminate
the contract at the end of its current term. However, the Secretary
may terminate any such contract at any time (after such reasonable
notice and opportunity for hearing to the carrier as he may provide
in regulations) if he finds that the carrier has failed substantially to
carry out the contract or is carrying it out in a manner inconsistent
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with the efficient and effective administration of the insurance program
established by part B.

Section 1842(c) provides that each contract is to provide for ad-
vances of funds to the carrier for the making of payments by it
under part B, and for payment of the necessary and proper adminis-
trative costs of the carrier.

Section 1842(d) provides that any contract may require a carrier or
any of its officers or employees certifying payments or disbursing funds
pursuant to the contract, or otherwise participating in carrying out the
contract, to give surety bond to the United States in such amount as
the Secretary may deem appropriate.
Paragraph (1) of section 1842(e) provides that no individual

designated pursuant to a contract as a certifying officer will, in the
absence of gross negligence or intent to defraud the United States, be
liable for any payments incorrectly certified by him.

Paragraph (2) of section 1842(e) provides a similar immunity for
disbursing officers who make an incorrect payment based upon a
voucher signed by a certifying officer designated as provided in
paragraph (1).

Paragraph (3) of section 1842(e) provides that no carrier will be
liable to the United States for any payments referred to in paragraph
(1) or (2).

Section 1842(f) provides that, for purposes of part B, the term
"carrier" means (1) with respect to providers of services and other
persons, a voluntary association, corporation, or partnership, or other
nongovernmental organization which is lawfully engaged in providing,
paying for, or reimbursing the cost of health services under group
insurance policies or contracts, medical or hospital service agreements,
membership or subscription contracts, or similar group arrangements,
in consideration of premiums or other periodic charges payable to the
carrier, including a health benefits plan duly sponsored or under-
written by an employee organization; and (2) with respect to pro-
viders of services only, any agency or organization (not described in
(1)) with which an agreement is in effect under section 1816.

SECTION 1843. STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDI-
VIDUALS WHO ARE RECEIVING MONEY PAYMENTS UNDER PUBLIC.
ASSISTANCE PROGRAMS

Section 1843(a) provides that the Secretary, at the request of a
State made before January 1, 1968, will enter into an agreement with
such State to provide coverage under part B for all eligible individuals
who are in a coverage group elected by the State from the two groups
described in section 1843(b). (For definition of "eligible individual"
see sec. 1836, discussed above.)

Section 1843(b) provides that the agreement entered into with any
State under section 1843(a) may be applicable to either of the follow-
ing groups: (1) aged recipients of money payments under a plan
of the State approved under title I or XVI, or (2) aged recipients of
money payments under all of the lans of the State approved under
titles I, IV, X, XIV, and XVI. However, neither group may include
any individual entitled to monthly OASDI benefits or entitled to
receive an annuity or pension under the Railroad Retirement Act
of 1937.
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Section 1843(c) provides that, for purposes of section 1843, coverage
under the agreement may be provided only for an individual who is
an eligible individual (as described above) on the date the agreement
is entered into or who becomes an eligible individual in the period
between the date of the agreement and January 1, 1968. He will be
treated as a money payment recipient if he receives a money payment
for the month in which the agreement is entered into or any month
between such month and January 1968.

Section 1843(d) provides that in the case of any individual enrolled
pursuant to an agreement under section 1843-

(1) the monthly premium to be paid by the State is to be
determined under section 1839 (without any increase under
subsec. (c) thereof);

(2) his coverage period will begin either on January 1, 1967, on
the first day of the third month following the month in which the
State agreement is entered into, on the first day of the first
month in which he is both an eligible individual and a member of
the coverage group specified in the agreement, or on a date (not
later than January 1, 1968) specified in the agreement, whichever
is the latest; and

(3) his coverage period will end on either the last day of the
month in which he is determined by the State to have become
ineligible for the money payments specified in the agreement,
or the last day of the month before the first month for which he
becomes entitled to monthly benefits under title II or to an
annuity or pension under the Railroad Retirement Act of 1937.

Section 1843(e) provides that any individual whose coverage period
attributable to the State agreement is terminated (as described in
sec. 1843(d)(3)) will be deemed for purposes of part B (including the
continuation of his coverage period) to have enrolled under section
1837 in the initial general enrollment period (ending September 30,
1966) provided by section 1837(c).
Section 1843(f) provides that with respect to individuals receiving

money payments under a State plan approved under title I, IV, X,
XIV, or XVI, if the agreement so provides, the term "carrier" as
defined in section 1842(f) also includes the State agency specified in
the agreement which administers or supervises the administration of
the State plan approved under title I, XVI, or XIX. Thus, a State
agency which meets the definition of careerr" under section 1843(f)
could be considered a carrier with respect to all individuals receiving
the specified money payments (including those who are not eligible
to be in the coverage group as defined in sec. 1843(b) because they are
entitled to monthly social security benefits or a pension or annuity
under the railroad retirement system). The agreement with the State
will also contain provisions to facilitate the financial transactions of
the State and the carrier relating to deductions and coinsurance, in
the interest of economy and efficiency of operation with respect to
individuals receiving money payments under the Atate's plans ap-
proved under titles I, IV, X, XIV, and XVI.
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SECTION 1844. APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS
AND CONTINGENCY RESERVE

Section 1844(a) authorizes the appropriation from time to time of
a Government contribution, equal to the total premiums payable byindividuals who have enrolled under part B, from the Treasury to
the Federal Supplementary Medical Insurance Trust Fund.

Section 1844(b) provides that in order to assure prompt paymentof benefits and administrative expenses under part B during the earlymonths of the program, and to provide a contingency reserve, there is
also authorized to be appropriated for repayable advances (without
interest) to the trust fund, an amount (to remain available throughcalendar year 1968) equal to $18 multiplied by the number of in-
dividuals (as estimated by the Secretary) who could be covered in
January 1967 by the insurance program established by part B if theyhad theretofore enrolled.

PART C-MISCELLANEOUS PROVISIONS
SECTION 1861. DEFINITIONS OF SERVICES, INSTITUTIONS, ETC.

Section 1861 defines, for purposes of both part A and part B, the
terms used in the new title XVIII.
Spell of illness

Section 1861(a) defines the term "spell of illness" to mean a period
of consecutive days (1) beginning with the first day (not included in a
previous spell) on which the individual is furnished inpatient hospitalor extended care services and which occurs in a month for which he
is entitled to benefits under part A and (2) ending with the close
of the first period of 60 consecutive days thereafter throughout which
lie is neither an inpatient of a hospital nor an inpatient of an extended
care facility. (For special definitions of "hospital" and "extended
care facility"-for purposes of sec. 1861(a) (2), see discussion of secs.
1861(e) and 1861(j) below.)
Inpatient hospital services

Section 1861(b) defines the term "inpatient hospital services" to
mnean the following items and services furnished to an inpatient of a
hospital (and furnished by the hospital, except as provided in item
(3)): (1) bed and board; (2) such nursing services, use of hospital
facilities, medical social services, and drugs, biologicals, supplies,
appliances, and equipment for use in the hospital as are ordinarily
furnished by such hospital for the care and treatment of inpatients;
(3) other diagnostic or therapeutic items or services ordinarily fur-
nished by the hospital or by others under arrangements made by the
hospital. Excluded from the term "inpatient hospital services" are
the services of a private-duty nurse or attendant and medical or
surgical services provided by a physician, resident, or intern (other
than services provided in the field of pathology, rai^oAlogy, physiatry,
or anesthesiology); except that services of a resident-in-training or
intern provided under a teaching program approved by the American
Medical Association or the American Osteopathic Association and
services of a resident-in-training or a; intern in the field of dentistry
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provided under a program approved by the American Dental Associa-
tion are included in the term.
Inptient psychiatric hospital serve

Section 1861(c) defines the term "inpatient psychiatric hospital
services" to mean inpatient hospital services furnished to an inpatient
of a psychiatric hospital.
Inpatient tuberculosis hospital services

Section 1861(d) defines the term "inpatient tuberculosis hospital
services" to mean inpatient hospital services furnished to an inpatient
of a tuberculosis hospital.
Hospital

Section 1861(e) defines the term "hospital" to mean in general an
institution which (1) is primarily engaged in providing diagnostic
and therapeutic services for medical diagnosis, treatment, and care,
or rehabilitation services for injured, disabled, or sick persons; (2) main-
tains clinical records on all patients; (3) has bylaws in effect with
respect to its staff of physicians; (4) requires that every patient be
under the care of a physician; (5) provides 24-hour nursing service
rendered by or under the supervision of a registered nurse; (6) has in
effect a hospital utilization review plan satisfying section 1861(k);
(7) in the case of an institution in any State which provides for licensing
of hospitals, is licensed (or approved) by the licensing agency pursuant
to State or local law; and (8) meets such other requirements as the
Secretary finds necessary in the interest of health and safety (except
that these requirements may not be higher than the comparable re-
quirements prescribed for accreditation of hospitals by the Joint
Commission on Accreditation of Hospitals).
For the specific purpose of determining how long an individual is

out of a hospital in order to establish when a spell of illness ends, an
institution satisfying item (1) of the definition is a "hospital." In
determining whether emergency hospital services are covered under
section 1814, subsections (d) or (f), and for purposes of describing the
institution from which an individual must be transferred in order to be
eligible for posthospital extended care or posthospital home health
services, an institution satisfying items (1), (2), (3), (4), (5), and (7) of
the definition is a "hospital.y The term "hospital" does not (except
for purposes of determining when a spell of illness ends) include any
institution which is primarily for the care and treatment of mental
diseases or tuberculosis, unless it is a tuberculosis hospital as defined
in section 1861(g) or a psychiatric hospital as defined in section 1861(f).
The term "hospital" also includes a Christian Science sanatorium
operated or listed and certified by the First Church of Christ Scientist,
Boston, Mass., but payment may be made with respect to services
provided by or in such a sanatorium only to such extent and under
such conditions, limitations, and requirements (in addition to or in
lieu of those otherwise applicable) as may be provided in regulations.
Pschiatric hospital

Section 1861(f) defines the term "psychiatric hospital" to mean an
institution which (1) is primarily engaged in providing, by or under
the supervision of a physician, psychiatric services for the diagnosis
and treatment of mentally ill persons; (2) satisfies the requirements
prescribed for hospitals under items (3) through (8) of section 1861(e);
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(3) maintains clinical records on all patients and maintains such
records as the Secretary finds to be necessary to determine the
degree and intensity of the treatment provided to individuals entitled
to hospital insurance benefits under part A; (4) meets such staffing
requirements as the Secretary finds necessary for the institution
to carry out an active program of treatment for individuals who
are furnished services in the institution; and (5) is accredited by the
Joint Commission on Accreditation of Hospitals. If an institution
satisfies requirements (1) and (2) and contains a distinct part which
also satisfies requirements (3) and (4), the distinct part will be con-
sidered to be a "psychiatric hospital" if the institution is accredited
by the Joint Commission on Accreditation of Hospitals or the distinct
part satisfies requirements equivalent to the accreditation require-
ments of the Joint Commission as determined by the Secretary.
Tuberculosis hospital
Section 1861(g) defines the term "tuberculosis hospital" to mean

an institution which (1) is primarily engaged in providing, by or under
the supervision of a physician, medical services for the diagnosis and
treatment of tuberculosis; (2) satisfies the requirements prescribed for
hospitals under items (3) through (8) of section 1861(e); (3) maintains
clinical records on all patients and maintains such records as the
Secretary finds to be necessary to determine the degree and intensity
of the treatment provided to individuals covered under the insur-
ance program established by part A; (4) meets such staffing require-
ments as the Secretary may find necessary for the institution to carry
out an active program of treatment for individuals who are furnished
services in the institution; and (5) is accredited by the Joint Com-
mission on Accreditation of Hospitals. If an institution satisfies
requirements (1) and (2) and contains a distinct part which also
satisfies requirements (3) and (4), the distinct part will be considered
to be a "tuberculosis hospital" if the institution is accredited by the
Joint Commission on Accreditation of Hospitals or the distinct
part satisfies requirements equivalent to the accreditation require-
ments of the Joint Commission as determined by the Secretary.
Extended care services

Section 1861(h) defines the term "extended care services" to mean
the following items and services furnished to an inpatient of an ex-
tended care facility (and furnished by such facility except as provided
in items (3) and (6)): (1) nursing care furnished by or under the super-
vision of a registered nurse; (2) bed and board; (3) physical, occupa-
tional, or speech therapy furnished by the facility or others under
arrangements with them; (4) medical social services; (5) such drugs,
biological, supplies, appliances, and equipment as are ordinarily fur-
nished by the facility for care and treatment of inpatients; (6) medical
services of interns and residents-in-training under an approved teach-
ing program of a hospital with which such facility has in effect a trans-
fer agreement and certain other services provided by such a hospital;
and (7) such other health services as are generally provided by ex-
tended care facilities. Any service. which would not be covered
if furnished to an inpatient of a hospital is excluded.
Posthospital extended care services

Section 1861(i) defines the term "posthospital extended care serv-
ices" to mean extended care services (as defined in sec. 1861(h))
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furnished an individual after transfer from a hospital of which he was
an inpatient for not less than 3 consecutive days before his discharge.Items and services will be deemed to have been furnished to an indi-
vidual after transfer from a hospital, and he will be deemed to have
been an inpatient of the hospital immediately before transfer, if he is
admitted to the extended care facility within 14 days after dischargefrom such hospital. An individual will be deemed not to have been
discharged from an extended care facility if he is readmitted to such
facility or any other extended care facility within 14 days after dis-
charge therefrom.
Extended care facility

Section 1861 (j) defines the term "extended care facility" to mean
an institution (or a distinct part thereof) which has a transfer agree-
ment with one or more participating hospitals (as described in sec.
1861(1)) and which (1) is primarily engaged in providing to inpatients
skilled nursing care and related services, or rehabilitation services;
(2) has policies which are developed with the advice of and periodi-
cally reviewed by a professional group (including at least one physician
and at least one registered nurse) to govern the services it provides; (3)
has a physician, registered nurse, or medical staff responsible for the
execution of such policies; (4) requires that the health care of each
patient be under the supervision of a physician and provides for having
a physician available to furnish necessary emergency medical care;
(5) maintains clinical records on all patients; (6) provides 24-hour
nursing services sufficient to meet needs in accordance with facility
policies and has at least one registered professional nurse employed
full time; (7) provides appropriate methods for dispensing and admin-
istering drugs and biologicals; (8) has in effect a utilization review
plan satisfying section 1861(k); (9) is licensed (or meets the standards
for licensing) pursuant to State or local law; and (10) meets such
other conditions relating to health and safety or physical facilities as
the Secretary may find necessary. The term "extended care facility"
does not include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For the specific purpose
of determining when a spell of illness ends (under sec. 1861(a)(2)) the
term includes any institution which satisfies item (1).. The term
"extended care facility" also includes an institution or distinct part
of an institution operated or listed and certified as a Christian Science
nursing home by the First Church of Christ, Scientist, Boston, Mass.,
but payment may be made with respect to services ordinarily provided
by or in such a nursing home only to such extent and under such
conditions, limitations, and requirements (in addition to or in lieu
of those otherwise applicable) as may be provided in regulations.
Utilization review
Section 1861(k) provides that a utilization review plan of a hospital

or extended care facility will be considered sufficient if it is applicable
to services furnished to individuals entitled to benefits under title
XVIII and if it provides (1) for the review, on a sample or other
basis, of admissions, duration of stays, and professional services
from the standpoint of medical necessity and for the purpose of
promoting the most efficient use of available health facilities and serv-
ices; (2) for such review to be made by a staff committee of the in-
stitution which includes two or more physicians, or by a similarly
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composed group outside the institution which is established either bythe local medical society and some or all of the hospitals and extended
care facilities in the locality or in some other manner which may be
approved by the Secretary; (3) for such review (in each case of a con-
tinuous stay of extended duration in a hospital or extended care facil-
ity) as of such days of such stay (which may be different for different
classes of cases) as may be specified in regulations, with such review
being made as promptly as possible after each day specified in the
regulations but no later than 1 week following that day; and (4)for prompt notification to the institution, the individual, and his
physician of any finding (which shall be made only after opportunityfor consultation has been provided the physician) that further stayin the institution is not medically necessary. The utilization review
plan must provide for review by a group outside the institution where,
because of its small size (or, in the case of an extended care facility,because of lack of an organized medical staff), or for such other reasons
as may be included in regulations, it is impracticable for the institution
to have a properly functioning staff committee.
Agreements for transfer between extended care facilities and hospitals

Section 1861(1) provides that a hospital and an extended care
facility will be considered to have a transfer agreement if a written
agreement between them (or a written undertaking by the person
or body controlling them, in the case of institutions under common
control) provides reasonable assurance that (1) there will be timelytransfer of patients between the institutions whenever it is determined
medically appropriate by the attending physician; and (2) there will
be timely transfer between the institutions of medical and other
information needed for patients' care or for determining whether
patients can be adequately cared for in some other way. Anyextended care facility which does not have a transfer agreement in
effect, but which is found by a State agency (with which an agreement
under sec. 1864 is in effect) or by the Secretary if there is no such
agreement) to have attempted in good faith to enter into such an agree-
ment with a hospital close enough to the facility to make transfer of
patients and information between them feasible, will be considered
to have a transfer agreement in effect if the agency (or the Secretary)
finds that to do so is in the public interest and essential to assuring
extended care services for persons in the community who are eligible
for benefits under title XVIII.
Home health services

Section 1861(m) defines the term "home health services" to mean
the following items and services furnished to an individual who is under
the care of a physician, on a visiting basis in his residence (except as

provided in item (7)), by a home health agency (or by others under
arrangements with such agency) under a plan established and peri-
odically reviewed by a physician: (1) part-time or intermittent nursing
care provided by or under the supervision of a registered nurse; (2)
physical, occupational, or speech therapy; (3) medical social services
under the direction of a physician; (4) to the extent permitted in
regulations, part-time or intermittent home health aid services; (5)
medical supplies (other than drugs and biologicals) and the use of
medical appliances; (6) medical services of interns- and residents-in-
training under an approved teaching program of a hospital with which
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the agency is affliated; and (7) any of the foregoing items and services
which (A) are provided on an outpatient basis under arrangements
made by the home health agency at a hospital or extended care
facility, or at a rehabilitation center meeting such standards as may
be prescribed in regulations, and (B) involved the use of equipment
of such nature that the items and services cannot readily be made
available to the individual in his place of residence, or are furnished
at such facility while he is there to receive any item or service involv-
ing the use of such equipment (but excluding transportation of th,
individual in connection with such items or services). Any item or
service which would not be covered if furnished to an inpatient of a
hospital is excluded.
Posthospital home health services

Section 1861(n) defines the term "posthospital home health serv-
ices" to mean home health services (as defined in sec. 1861(m)) which
(1) are furnished an individual within 1 year after his most recent dis-
charge from a hospital of which he was an inpatient for not less. than
3 consecutive days or (if later) within 1 year after his most recent
discharge from an extended care facility of which he was an inpatient
entitled to benefits under part A, and (2) are covered by a plan
(described above) established within 14 days after his discharge from
the hospital or extended care facility.
Home health agency

Section 1861(o) defines the term "home health agency" to mean a
public agency or private organization (or a part of such agency or
organization) which (1) primarily provides skilled nursing or other
therapeutic services; (2) has policies established by a professional
group (including at least one physician and at least one registered
nurse) to govern services, and provides for supervision of such services
by a physician or a registered nurse; (3) maintains clinical records
on all patients; (4) is licensed (or meets standards for licensing)
pursuant to State or local law; and (5) meets other conditions found by
the Secretary to be necessary for health and safety. The term does not
include a private organization which is not a nonprofit organization
exempt from Federal income taxation unless it is licensed pursuant to
State law and meets such additional standards and requirements
as may be prescribed by regulations. For purposes of part A, the term
does not include any agency or organization which is primarily for the
care and treatment of mental diseases. The term "home health
agency" also includes a Christian Science visiting nurse service op-
erated or listed and certified by the First Church of Christ, Scientist,
Boston, Mass., but payment may be made with respect to services
ordinarily furnished by such visiting nurse service only to such extent
and under such conditions, limitations, and requirements (in addition
to or in lieu of those otherwise applicable) as may be provided in
regulations.
Outpatient hospital diagnostic services

Section 1861(p) defines the term "outpatient hospital diagnostic
services" to mean diagnostic services which are ordinarily furnished
to outpatients for purposes of diagnostic study by the hospital or by
others under arrangements made by the hospital, and which are fur-
nished in facilities supervised by the hospital or its organized medical
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staff. The term excludes any services which would not be covered
if furnished to an inpatient of a hospital.
Physicians' services

Section 1861(q) defines the term "physicians' services" to mean
professional services performed by physicians, including surgery,
consultation, and home, office, and institutional calls (but not services
provided by an intern or resident-in-training under a teaching program
approved as described in sec. 1861(b)).
Physician

Section 1861(r) defines the term "physician" to mean (1) a doctor
of medicine or osteopathy legally authorized to practice medicine
and surgery (including osteopathy), and (2) a doctor of dentistry or
of dental or oral surgery who is legally authorized to practice dentistry
by the State in which he performs such function, but only with respect
to surgery related to the jaw or the reduction of any fracture of the
jaw or any facial bone.
Medical and other health services

Section 1861 (s) defines the term "medical and other health services"
to mean any of the following items or services (unless such services are
otherwise classified as inpatient hospital, extended care, or home
health services): (1) physicians', chiropractors', and podiatrists' serv-
ices; (2) services and supplies (including drugs and biological which
cannot, as determined in accordance with regulations, be self-
administered) furnished as an incident to a physician's professional
services, of kinds which are commonly furnished in physicians'
offices and either rendered without charge or included in the physi-
cians' bills, and hospital services (including drugs and biologicals
which cannot be self-administered) incident to physicians' services
rendered to outpatients; (3) diagnostic X-ray laboratory tests, and
other diagnostic tests; (4) X-ray, radium, and radioactive isotope
therapy, including materials and services of technicians; (5) surgical
dressings, and splints, casts, and other devices used for reduction of
fractures and dislocations; (6) rental of durable medical equipment,
including iron lungs, oxygen tents, hospital beds, and wheelchairs used
in the patient's home (including an institution used as the patient's
home); (7) ambulance service where the use of other methods of
transportation is contraindicated by the individual's condition (but
only to the extent provided in regulations); (8) prosthetic devices
(other than dental) which replace all or part of an internal body organ
(including replacement of such devices); and (9) leg, arm, back, and
neck braces, and artificial legs, arms, and eyes (including replace-
ments if required because the patient's physical condition changes).

Paragraphs (10) and (11) bf section 1861(s) provide that no diag-
nostic tests performed in any laboratory which is independent of a
physician's office or a hospital will be included in paragraph (3) unless
such laboratory: (A) if situated in any State in which State or appli-
cable local law provides for their licensing, is licensed pursuant to such
law or approved as meeting licensing standards by the agency of such
State or locality responsible for licensing them; and (B) meets such
other conditions relating to the health and safety of individuals with
respect to whom such tests are performed as the Secretary may find
necessary.
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Drugs and biological
Section 1861 (t) defines the term "drugs" and the term "biologicals"

to mean (except for purposes of the exclusion of drugs and biologicals
under home health services) (1) those drugs and biologicals which are
included or are approved for inclusion in the United States Pharma-
copoeia, the National Formulary, or the United States Homeopathic
Pharmacopoeia, or in New Drugs or Accepted Dental Remedies
(except for any drugs and biologicals unfavorably evaluated therein);
(2) combinations of drugs or biologicals if the principal ingredient or
ingredients of the combinations meet the conditions specified in
clause (1); or (3) which are approved for use in the hospital by the
pharmacy and drug therapeutics committee (or equivalent committee)
of the medical staff of the hospital furnishing them.
Provider of services

Section 1861(u) defines the term "provider of services" to mean a
hospital, extended care facility, or home health agency.
Reasonable cost
Paragraph (1) of section 1861(v) provides that the reasonable cost

of any services is to be determined under regulations establishing the
method or methods to be used, and the items to be included, in deter-
mining such costs for various types or classes of institutions, agencies,
and services; except that, in any case to which paragraph (2) or (3)
applies, the amount of the payment determined under such paragraph
with respect to the services involved will be considered the reasonable
cost of such services. In prescribing these regulations the Secretary
must consider, among other things, the principles developed and
generally applied by national organizations or established prepayment
organizations in computing the amount of payment to be made by
third parties to providers of services on account of services furnished
to individuals by such providers. Such regulations may provide for
determination of the cost of services on a per diem, per unit, per capita,
or other basis, may provide for using different methods in different
circumstances, may provide for the use of estimates of costs of par-
ticular items or services, and may provide for the use of charges or a
percentage of charges where this method reasonably reflects the costs.
Such regulations must take into account both direct and indirect
costs of providers in order that the costs with respect to individuals
covered by the insurance programs established by title XVIII will
not be borne by individuals not so covered and the costs with respect
to individuals not covered will not be borne by the insurance programs.
The regulations must also provide for making retroactive corrective
adjustments where, for any provider of services for any fiscal period,
the total reimbursement produced by methods of determining costs
proves to be either inadequate or excessive.
Paragraph (2) of section 1861(v) provides that if a patient receives

inpatient services in accommodations which are more expensive than
semiprivate accommodations, but which are not medically necessary,
the amount of payment may not exceed an amount equal to the
reasonable cost of such services if furnished in semiprivate accom-
modations. If a patient receives other items or services which are
more expensive than those for which payment can be made, the
Secretary will take into account for purposes of payment no more
than the reasonable cost of the services that can be paid for.
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Paragraph (3) of section 1861(v) provides that if a patient is
placed in accommodations less expensive than semiprivate accom-
modations for a reason the Secretary determines is not consistent
with the program's purpose (and not at the patient's request), payment
will be limited to the reasonable cost of semiprivate accommodations
linus the difference between the customary charges for semiprivate
accommodations and the accommodations furnished.
Paragraph (4) of section 1861(v) defines the term "semiprivate

accommodations" to mean two-bed, three-bed, or four-bed accommo-
dations.
Arrangements for certain services

Section 1861(w) provides that the term "arrangements" is limited
to arrangements under which receipt of payment by a participating
provider of services discharges all financial liability for the services.
State and United States

Section 1861(x) provides that the terms "State" and "United
States" have the same meaning as when used in title II of the Social
Security Act (i.e., the 50 States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands, Guam, and American
Samoa).
Chiropractors' and podiatrists' services
Paragraph (1) of section 1861(y) provides that the term "chiro-

practor" means an individual who is licensed under State law to prac-
tice as a chiropractor in the State; and the term "chiropractors'
services" means services performed by a chiropractor within the scope
of his license.

Paragraph (2) of 1861(y) provides that the term "podiatrist" means
an individual who is licensed under State law to practice as a podiatrist
in the State; and the term "podiatrists' services" means services
performed by a podiatrist within the scope of his license.

SECTION 1862. EXCLUSIONS FROM COVERAGE

Section 1862(a) provides that no payment may be made under
part A or part B (regardless of any other provision of title XVIII) for
any expenses incurred for items or services (1) which are not reason-
able and necessary for the diagnosis or treatment of illness or injury
or to improve the functioning of a malformed body member; (2) for
which the individual furnished such items or services has no legal
obligation to pay and which no other person (because of such indi-
vidual's membership in a prepayment plan or for some other reason)
has a legal obligation to provide or to-pay for; (3) which are paid for
directly or indirectly by a governmental entity (other than under
the Social Security Act or under a health benefits or insurance plan
established for employees of such entity), except in such cases as the
Secretary may specify; (4) which are not provided within the United
States (except for emergency inpatient hospital services furnished
outside the United States under conditions described in sec. 1814(f));
(5) which are required as a result of war, or of an act of war, occurring
after the effective date of such individual's current coverage under
such part; (6) which constitute personal comfort items; (7) where such
expenses are for routine physical checkups, eyeglasses or eye examina-
tions for the purpose of prescribing, fitting, or changing eyeglasses
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(including contact lenses), hearing aids or examinations therefor, or
immunizations; (8) where such expenses are for orthopedic shoes or
other supportive devices for the feet; (9) where such expenses are for
custodial care; (10) where such expenses are for cosmetic surgery or
are incurred in connection therewith, except as required for the prompt
repair of accidental injury or for improvement of the functioning of a
malformed body member; (11) where such expenses constitute charges
imposed by immediate relatives of the individual or members of his
household; or (12) where such expenses are for services in connection
with the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting the teeth.

Section 1862(b) provides that no payment may be made under
part A or part B for any item or service for which payment has been
made, or can reasonably be expected to be made, under a workmen's
compensation law or plan of the United States or a State. Any
payment under part A or part B with respect to any item or service
must be conditioned on reimbursement being made to the appropriate
trust fund for such payment if and when notice or other information
is received that payment for such item or service has been made under
such a law or plan.
SECTION 1863. CONSULTATION WITH STATE AGENCIES AND OTHER
ORGANIZATIONS TO DEVELOP CONDITIONS OF PARTICIPATION FOR
PROVIDERS OF SERVICES

Section 1863 provides that the Secretary is to consult with the
Health Insurance Benefits Advisory Council (established by sec.
1867), appropriate State agencies and national listing or accrediting
bodies. and may consult with local agencies, in prescribing such
conditions for participation for providers of services as may be neces-
sary for health and safety. The conditions may be varied for different
areas or classes of institutions, and may be set higher for the institu-
tions or agencies in a particular State at such State's request (but,
in the case of hospitals, not higher than the accreditation requirements
of the Joint Commission on Accreditation of Hospitals).
SECTION 1864. USE OF STATE AGENCIES TO DETERMINE COMPLIANCE
BY PROVIDERS OF SERVICES WITH CONDITIONS OF PARTICIPATION

Section 1864(a,) provides that the Secretary is to make an agree-
ment with any State which is able and willing to enter into an agree-
ment to utilize the services of the State health agency or other
appropriate State agencies (or the appropriate local agencies) for the
purpose of determining which institutions and agencies qualify to partic-
ipate in the programs under title XVIII and whether laboratories meet
the requirements of subparagraphs (10) and (11) of section 1861(s).
The Secretary may accept a State (or local) agency's findings as to the
qualifications of an institution or agency to participate. The Secretary
may also, pursuant to agreement, use State and local agencies to do any
of the following: (1) provide consultative services to institutions or
agencies to assist them in establishing and maintain fiscal records or
otherwise qualifying for participation, or in providing information
necessary to determine what benefits are payable; and (2) provide
consultative services to institutions, agencies, or organizations to assist
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them in establishing and evaluating the effectiveness of utilization
review procedures.

Section 1864(b) provides that the Secretary is to pay the State for
the reasonable costs of the administrative activities performed under
its agreement under section 1864(a), and for the Federal Hospital
Insurance Trust Fund's fair share of the costs attributable to planning
and other efforts directed toward coordination of activities in carrying
out its agreement and other activities related to the provision of
services similar to those for which payment may be made under part A,
or related to the facilities and personnel required for the provision of
such services, or related to improving the quality of such services.

SECTION 1866. EFFECT OF ACCREDITATION

Section 1865 provides that any hospital accredited by the Joint
Commission on Accreditation of Hospitals will be deemed to meet
all the requirements in the definition of "hospital" in section 1861(e)
except the utilization review requirement. If the Joint Commission
requires a utilization review plan (or imposes another requirement
serving the same purpose) for accreditation, the Secretary is author-
ized to find that accredited hospitals meet all the requirements in
such definition. The Secretary may also accept the findings of the
American Osteopathic Association, or any other national accrediting
body, as to the eligibility of institutions and agencies to participate
if he finds reasonable assurance that the pertinent requirements of
section 1861 are met.

SECTION 1866. AGREEMENTS WITH PROVIDERS OF SERVICES

Paragraph (1) of section 1866(a) provides that any provider of
services will be eligible to participate and eligible for payments under
title XVIII if it fies an agreement with the Secretary not to charge
for covered services (except as provided in paragraph (2)) and to make
adequate provision for refund of erroneous charges.
Paragraph (2) of section 1866(a) provides that a provider of services

may charge an individual the following: (A) the amount of any
deductible imposed pursuant to section 1813 (a)(1), (a)(2), or (a)(4) or
section 1833(b), and in addition an amount equal to 20 percent of
the reasonable charges for the items and services furnished (not in
excess of 20 percent of the amount customarily charged for such
items and services by the provider) for which payment is made
under part B or, in the case of outpatient hospital diagnostic services,
for which payment is made under part A (except that, in the case
of expenses incurred in any calendar year in connection with the
treatment of mental, psychoneurotic, and personality disorders of
an individual who is not an inpatient of a hospital, the provider
may charge the proportion which is appropriate under the limits
imposed by sec. 1833(c)); (B) the excess amount of more expensive
services and items furnished at the request of the individual; and
(C) the cost of the first 3 pints of whole blood furnished during a
spell of illness; except that a charge may not be made for the cost of
the administration of such blood and no charge can be made if the
blood has been replaced o: the individual's behalf or arrangements
have been made for its replacement. To illustrate the latter pro-
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vision (taken together with the provisions of sec. 1813(a)(3)): if a
hospital were to charge a beneficiary $25 for a pint of blood which cost
the hospital $10 (and which was one of the first 3 pints of blood fur-
nished the beneficiary in the spell of illness), the program would not
pay the hospital the $10 cost of the blood but there would be deducted
from payments otherwise due the hospital the difference between the
$10 cost and the $25 charge-i.e., $15; thus, if the hospital collected
the $25 from the beneficiary, the hospital would receive no more in
payments from the patient and the program than if it had charged the
beneficiary only the $10 cost of the blood.

Section 1866(b) provides that an agreement with a provider of
services under section 1866(a) may be terminated by the provider at
such time and upon such public notice as may be prescribed by
regulations. The Secretary could require the agreement to remain in
effect for up to 6 months after the provider gives notice. The Secre-
tary may terminate such an agreement if he determines that the pro-
vider (A) is not complying with the agreement or the law, (B) is no
longer qualified to participate, or (C) has failed to provide data to
determine whether payments are due the provider or the amount of
such payments, or has refused access to its records for verification.
The termination of any agreement with a provider is to be applicable
with respect to (1) inpatient hospital services (including inpatient
tuberculosis hospital services and inpatient psychiatric hospital serv-
ices), or posthospital extended care services furnished to an individual
admitted on or after the effective date of termination, (2) home health
services furnished under a plan established on or after the effective
date of termination or, if the plan is established before the effective
date, services furnished after the calendar year in which the termina-
tion is effective, and (3) any other items or services furnished on or
after the effective date of termination.

Section 1866(c) provides that if the Secretary terminates an agree-
ment, the provider may not file a new agreement unless the Secretaryfinds that the reason or reasons for termination is or are removed and
that there is assurance they will not recur.

Section 1866(d) provides that if the Secretary finds that timelyreviews of long-stay cases are not being made by a hospital or ex-
tended care facility he may, in lieu of terminating the agreement,
deny payment for services furnished an individual after the 20th day
of continuous inpatient hospital care or after stays of a prescribed
length in an extended care facility. Such a decision denying payment
for services may be made only after notice to the provider and the
public and will be rescinded when the Secretary finds that the reviews
are being made and that there is assurance they will continue to be
made. The Secretary may not make any decision denying such
payment except after reasonable notice and opportunity for hearing.

SECTION 1867. HEALTH INSURANCE BENEFITS ADVISORY COUNCIL

Section 1867 provides for the creation of a Health Insurance
Benefits Advisory Council to advise the Secretary on general policyin the administration of title XVIII and in the formulation of regula-tions thereunder. The Council is to consist of 16 persons, who are
not Federal employees, to be appointed by the Secretary. The
Secretary will from time to time appoint one of the members to serve
.as Chairman. The Council is toincludee people who are outstanding
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in fields related to hospital, medical, and other health activities, and
at least one person who is representative of the general public. The
members are to serve 4-year terms and may not serve continuously
for more than two consecutive terms. The Secretary may appoint
such special advisory professional or technical committees as may be
useful. The Council members and members of any advisory or tech-
nical committee will be entitled to receive compensation at rates fixed
by the Secretary (not exceeding $100 a day). The Council is to
meet as frequently as the Secretary finds necessary, but he must call a
meeting upon request of four members.

SECTION 1868. NATIONAL MEDICAL REVIEW COMMITTEE

Section 1868(a) provides for the creation of a National Medical
Review Committee. The Committee is to consist of nine persons, who
are not Federal employees, to be appointed by the Secretary. The
members are to be selected from among representatives of organiza-
tions and associations of professional personnel in the field of medicine
and other individuals who are outstanding in the field of medicine or in
related fields; at least one member must be representative of the
general public and a majority of the members must be physicians.
The members are to hold office for 3-year terms and may not serve
continuously for more than two terms.

Section 1868(b) provides that the Committee members will be
entitled to receive compensation at rates fixed by the Secretary (not
exceeding $100 a day).

Section 1868(c) provides that it is the Committee's function to study
the utilization of hospital and other medical care and services for which
payment can be made under part A or- part B with a view to recom-
mending any changes which may seem desirable in the utilization of
care and services or the administration of the programs, or in the
provisions of title XVIII. The Committee is to make to the Secretary
(who is to transmit it promptly to the Congress) an annual report
including any recommendations the Committee may have.

Section 1868(d) authorizes the Committee to engage any technical
assistance required to carry out its functions. It also provides that
the Secretary is to make available the secretarial, clerical, and other
assistance and data needed by the Committee.

SECTION 1869. DETERMINATIONS; APPEALS

Section 1869(a) provides that determinations of entitlement to
benefits under part A and part B, and of the amount of benefits under
part A, are to be made by the Secretary in accordance with regulations.

Section 1869(b) provides that any individual dissatisfied with any
determination under section 1869(a) as to entitlement under part A
or part B, or as to amount of benefits under part A if the matter in
controversy is $1,000 or more, will be entitled to the same hearing
and appeal procedures as are now provided in sections 205(b) and
205(g) of the act.

Section 1869(c) provides that any institution or agency dissatisfied
with any determination by the Secretary that it is not a provider of
services, or with any determination terminating an agreement under
section 1866(b)(2), will be entitled to the same hearing and appeal
procedures as are now provided in sections 205(b) and 205(g).
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SECTION 1870. OVERPAYMENTS ON BEHALF OF INDIVIDUALS

Section 1870(a) provides that any payment under part A or part B
to a provider of services or other person with respect to items or
services furnished an individual will be considered as a payment to
such individual.

Section 1870(b) provides that where the Secretary finds that an
overpayment is made to a provider of services or other person and
cannot be recouped from such provider or person, or payment is made
under the conditions specified in section 1814(e) for an individual
who is not entitled to have such payment made, proper adjustment
or recovery will be made under regulations prescribed by the Secre-
tary after consultation with the Railroad Retirement Board. The
Secretary will make the proper adjustment or recovery by (A) de-
creasing any payment under title II of the Social Security Act or
under the Railroad Retirement Act of 1937, as the case may be, to
which such individual is entitled, or (B) requiring such individual
or his estate to refund the amount in excess of the correct amount,
or (C) decreasing any payment under title II of the Social Security
Act or under the Railroad Retirement Act of 1937, as the case may
be, payable to the estate of such individual or to any other person
on the basis of the wages and self-employment income (or compensa-
tion) which were the basis of the payments to such individual, or
(D) by applying any combination of the foregoing. As soon as
practicable after any such adjustment or recovery is determined to
be necessary, the Secretary (for purposes of sec. 1870 and sec. 1841(f))
will certify (to the Railroad Retirement Board if adjustment is to be
made by decreasing cash payments under the Railroad Retirement
Act of 1937) the amount of the overpayment with respect to which
the adjustment or recovery is to be made.

Section 1870(c) provides there will be no adjustment as provided
in section 1870(b) of payments to, or recovery from, any person who
is without fault, if such adjustment or recovery would defeat the
purposes of title II of the Social Security Act or the Railroad Retire-
ment Act or would be against equity and good conscience.

Section 1870(d) provides that no certifying or disbursing officer will
be liabile for overpayments where adjustment or recovery is waived or
is not completed prior to the death of all persons against whose
benefits the adjustment is authorized.

SECTION 1871. REGULATIONS

Section 1871 provides that the Secretary will prescribe the regula-
tions necessary to carry out the administration of the new insurance
programs under title XVIII. When used in such title the term "regu-
Iations" means (unless the context otherwise requires) regulations
prescribed by the Secretary.
SECTION 1872. APPLICATION OF CERTAIN PROVISIONS OF TITLE I1

Section 1872 provides that sections 206, 208, 216(j), and 205 (a),
(d), (e), (f), (h), (i), (j), (k), and (1) of the act will apply to title
XVIII as they do to title II.
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SECTION 1873. DESIGNATION OF ORGANIZATION OR PUBLICATION BY
NAME

Section 1873 provides that any designation made in title XVIII, by
name, of any nongovernmental organization or publication will not be
affected by a change of the name of such organization or publication
and will apply to any successor organization or publication which the
Secretary finds serves the purpose for which the designation was made.

SECTION 1874. ADMINISTRATION

Section 1874(a) provides that, except as otherwise stated, the
programs established by title XVIII are to be administered by the
Secretary, who may perform any of his functions directly or by

--contract.
Section 1874(b) provides that the Secretary may contract with any

person, agency, or institution to secure such special data and actu-
arial and other information as may be necessary in carrying out his
functions.

SECTION 1875. STUDIES AND RECOMMENDATIONS

Section 1875(a) provides that the Secretary is to make studies and
develop recommendations to be submitted to the Congress relating
to the health care of the aged, including studies and recommendations
concerning the adequacy of existing personnel and facilities for
health care for purposes of the programs under title XVIII; methods
for encouraging further development of -efficient and economical
alternatives to inpatient hospital care; and the effect of the deductibles
and coinsurance provisions upon beneficiaries, providers of health
services, and the financing of the program.

Section 1875(b) instructs the Secretary to make a continuing study
of the operation and administration of the insurance programs under
title XVIII and to submit to the Congress annually a report concern-
ing the operation of such programs.
SECTION 102(b). GRACE PERIOD UNDER SUPPLEMEN-

TARY MEDICAL INSURANCE PROGRAM
Section 102(b) of the bill provides that if an individual was eligible

to enroll under the supplementary medical insurance program under
part B of the new title XVIII before October 1, 1966, but failed to do
so before such date, and it is shown to the satisfaction of the Secretary
that there was good cause for such failure to enroll, such individual
may enroll in the supplementary medical insurance program at any
time before April 1, 1967. The Secretary will by regulation deter-
mine what constitutes good cause. The coverage period (within the
meaning of sec. 1838 of the Social Security Act) of an individual en-
rolling under this provision will begin on the first day of the sixth
month after the month in which he enrolls.
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SECTION 103. TRANSITIONAL PROVISION ON ELIGIBILITY
OF PRESENTLY UNINSURED INDIVIDUALS FOR HOS-
PITAL INSURANCE BENEFITS
Section 103(a) of the bill provides that anyone who-

(1) has attained age 65 before 1968 (or has earned three
quarters of coverage for each calendar year after 1965 and before
the year of attainment of age 65);

(2) is not entitled to hospital insurance benefits (and would
not be entitled to such benefits upon filing application for
monthly benefits under section 202 of the Social Security Act),
and is not certifiable as a qualified railroad retirement beneficiary
(see sec. 105 of the bill, discussed below);

(3) is a resident of the United States, and is (A) a citizen or
(B) an alien lawfully admitted for permanent residence who has
resided in the United States continuously for at least 10 years
immediately prior to the month in which he files application
under section 103; and

(4) has filed an application under section 103 in accordance
with regulations,

will be entitled to benefits under part A of title XVIII beginning with
the first month (after June 1966) in which he meets these requirements
and ending with the month he dies or, if earlier, the month before the
month in which he becomes eligible for hospital insurance benefits
under section 226 or becomes certifiable as a railroad retirement
beneficiary.
Any person who would have met the preceding requirements in any

month if he had filed an application before the end of that month
will be deemed to have met such requirements for that month if he
files an application before the end of the next 12 months. No appli-
cation will be accepted as a valid application under section 103 if it is
filed more than 3 months before the first month in which the individual
meets the requirement of paragraphs (1), (2), and (3) above; i.e., an
application filed prematurely will not prevent the individual from
obtaining benefits under section 103 if he qualifies therefor at a later
time.

Section 103(b) of the bill provides that section 103(a) does not apply
to any person who is covered under the Federal Employees Health
Benefits Act of 1959 or any person who (as of the time of his applica-
tion under sec. 103(a)) is a member of any organization referred to in
section 210(a)(17) of the Social Security Act (relating to subversive
organizations) or has been convicted of any offense listed in section
202(u) of such act.

Section 103(c) authorizes the appropriation to the Federal Hospital
Insurance Trust Fund of such sums as the Secretary deems necessary
for any fiscal year on account of payments made or to be made during
such fiscal year under part A of title XVIII of the Social Security Act
with respect to individuals who are entitled to benefits thereunder
solely by reason of section 103 of the bill and on account of the addi-
tional administrative expenses resulting or expected to result from
such payments and any loss of interest to the fund resulting from
such payments.
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SECTION 104. SUSPENSION IN CASE OF ALIENS; PERSONS
CONVICTED OF SUBVERSIVE ACTIVITIES

Paragraph (1) of section 104(a) of the bill amends section 202(t)
of the Social Security Act (relating to suspension of benefits for certain
aliens outside the United States) by adding a new paragraph which
provides that an individial is not entitled to benefits under part A of
title XVIII for any month for which his cash social security benefits
are suspended under such section.
Paragraph (2) of section 104(a) of the bill amends section 202(u)

of the Social Security Act so that the penalty which may be imposed
thereunder upon a conviction for subversive activities (namely, the
elimination of all earnings credits for the calendar quarter in which
the conviction occurs and prior quarters) will apply to a determination
of entitlement to benefits under part A of title XVIII, as well as to
the determination of entitlement to cash benefits under title II as
provided in existing law.

Paragraph (1) of section 104(b) of the bill provides that payments
may not be made under part B of title XVIII for expenses incurred
by an individual for any month for which he may not be paid cash
benefits under title II by reason of section 202(t) (relating to sus-
pension of benefits for certain aliens who are outside the United States).

Paragraph (2) of section 104(b) of the bill provides that an indi-
vidual convicted of any of the offenses stipulated in section 202(u) of
the Social Security Act may not enroll under part B of title XVIII.

SECTION 105. RAILROAD RETIREMENT AMENDMENTS

Paragraph (1) of section 105(a) of the bill adds a new section 21
to the Railroad Retirement Act of 1937 to provide that, in order to
make available hospital insurance benefits under part A of title XVIII
of the Social Security Act (added by sec. 102 of the bill) for annuitants,
pensioners, and certain other aged individuals under the railroad
retirement system, the Railroad Retirement Board is to certify to
the Secretary of Health, Education, and Welfare, upon the Secretary's
request, the name of any individual who has attained age 65 and-

(1) is entitled to an annuity or pension under the Railroad
Retirement Act, or

(2) would be-entitled to an annuity under such act if he (or, in
the case of a spouse, the spouse's husband or wife) had stopped
working in employment covered under such act and applied for
such annuity, or

(3) bears a relationship to an employee which by reason of
section 3(e) of such act (providing a minimum for the amounts
of railroad retirement annuities which is based on the social
security benefit formula) has been, or would be, taken into
account in calculating the amount of the annuity of such em-
ployee or his survivors.

The certification made by the Board to the Secretary of Health,
Education, and Welfare is to include such additional information as
may be necessary to carry out the hospital insurance benefit provisions,
and will be effective on the date of certification or on such earlier date
(not more than 1 year prior to the date of certification) as the Board
specifies as the date on which the individual first met the requirements
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for certification. The Board is to notify the Secretary of the date on
which the individual no longer meets the requirements.

Paragraph (2) of section 105(a) of the bill provides that, for purposes
of section 21 of the Railroad Retirement Act of 1937 (and secs. 1840,
1843, and 1870 of the Social Security Act), entitlement to an annuity
or pension under the Railroad Retirement Act of 1937 is deemed to
include entitlement under the Railroad Retirement Act of 1935.

Section 105(b) of the bill amends sections 3201, 3211, and 3221(b) of
the Railroad Retirement Tax Act (ch. 22 of the Internal Revenue
Code of 1954), relating to the rate of tax on employees, on employee
representatives, and on employers, respectively. The amendments
change the references to section 3101 of the code in those sections to
section 3101(a) to conform to the amendment to section 3101 made by
section 321(b) of the bill. A clarifying change is made in each such
section by adding a specific reference to the rate of tax (2/4 percent)
provided under the Social Security Amendments of 1956. The
amendments made by section 105(b) are effective with respect to
compensation for services rendered after December 31, 1965.

Section 105(c) of the bill contains a cross reference to section 326
of the bill, which amends the Railroad Retirement Act of 1937 to
preserve the existing relationship between the railroad retirement and
old-age, survivors, and disability insurance systems.

SECTION 106. MEDICAL EXPENSE DEDUCTION

Section 106 of the bill as passed by the House consisted of five
subsections. Section 106(a) of such bi revised section 213(a) of the
Internal Revenue Code of 1954 (relating to allowance of deduction for
medical expenses). Section 106(b) of such bill revised section 213(b)
of the code (relating to the limitation with respect to medicine and
drugs). Section 106(c) of such bill amended section 213(e) of the
code (relating to definition of medical care). Section 106(d) of such
bill revised section 213(g) of the code (which provides for an increased
maximum limitation on the medical expense deduction if the taxpayer
or his spouse has attained age 65 and is disabled). Section 106(e)
of such bill provided an effective date for the amendments made by
such section.

Subsections (a) and (b) of section 106 of the bill as passed by the
House have been deleted, and subsections (c), (d), and (e) of such
section have been changed as hereafter mentioned.
Definition of medical care

Section 106(c) of the bill as passed by the House is renumbered
as section 106(a). The renumbered section 106(a) of the bill strikes
out paragraph (1) of section 213(e) of the code (which defines medical
care to mean amounts paid (A) for the diagnosis, cure, mitigation,
treatment, or prevention of disease or for the purpose of affecting
any structure or function of the body (including amounts paid for
accident or health insurance), or (B) for transportation primarily for
and essential to medical care described in (A)) and replaces it with
new paragraphs (1), (2), and (3). The existing paragraph (2) is
renumbered as paragraph (4). No change is made m the wording of
the definition of medical care except as it relates to amounts paid for
insurance.
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Under the new paragraph (1), subparagraphs (A) and (B) are the
same as existing law except for the elimination of the phrase "includ-
ing amounts paid for accident or health insurance." Under the new
subparagraph (C), amounts paid for an insurance contract are in-
cluded within the definition of medical care only to the extent that
the premiums are attributable to insurance covering medical care
(as defined in subpars. (A) and (B) of sec. 213(e)(1)). In determining
whether a contract constitutes an "insurance" contract, it is irrelevant
whether the benefits are payable in cash or services. Under the new
paragraph (1)(C), it is made clear that premiums paid under part B
of title XVII1 of the Social Security Act (relating to supplementary
medical insurance for the aged) are amounts paid for insurance.
Taxes paid under section 1401 (relating to tax on self-employment
income) or under section 3101 (relating to tax on income of employ-ees) of the Internal Revenue Code do not constitute amounts paid
for insurance.
New paragraph (2) of section 213(e) is revised to provide that if

amounts are payable under an insurance contract for other than
medical care (such as an indemnity for loss of income or for loss of
life, limb, or sight) then no amount paid for such contract is to be
treated as medical care unless (1) either the contract or a separate
written statement furnished to the policyholder specifies what part
of the premium is attributable to insurance for medical care, and (2)
the part of the premium specified as being so attributable is a reason-
able amount in relation to the total premium under the contract.
Moreover, the amount to be treated as expenses for medical care in
such a case is not to exceed the amount so specified.
Certain prepaid insurance
Under the new paragraph (3) added to section 213(e) of the code,

subject to the limitations of the new paragraph (2), premiums paid
during a taxable year by a taxpayer before he attains the age of 65
for insurance covering medical care for the taxpayer, his spouse,
or a dependent after the taxpayer attains the age of 65 are to be
treated as expenses paid during the taxable year for insurance which
constitutes medical care if premiums for such insurance are payable
(on a level payment basis) under the contract-

(1) for a period of 10 years or more, or
(2) until the year in which the taxpayer attains age 65 (but

in no case for a period of less than 5 years).
Maximum limitation in certain cases

Section 106(d) of the bill as passed by the House is renumbered as
section 106(b). The renumbered section 106(b) of the bill amends
section 213(g) of the code (which provides for an increased maximum
limitation on the medical expense deduction allowable to a taxpayer
who has attained the age of 65 and is disabled or whose spouse has
attained the age of 65 and is disabled) to eliminate the requirement of
attaining age 65 so that the increased maximum limitation is applicable
in any case where either the taxpayer or his spouse is disabled.
Effective date

Section 106(e) of the bill as passed by the House is renumbered as
section 106(c). The renumbered section 106(c) provides that the
amendments made by section 106 shall apply to taxable years begin-
ning after December 31, 1966.
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SECTION 107. RECEIPTS FOR EMPLOYEES MUST SHOW
TAXES SEPARATELY

Section 107 of the bill amends section 6051(c) of the Internal
Revenue Code of 1954 to provide that the statement (form W-2) fur-
nished to an employee pursuant to section 6051 of the code must show
the proportion of the amounts withheld as tax under section 310J
which is for financing the cost of hospital insurance benefits under
part A of title XVIII of the Social Security Act.

SECTION 108. TECHNICAL AND ADMINISTRATIVE
AMENDMENTS RELATING TO TRUST FUNDS

Paragraph (1) of section 108(a) of the bill amends section 201(a)(3)
of the Social Security Act to exclude the taxes imposed on employers
and employees for hospital insurance under sections 3101(b) and
3111(b) of the Internal Revenue Code of 1954, as amended by section
321 of the bill, from the employer and employee taxes appropriated to
the Federal old-age and survivors insurance trust fund.

Paragraph (2) of section 108(a) of the bill amends section 201(a)(4)
of the act to exclude the taxes imposed on the self-employed for
hospital insurance under section 1401(b) of the code, as amended by
section 321 of the bill, from the self-employment taxes appropriated
to the Federal old-age-and-survivors insurance trust fund.
Paragraph (3) of section 108(a) of the bill amends section 201(g)(1)

of the act, relating to payments from the trust funds to the Treasury
as reimbursement for administrative costs of title II of the act and
chapters 2 and 21 of the Internal Revenue Code of 1954.
The new subparagraph (A) of section 201(g)(1) provides for pay-

ment from any or all of the trust funds (which include for this pur-
pose the Federal old-age and survivors insurance trust fund, the
Federal disability insurance trust fund, the Federal hospital insurance
trust fund, and the Federal supplementary medical insurance trust
fund) of the costs to the Department of Health, Education, and Wel-
fare of administering titles II and XVIII of the act and for adjust-
ments during, and after the close of, each fiscal year among the trust
funds so that each fund bears its proportionate share of the costs of
administering titles II and XVIII.
The new subparagraph (B) of section 201(g)(1) provides for pay-

ments from the trust funds to the Treasury to meet the estimated
quarterly costs to the Treasury of the administration of titles II and
XVIII of the act and of chapters 2 and 21 of the Internal Revenue
Code of 1954.

Paragraph (4) of section 108 (a) of the bill amends section 201 (g) (2)
of the act to specify that in estimating the amount of employee taxes
subject to refund the managing trustee of the old-age, survivors, and
disability insurance trust funds shall consider only the taxes imposed
for the support of the old-age and survivors insurance and disability
insurance programs. (This provision conforms with the provisions
of the new section 1817(f) of the act for estimating amounts of
employee taxes imposed for the hospital insurance program that are
subject to refund because of overpayment.)

Paragraph (5) of section 108(a) of the bill amends section 201(h) of
the act to specify that payments made under the new section 226 of
the act (relating to entitlement to hospital insurance benefits) are
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not to be made from the Federal old-age and survivors insurance
trust fund.
Section 108(b) of the bill amends section 218(h)(1) of the act

(relating to the depositing in the trust funds of amounts received by
the Secretary of the Treasury under agreements for coverage of State
and local government employees) to provide for proportionate depositsin the Federal hospital insurance trust fund as well as in the existing
trust funds.

Section 108(c) of the bill amends section 1106(b) of the act so that
the two new insurance trust funds established by the bill, like the old-
age, survivors, and disability insurance trust funds, may be reimbursed
for costs of furnishing information (disclosure of which is authorized
by regulations) or services to individuals or organizations.
SECTION 109. ADVISORY COUNCIL ON SOCIAL SECURITY

Section 109 of the bill replaces the existing provision for the appoint-
ment of Advisory Councils on Social Security Financing with a new
provision for the appointment of Advisory Councils on Social Security.

Section 109(a) of the bill adds a new section 706 to title VII of
the Social Security Act to provide for the appointment by the Secre-
tary of Health, Education, and Welfare of an Advisory Council on
Social Security in 1968 and every fifth year thereafter to review the
status of the four named trust funds in relation to the long-term com-
mitments of the old-age, survivors, and disability insurance program,
the hospital insurance program, and the supplementary medical in-
surance program and to review also the scope of coverage and the
adequacy of benefits under, and all other aspects of, these programs,
including their impact on the public assistance programs. Each
Council is to consist of the Commissioner of Social Security, as chair-
man, and 12 members who will, to the extent possible, represent orga-
nizations of employers and employees in equal numbers, and self-
employed persons and the public. The Councils are authorized to
engage technical assistance, including actuarial services, and the Secre-
tary is required to make available to the Council secretarial, clerical,
and other assistance and such pertinent data prepared by the Depart-
ment of Health, Education, and Welfare as the Council might require.
While serving on business of the Council, the members of the Council
will receive compensation at rates fixed by the Secretary but not
exceeding $100 per day, and, while serving away from their homes or
regular places of business, they will'be allowed travel expenses, in-
cluding per diem in lieu of subsistence. Each Council is to make
reports of its findings and recommendations to the Secretary of Health,
Education, and Welfare for transmission to the Congress and to the
Board of Trustees of each of the four trust funds not later than
January 1 of the second year after the year in which it was appointed,
and then will cease to exist. Separate reports are required with
respect to (1) the old-age, survivors, and disability insurance program,
(2) the hospital insurance program, and (3) the supplementary medical
insurance program.

Section 109(b) of the bill repeals section 116(e) of the Social Secu-
rity Amendments of 1956 (which is the section that now provides for
the appointment by the Secretary in 1966 and every fifth year there-
after of an Advisory Council on Social Security Financing with func-
tions limited to review of the financing aspects of the program).
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SECTION 110. MEANING OF TERM "SECRETARY"
Section 110 of the bill provides that, as used in the bill and in the

provisions of the Social Security Act amended thereby, the term
"Secretary" (unless the context otherwise requires) means the Secre-
tary of Health, Education, and Welfare.

SECTION 111. ADMINISTRATION OF HOSPITAL INSUR-
ANCE FOR THE AGED BY THE RAILROAD RETIRE-
MENT BOARD

Sections 111 (a) and 111 (b) of the bill make necessary changes in the
Social Security Act, the Federal Insurance Contributions Act, and the
Health Insurance for the Aged Act required to conform to section
21 of the Railroad Retirement Act of 1937 (as added by the bill) and
the Railroad Retirement Tax Act.

Section lll(a)(1) of the bill amends section 226(a) (2) of the Social
Security Act by deleting the language which lists "a qualified railroad
retirement beneficiary" as an individual entitled to hospital insurance
benefits under part A of title XVIII.

Section 111(a)(2) of the bill amends section 226(b)(2) of the act by
deleting the provisions specifying that an individual shall be deemed
to be a qualified railroad retirement beneficiary for the month in
which he died if he would have been a qualified railroad retirement
beneficiary for such month had he died in the next month.

Section 111(a)(3) of the bill repeals section 226(c) of the act which
defines the term "qualified railroad retirement beneficiary," and
redesignates subsection (d) of such section 226 as subsection (c).

Section 111(a)(4) of the bill amends section 1811 of the act by
deleting the language which includes individuals entitled to benefits
under the railroad retirement system as persons whose entitlement to
hospital insurance benefits would be established by section 226 of
such act, as added by the bill.

Section 111 (a) (5) of the bill amends subsections (a) (2) and (b) (2) of
section 1813 of the act (containing provisions relating to deductibles
applicable to payments for outpatient hospital diagnostic services and
relating to the determination of the amount of the inpatient hospital
deductible) by specifying that the provisions apply to individuals
entitled to such benefits under the Railroad Retirement Act.

Section ll(a)(6) of the bill amends section 1817(g) of the act
relating to the periodic transfer to the Federal Hospital Insurance
Trust Fund from the social security trust funds and the Railroad Re-
tirement Account of amounts certified as overpayments by the Secre-
tary pursuant to section 1870(b) of the act, as added by the bill, by
deleting the language providing for such transfers of funds from the
Railroad Retirement Account to the Federal Hospital Insurance Trust
Fund.

Section 11. (a)(7) of the bill amends section 1841(f) of the act
relating to the periodic transfer to the Federal Supplementary Medical
Insurance Trust Fund from the social security trust funds and the
Railroad Retirement Account of amounts certified as overpaymentsby the Secretary pursuant to section 1870(b) of the act, as added bythe bill, so that the amounts recovered under subsection (g) of section
21 of the Railroad Retirement Act of 1937, as added by the bill, shall
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be transferred from the Railroad Retirement Account to the Federal
Supplementary Medical Insurance Trust Fund.

Section 111(a)(8) of the bill amends section-1870(b) of the act
relating to the adjustment and recovery of overpayments to a pro-
vider of services or other persons for items or services furnished an
individual, by deleting all references to the adjustment and recovery
of such overpayments by decreasing payments under the railroad re-
tirement program.

Section 111(a)(9) of the bill amends section 1870(c) of the act re-
lating to the barring of adjustment or recovery of overpayments in
the case of any person who is without fault by deleting the language
applying this provision to cases where such adjustment or recovery
would defeat the purposes of the Railroad Retirement Act.

Section 11(a)(10) of the bill amends section 1874(a) of the act by
specifying that the health insurance programs established by such
title shall be administered by the Secretary, except as otherwise
provided in title XVIII, by broadening the exception to include
exceptions provided in the Railroad Retirement Act.

Section lll(b) of the bill amends section 103(a) of the bill, providing
entitlement to hospital insurance benefits for certain persons not
beneficiaries under the social security or railroad retirement programs,
to substitute references to the new section 21(b) of the Railroad
Retirement Act for references to a qualified railroad retirement
beneficiary.

Section Ill(c)(l) of the bill amends section 21 of the Railroad
Retirement Act of 1937 as added by section 105 of the bill,
Subsection (a) of the new section 21 provides that the Railroad

Retirement Board would have the same authority to make deter-
minations as to the rights to hospital insurance benefits of the specified
categories of individuals described in subsection (b) as the Secretary
of Health, Education, and Welfare would have under section 226 of
the Social Security Act with respect to individuals whose entitlement
to hospital insurance benefits is determined under such section. The
hospital insurance benefit provisions of part A of title XVIII of the
Social Security Act would be applicable to individuals whose benefit
rights are thus determined by the Railroad Retirement Board. Pay-
ments for services provided under the railroad retirement program
could also be made to hospitals in Canada.

Subsection (b) of the new section 21 provides that an individual
who has attained age 65 would be entitled to the same hospital
insurance benefits as are provided under part A of title XVIII of the
Social Security Act if he-

(1) is entitled to an annuity under the Railroad Retirement
Act, or

(2) would be entitled to an annuity under such act if he (or,
in the case of a spouse, the spouse's husband or wife) had stopped
working in employment covered under such act and applied for
such annuity, or

(3) had been awarded a pension under section 6, or
(4) bears a relationship to an employee which, by reason of

section 3(e) of such act (providing a minimum for the amounts of
railroad retirement annuities based on the social security benefit
provisions), has been, or would be, taken into account in cal-
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culating the amount of the annuity of such employee or his
survivors.

Payments for the benefits provided would be made from the Railroad
Retirement Account. Payments would be made for the cost of serv-
ices furnished in Canada only to the extent that such payments exceed
the amount payable under the law in effect in the place in Canada
where such services are furnished.

Subsection (c) of the new section 21 contains provisions to prevent
the duplication of payments where an individual is potentially en-
titled to hospital insurance benefits under both the social security
and railroad retirement programs, and provides that the Railroad
Retirement Board and the Secretary of Health, Education, and
Welfare are to jointly establish procedures for determining which
program has jurisdiction in such cases.

Subsection (d) of the new section 21 provides that any agreement
entered into by the Secretary of Health, Education, and Welfare
pursuant to part A or part C of title XVIII of the Social Security
Act would also be entered into on behalf of the Railroad Retirement
Board. However, the Railroad Retirement Board would have
authority to enter into agreements with Canadian hospitals and
hospitals devoted primarily to railroad employees, for the purpose of
providing hospital insurance benefits for persons whose entitlement
to such benefits is under section 21 of the Railroad Retirement Act.

Subsection (e) of the new section 21 provides that a request for
payment for services filed under such section would be deemed to be a
request for payment for services filed at the same time under section
226 and part A of title XVIII of the Social Security Act, and a request
for payment filed under section 226, and part A of title XVIII of the
Social Security Act, would be deemed also to be a request for payment
for services filed at the same time under section 21 of the Railroad
Retirement Act.

Subsection (f) of the new section 21 provides that the Railroad
Retirement Board and the Secretary of Health, Education, and Welfare
shall furnish each other such information, records, and documents
as may be considered necessary for the administration of section 21, or
section 226 and part A of title XVIII of the Social Security Act.

Subsection (g) of the new section 21 provides for the application of
the provisions of section 1870 of the Social Security Act (on over-
payments on behalf of individuals) as added by the bill and of sec-
tion 9 of the Railroad Retirement Act (on erroneous payments) to
payments made by the Railroad Retirement Board under section 21,
or part B of title 18 of the Social Security Act, except that any recovery
of overpayments under part B of title XVIII of the Social Security
Act would be transferred to the Federal Supplementary Medical
Insurance Trust Fund.

Subsection (h) of the new section 21 provides that for purposes of
the new section 21 (and secs. 1840, 1843, and 1870 of the Social Se-
curity Act as added by the bill, relating to health insurance benefits
for the aged) entitlement to an annuity or pension under the Railroad
Retirement Act of 1937 shall be deemed to include entitlement under
the Railroad Retirement Act of 1935.

Subsection (i) of the new section 21 authorizes appropriations to the
Railroad Retirement Account to cover the costs of payments made
from the account under section 21 in cases where the Railroad Retire-
ment Account is not reimbursed through the financial interchange pro-
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visions of section 5(k)(2)(A)(iii) and where the individual on whose
behalf the payment is made, but for his entitlements to such benefits
under such section 21, would have been entitled to such benefits under
section 103 of the Health Insurance for the Aged Act, title I of the bill
(relating to eligibility of uninsured aged individual for hospital in-
surance benefits).

Section 111(c)(2) of the bill amends section 5(k)(2) of the Railroad
Retirement Act, providing for transfers of funds between the Railroad
Retirement Account and the social security trust funds, by deleting
certain obsolete provisions of such section, and by applying the pro-
visions for fund transfers to hospital insurance benefits. The transfers
of funds with respect to hospital insurance benefits would operate like
the transfers under present law with respect to old-age, survivors, and
disability insurance benefits; i.e., the transfers would place the Federal
Hospital Insurance Trust Fund in the position it would have been in if
railroad employment had been covered under social security since
January 1, 1937, the date the social security program went into effect.

Paragraphs (1), (2), and (3) of section 111(d) of the bill amend
sections 3201, 3211, and 3221(b) of the Railroad Retirement Tax Act,
as amended by the bill, relating respectively to the rate of tax on
employees, employee representatives, and employers under the rail-
road retirement program, by providing for the taxation of railroad
employment for hospital insurance benefit purposes under the Railroad
Retirement Tax Act.

Section 111(d)(4) of the bill amends section 1401(b) of the Internal
Revenue Code of 1954, relating to the rate of tax under the Self-
Employment Contributions Act, by deleting the language providing
for taxing railroad employee representatives, for purposes of the
taxes of the hospital insurance benefits program, as self-employed
persons.
Paragraphs (5) and (6) of section 111(d) of the bill amend sections

3101(b) and 3111(b) of the Internal Revenue Code of 1954 by deleting
the language providing for the taxation of railroad employees, for
purposes of the hospital insurance benefits tax, under the Federal
Insurance Contributions Act.

Section 111(e) of the bill provides that the amendments made by
section 111 of the bill would become effective on January 1, 1966,
provided that as of October 1, 1965, the Railroad Retirement Tax
Act provides that the maximum amount of monthly compensation
taxable under such act for the following January is to be an amount
equal to or in excess of one-twelfth of the maximum wages which 'the
Federal Insurance Contributions Act provides may be counted for
the calendar year beginning January 1, 1966, or effective on January 1
of any subsequent year if this requirement is met as of October 1 of
the immediately preceding year.
SECTION 112. ADDITIONAL UNDER SECRETARY AND
ASSISTANT SECRETARIES OF HEALTH, EDUCATION,
AND WELFARE
Section 112 provides for three additional positions in the Depart-

ment of Health, Education, and Welfare, an Under Secretary and
two Assistant Secretaries.
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The additional Under Secretary provided for in this section shall
perform such duties as the Secretary may prescribe and shall serve
as Secretary during the absence or disability of the Secretary and the
Under Secretary now provided for, in accordance with directives of
the Secretary. The provisions of section 2 of Reorganization Plan
No. 1 of 1953 (67 Stat. 631) shall be applicable to such additional
Assistant Secretaries and the rates of compensation of the additional
Under Secretary and Assistant Secretaries shall be the same as those
now provided for those offices.

PART 2-GRANTS TO STATES FOR MEDICAL ASSISTANCE
PROGRAMS

SECTION 121. ESTABLISHMENT OF PROGRAMS
Section 121(a) of the bill adds a new title XIX, providing grants to

States for medical assistance programs, to the Social Security Act.

TITLE XIX-GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAM

SECTION 1901. APPROPRIATION

Section 1901 authorizes the appropriation for each fiscal year of a
sum sufficient to carry out the purposes of title XIX, in order to
enable each State (as far as practicable under the conditions in such
State) to furnish medical assistance on behalf of aged, blind, or
permanently and totally disabled individuals and families with de-
pendent children, whose income and resources are insufficient to meet
the costs of necessary medical services, and rehabilitation and other
services to help such individuals and families attain or retain capability
for independence or self-care. The sums made available under this
section are to be used for making payments to States which have
submitted and had approved State plans for medical assistance.
(Sec. 1903(a) provides that such payments are to be made beginning
with the quarter commencing January 1, 1966.)

SECTION 1902. STATE PLANS FOR MEDICAL ASSISTANCE

Section 1902(a) sets forth the requirements with which a State plan
for medical assistance must comply in order to be approved by the
Secretary of Health, Education, and Welfare and thereby qualify the
State for payments under title XIX. To be approved, such a State
plan must-

(1) provide that it will be in effect in all political subdivisions
of the State and, if the plan is administered by the subdivisions,
that it be mandatory upon them;

(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the
expenditures under the plan with respect to which Federal finan-
cial participation under section 1903 is authorized and, effective
July 1, 1970, provide for State financial participation equal to all
of such non-Federal share;

(3) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for medical
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assistance under the plan is denied or not acted upon with reason-
able promptness;

(4) provide methods of administration of the plan as found
necessary by the Secretary for its proper and efficient operation;
these would include (A) methods relating to the establishment
and maintenance of personnel standards on a merit basis, with
the Secretary being precluded from exercising any authority
in connection with the selection, tenure, or compensation of any
individual employed in accordance with these methods, and (B)
provision for utilization of professional medical personnel in the
administration of the plan, and in supervision of such adminis-
tration where the plan is administered locally;

(5) provide that there be a single State agency to administer,
or to supervise the administration of, the plan, except that eligi-
bility for medical assistance under the plan shall be determined
by the State or local agency administering the approved plan of
the State for old-age assistance or for aid to the aged, blind, or
disabled;

(6) provide that the State agency will make reports as required
by the Secretary, and will comply with provisions found necessary
by the Secretary to assure their correctness and verification;

(7) provide safeguards which restrict the 'ise or disclosure of
information concerning applicants or recipients to purposes di-
rectly connected with the plan's administration;

(8) provide for affording all individuals who wish to do so an
opportunity to apply for medical assistance under the plan and
for furnishing such assistance with reasonable promptness to all
applicants who are eligible for assistnace under the plan;

(9) provide-
(A) for a State authority or authorities with responsibility

to establish and maintain standards for private or public
institutions in which recipients of medical assistance under
the plan may receive care or services; and

(B) that, after June 30, 1967, the requirements under such
standards shall include any such requirements in standards
established by the Secretary relating to protection against
fire and other hazards to the health and safety of individuals
in such institutions;

(10) provide for making medical assistance available to all
individuals receiving old-age assistance, aid to families with
dependent children, aid to the blind, aid to the permanently and
totally disabled, and aid to the aged, blind, or disabled under the
State s plans approved under titles I, IV, X, XIV, and XVI of
the act; and-

(A) provide that (except as to care and services described
in section 1905(a)(4) or 1906(a)(14)) the medical assistance
made available to individuals receiving aid or assistance
under any one of such plans--

(i) will not be less in amount, duration, or scope
than the medical assistance made available to individuals
receiving aid or assistance under any other such plan;
and

(ii) will not be less in amount, duration, or scope than
the medical or remedial care and services made available

205



SOCIAL SECURITY AMENDMENTS OF 1965

to individuals not receiving aid or assistance under any
such plan; and

(B) if the plan under title XIX includes medical or remedial
care and services for any group of individuals who are not
recipients under any such plan and do not meet the State's
income and resource requirements under the one of such
plans which, as determined in accordance with standards
prescribed by the Secretary, is appropriate, provide (except
as to care and services described in section 1905(a)(4) or
1905(a) (14))--

(i) for making medical or remedial care and services
available to all individuals who if needy would be eligible
for aid or assistance under any such plan and who have
insufficient (as determined in accordance with compa-
rable standards) income and resources to meet the cost
of necessary medical or remedial care and services, and

(ii) that the medical or remedial care and services
made available to all individuals who are not recipients
under any such State plan will be equal in amount,
duration, and scope;

(11) provide for entering into cooperative arrangements with
the State agencies responsible for health and vocational rehabili-
tation services looking toward maximum utilization of these
services in providing medical assistance under the plan;

(12) provide that in determining blindness an examination
will be made either by a physician skilled in diseases of the eye or
by an optometrist, as the individual may select;

(13) provide for inclusion of some institutional and some non-
institutional care and services and, as of July 1, 1967, for the in-
clusion of at least the items of care and services listed in clauses (1)
through (5) of section 1905(a); and for the payment of the reason-
able cost (as determined in accordance with standards approved by
the Secretary and included in the plan) of inpatient hospital
services provided under the plan;

(14) provide that.--
(A) no deduction, cost sharing, or similar charge will be

imposed on any individual with respect to in-patient hospital
services furnished him under the plan, and

(B) any deduction, cost sharing, or similar charge imposed
as to any other care or services furnished him thereunder,
and any enrollment fee, premium, or similar charge imposed
under the plan, will be reasonably related (as determined in
accordance with standards approved by the Secretary and
included in the plan) to the recipient's income or to his income
and resources;

(15) in the case of eligible individuals 65 years of age or older
covered by either or both of the insurance programs (hospital
insurance benefits for the aged, and supplementary medical
insurance benefits for the aged) established by the bill, provide-

(A) for meeting the full cost of any deductible imposed
with respect to any such individual under such hospital
insurance benefits program; and

(B) where, under the plan, all of a deductible, cost sharing,
or similar charge imposed with respect to any such individual
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under such supplementary medical insurance benefits program
is not met, the portion which is met shall be determined on a
basis reasonably related (as determined in accordance with
standards approved by the Secretary and included in the
plan) to such individual's income or to his income and
resources;

(16) include, to the extent required by regulations of the Secre-
tary, provisions (conforming to such regulations) regarding the
furnishing of medical assistance to eligible residents who are
absent from the State;

(17) include reasonable standards, comparable for all groups,
for determining eligibility for and the extent of medical assistance
under the plan, which standards-

(A) are consistent with the objectives of title XIX,
(B) provide for taking into account only such income and

resources as are, as determined in accordance with standards
prescribed by the Secretary, available to the applicant or re-
cipient and (in the case of any applicant or recipient who if
he met the State's need requirements would be eligible for
aid or assistance in the form of money payments under the
State's plan approved under title I, IV, X,XIV, or XVI) as
would not be disregarded (or set aside for future needs) in
determining his eligibility for and the amount of aid or
assistance under such plan,

(C) provide for reasonable evaluation of any such income
or resources, and

(D) do not take into account the financial responsibility
of any individual for any applicant or recipient unless such
applicant or recipient is the individual's spouse or is his
child who is under age 21 or, if the child is age 21 or over, is
blind or permanently and totally disabled; and provide for
flexibility in the application of such standards with respect
to income by taking into account, except to the extent pre-
scribed by the Secretary, the costs (whether in the form of
insurance premiums or otherwise) incurred for medical care
or any other type of remedial care recognized under State
law;

(18) provide that property liens will not be imposed, on account
of medical assistance provided under the plan, during a recipent's
lifetime (except pursuant to a judgment of a court on account of
benefits incorrectly paid), and preclude adjustments or recovery
of medical assistance correctly paid except from the estate of a
recipient who was at least age 65 when he received such assistance,
and then only after the death of his surviving spouse and at a
time when he has no surviving child who is under 21, blind, or
permanently and totally disabled;

(19) provide safeguards necessary to assure that eligibility for
care and services under the plan will be determined and such care
and services will be provided in a manner consistent with sim-
plicity of administration and the best interests of the recipients;

(20) if the State plan includes medical assistance in behalf of
individuals 65 years or older who are patients in institutions for
mental diseases-

(A) provide for agreements or other arrangements, with
State authorities concerned with mental diseases and, where
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appropriate, with such institutions, necessary for carrying
out the State plan. These will include arrangements for
joint planning and for development of alternate methods of
care, for assuring immediate readmittance to institutions
where needed for individuals under alternate plans of care,
for providing for access to patients and facilities, and for
submitting information and reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided is in his best
interests, including assurances of initial and periodic review
of his medical and other needs, of his receiving appropriate
medical treatment within the institution, and of periodic
determination of his need for continued institutional care;

(C) provide for the development of alternate plans of care
with maximum utilization of available resources for recipients
65 years of age or older who would otherwise need care in
such institutions, including appropriate medical treatment
and other aid or assistance; for services to help such recipients
and patients attain or retain capability for self-care or other
services to prevent or reduce dependency which are appro-
priate; and for methods of administration necessary to
assure that the State plan with respect to these recipients and
patients will be effectively carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients;

(21) if the State plan includes medical assistance in behalf of
individuals 65 years or older who are patients in public institutions
for mental diseases, show that the State is making satisfactory
progress toward a comprehensive inental health program; and

(22) describe (A) the kinds, numbers, and responsibilities of
professional medical personnel ,nd supporting staff used in the
administration of the plan, (B) the standards used by State
standard-setting authorities for institutions in which medical
assistance recipients may receive care or services, (C) cooperative
arrangements with State health and vocational rehabilitation
agencies for maximum utilization and coordination of medical
assistance with their services, and (D) other State standards and
methods used to assure that medical or remedial care and services
to medical assistance recipients are of high quality.'

Section 1902(a) also provides that, notwithstanding the requirement
in paragraph (5) above, any State which (on January 1, 1965, and on
the date it submits its plan under title XIX) administers or supervises
its program for the blind under title X (or under title XVI, insofar as
it relates to the blind) through a State agency other than the State
agency that administers or supervises its title I plan (or title XVI
plan, insofar as it relates to the aged) will be permitted, upon coming
under title XIX, to retain such separate blind program agency to
administer or supervise (as a separate State plan, except for purposes
of paragraph (10) above) the portion of the approved plan for medical
assistance under title XIX which relates to blind individuals.

Section 1902(b) requires the Secretary of Health, Education, and
Welfare to approve any plan which fulfills the conditions specified
in section 1902(a), except that he is not to approve any plan which
imposes as a condition of eligibility for medical assistance under the
plan-



SOCIAL SECURITY AMENDMENTS OF 1965

(1) an age requirement of more than 65 years; or
(2) effective July 1, 1967, any age requirement which excludes

any individual who has not attained the age of 21 and who meets
the definition of a dependent child under title IV of the act
disregarding the provisions of section 406(a)(2); or

(3) any residence requirement which excludes any individual
residing in the State; or

(4) any citizenship requirement which excludes any citizen
of the United States.

Section 1902(c) requires the Secretary, notwithstanding the fact
that a State plan is otherwise approvable, not to approve such plan
if he determines that its approval and operation will result in a reduc-
tion in aid or assistance (other than so much as is provided under the
approved title XIX plan) provided for eligible individuals under the
State's plan approved under title I, IV, X, XIV, or XVI.

SECTION 1903. PAYMENT TO STATES

Section 1903(a) provides for making Federal payments to States
with respect to expenditures for programs of medical assistance under
approved plans. Except as otherwise provided in section 1903 and in
section 1117 (as added to title XI of the Social Security Act by sec. 405
of the bill), the Secretary will pay each State with an approved plan
for medical assistance, for each quarter, beginning with the quarter
commencing January 1, 1966-

(1) an amount equal to the Federal medical assistance per-
centage (as defined in sec. 1905(b)) of the total medical assistance
expendituree during the quarter, including in such expenditures
premiums under part B of title XVIII (relating to supplementary
medical insurance benefits for the aged) for recipients for money
payments under title I, IV, X, XIV, or XVI, and other insurance
premiums for medical or remedial care or the cost of such care;
plus

(2) an amount equal to 75 percent of the amounts expended
during the quarter for administrative costs attributable to com-
pensation or training of skilled professional medical personnel
and directly supporting staff of the State agency or local agency
administering the plan; plus

(3) one-half of the remaining administrative expenses.
Section 1903(b) provides that, notwithstanding the provisions of

section 1903(a), the amount of the Federal payment for any quarter
attributable to expenditures with respect to individuals 65 years of
age or older who are patients in institutions for mental diseases is to
be paid only to the extent that total expenditures from Federal,
State, and local funds for mental health services under State and
local public health and public welfare programs for the quarter are
shown to the satisfaction of the Secretary to exceed the average of
the total expenditures for these services for each quarter of the fiscal
year ending June 30, 1965. The expenditures for these services for
each quarter in the fiscal year ending June 30, 1965, are to be deter-
mined on the basis of the latest data, satisfactory to the Secretary,
available to him at the time of the first determination under section
1903(b); and expenditures for any quarter beginning after Decem-
ber 31, 1965, are to be determined on the basis of the latest data,
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satisfactory to the Secretary, available to him at the time of the
determination for such State for such quarter. For the purposes of
section 1903(b), such determinations will be. conclusive.

Section 1903(c) provides that if the Secretary finds, oil the basis of
satisfactory information submitted by a State, that its Federal nledi-
cal assistance percentage applicable to any quarter during the period
January 1, 1966, through June 30, 1969, is less than 105 percent
of the Federal share of the State's medical expenditures during the
fiscal year ending June 30, 1965, then its Federal medical assistance
percentage will be 105 percent of such Federal share instead of the
percentage determined under section 1905(b). Such adjusted per-
centage will be applicable for such quarter and each subsequent
quarter in such period prior to the first quarter as to which such
finding is not applicable.
For the above purposes, such Federal share means the percentage

which the excess of-
(A) the total of the amounts of the Federal shares (determined

under the applicable formulas of the public assistance titles of
the act) of the State's expenditures for aid or assistance in any
form during fiscal year 1965 under its plans approved under
titles I, IV, X, XIV, and XVI over

(B) the total of the Federal shares determined under such
formulas with respect to its expenditures of aid or assistance
during such year, excluding aid or assistance in the form of
medical or remedial care,

is of the total of aid or assistance expenditures in the form of medical
or remedial care under such plans during such year.

Section 1903(d) provides procedures for paying to a State the
amounts to which it is entitled under the preceding provisions of
section 1903. These are, with appropriate modifications, similar to
those under the existing public assistance titles of the act.

Section 1903(e) provides that payments under the preceding pro-
visions of section 1903 are not to be made unless the State makes a
satisfactory showing that it is making efforts toward broadening the
scope of the care and services available under its plan and toward
liberalizing the eligibility requirements for medical assistance, looking
toward providing, on or before the first day of the calendar quarter
following the 40-calendar quarter period that began with the first
calendar quarter for which the plan is effective, comprehensive care
and services to substantially all individuals who meet the plan's eligi-
bility requirements with respect to income and resources, including
services to help such individuals to attain independence or self-care.

SECTION 1904. OPERATION OF STATE PLANS

Section 1904 provides for withholding of Federal payments to a
State if the Secretary finds, after reasonable notice and opportunity
for hearing to the State agency having responsibility for the plan, that
the approved plan has been so changed that it no longer complies
with the provisions of section 1902 or that in the administration of the
plan there is failure to comply substantially with any such provision.
Until the Secretary is satisfied that there is no longer any failure to
comply, he will make no further payments to the State or in his
discretion will limit payments to categories under or parts of the plan
not affected by such failure.
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SECTION 1905. DEFINITIONS

Section 1905(a) defines the term "medical assistance" to mean
payment of part or all of the cost of the following care and services
(if provided in or after the third month before the month the recipient
makes application) for individuals who are under the age of 21 and
who except for section 406(a) (2) are (or would, if needy, be) dependent
children as defined under title IV, or who are relatives specified in
section 406(b)(1) with whom such children are living, or who are 65
years of age or older, are blind, or are 18 years of age or older and
permanently and totally disabled, but whose income and resources
are insufficient to meet all of such cost-

(1) in-patient hospital services (other than services in an
institution for tuberculosis or mental diseases);

(2) out-patient hospital services;
(3) other laboratory and X-ray services;
(4) skilled nursing home services (other than services in an

institution for tuberculosis or mental diseases) for individuals
age 21 or over and dental services for individuals under age 21;

(5) physicians' services, whether furnished in the office, the
patient's home, a hospital, a skilled nursing home, or elsewhere;

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law;

(7) home health care services;
(8) private duty nursing services;
(9) clinic services;
(10) skilled nursing home services and dental services for other

individuals;
(11) physical therapy and related services;
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of the eye
or by an optometrist, whichever the individual may select;

(13) other diagnostic, screening, preventive, and rehabilitative
services;

(14) in-patient hospital services and skilled nursing home
services in an institution for tuberculosis or mental diseases; and

(15) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

but the term does not include-
(A) payments with respect to care or services for an individual

who is an inmate of a public institution (except as a patient in
a medical institution); or

(B) payments with respect to care or services for any indi-
vidual who has not attained 65 years of age and who is a patient
in an institution for tuberculosis of mental diseases.

Section 1905(b) defines the term "Federal medical assistance per-
centage." Such percentage for a State is 100 percent minus the
percentage which bears the same ratio to 45 percent as the square
of the per capita income of such State bears to the square of the per
capita income of the 50 States and the District of Columbia. Such
percentage is in no case less than 50 percent or more than 83 percent,
except that for Puerto Rico, the Virgin Islands, and Guam it is set
at 55 percent. Determination and promulgation by the Secretary of
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the Federal medical assistance percentage will be in accordance with
the provisions of section 1101(a)(8)(B) of the act, except that such
promulgation will be made as soon as possible after enactment of the
bill andit will be conclusive for each of the 6 quarters in the period
January 1, 1966, through June 30, 1967.

Section 121(b) of the bill provides that no payment may be made to
any State under title I, IV, X, XIV, or XVI of the Social Security
Act for aid or assistance in the form of medical or any other type of
remedial care for any period for which such State receives payments
under title XIX (as added to such act by sec. 121(a) of the bill), or
for any period thereafter.
Paragraph (1) of section 121(c) of the bill (effective January 1, 1966)

amends section 1101(a)(1) of the act to make a necessary conforming
change.
Paragraph (2) of section 121(c) of the bill amends section 1109 of

the act to provide that any amount which is disregarded (or set aside
for future needs) in determining eligibility of and amount of the aid
or assistance for an individual under a State plan approved under
title I, IV, X, XIV, XVI, or XIX of the act is not to be taken into
consideration in determining the eligibility of and amount of aid or
assistance for any other individual under a State plan approved under
any other of such titles.

Paragraph (3) of section 121(c) of the bill (effective January 1, 1966)
amends section 1115 of the act to make necessary conforming changes.
SECTION 122. PAYMENT BY STATES OF PREMIUMS FOR

SUPPLEMENTARY MEDICAL INSURANCE

Section 122 of the bill amends sections 3(a), 403(a), 1003(a),
1403(a), and 1603(a) of the Social Security Act-to authorize Federal
financial participation in expenditures by a State under its approved
plans under the respective public assistance titles of such act for
premiums paid for supplementary medical insurance benefits for the
aged (the insurance program under part B of title XVIII of the Social
Security Act, as added by the bill) for individuals who receive money
payments under any such title.

TITLE II-OTHER AMENDMENTS RELATING TO
HEALTH CARE

PART 1-MATERNAL AND CHILD HEALTH AND CRIPPLED
CHILDREN'S SERVICES

SECTION 201. INCREASE IN MATERNAL AND CHILD
HEALTH SERVICES

Section 201(a) of the bill amends section 501 of the Social Security
Act to increase the authorization of appropriations for grants to the
States for maternal and child health services under part 1 of title V
of such act to $45 million for the fiscal year ending June 30, 1966;
$50 million for the fiscal year ending June 30, 1967; $55 million each
for the fiscal years ending June 30, 1968 and 1969; and $60 million for
the fiscal year ending June 30, 1970, and for each fiscal year there-
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after. Under existing law the authorized appropriation is $40 million
each for the fiscal years ending-June 30, 1966 and 1967, $45 million
each for the fiscal years ending June 30, 1968 and 1969, and $50
million for the fiscal year ending June 30, 1970, and for each year
thereafter.

Section 201(b) of the bill amends section 504 of the act by adding
a new subsection (d) which makes payments to States after June 30,
1966, contingent upon a satisfactory showing that the State is extend-
ing the provision of maternal and child health services in the State
with a view to making such services available to children in all parts
of the State by July 1, 1975.

SECTION 202. INCREASE IN CRIPPLED CHILDREN'S
SERVICES

Section 202(a) of the bill amends section 511 of the Social Security
Act to increase the authorization of appropriations for grants to the
States for crippled children's services under part 2 of title V of such
act to $45 million for the fiscal year ending June 30, 1966; $50 million
for the fiscal year ending June 30, 1967; $55. million each for the fiscal
years ending June 30, 1968 and 1969; and $60 million for the fiscal
year ending June 30, 1970, and for each fiscal year thereafter. Under
existing law the authorized appropriation is $40 million each for the
fiscal years ending June 30, 1966 and 1967, $45 million for the fiscal
years ending June 30, 1968 and 1969, and $50 million for the fiscal
year ending June 30, 1970, and for each fiscal year thereafter.

Section 202(b) of the bill amends section 514 of the act by adding
a new subsection (d) which makes payments to States after June 30,
1966, contingent upon a satisfactory showing that the State is extend-
ing the provision of crippled children's services in the State with a
view to making such services available to children in all parts o the
State by July 1, 1975.

SECTION 203. TRAINING OF PROFESSIONAL PERSONNEL
FOR THE CARE'OF CRIPPLED CHILDREN

Section 203 of the bill amends part 2 of title V of the Social Security
Act by adding a new section 516 which authorizes grants to public or
other nonprofit. institutions of higher learning for training professional
personnel for health and related care of crippled children, particularly
mentally retarded children and children with multiple handicaps.
Authorizations for appropriations are $5 million for the fiscal year
ending June 30, 1967, $10 million for the fiscal year ending June 30,
1968, and $17.5 million for each fiscal year thereafter.

SECTION 204. PAYMENT FOR INPATIENT HOSPITAL
SERVICES

Section 204(a) of the bill amends section 503(a) of the Social
Security Act to require a State plan for maternal and child health
services to provide, effective July 1, 1967, for payment of the reason-
able cost (as determined in accordance with standards approved by
the Secretary and included in the plan) of inpatient hospital services
provided under the plan.
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Section 204 (b) of the bill amendls section 513 (I) of the act to
require a State plan for services for crippled children to provide,
effective July 1, 1967, for payment of thle reasonable cost (as (leter-
mined. in accordance with standar(ls approved by tlio Secretary 'anl
included in the plan) of inp)at.ient llos)ital services provi(led unI(er

the plan.

'SECTION 205. SPECIAL PROJECT GRANTS FOR HEALTH
OF SCHOOL AiN'D PRESCHOOL CHILDREN

Section 205 of the bill amends part 4 of title V of tlhe Social Security
Act by inserting a new section to Irovide special pIrojec(t grants to
promote tlle health o' sclchooland )r'eScol children. In c(lforming
changes tle heading of Ipart 4 is revised accordingly and( section 532 is
redesignalied section 533.

'The new section 532(a) authoilrizes app)ropria),tions of $15 million
for tile fiscal year eniiing June 30(), 1966, $35 million for tle fiscal year
ending June 30, 1967, $45 millionn for the fiscal year endling June 30,
1968, $50 million for the fiscal year ending June 30, 1969, and $55
million for tle fiscal year ending June 30, 1970, for special project
grants in order to promote the health of children and youth of school
and I)rescllool age, particularly ill areas with concentrations of low-
incomie families. Section 532(b) authorizes the Secretary to make
grants to a State hlealtl1 agency and (with the consent of such agency)
to tlie health agency of anIy political subdivision of thle State, to the
State agency administering or supervising the administration of tie
crippled children's program under pIart 2q title V of the Social Security
Act, to any school of medicine (with appIropriate participation by
at school of dentistry), and to anly teaching hospital affiliated with
such it school, to pay not to exceed 75 percent of the cost ofl)rojects
of t comil)rellensive nature for health care and services for children
and yout, of school age or for preschool children (to help them
prepare to start scliool). Projects for childrenIan y(ouit, of school
age must include such screening, diagnosis, preventive services,
trelitment, correction of defectss, and aftercare, bo()t medical land
dental, as may be provided for in regulations of the Secretary. T'reat-
menlt, correction of defects, and aftercare are to be availableIlnder tlhe
projects only to children who would not otherwise receive them becausee
they are from low-income families or for other reasons beyond their
control. Projects must provide for coordination of tlie hlealtll care
and services provided under them with, and for utilization of, other
State or local health, welfare, and education programs for clildlren, and
for payment of lie reasonable. cost of inpatient hospital services.

,Section 532(c) authorizes the Secretary to make grants to La Stalte
healthh, mental healtli, or public welfare agency, and with the consent
of tihe apllrol)riate State agency to the health, mental helielt, orpublic
welfare agency of any political subdivision of the State and(l to any
l>ublic or nonprofit private agency or institution to )pay not to exceed
75 percent of the cost of projects provi(ling for thle identification, witli
a view to providing as early as possible, care and treatment of children
who are or are ill danger of becoming emotionally dis.turbe(l, including
the followup of children receiving such care or treatment. Projects
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must provide for coordination of the care and treatment provided
under it with, and utilization (to the extent, feasible) of community
mental health centers and other State or local agencies engaged in
health, welfare, or education proligrams or activities for such children.

'lhe new section 532(d) provides for paylmnt of the grants under
section 532 in advance or by way of reimbursement, in such install-
menits and oil such conditions as the Secretary determines.

SECTION 206. EVALUATION ANDt REPORT'

Section 206 of the bill requires the Secretary to submit to the
President for transmission to the Congress before July 1, 1969, a full
repIort of the administration of section 532 of tlie Social Security Act
(special project grants for health of school and preschool children)
together with an evaluation of the program and recommendations as
to continuation of and modifications in the program.
SECTION 207. INCREASE IN CHILD WELFARE SERVICES

Section 207 amends section 521 of the Social Security Act to increase
the authorization of appropriations for grants to the States for child
welfare services under part 3 of title V of such act to $45 million for
the fiscal year ending June 30, 1966, $50 million for the fiscal year
ending June 30, 1967, $55 million each for the fiscal years ending
June 30, 1968 anld 1969, and $60 million for the fiscal year ending
June 30, 1970, anld for each year thereafter.

SECTION 208. DAY CARE SERVICES

Section 208(a) amends title V, part 3 of the Social Security Act by
striking out section 527.

Section 208(b) amends section 522 of the Social Security Act to
provide that the Secretary shall allot to each State for use by the
cooperating State public welfare agency which has a plan developedd
jointly by the State agency and the Secretary $70,000 and an amount
which bears the same ratio to the remainder of the sum so appro-
priated as the product of (1) the population of the State under 21 and
(2) the allotment percentage of the State (as determined under sec.
524) bears to the sum of the corresponding products of all the States.

Section 208(c) amelnds subparagraph B, sect'onl 523(a)(1) of the
Social Security Act by adding a new clause (V) providing that day
care under the plan will be provided only in facilities (including
private homes) wIhich are licensed by the State or approved as meeting
the standards established for licensing by the responsible State
agency.

Section 208(d) provides that the amendments made by section 208
apply to appropriations for the fiscal years beginning after June 30,
1965, and inserts the word "each" after $60 million in section 201(a)
which amends the first sentence of secti,.i 501 of the Social Security
Act and after $60 million in section 20'.(a) which amends the first
sentence of section 511 of the Social Security Act.
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PART 2. IMPLEMENTATION OF MENTAL RETARDATION
PLANNING

SECTION 211. AUTHORIZATrION OF APPROPRIATIONS
Section 211(a) of the bill amends section 1701 of the Social Security

Act to authorize appropriations for assisting States il initiating the
implementation and carrying out of planning and other steps to combat
mental retardation. The amounts authorized to be appropriated are
$2,750,000 for the fiscal year ending June 30, 1966, and $2,750,000
for the fiscal year ending June 30, 1967.

Section 211(b) of the bill amends section 1702 of the act to provide
that the sums appropriated pursuant to section 1701 for the fiscal year
ending June 30, 1966, are to be available for grants during that fiscal
year and the two immediately succeeding fiscal years, and that the sums
appropriated for the fiscal year ending June 30, 1967, are to be avail-
able for such grants during that fiscal year and the immediately
succeeding fiscal year.

PART 3--PUBLIC ASSISTANCE AMENDMENTS RELATING TO
HEALTH CARE

SECTION 221. REMOVAL OF LIMITATIONS ON FEDERAL
PARTICIPATION IN ASSISTANCE TO INDIVIDUALS
WITH TUBERCULOSIS OR MENTAL DISEASE

Paragraphs (1) and (2) of section 221(a) of the bill, and paragraphs
(1) and (2) of section 221(d), amend the definitions of the terms
"old-age assistance," "aid to the aged, blind, or disabled" (insofar
as it relates to the aged), and "medical assistance for the aged," as
those terms appear in titles I and XVI of the Social Security Act.
These amendments remove the limitations on Federal participation
in aid or assistance to aged individuals who are patients in institutions
for tuberculosis or mental diseases or who are patients in medical
institutions as a result of a diagnosis of tuberculosis or psychosis.

Section 221 (b) and (c) of the bill, and paragraph (1) of section
221(d), amend the definitions of the terms "aid to the blind," "aid
to the permanently and totally disabled," and "aid to the aged,
blind, or disabled" (insofar as it relates to the blind or disabled), as

those terms appear in titles X, XIV and XVI, respectively, of the
Social Security Act so as to remove the existing limitations in those
titles on Federal sharing in aid to individuals who are patients in
medical institutions as a result of a diagnosis of tuberculosis or psy-
chosis. Federal financial participation would reInain unavailable
with respect to payments to or care in behalf of blind or disabled
individuals who are patients in an institution for tuberculosis or
mental diseases under such titles X and XIV, and under such title
XVI in the case of individuals under age 65.
Paragraph (3) of section 221(a) of the bill, and paragraph (3) of

section 221(d), amend sections 2(a) and 1602(a), respectively, of the
Social Security Act to add new plan requirements for a State which
elects to include assistance in its State plan under title I (or aid or
assistance in its State plan under title XVI, insofar as such aid relates
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to the aged) to or in behalf of individuals who are patients in mental
institutions. Such plan requirements are tihe same as those set forth
in section 1902(a) (20) land (21) of title XIX as ad(led to tleo Social
Security Act by section 121 (a) of the bill.

Paragraph (4) of section 221(a) of the bill, and paragraph (4) of
section 221(d), add provisions to sections 3 and( 1603, respectively,of the Social Security Act comparable to the provision set forth in
section 1903(b) of title XIX (as added by sec. 121 (a) of the bill).
These provisions make thle 'FedeIral share ill State expenditures with
respect to aged patients in institutions for mental diseases conlitilgent
11)upon a com)lparable increase in total el)eendlitures in the State for
mental health services.

Section 221(e) of the bill provides that the amendments made by
the preceding provisions of section 221 will apply to expenditures
made after December 31, 1965, under a State plan appl)ovced undei
title I, X, XIV, or XVI of the Social Security Act.

SEC('TION 222. AMENDMENT TO DEFINITION OF'MEDICAID
ASSISTANCE FOR THlE AGED

Sections 222(a) and 222(b) of the bill amend sections 6(b) and
1605(1)), respectively, of thle Social Security Act, to permit Federal
shlaing in State expenditures for medical assistance for the aged in
the case of individuals who also received old-age assistance or aid to
tlie aged, blind, or disabled il the month of their adm(littance to or
discharge from a medical institution.

Section 222(c) of tie bill provides that these amendllments will aplly
to expenditlurs under t State plan approved under title I or XVI of
the act with respect to care and services provided under suIch plan
after June 1965.

IART 4--M-ISCELLANEOUS AMNENID1MENTS REI.,ATING TO
HI1,'ALTH CARE

SECTI'ION 2:31. HEALTH STUDY OF RESOURCES REIA'I'-
ING TO CHILDREN'S EMOTIONAL I INESS

Section 231 (a) authorizes tlhe Secretary, upon1 tlle recommendlllation
of the National Advisory Mental Health Council and aftfr securing
the advice of experts in pediatrics and child welfare, to make grants
for research into and study of resources, meethods and practices for
diagnosing or preventing mental illness in children and of treating,
'caring for, and rehabilitating children with emotional illness.

Section 231(b) provides that grants nmay be made to one or more
organizations on condition that such organizations agree to undertake
and conduct a coordinated program of research into and study of all
aspects of the resources, methods, and practices for diagnosing or
preventing emotional illness in children and of treating, caring for,
and rehabilitating children with emotional illness.

Section 231(c) defines organization as a nongovernmental agency,
organization, or commission, composed of representatives of leading
national medical, welfare, educational, and other professional asso-

cialtions, organizations, or agencies active in the field of mental health
of children.

49-643 p0-4r-pt. 1--15
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Section 2:31 (1) autthorizes an alppr)l)opriation of $500,000 each year
for the fiscal years endtling June 30, 1966, and Jun11e 30, 1967 for the
l'rantis alltahorize(l 'by section 231(a); provides that tlIe terms of tlhe

Lgranit stil)ulateC that tlle research be completed no latter than 2 years
after it is intaugurate(l and for the filing of annual grant reports.

TITLE III --.SOCIAL SEl(U'URITY AM1,EN I)MI.NTS

Section 300 of the bill provides that title III of the bill may be cited
as thel "Old-Age, Survivors, and I)isability Inlsurance Arenldllients
of 1965."

SECTION 301. INCREASE IN O(,)-AGE', SITRVIVORIS, ANI)
DISABILITY INSURANCE BENEFITS

Sec,0ion 301 of the bill provides for' it revised benefit tablle to effectul-
ateit 7-percenlt benefit increase an(l new mn axillmum b)elnefit aio)lnts.
PIrimary insurance a(,mount.

Section 3()l1(a) of tlie bill lllendl s section 215 of tile Social Secu('rity
Act to substitute for the present benefit table a new table. The new
ttble effectuates the increase for people who were onl tlie benefit
rolls in any month after 1)ecembcer 196,I aind pIrovides benefit amIou()ts
higher than those under present law for people who come on the
benefit rolls in ant( after thle month in which thle bill is eiac tel.
'The new primary insurance amiouInts, shown in column IV of tle table,
represent an increase of 7 percent over the primary insurance amounts
provided in pIresent law for average monthly wages of $400 or less with
it minillum increase of $4. (The primary insurance amount, is the
amount )payable to a worker whlo retires at or after age 65 or to at
disabled worker, and it is also the amounnlt from which all ot her benefits
are determined.)
An approximation of the benefits shown in thle new benefit table

can be arrived at by taking 62.97 percent of the first $110 of tile
average monthly wage, plus 22.9 percent of thei next $290, plus 21.4
percent of tile next $150. Benefits in the presenltttal)le ,,pp'roximate
58.85 percent of the first $110 of averagwe age plus 211. percent t of
the next $290.

'lohe primary insurance amounts lrovi(de(l by thle 'evisedC table range
from ia minimiium of $44 for people whoseaverage monthly wage is $67
or less to a maximum of $168 for' people whlo have the average mlontllyll
wage of $550 thatt will l)econe possible in the future with the $6,60(
contribution an(d benefit base which the l)ill (in sec. 320) provides.
The primary insurance amounts of retired workers who are now on the
benefit rolls are raised from $40 to $44 at the nllinimum and f'olm
$127 to $135.90 at the msaxinmum.
Under tlhe revised benefit t able, the total 1montihly amount, of benefits

payable to a family on the basis of a single earnings record will be
determine oin the basis of a new forlmu1a. The maximum family
benefit in present law (shown in col. V of the benefit table) is the
smaller of 80 percent of the average monthly wage Oi' $254-twice tlhe
maximum primary insurance amIount of $127--)ut it does not operate
to reduce the family benefits to less than 11 times the primary insur-
ance amount. T'he $254 amount applies over a rather wide range of
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averlae llnl()tllly wage levels, so thlat the Illaximulrn family benefit is
nlt Nwa,-relate(l at average' nthl wage levels above $317. IThe
formulllla lse(d to (leterminle the newmt-ximuil family I)Cnefit amoun()ts
(these Iamol(ntls tare so()\wn\ in col. V of the benefit table in the bill) is
S)O percent of the average monthly wage Iup to the point att which the
taverl(age monthly wagve aniount is two-thirds of tile maximum possible
average e monthly wage specified in the law, 1)11ps 40 percent t of the
reilaln(ler of the average molnthly wage. This formula pro(dces, at
tle maximum average monIlthlly wage, a maximunl family benefit, of
tvwo-thirds of tlhe average mlonltlywalrge. Specifically, Xwitl tle $6,60)
contribution andl benefit base, the 40-percent, part of the formula
woulld begin to operate above the $370 average monthly wage level,
which is ab)oult two(-tlhirds of the maximum average monthly wage of
$550 (more precisely, it is the top of the average monthly wave
bracket that. includes the amnoiwunt that is two-tlirds of $550). As
n11(1er p)resenI t law, the maxirni m will lnot operate to redullce family
benefits })elw1) 2' times the priniary imnsultrance amount. Under the
bill, the llaxiulllnl amount of monthly }benefits payable to ai family
wouldrLange from11,aIlnimum of $66 t(o a maximillum of $3638.
lPrimary n.su'tr(ance an mo nt rtinder 1968 act, (as miod1ified

Sectioll 301 (b) f bill s section 215( oftheeact to provide
tiha t a person who became entitled( t(o old--age or disability insurance
b)elefits before title date of enactment, of the bill, or who died before
such (date, will have his primary insurance amllou(nt, as determined
u(lder 1the provisions of present law lndl app)ear.ring in column II of the
revised table, converted to tihe higher primary insurance alioulit
. hearing oil the same line il column IX of the now table. Under
)rescf.t law,, column II shows the llrilnary amounts in effect prior
to the Social Security Amelndmenits of 1958 and column IV of the table
shows the atollltuntss to which tile primary insurance amounts in colulmnl
II were converted ais a result of those amendments.
,lLaximlulm benefitsJor people already on the rolls

Section :301 (c) of the bill amends section 203(a)(2) of the act to
assure an increase ill he family benefits for families who were on the
benefit rolls after December 1964 and whose benefits were determinedd
under the provisions of thle law in effect prior to the enactment of the
bili. Inl'.he absence of such a provisionn some families now on the
b)enlfit rolls could receive little or no increase inl benefits, sillce their
benefits are already att or near thle maximum amount that would be
)atyable to the family. The bill provides that the maximum family
benefit for each month after December 1964 will be the larger of (1)
the family maximum specified in column V of the new table.or (2) the
sum. of all fam-ily members' benefits after each such benefit lias been
increased by 7 percent (and rounded to thle next higher 10 cents if it.
is not already a multiple of 10 cents). Thle section also repeals section
203(a)(3) of tile act, which is a special saving clause for the maximum
family benefits of people who became disabled before 1959. This
clause is no longer needled since families whose benefits were deter-
mined under this clause are now covered by paragraph (2) of section
203(() as amended by tlle bill.
Effective date

Section 301(d) of the bill provides that the benefit increases pro-
vided for by subsections (a), (b), and (c) of section 301. will be effective
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for monthly benefits for months after D)ecember 1964 and for lump-
suml death payments where death occurs in or after the montll of
enactment of the bill.
Special prosi.sion for conierswion of a (Iisablility inl.sirance benefits to an

oldl-gje insurance benefit
Section 301(e) of the bill is a special transitional provision which

applies to an individual who was entitled to a disability insurance
benefit for I)Decemlber 1964 andl who b)ectme entitled to o)ld-ajge
insurance )benefits illJlanary 1965;, to mIake certain that his primary
insurance amount isi increased. 'The general rule, Iprovided in section
215(a)(4) of present law, thatwould apply in this situation is that
1n in(livi(liual who was entitled to ta disability insurance benefit for
the Ilonth before lie becoImes entitled to tan old-age insurance benefit
will have as his primary insullrantce amtouilnt (and therefoTre his old-age
insurance benefit) the amliount in colmlli1 IV of the tal)le that is equal
to his disability insurance benefit. In the situation outlined above,
the individutlal's disablility insurance benefit, since it was derived from
a primary insurance amlounllt determined under pIresellt law, ldoes: not
have any (direct co)nnectioll with colum()nl INV of tlhe table, which
contains the new benefit amounts; rnd thus the general rlle cannot
b)e applied to this individual. Therefore, sect ion 3()1(e) of the bill
provides that his primary insurance amlnoult, is theamnlllltt iln (olm01n11
IV of the table on the sale line ts that oln which, irn colulllln I,
appears his l)'esent primary insurance amount. ('I}is primary
ilnsuralnce amllOlint in col. II is equal to his disability insurance benefit,
under present law.)

SEC(YTION 302. ( ONIm UTAT'I'TO N AND) l('OMPUTAT'I'ON OF
1BE NENEFI''S

Section 302 of the bill provi(les for auto,(lllatiC recom(lll)ltitiolln of
benefit aolllllllts under titlo 11 of the Social Security Act to take
account of earnings after entitlement to benefits, and makes tecl-
nicalchanges in the provisioIns for colll)Utationl of benefits to facilitate
automatic recomputation.
Alveraqe monthly wage

Section 302(a)(l) of the bill amlends subparagraphl (() of section
215(1b)(2) of thle act to exclude from anil insured individual's conlpl)ta-
tion base years (from which tlhe years to be used ill the benefit com-
putation are chosen) the year in which lie became entitled to benefits
and to include in his comnl)utatioln base years (fori)purpo5ses of survivors'
benefits) the year in which le died. As a result of tills change, an
individual's computationl base years are the calendar years occurring
after 1950 (or after 1936, as provided in section 215 (d)) and up to the
year in which his first month of entitlement to a benefit occurs or the
year after the year in which lie dies.

Section 302(a)(2) amends section 215(b)(3) of the act to provide
that the number of an individual's elapsed years (which determine
the number of years to be used in thebenefit comlputation) will be
counted uIp to the year in which lie reaches age 65 (age 62 for women)
or (lies whether or not he is fully insured in that year. Under present
law, an individual's elapsed years are counted up to the year in which
he is both fully insured and age 65 (62 for women). Since almost all in-
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sure individuals are now insured ty the time they reach the required
age, the deletion of the provision in present la .v results iu a simiplifi-
caltion of tile computation provisions.

Section :302(a)(3) amends paragraphs (4) and (5) of section 215(b)
of the act, Paragraph (4), as amended, makes the newprovisions of
section '215(b) applicable only in tlihe case of an ildividlual who d(ies or

becomes entitled to benefits or to a benefit recomul)tationl ulndeersection
215(f)(2), as amended by the bill, after December 1965. The require-
mlenlt in present tlaw that an individual have not less than six quarters
of coverage after 1950 ill order to have his average monthly wage
dletlermnled entirely on his earnings after 1950 is omitted from the
amended( paragraph. Paragrlaph (5), ils amended, preserves the
present method()l of complluting the average monthly wage for people
who, after tihe bill is enacted and prior to 1966 (the effective (lte of
autmilatic recomlputation), become entitled to benefits or a recompui-
tation of benefits.
Irima.ry insurance benefit under 1.939 act

Section 302(b) of the bill makes a minor conforming change and
u)pdlates a reference in section 215(d) of the act, relating to con mutationn
of primary insurance benefits under the 19:39 Social Security Act.
('ertain atc(!es (andl self-employment income not to be counted
Section 302(c) of the bill amends section 215(e) of the act by striking

out paragraph (3), which provides for a recomputationl, for self-
employed people who operate ona( fiscal-year basis, to include earnings
ill the year of entitlement that were not available for inclusion in the
oiriginalt computation. This provision will not be needed, since these
earnings will be taken into account under the automatic reconmputation
provisions contained in section 215(f) as amended by tlhe bill.
Iecomputation of benefits

Section 302(d)(1) of the bill amends section 215(f)(2) of the act
by )Iroviding for annual automatic recomputation of benefits, be-
ginning in 1966.

'The recomllputation will take into account any earnings the person
had in or after tile year in which he became entitled to benefits (under
present, law, a recomputation to include earnings in a year after
entitlement requires an application and is not available unless the
person had earnings of more than $1,200 for the year). The bill
woull also delete the requirement in present law thatt the person
have six quarters of coverage after 1950 in order to qualify for the
recolmputation. A recomputation under the amended section
215(f)(2) will b)e effective, in the case of a living beneficiary, with
January of tile year following the year in which the earnings were
received, and in death cases it will be effective for survivors' benefits
beginning with the month of death.

Section 302(d)(2) repeals paragraphs (3), (4), and (7) of section
215(f) of the act, thereby eliminating the provisions for a recoml)uta-
tion to include earnings in the year of entitlement to benefits or in
the year in which an individual's benefits were recomnputed on account
of additional earning, thle provisions for a recomputation for the
purpose of paying beneefits to survivors of an individual wlo died
after 1960 andlwho had been entitled to old-age insurance benefits,
and the provision for recomIputing at age (5 tle benefits of an indi-
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vidual who became entitled to benefits before that age. All of these
are replaced by the automatic recomputation provision.
amputationn of disability insulrantce benefits
Section 302(e) of the bill amends section 223(a) (2) of tlie act so that

the provisions for computing disability insurance benefits will conform
with tlle changed provisions for computing ol(t-age insurance benefits.
fffective dates (an sa(1 inJ proviSion.ls
Section 302(f)(1) of the bill provides thatt tie repeal of section

215(e)(3) of the act made by section 302(c) (pertailning to recom)puta-
tions for certain self-employed people) will be effective for individuals
who become entitled to benefits after 1965.

Section 302(f)(2) provides that in any case where an individual
woult, by filing an application prior to January 2, 1966, be entitled to
have his benefit recomputedl under the provisions of existing law,
the individual will be deemed to have tiled an application oil the
ldte of enactment of the bill or tile earliest (late of eligibility there-
after and prior to January 2, 1966. IThus anyone who would profit
from a recomtputation under tihe provisions of present law will have his
benefit amount recoimp)uted automatically as though ee had filed an

application for that recompute tion. The new automatic recomluta-
tion provisions will take over for the future.

Section 302(f)(3) retains paragraphs (3) and (4) of section 215(f)
of present law for the purpose of providing, for survivors' benefits, a

recomputation of the primary insurance amount of an individual who
was entitled to an old-age insurance benefit and( who (ied after 1960
and before 1966 without having filed an application for a recompiuta-
tion. The new recomputation provisions will apply to deaths occur-
ring after 1965.

Section 302(f)(4) retains until 1966 section 215(f)(7) of the act,
which provides for the automatic recolmputat ion of benefits to take
account of earnings a man who is receiving actuarially reduce(
benefits may have had after entitlement and through tlle year of death
or attainment of age 65. After 1965, these recomplltations will be
maie under the new automatic recomnputation provisions.

Section 302(f)(5) provides that the amendm(llents madte by section
302(e) (relating to compultattions of disability insrlrance benefits) will
apply to individuals who becomnle entitled to disabilityy insuraInce bene-
fits after 1965.

Section 302(f)(6) retains the l)rovisions for figuring the average
monthly wage which were in effect prior to the Social Seculrity Amendl-
m1ents of 19(0 so that ani individual who was eligible for old-age in-
surance benefits before 1961 1but who became entitled to benefits or

(lied after 1960 can have his average monthly wage figured over less
than 5 years of earnings where sllch an computation will result in a

higher primary insurance amount. (Generally, in(der thle Social
Security Amenrdments of 1960, at least 5 years have to be used in the
computation of the average monthly wage.)

Section 302(f) (7) repeals, effective January 2, 1966, an old provision
in the 1954 amendments for a dropout recomputtttion based on the
acquisition of six quarters of coverage after June 1953; this provision
is no longer needed.

222



SOCIAL SECURITY AMENDMENTS OF 1965

EC("TIO()N 303. I)ISABIILITYINSURANCE BENEFITS

lttiiler existing lawt, the telrm1 disabilityty" is (lefilned as inability to
engage iln atl sll)st altiial gainful activity by reasoll of any medicallly
(letterlillnE)lb phyNsical omr mental inil)airllient, which canltbe expected to
result ill leathl , 1 to e of long-con tinlled a1nd indefinite durattio)n.

P lragraph (I) of section :303 (at) atleniI(ls clautse (A) off tile first seon-
telice of section 21('(i) of the Social SecIurity Act biy striking out the
re(luiremllettit tt lie iindlividual's impaillrmenit b1e one that call be
expected to I1e (f long-contiilnuel a1111 in(lefinite dIllratiol ain(l siu)bsti-
tutilzinsteadt! e reqireent that t ilt il)il'lent b)e oe() thltt has
lastedl or ct(ll be expected to last for a1 cnitiniiiuos period of not less
ttiani 12 calen(llr month s.

PItragraph (2) of section 30:3(a) tallenlds plaragralph (2) of section
223((c) to pl)rovide thlt tlie tlerll disabilityt" Imieal:s ilablility to engage
inl any s)ubstallitial gainiful activity b)y reasoll of anly medically deter-
l11inla)le physical or' mnelital illipairlInentl which c('ln be expected to
result ill (eati or whichlias lasted o' Can be expected to last, for aI
conltinulous period of not. less than 12 calendar months.

>larlagraphi (1) of section 303(1)) of tlHe bill amends (and recodifies)
plragrall)h (2) of section 216(i) of tlie Social Secllrity Act. It elirmi-
nates tile presentt tr'Oeqil'el t iatll t(le illixvidutlltlinust bet11idei r a

dlisatlility when his application for at period of disability is filed and
stibst.itutes illsteadl ttle rel irellienllt that no application for a dis-
ab)ilit.y (leterililmatio lwhich is filed more thlan 12 months after tie
1moltnth in wllich a period of disability would end (ats specified inll tlis
section) si111 })e accepted.

Pai'agraph (2) of section 303(l)) of the bill makes eonfoirming changes
ill section 216(i)(3) of tlie act.

paragraph (3) of section 303(b) amends lar)agraph (1) of section
223(a) of tile act to elimintite the requrellelent ill present law that an

inlividllll must be in(lelr a disability when he files his application for
disability insurance )benefits in order to be eligible for such benefits.
In view of tle chllange iln the definlitioni of disability and the jIrovision
in presenIt law granting 12 nion()ls retroactivity to applications, this
mllendi(lme nt perlnits tie payment of )benefits in those cases of extended
(lisa})ility which terminated before an application was filed.

paragraph (4) of section 303(1)) of the bill amends section 223(c)
(3) (A) of thle act to eliminate tlhe requirement that the individual niust
be under' n (disa)ility which continues until his application for disability
insurance)benefits is filed. This amendmentconformss to tile ailent-
ment nadle by section 303(b)(3) of tle bill, which eliminates the need
for existence of disability at htithtie e application was filed.

Section 303(c) of thle bill anlen(lds section 223(1)) of the Social
Security Act to take into account the amendment made by section
303(b) (3) of the bill.

Section 303(d) of thle bill ailllends section 202(j)(1) of the act to make
it clear that a disal)ility benefit payable under section 223 will be
reduced so as not to rendler erroneous benefits p1)id prior to the filing
of an application for disability benefits. Tllis is in conformity with
the amlendliienlt Ilimale by section 304 of the bill under which a larger
benefit can become payable for prior periods during which other
benefits had already been paid.
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Section 303(e) amelnds section 215(a)(4) of the act, which specifies,
in the case of an ildivid(ual entitled to a disability insurance benefit
who dies orPbecomes entitled to an old-age insurance benefit, the
Imethdxl for determining the p)riliary insurance amount on which
survivors' benefits or old-age insurance benefits are based. 'he
change adds an additional point--ago 65---at which a woman's
disability insurance )benefit caln be converted to a primary insurance
amount. Under present law a disability insurancebenefit is converted
to a primary insurance amounilt att age 65 in the case of a man and att
entitlenlent to an old-age insurance benefit in the case of a woman
(whichllay occur at any time between ages 62 and 65 if her disability
insurance 'benefit terminates). Since under the bill ai worker can
become entitled to a reduced disability insurance benefit at any time
prior to age 65 wheel he was previously entitled to an l(ld-age insurance
benefit, this change is needed so that the primary insurance amount
which determines thle disabilityy i.suralnce bIenefit of at wollaln who was

previously entitled to a reduced old(-ago insurance benefit, can be
retaine(l is the )ritarl'y insurance amount when she reaches age 65.

Paralgraphl (1) of section 303(i) of the bill provides thatt tie aIlen-(-
nments a(le l)y subsection (a), paragraphs (3) an(l (4) of subsection
(b), subsections (c) and (d) of section 303 of the bill, and subpara-
graplhs (13), and (E) of section 216(i)(2) of the Social Security
Act (as amended by subsec. (b)(1) of sec. 30:3) will be effective witll
respect to appllications under sections 223 and 216(i) of the Social
Security Act filed in or after the month il which tie bill is enacted, or
with resl)ect to applications filed before such Ionthi if the applicant
lias not dlield before such month and if either (1) notice of teli final
decision of tile Secretary lhas not been given to the appl)licant before
such mcnth, or (2) such notice lhas been so givenl)efore such month
buta1 civil action thereon is collmmence(l (whether before, in, or after
such imontlh) under section 205(g) of tie Social Security Act and the
decision in such civil action lhas not becomee final before suchiontlh.
The provisions of the preceding seentence will also apply to appllications
for monthly insurance ellnefits undIler title II of tle Social Security
Act based on the wages or self-emlploynlent income oftin applicant to
whom (1) or (2) of the preceding sentence apl)ly. However, 1o
monthly insurance benefits under title II of the Social Security Act
are to be p)ayablle or increased by reason of thle amel(linelltsmallde by
sul)sections (a) and (b) of sectio 303 of thle bill for months before tile
second nontlhl after themIonth of enactment of thle}ill. Periods of
disability as defined in section 216(i)(2) of the Social Security Act
may be established on the basis of tlie modlified lefillition of disability
even though such eriods commence )beforeenactment. of the bill.

Paragraph (2) of section 303(f) provides that section 215(a) (4) of the
act as amended by subsection (e) of the bill, will e)o effective with
respect to the primary insurIlce anloults of illlividuals who attain
age 65 after tlie ellctnlent of the bill.
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SECTION 304. PAYMENT OF DISABILITY INSURANCE
BENEFITS AFTER ENTITLEMENT TO OTHER MONTHLY
INSURANCE BENEFITS

Section 304 of the bill provides that an individual under age 65
may become entitled to disability insurance benefits after having
become entitled to old-age, wife's, husband's, widow's, widowed's, or
parent's insurance benefits; this is not possible under existing law.

Section 304(a) adds a new paragraph (4) to section 202(k) of the
Social Security Act to provide that a worker who is simultaneously
entitled to an old-age insurance benefit and a disability insurance
benefit for any month will get only one of the two benefits.

Section 304(b) changes the heading of sect on 202(q) of the act
(relating to actuarial reduction of benefits) to include a reference to
the reduction of disability insurance benefits and widow's insurance
benefits (a reference to the latter is required because of the provision
for payment of reduced benefits to widows at age 60 which is added
to the act by sec. 307 of the bill).

Section 304(c) of the bill adds a new paragraph (2) to section 202(q)
of the act and renumbers the present paragraphs (2) through (7)
as paragraphs (3) through (8). The new paragraph (2) provides that
if an individual is entitled to a disability insurance benefit after having
been entitled to a reduced old-age insurance benefit, the disability
insurance benefit (determined under sec. 223) will be reduced by the
amount by which the old-age insurance benefit would have been re-
duced if the worker had reached age 65 in the month in which he most
recently became entitled to the disability insurance benefit. For
example, if a man became entitled at exact age 62 to a reduced old-age
insurance benefit of $80 (based on a primary insurance amount of $100)
and became entitled at exact age 63 to a disability insurance benefit
of $105 (determined under sec. 223 of the act), the disability insurance
benefit would be reduced by $6.60 (one-third of $20), the amount by
which the old-age insurance benefit would have been reduced if the
man had reached age 65 at the time when he became disabled. The
effect of this provision is to reduce the disability insurance benefit to
take account of the number of months for which the man actually got
a reduced old-age insurance benefit before he became disabled.

Section 304(d) of the bill changes section 202(q)(3)(B) of the act
(which provides for reducing wife's or husband's benefits where the
wife or husband is also entitled to old-age benefits) to make the pro-
visions of subparagraph (B) inapplicable for months for which the
individual is entitled to a disability insurance benefit as well as a
wife's or husband's benefit.

Section 304(e) amends subparagraph (C) of paragraph (3) (as re-
designated by the bill) of section 202(q) of the act to provide that
where a person is entitled to both a disability insurance benefit and
to a reduced wife's, husband's, or widow's insurance benefit, the wife's,
husband's, or widow's benefit will be reduced by the sum of: (1) the
amount by which the disability insurance benefit was reduced to take
account of prior entitlement to a reduced old-age insurance benefit,
and (2) the amount by which the wife's, husband's, or widow's bene-
fit would be reduced if it were equal to the amount by which such
benefit (prior to any reduction) exceeded the unreduced disability
insurance benefit.
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Section 304(f) of the bill adds two new subparagraphs (F) and (G)
to the redesignated paragraph (3) of section 202(q) of the act to pro-
vide for reducing the disability insurance benefit of an individual who
becomes entitled to the disability benefit, after having become entitled
to a widow's benefit which is reduced because it was taken before
age 62.
Subparagraph (F) sets forth tile method for reducing the disability

insurance benefit of a woman who becomes entitled to that benefit
at or after attainment of age 62 and who is entitled for the same month
to a reduced widow's benefit. The amount of the reduction in the
disability insurance benefit is whichever of the following is larger: (1)
the amount by which the disability insurance benefit had been reduced
because of prior entitlement to a reduced old-age benefit at age 62 or
later, or (2) a sum equal to the amount by which the widow's benefit
which the woman was getting at age 62 was reduced plus the amount
by which the disability insurance benefit would be reduced (because of
prior entitlement to a reduced old-age insurance benefit) if the dis-
ability benefit were equal to the excess of the unreduced disability
benefit over the unreduced widow's insurance benefit.
Subparagraph (G) sets forth the method for reducing the disability

insurance benefit of a woman who becomes entitled to the disability
benefit before attainment of age 62 and after entitlement to a reduced
widow's benefit. Her disability insurance benefit will be reduced by
the amount by which her widow's benefit would have been reduced
if she had attained age 62 in the first month for which she became
entitled to the disability insurance benefit.

Section 304(g) of the bill makes a conforming change in section
202 (() k4) (A) (as redesignated by the bill) to apply to a person who is
entitled to a disability insurance benefit which is reduced because of
prior entitlement to a reduced benefit the present provisions which set
forth the method for reducing increases in benefits which occur after
the person has come on the rolls and before he reaches age 65.

Section 304(h) of the bill adds a new subparagraph (F) to paragraph
(7) (as redesignated by the bill) of section 202(q) of thie act to provide
that, in determining the "adjusted reduction period" (that is, the
number of months in the reduction period for which a reduced benefit
was actually paid and for which the old-age insurance benefit will be
reduced for future months) applicable to a reduced old-age insurance
benefit, any month for which a disability insurance benefit was payable
will be excluded.

Section 304(i) of the bill is a conforming change in the redesignated
paragraph (8) of section 202(q) to apply to the reduced disability
insurance benefit the provision in existing law for reducing the amount
of the reduction to the next lower multiple of 10 cents if it is not
already a multiple of 10 cents.

Section 304(j) of the bill makes a technical conforming change in
paragraph (2) of section 202(r) of the act (relating to the presumed
filing of application by individuals eligible for old-age insurance
benefits and for wife's or husband's insurance benefits).

Section 304(k) of the bill amends section 215(a) (4) of the act, which
provides a method of determining the primary insurance amount of
an individual entitled to a disability insurance benefit who dies or
becomes entitled to an old-age insurance benefit (in the case of a
woman) or attains age 65 (in the case of a man). Under existing
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law the primary insurance amount il such cases is equal to the dis-
ability insurance benefit; this provision operates properly under
existing law because the disability insurance benefit is never reduced
and thus is always equal to the primary insurance amount. Under
the bill, however, ttle disability insurance benefit may be reduced and
therefore may be smaller than the primary insurance amount. Section
304(k) therefore provides that the primary insurance amount to be
used in the case where a disability beneficiary dies or becomes entitled
to old-age insuranllce benefits or attains age 65 shall be the primary
insurance amount on which the disability insurance benefit was based
rather than the mnlount of the disability insurance benefit itself.

Section 304(1) of the bill amends paragraph (2) of section 216(i) of
the act to remove a reference to section 223(a)(3) which is repealed
by section 304(n) of the bill.

Section 304(m) of the bill makes a conforming change in paragraph
(2) of section 223(a) to take account of the reduction of tile disability
insurance benefit under the provisions of section 202(q) as amended
by the bill.

Section 304(n) of the bill repeals paragraph (3) of section 223(a)
of the act, thereby permitting an individual to become entitled to a
disability insurance benefit after having become entitled to a widow's,
widower's, parent's, old-age, wife's, or husband's insurance benefit.

Section 304(o) of the bill provides that the ame.idments made by
section 304 are to apply with respect to monthly benefits for and
after the second month following tile month of enactlment of the bill
on the basis of applications in or after such month of enactment.

SECTION 305. DISABILITY INSURANCE 'TRUST FUND

Section 305(a) of the bill amends section 201(b)(1) of the Social
Security Act to increase tlie percentage of taxable wages appropriated
to teli disability insurance trust fund (now one-half of 1 percent) to
0.70 of 1 percent, effective with respect to wages paid after 1965.

Section 305(b) of the bill amends section 201(1)(2) of tle Social
Security Act to increase the percentage of taxable self-emlployment
income appropriated to tlie disability insurance trust fund (now
three-eighths of 1 percent) to 0.525 of I percent, effective with respect
to taxable years beginning after 1965.

SECTION 306. PAYMENT OF CHILI'S INSURANCE BENE-
FITS AFTER ATTAINMENT OF AGE 18 IN CASE OF
CHILD ATTENDING SCHOOL AND IN CASE OF CHILD
BECOMEING DISABLED

Section 306(a) of the bill amends subparagrap)h (B) of section
202(d)(1) of tlie Social Security Act to provide for the paymllent of
child's benefits to ian individual uI) to the age of 22 if he is attending
school and( to an individual who is over 18 and ullder a disability which
began before ie attailedl age 22 (under present lawl the disability
must have begun before the child attained age 18). A child will be
considered to be under a disability if the disability began before he
attained the age of 22 and lasted, or could be expected to last, for a
comitinuous period of at least 12 calendar months or to result in his
death.
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Subsection (b)(l) of section 306 amends the first sentence of section
202(d)(1) of the Social Security Act (relating to the termination of
child's benefits) by adding five new subparagraphs.
The new subparagraphs (D) and (E) retain the provisions of existing

law which terminate a child's benefit if he marries, dies, or is adopted,
(except for adoption by certain relatives) and provide in general for the'
termination of ttie child's benefits at age 18 if he is no longer attending
school and is not under a disability.

Paragraphs (F), (G), and (H) provide in general for the termination
of child's benefits when he is no-longer a full-time student, ceases to be
disabled, or attains age 22, whichever is earlier. The new subpara-
graph (F)- provides that benefits for a child who is not disabled and
who has attained age 18 will terminate with the last month in which
he is a full-time student,.
The new subparagraph (G) provides that benefits for a child who is

not disabled will terminate with the month. before the month in which
he attains age 22. The new subparagraph (H) provides that if the
child is disabled, his benefits will terminate with the second month
following the month in which he ceases to be under a disability.

Subsection (b)(2) of section 306 repeals a sentence which is no
longer needed because it has been incorporated in the changes made
by subsection (b)(1).

Subsection (b)(3) of section 306 adds two new paragraphs, (7) and
(8), to section 202(d) of the act. The new paragraph (7) permits
a child whose benefits are terminated after he attains age 18 to
become reentitled to child's insurance benefits, on filing a new
application, if he becomes a full-time student before age 22 or becomes
disabled before that age. Such reentitlement would end in accordance
with the termination provisions contained in the new subparagraphs
(D), (F), (G), and (H).
The new paragraph (8) defines "full-time student" and "educational

institution." A full-time student is an individual who is in full-time
attendance at an educational institution; whether or not the student
was in full-time attendance is to be determined by the Secretary
taking into account the standards and practices of the school involved.
Specifically excluded from the definition of "full-time student" is a
person who is paid by his employer while attending school at the
request (or pursuant to a requirement) of his employer. Benefits
are payable for any period of 4 calendar months or less in which
a person does not attend school if the person shows to the satisfaction
of the Secretary that he intends to continue in full-time school
attendance immediately after the end of the period, or if the person
is in fact in full-time attendance immediately after the end of the
period.
The definition of "educational institution" includes all public

schools, colleges, and universities, and all private schools, colleges,
and universities which are accredited by a State recognized or na-
tionally recognized accrediting association. Also included are those
nonaccredited schools, colleges, and universities whose credits are
accepted, on transfer, by at least three accredited institutions (o the
same basis as if transferred from an accredited institution.

Subsection (c)(l) of section 306 of the bill adds a new subsection (s)
to section 202 of the act. Paragraph (1) of the new subsection (s)
prevents a wife, widow, or surviving divorced mother from getting
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benefits if the only child in her care is getting benefits solely because
he is a student.
Paragraphs (2) and (3) of the new subsection (s) amend the provi-

sions of ! :w which permit a person with a childhood disability to con-
tinue to get benefits when he marries another beneficiary, and which
permit such a beneficiary to continue to get benefits when he marries
a person with a childhood disability, so that benefits will not be
terminated if the child was under a disability which began before he
attained age 22, instead of age 18 as under present law, or had been
under such a disability in the third month before the month in which
such marriage occurred. The paragraphs also make the new provi-
sions defining disability applicable to: (1) The dependency require-
ments in present law for husband's and widower's benefits; (2) the
provisions of existing law for terminating the benefits of a beneficiary
married to a male disability beneficiary when his benefits terminate
because he is no longer disabled; (3) the provisions of present law
that exempt a disabled adult child from having his benefits withheld
on account of work; and (4) the provisions of present law under which
a disabled adult child can upon marriage, become entitled to wife's,
widow's, husband's, or widower's benefits.
The new paragraph (3) also provides that the exemption in present

law from the dependency requirements for husband's and widower's
benefits shall apply to a person receiving child's benefits if the person
is under a disability that began before he attained age 22.

Subsections (c)(2) through (c)(13) of section 306 make conforming
changes to incorporate references to the new subsection (s).

Subsections (c)(14) and (c)(15) of section 306 provide that the
provisions of existing law which relate to withholding of benefits pay-
able to a person with a childhood disability while an investigation of
whether his disability still exists is being made or when he refuses
to accept vocational rehabilitation services will not apply with
respect to children over 18 who are attending school.

Subsection (d) of section 306 provides that the amendments made
by that section will be effective for January 1965 and months there-
after. Where a child was already on the rolls in the month in which
the bill is enacted no application will be required. Where a child was
not, entitled to a child's insurance benefit in the month of enactment,
the amendments made by section 306 will apply only on the basis of
applications filed in or after the month of enactment. In the case of
a disabled child who becomes entitled to benefits on the basis of the
requirements for childhood disability benefits as revised by section
306, the effective date will be the second nonth after the month of
enactment.

SECTION 307. REDUCED BENEFITS FOR WIDOWS AT
AGE 60

Widow's insurance benefits payable beginning at age 60
Section 307(a)(1) of the bill amends section 202(e) of the Social

Security Act to provide that a widow may become entitled at age 60
to benefits based on the earnings record of her deceased husband.
Section 307(a)(2) of the bill, by providing for the application to the
benefits of section 202(q), provides that the benefits payable to widows
who claim them before age 62 will be reduced to take account of the
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longer period over which they will be paid. Under existing law,
unreduced benefits equal to 82}/ percent of the deceased husband's
primary insurance amount are payable to a widow at or after age 62.
Reduction factors

Section 307(b)(1) of the bill amends section 202(q)(1-) of the Social
Security Act, governing the reduction of benefits payable-to bene-
ficiaries who elect to start getting them prior to attainment of age 65,
to provide that widow's insurance benefits to which a woman is en-
titled for a month before she is 62 are reduced by five-ninths of 1 per-
cent for each month in the reduction period (the months prior to
attainment of age 62 for which she is entitled to a widow's benefit)
and that benefits to which she is entitled for the month in which she
attains age 62 and months thereafter are reduced by the same per-
centage for each month in the adjusted reduction period (the months
prior to attainment of age 62 for which the widow has actually been
paid a benefit). This is the same factor as that which applies to an
old-age benefit which is payable prior to attainment of age 65. Under
the amendment, the benefits provided for a widow before age 62 may
be reduced for as many as 24 months. The reduction for a widow
claiming her benefit at exactly age 60 would be 13%3 percent; her bene-
fit would be reduced from the 82^ percent of her husband's primary
insurance amount which would be payable to her at age 62 to 712
percent of such primary insurance amount. For a widow who gets
reduced benefits, the amount of the reduction in benefits would be
adjusted at age 62 (as it is now adjusted at age 66 for old-age wife's,
or husband's benefits) to take account of any months in which no
benefit was paid.
Entitlement to benefits on own earnings record
Paragraphs (2) and (3), of section 307(b) of the bill amend section

202(q)(3) of the act (as renumbered by the bill) to provide that
where a widow is entitled to a disability insurance benefit based on
her own earnings when she becomes entitled to a reduced widow's
benefit, the reduction in the widow's benefit applies only to the ex-
cess of the widow's benefit over the benefit payable on her own earnings
record. Similar provision is made under existing law for a person
who is entitled simultaneously to a reduced old-age benefit and a
wife's or husband's benefit; for example, where a wife is entitled to
a benefit based on her own earnings for the month for which she first
becomes entitled to a wife's benefit the reduction factor applies only
to the amount by which the wife's benefit exceeds her own benefit.
Reduction in subsequent old-age insurance benefit
Section 307(b)(4) of the bill adds a new subparagraph (E) to

section 202(q)(3) of the act (as renumbered) to provide a method for
reducing the old-age insurance benefit of a widow who is entitled to
reduced widow's benefits. The old-age benefit (whether the woman
begins to get it before or after she reaches age 65) will be reduced
to take account of the widow's benefits paid to her'before age 62.
The amount of the reduction in the old-age benefit is whichever of
the following is larger: (1) the reduction which would have been
made i,, the old-age benefit if no widow's benefit lad been payable,
or (2) the dollar amount of the reduction in the widow's benefit plus
the amount resulting from applying to the amount by which the
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unreduced old-age benefit exceeds the unreduced widow's benefit
the reduction factor which would have been applied to the unreduced
old-age benefit if the woman had not been eligible for a reduced
widow's benefit.
The operation of this provision may be illustrated by the following

example: Assume that a womaA upon reaching age 60 elects to start
getting a widow's benefit and that the benefit is reduced from $50.40
(82,% percent of her husband's primary insurance amount) to $43.70-a
$6.70 reduction (24 months times five-ninths of 1 percent, or 13%
percent of $50.40). Assume further that at age 64 she becomes
entitled to an old-age benefit based on a primary insurance amount
of $76. If no widow's benefit had been payable, the old-age benefit
would have been $71-a $5 reduction (12 months times five-ninths of
1 percent, or 6% percent of $76). Under the new section 202(q) (3) (E),
the amount by which her unreduced old-age benefit exceeds her un-
reduced widow's benefit, or $25.60 (the $76 old-age benefit less the
$50.40 widow's benefit), will be reduced to $23.90-a $1.70 reduction
(623 percent of $25.60). Since the sum of the amount of the reduction
in her widow's benefit and the reduction in her excess old-age benefit-
$8.40 ($6.70 plus $1.70)-is larger than the amount by which her old-
age insurance benefit would have been reduced-$5--her old-age
benefit must be reduced by the larger amount-$8.40-that is, from
$76 to $67.60.
Reduction where widow has a child in her care

Section 307(b) (5) of the bill adds to section 202(q)(5) of the act (as
renumbered) a new subparagraph, (D), to provide that regardless of
the provisions for reducing the benefits of widows who claim them be-
fore age 62, in no case will a widow who had in her care a child entitled
to child's benefits get less in benefits for months in which she had the
child in her care than the amount of the mother's insurance benefit (75
percent of her husband's primary insurance amount). This could
happen, for example, where a widow started getting widow's benefits
at age 60 (713 percent of her husband's primary insurance amount)
and starting at age 61 a child entitled to benefits was placed in her care.
This provision permits her benefit amount for any month in which she
has a child in her care to be increased to 75 percent of her husband's
primary insurance amount.
Reduction period

Section 307(b)(6) of the bill amends section 202(q)(6) of the act
(as renumbered) to provide that, in the case of widow's insurance
benefits, the "reduction period" will begin with the first month for
which the woman is entitled to a reduced widow's benefit and will
end with the month before the month in which she attains age 62.
The number of months in the "reduction period" is the number that
is multiplied by five-ninths of 1 percent to determine the reduction
in the benefits.
Adjusted reduction period

Section 307(b)(7) of the bill amends section 202(q)(7) of the act
(as renumbered), which describes the months which will be eliminated
from the "reduction period" in determining the "adjusted reduction
period" for purposes of establishing the benefit amount payable for
months beginning with the month after the reduction period, to
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provide that, in determining a widow's adjusted reduction period at
age 62, months in which her reduced widow's benefit was increased
because she had in her care a child of her deceased husband entitled
to child's insurance benefits, months in which her benefit was withheld
because she had earnings from work, and months beginning with the
month in which the widow's benefit was terminated through the
month prior to the widow's attainment of age 62, will not be counted.
For example, if a widow elects to start getting benefits upon reaching
age 60 her benefit amount will be reduced by five-ninths of 1 percent
for each of the 24 months in the reduction period; if, starting at age
61, a child entitled to a benefit is placed in the widow's care and
remains in her care for 6 months, her benefit amount will be adjusted
at age 62 and, for future months, will be reduced by five-ninths of
1 percent for each of the 18 months in the adjusted reduction period.
Definitions

Section 307(b)(8) of the bill adds a new paragraph (9) to section
202(q) of the act. The new paragraph defines "retirement age", for
purposes of the actuarial reduction provisions, as age 65 for old-age,
wife's or husband's insurance benefits and age 62 for widow's insur-
ance benefits.
Effective date

Section 307(c) of the bill provides that reduced widow's insurance
benefits will be payable beginning with the second month after the
month of enactment of the bill on the basis of applications filed in
or after the month of enactment.

SECTION 308. WIFE'S AND WIDOW'S BENEFITS FOR
DIVORCED WOMEN

Section 308(a) of the bill Amends section 202(b) (relating to the
payment of wife's insurance benefits) of the Social Security Act to
provide for the payment of wife's insurance benefits to a divorced wife
who is not married and who met one of the following support require-
ments at the time her former husband became entitled to old-age or
disability insurance benefits, or at the time his period of disability
began: (1) she was receiving at least one-half of her support from
her former husband, (2) she was receiving substantial contributions
from him (pursuant to a written agreement), or (3) there was in
effect a court order for substantial contributions to her support from
him. The amended section 202(b) also provides that a wife's benefits
will not terminate if she has attained age 62 and is divorced after having
been married for 20 years (benefits for a wife under age 62 with a child
in her care would terminate if she was divorced, regardless of how long
she had been married, since benefits are not provided for a young di-
vorced wife with a child in her care until after the former husband's
death). The amended section 202(b) also adds to the present provi-
sions for terminating wife's benefits a provision for terminating a di-
vorced wife's benefit if she marries someone other than the worker on
whose earnings her benefit is based. However, if a divorced wife
married a person entitled to benefits as a widower, parent, or disabled
child, her benefits (and her new husband's benefits) would not be
terminated.

Section 308(b)(1) amends section 202(e) (relating to the payment of
widow's insurance benefits) of such act to provide for the payment of
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widow's insurance benefits to a widow or a surviving divorced wife
(subject to a support requirement in the case of the surviving divorced
wife) who is not married. Under this provision a woman who is not
married at or after age 60 will have whatever rights to widow's
insurance benefits she has ever had, regardless of intervening mar-
riages. To qualify for widow's insurance benefits a surviving divorced
wife would have to meet one of the following support requirements at
the time her former husband died, at the time he became entitled to
old-age or disability benefits, or at the beginning of a period of disa-
bility which ended with his death or entitlement to monthly benefits:
(1) She was receiving at least one-half of her support from her former
husband, (2) she was receiving substantial contributions from him
(pursuant to a written agreement), or (3) there was in effect a court
order for substantial contributions to her support from him. How-
ever, if the surviving divorced wife had been getting wife's insurance
benefits based on her former husband's earnings record in the month
before he died she would not have to meet the support requirement.

Section 308(b)(2) repeals the provision of present law under which
a widow can have her benefits reinstated if she marries a person who
dies within 1 year and is not insured. This provision is no longer
needed since under the bill widow's benefits are payable if the woman
is not married, regardless of whether she had been remarried.

Section 308(b)(3) of the bill makes conforming changes in the pro-
visions for paying widow's benefits to a surviving divorced wife so
that she will have the same treatment that a widow has under existing
law in the event that she marries another survivor beneficiary.

Section 308(c) amends section 216(d) of the Social Security Act to
define "divorced wife", "surviving divorced wife", "surviving divorced
mother", and "divorce". Paragraphs (1) and (2) of the new sub-
section (d) define "divorced wife" and "surviving divorced wife" as a
woman divorced from an individual to whom she was married for a
period of 20 years immediately before the divorce. The new para-
graph (3) of section 216(d) substitutes the term "surviving divorced
mother" for the term "former wife divorced" in the definition of the
latter term as contained in existing law. Paragraph (4) defines "di-
vorce" and "divorced" as meaning a divorce a vinculo matrimonii.
Existing law uses the full term wherever divorce is mentioned.

Section 308(d)(1) of the bill deletes a reference to "divorced a
vinculo matrimonii" which is no longer needed because of the definition
of divorce included in the law by section 308(c) of the bill.

Section 308(d)(2) amends the provisions of the Social Security
Act for continuing child's, widower's and parent's benefits if the
beneficiary marries a person getting dependents' or survivors' bene-
fits so that such benefits will not terminate if the beneficiary marries
a divorced wife getting wife's benefits. Section 308(d)(2) also has
the effect of providing that a woman getting benefits as a divorced
wife who marries an old-age or disability insurance beneficiary may
become eligible for wife's or widow's benefits on the basis of her new
husband's wages and self-employment income without regard to the
1-year duration-of-marriage requirement in present law. (Similar
treatment is provided for individuals entitled to widow's benefits
under existing law.)

Paragraphs (3), (4), and (5) of section 308(d) amend section 202(g)
(relating to mother's insurance benefits). Under the amendment made
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by paragraph (3), a woman could qualify for mother's insurance bene-
fits if she is not married (rather than if she has not remarried-see
discussion of the comparable provision applying to widow's insurance
benefits under sec. 308(b)(1) of the bill). Under the amendment
made by paragraph (4), the support requirement which must be met
if a surviving divorced mother is to qualify for mother's insurance
benefits is the same as the new support requirement provided for a
"divorced wife" and a "surviving divorced wife."
Paragraph (5) would replace the present term "former wife di-

vorced7 with the term "surviving divorced mother" in section 202(g)
of existing law (relating to mother's insurance benefits).

Paragraph (6) of section 308(d) amends section 203(a) (relating to
maximum family benefits) to provide that the monthly benefits paid
to a divorced wife or a surviving divorced wife will not be reduced
because of the limit on total family benefits and will not be counted
in figuring the total benefits payable to others on the basis of the
wages or self-employment income of the same individual.

Paragraphs (7), (8), (9), (10), (11), (12), and (13) of section 308(d)
make conforming changes in various sections of the Social Security
Act.

Section 308(e) of the bill provides an effective date for the section.
Wife's and widow's insurance benefits for a divorced wife and a sur-
viving divorced wife will be payable beginning with the second
month after the month of enactment of the bill, but, in the case of an
individual who was not entitled to benefits in the month after the
month of enactment, only on the basis of an application filed in or
after the month of enactment.

SECTION 309. TRANSITIONAL INSURED STATUS

Section 309 (a) of the bill adds a new section 227 at the end of title
II of the Social Security Act (after the new sec. 226 added by sec.
101 of the bill) to provide a special insured status for certain indi-
viduals now in their seventies or over who are not eligible for benefits
under the provisions of present law because they (or their husbands)
do not have 6 quarters of coverage.

Subsection (a) of the new section 227 provides that anyone who
attains age 72 before 1969 and does not meet the existing insured-
status requirements of section 214(a) will nevertheless be insured
if he has one quarter of coverage for each year elapsing after 1950
and before the year in which he attained retirement age (65 for men,
62 for women) and if he has not less than 3 quarters of coverage. These
provisions will merge gradually into the fully insured status pro-
visions of the present law, so that mn en who attained age 65 and women
who attained age 62 after 1956 will have to meet the requirements
of present law in order to qualify for benefits. The following table
sets forth the quarter-of-coverage requirements under this provision
and shows how these requirements merge with the minimum six
quarters of coverage required under present law:
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Men Women

Age (in 1966) Quarters of coverage required Age (in 196) Quarters of coverage required

76 or over.--------- 3.-----.------....---.----... 73 or over ------- 3.
765 ..----..---------- 4.....---------------------- 72-------------................ 4.
74 ..------........--.--------6------------...------- 71------------. 5.
73 or younger....... 6 or more (same as present law) 70 or younger-. 6 or more (same as present law),

The benefit payable to a person who meets only the transitional
requirement will be $35. The wife of such a person, if she attains
age 72 before 1969, will be eligible at age 72 for a wife's benefit of
$17.60.

Subsection (b) of the new section 227 provides benefits for a widow
who reaches age 72 before 1969 and whose husband died before 1957
or reached age 66 before 1957 and died before the transitional pro-
visions go into effect. Such a widow could qualify for widow's bene-
fits of $36 a month if the man had three, four or five quarters of
coverage, as shown in the following table (which also shows the re-
quirements of present law):

Quarters of cov- Quarters of coverage required under the bill for a
Year of husband's death (or erage required widow attaining age 72 In-

attainment of age 65, If earlier) under present
law

1966 or before 1967 1968

1954 or before .----------....--- 6.--..---------- 3.----.------ 4................ 5.
1955...------ ..- -----------... 6................ 4- -------........ 4................
1956..--------------------.. 6------------............. ------------...............--- ... ,
1957 or after ....... ............. 6 or more.. ---- 6 or more . .... 6 or more....... 6 or more.

Subsection (c) of the new section 227 provides that a widow whose
husband dies after the transitional provisions go into effect can become
entitled to widow's benefits of $35 a month if she reaches age 72 before
1969, if her husband reached age 65 before 1957, and if he was (or,
upon filing an application prior to his death, would have been)
entitled to benefits under the transitional provisions.

Section 309 (b) of the bill makes the transitional insured status
provisions effective for monthly benefits beginning with the second
month following the month of enactment of the bill on the basis of
applications filed in or after the month of such enactment.

SECTION 310. INCREASE IN AMOUNT AN INDIVIDUAL IS
PERMITTED TO EARN WITHOUT SUFFERING FULL
DEDUCTIONS FROM BENEFITS
Section 310(a)(1) of the bill amends paragraphs (1), (3), and (4)(B)

of section 203(f) of the Social Security Act. Paragraph (1), as
amended, would provide that a beneficiary will receive the full amount
of his benefits, regardless of the amount of his annual earnings, for
any month in which he does not earn wages of more than $150, instead
of for any month in which he does not earn wages of more than $100,
as under present law. Paragraph (3), as amended, would provide
that a beneficiary will receive full benefits for a taxable year if his
total earnings in the year do not exceed $150, rather than $100,
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multiplied by the number of months in the year. Paragraph (4)(B),
as amended, would provide that for purposes of the retirement test a
beneficiary will be presumed to have earned more than $150, rather
than $100, in a month until it is shown to the satisfaction of the
Secretary that the beneficiary did not earn more than that amount.

Section 310(a)(2) of the bill further amends paragraph (3) of section
203(f) of the act by changing the provision in present law under which
there is a $1 reduction in benefits for each $2 of the first $500 of
earnings above $1,200 to provide instead for a $1 reduction in benefits
for each $2 of the first $1,200 of earnings above $1,800. Benefits
will continue to be reduced by $1 for each $1 of earnings above $3,000,
as they are now for earnings above $1,700.

Section 310(a)(3) of the bill amends paragraph (1)(A) of section
203(h) of the act to require a beneficiary to report his earnings to the
Secretary whenever his annual earnings exceed $150, rather thah $100,
times the number of months in his taxable year.

Section 310(b) of the bill provides that the changes made by
subsection (a) of this section shall be effective for taxable years after
1965.

SECTION 311. COVERAGE FOR DOCTORS OF MEDICINE

Amendments to Title II of the Social Security Act

Removal of exclusionfor doctors of medicine
Under existing law, services performed by a self-employed person

in the exercise ofhis profession as a doctor of medicine, or as a member
of a partnership engaged in the practice of medicine, are excepted
from the term "trade or business" and thus from self-employment
coverage under section 211(c)(5) of the Social Security Act. Section
311(a)(1) of the bill amends section 211(c)(5) of the act by removing
the exception provided for services performed as a doctor of medi-
cine or as a member of a partnership engaged in the practice of
medicine. In general, the effect of this amendment is to extend
social security coverage to net earnings derived by an individual from
the practice of medicine on his own account or by a partnership of
which he is a member.

Section 311(a) (2) of the bill conforms the provisions of the last two
sentences of section 211(c) of the act to the amendment made by
section 311(a)(1) of the bill.
Removal of exclusionfor interns in Federal hospitals

Section 210(a)(6)(C)(iv) of the Social Security Act excludes from
the term "employment," and thus from social security coverage, serv-
ices performed by certain interns, student nurses, and other student
employees of hospitals of the Federal Governmenti Section 311 (a) (3)
of the bill amends section 210(a)(6)(C)(iv) of the act so as to remove
the exclusion insofar as it pertains to medical or dental interns and
medical or dental residents-in-training. The effect of this amendment
is to extend social security coverage to such individuals with respect
to services performed by them as interns or residents-in-training in
the employ of hospitals of the Federal Government.
Removal of exclusionfor student interns

Section 210(a)(13) of the Social Security Act excludes from the term
"employment," and thus from social security coverage, services
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performed as an intern in the employ of a hospital by an individual
who has completed a 4-year course in a medical school chartered or
approved pursuant to State law. Section 311 () (4) of the bill amends
section 210(a)(13) so as to remove this exclusion. The effect of this
amendment is to extend social security coverage to such interns unless
their services are excluded under provisions other than section 210(a)
(13). Thus, the services of an intern are covered if he is employedby a hospital which is not exempt from income tax as an organization
described in section 501(c)(3) of the code. If the intern is employed
by a hospital which is exempt from income tax and which has a waiver
certificate in effect under section 3121(k) of the code, he is not excluded
from coverage by section 210(a)(8)(B) of the Social Security Act if
coverage was effected under such certificate.

Amendments to the Internal Revenue Code of 1954
Removal of exclusion for doctors of medicine
Under existing law, services performed by a self-employed person

in the exercise ofhis profession as a doctor of medicine, or as a member
of a partnership engaged in the practice of medicine, are excepted
from the term "trade or business" under section 1402(c)(5) of the
Internal Revenue Code of 1954. Section 311(b)(1) of the bill amends
section 1402(c)(5) of the code by removing the exception provided
for services performed as a doctor of medicine or as a member of a
partnership engaged in the practice of medicine. In general, the
effect of this amendment is to subject the net earnings derived by an
individual from the practice of medicine on his own account or by a
partnership of which he is a member to the self-employment tax.

Section 311(b)(2) of the bill conforms the provisions of the last
two sentences of section 1402(c) of the code to the amendment made
by section 311 (b)(1).
Technical amendments
Section 311(b)(3) of the bill conforms the language of sections

1402(e)(1) and 1402(e)(2) of the code to the amendment made by
section 311 (b)(1).
Removal of exclusion for interns in Federal hospitals

Section 3121(b)(6)(C)(iv) of the Internal Revenue Code of 1964
excludes from the term "employment," and thus from coverage under
the Federal Insurance Contributions Act, services performed by
certain interns, student nurses, and other student employees of
hospitals of the Federal Government. Section 311(b)(4) of the bill
amends section 3121(b)(6)(C)(iv) of the code so as to remove the
exclusion insofar as it pertains to medical or dental interns and medical
or dental residents-in-training. The effect of this amendment is to
make the remuneration of such individuals for services performed by
them as such interns or residents-in-training in the employ of hospitals
of the Federal Government subject to the Federal Insurance
Contributions Act.
Removal of exclusion for student interns

Section 3121(b)(13) of the Internal Revenue Code of 1954 excludes
from the term "employment," and thus from coverage under the
Federal Insurance Contributions Act, services performed as an intern
in the employ of a hospital by an individual who has completed a 4-year
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course in a medical school chartered or approved pursuant to State law.
Section 311 (b) (5) of the bill amends section 3121(b)(13) so as to remove
this exclusion. The effect of this amendment is to extend coverage
under the Federal Insurance Contributions Act to such interns unless
their services are excluded under provisions other than section 3121
(b) (13). Thus, the services of an intern are covered if he is employed
by a hospital which is not exempt from income tax as an organization
described in section 501 (c)(3) of the code. If the intern is employed
by a hospital which is exempt from income tax and which has a waiver
certificate in effect under section 3121 (k) of the code, he is not excluded
from coverage by section 3121(b)(8)(B) of the code if coverage was
effected under such certificate.

Effective Date

Section 311(c) of the bill provides that the amendments made by
paragraphs (1) and (2) of section 311(a) and by paragraphs (1), (2),
and (3) of section 311(b), relating to the self-employment coverage of
doctors of medicine, are effective for taxable years ending on or after
December 31, 1965. The amendments made by paragraphs (3)
and (4) of section 311 (a) and by paragraphs (4) and (5) of section
311(b), relating to social security coverage of interns and residents-in-
training, are effective with respect to services performed after 1965.

SECTION 312. GROSS INCOME OF FARMERS

Increasing gross income taken into account for optional method of com-
puting net earnings from farm self-employment; amendments to
title II of the Social Security Act

Section 312(a) of the bill amends section 211(a) of the Social Security
Act to increase from $1,800 to $2,400 the maximum gross income from
agricultural activity that a self-employed farmer may use under the
optional method of computing his net earnings from self-employment
as a farmer. Under present law, an individual whose gross income
from agricultural self-employment (including his distributive share
of gross income from a farm partnership) is $1,800 or less may, at his
option, base his self-employment coverage on two-thirds of his gross
income from farming; if such individual's gross income is more than
$1,800 and his net earnings from self-employment as a farmer are less
than $1,200, he may report $1,200 as net earnings from self-employ-
ment; if his net earnings from self-employment as a farmer are $1,200
or more, he must report his actual net earnings from self-employment
as a farmer. Under the amendments made by section 312(a) of the
bill an individual whose gross income from agricultural self-employ-
ment (including his distributive share of gross income from a farm
partnership) is $2,400 or less may, at his option, base his self-employ-
ment coverage on two-thirds of his gross income from farming; if he
has gross income of more than $2,400 and net earnings from self-
employment of less than $1,600, he may report $1,600 as net earnings
from self-employment as a farmer; if his net earnings from self-em-
ployment as a farmer are $1,600 or more, he must report his actual
net earnings from self-employment as a farmer.
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Same: Amendments to the Internal Revenue Code of 1954
Section 312(b) of the bill amends section 1402(a) of the Internal

Revenue Code of 1954 to increase from $1,800 to $2,400 the maximum
gross income from agricultural activity that a self-employed farmer
may use under the optional method of computing his net earnings from
self-employment as a farmer. Under present law, an individual whose
gross income from agricultural self-employment (including his dis-
tributive share of gross income from a farm partnership) is $1,800 or
less may, at his option, treat as net earnings from such self-emplov-
ment two-thirds of his gross income from farming; if such individual's
gross income is more than $1,800 and his net earnings from self-
employment as a fanner are less than $1,200, he may treat $1,200 as
net earnings from self-employment; if his net earnings from self-
employment as a farmer are $1,200 or more, he must report his actual
net earnings from self-employment as a farmer. Under the amend-
ments made by section 312(b) an individual whose gross income from
agricultural self-employment including his distributive share of gross
income from a farm partnership) is $2,400 or less may, at his option,
treat as net earnings from such self-employment two-thirds of his
gross income from farming; if he has gross income from farming of
more than $2,400 and his net earnings from self-employment as a
farmer are less than $1,600, he may report $1,600 as net earnings
from self-employment as a farmer; if his net earnings from self-
employment as a farmer are $1,600 or more, he must report his actual
net earnings from such self-employment.

Effective Date
Section 312(c) of the bill provides that the amendments made by

sections 312(a) and 312(b) will apply with respect to taxable years
beginning after December 31, 1965.

SECTION 313. COVERAGE OF TIPS

Section 313 of the bill provides for treating cash tips received by
tn employee in the course of his employment as income from self-
employment for social security tax and benefit purposes. The pro-
visions of this section have no application to amounts which under
existing law constitute wages.

Amendment to Title II of the Social Security Act

Section 313(a) of the bill amends section 211(c) of the Social Secu.
rity Act (defining "trade or business" when used with reference to
self-employment income or net earnings from self-employment for
social security benefit purposes) by adding a new sentence at the end
of the section. The new sentence provides that paragraph (2) of the
section (which in general excludes from the term "trade or business"
the performance of service by an individual as an employee) shall not
have the effect of excluding from "net earnings from self-employment"
cash tips received by an employee, on his own behalf and not on behalf
of another employee, in the course of service which constitutes "em-
ployment" for social security benefit purposes, except that tips which
under present law constitute remuneration for employment will con-
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continue to do so. The effect of this provision is to cover tips as self-
employment income (except for those already covered as wages). With
respect to tips so covered, only business expenses attributable to such
tips are to be deducted from gross income in computing net income
from self-employment.

Amendment to the Internal Revenue Code of 1954
Section 313(b) of the bill amends section 1402(c) of the Internal

Revenue Code (defining "trade or business" wfen used with reference
to self-employment income or net earnings from self-employment for
social security tax purposes) by adding at the end of the section a new
sentence which is comparable to the new sentence added to the Social
Security Act by section 313(a).

Section 313(c) of the bill provides that the amendments made by
section 313 of the bill will be effective with respect to taxable years
beginning after 1965.

SECTION 314. INCLUSION OF ALASKA AMONG STATES
PERMITTED TO DIVIDE THEIR RETIREMENT SYSTEMS

Section 314 of the bill amends section 218(d)(6)(C) of the Social
Security Act by adding Alaska to the list of States which are permitted
to divide their retirement systems into two divisions for coverage
purposes, one division consisting of those members desiring coverage
under the act and the other consisting of those who do not, with all
new members being covered on a compulsory basis.

SECTION 315. ADDITIONAL PERIOD FOR ELECTING
COVERAGE UNDER DIVIDED RETIREMENT SYSTEM

Section 315 of the bill amends section 218(d)(6)(F) of the Social
Security Act to grant an additional opportunity to obtain coverage to
State and local employees (in a State permitted to use the divided
retirement system procedure) who had not previously chosen coverage
under the divided retirement system provisions. The present law
allows such employees a further opportunity to elect coverage only if
a modification providing for such election is mailed or otherwise
delivered to the Secretary before 1963, or, if later, 2 years after the
date on which coverage was approved for the group that originally
elected coverage. Any coverage elected after the original division
must begin on the same date as was provided when the group was
originally covered. Section 315 extends the time in which such persons
could elect to be covered until the end of 1966 (or, if later, the expira-
tion of 2 years after the date on which coverage was approved for the
group that originally elected coverage).
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SECTION-316. EMPLOYEES OF NONPROFIT
ORGANIZATIONS

Section 316 of the bill amends section 3121(k) of the Internal
Revenue Code of 1954 and section 105(b) of the Social Security
Amendments of 1960.
Period for which certificate shall apply

Section 316(a)(1) of the bill amends section 3121(k)(1)(B) of the
code, which relates to the period for which certificates filed by certain
religious, charitable, etc., organizations for the purpose of waiving
exemption from tax under chapter 21 of such code become effective.
Under present law, a certificate filed pursuant to section 3121(k) is
effective for the period beginning with whichever of the following is
designated by the organization:

(1) The first day of the calendar quarter in which the certificate
is filed,

(2) The first day of the calendar quarter succeeding such
quarter, or
"(3) The first day of any calendar quarter preceding the calendar
quarter in which the certificate is filed, but such period may not
begin earlier than the first day of the fourth calendar quarter
preceding the'quarter in which such certificate is filed.

This amendment removes the limition that the period may not
begin earlier than the first day of the fourth calendar quarter preceding
the quarter in which such certificate is filed (see par. (3) above) and
provides, in lieu thereof, that the period may not begin earlier than
the 1st day of the 20th calendar quarter preceding the quarter in
which the certificate is filed.

Section 316(a)(2) provides that the amendment made by section
316(a)(1) will apply in the case of any certificate filed under section
8121(k)(1)(A) of the code after the date of enactment of the bill.
Amendment of certificate filed before 1966

Section 316(b) of the bill amends section 3121(k)(1) of the Internal
Revenue Code of 1954 by adding a new subparagraph (H). Such
subparagraph (H) provides that an organization which files a certif-
icate pursuant to section 3121(k)(1) of the code before 1966 may
amend such certificate during 1965 or 1966 to make the certificate
effective with the first day of any calendar quarter preceding the
quarter for which such certificate originally became effective, except
that such date may not be earlier than the 20th calendar quarter
preceding the quarter in which such certificate is so amended. Pur-
suant to the new subparagraph (H), an organization which has filed,
prior to 1966, a waiver certificate (without regard to whether the
certificate is filed before or after the enactment of the bill) may amend
such certificate so as to make it effective with the first day of any
calendar quarter preceding the first quarter for which the certificate
is effective without amendment. However, such a certificate may
not be made effective, through an amendment, for any calendar
quarter which begins earlier than the 20th calendar quarter preceding
the calendar quarter in which such organization files an amendment
to its certificate. An amendment to a waiver certificate filed under
subparagraph (H) by a nonprofit organization would be effective with
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respect to the service of those employees who concurred in the filing
of the original certificate and who concur in the filing of the amendment
to such certificate. For purposes of computing interest and for
purposes of section 6651 of the Internal Revenue Code of 1954 (relating
to addition to tax for failure to file a tax return), the due date for the
return and the payment of the tax for any calendar quarter resulting
from the filing of such an amendment shall be the last day of the
month following the calendar quarter in which the amendment is filed.
The period for assessing taxes'which become payable under the new
subparagraph (H) would not expire before the expiration of 3 years
from such due date.
Validation of certain remuneration errone:usly reported as wages by

nonprofit organizations
Section 316(c)(1) of the bill amends section 105(b) of the Social

Security Amendments of 1960, which provided that an employee of
a nonprofit organization could, under certain circumstances, receive
social security credit for remuneration erroneously reported on his
behalf by the organization in any taxable period from January 1,
1951, through June 30, 1960. Section 105(b) of the Social Security
Amendments of 1960, as amended by the bill, will (where the condi-
tions prescribed by the amendment are met) permit the validation
of erroneously reported wages of workers who cannot be covered
through the filing of a waiver certificate by the organization because
they are no longer in the employ of the organization when it files its
certificate. Under section 105(b), as amended by the bill, remunera-
tion paid to an individual for service before the calendar quarter in
which the organization files its waiver certificate under section
3121(k)(1) of the Internal Revenue Code of 1954 may be deemed to
constitute remuneration for employment for purposes of title II of
the Social Security Act, to the extent that an amount has been paid
as social security taxes with respect to such remuneration on or before
the due date of the tax return for the calendar quarter before the
calendar quarter in which the organization files its waiver certificate.
This rule applies, however, only if the service would have constituted
employment as defined in section 210 of the Social Security Act if the
requirements of section 3121(k)(1) of the code were satisfied, and
only if the following conditions are met:

(1) the person who performed the service (or a fiduciary acting
for him or his estate, or a survivor of such individual who is or
may become entitled to monthly benefits under title II of the
Social Security Act on his earnings record) makes a request (in
such form and manner, and with such official, as the Secretary of
Health, Education, and Welfare may by regulations prescribe)
that such remuneration be deemed to constitute remuneration
for employment for purposes of title II of the Social Security Act;

(2) a certificate under section 3121(k)(1) of the Internal
Revenue Code of 1954 is filed by the organization not later than
the date on which the request for validation is made;

(3) the individual requesting the validation is no longer
employed by the organization on the date the organization files
its waiver certificate; and

(4) if any part of the amount paid as social security taxes as
previously described with respect to such remuneration paid to
an individual is credited or refunded, the amount credited or
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refunded, plus any interest allowed, must be repaid before
January 1.1968.or, if later, the first day of the third year after
the year in which the organization files its waiver certificate.

In addition, the so-called validation of wages is to be permitted only
for remuneration received for service which is performed during the
period for which an organization's waiver is effective. Thus, former
employees of an organization which has made erroneous reports
receive no greater retroactive social security coverage than employees
who are employed by the organization on the date the organization
files its waiver certificate and are covered only for the retroactive
period for whicn the certificate is made effective.
Effecive dates of validading proviins

Section 316(c)(2) of the bill provides that the provisions of section
105(b) of the Social Security Amendments of 1960, as amended by
the bill, will become effective upon enactment of the bill. The
provisions of the existing section 105(b) of the Social Security Amend-
ments of 1960 will continue to apply to requests for validation filed
before enactment of the bill. The filing of a request by an individual
for validation under the existing provisions of section 105(b) of the
Social Seourity Amendments of 1960 does not bar him from filing
another request for validation under section 105(b) as amended by
the bill.

Section 316(d) of the bill permits the validation of. erroneously
reported wages paid to employees of a nonprofit organization which
has filed a waiver certificate but which nevertheless failed to provide
effective social security coverage for some of its employees. Under
section 316(d), remuneration paid to an individual for service which
is excluded from employment under title II of the Social Security
Act, and which is performed during the period in which the organiza-
tion had in effect a waiver certificate under section 3121(k)(1) of the
Internal Revenue Code of 1954, may be deemed to constitute re-
muneration for employment for purposes of title II of the Social
Security Act if any amount has been paid as social security taxes
with respect to such remuneration on orbefore the date of enactment
of this act, if the service would have constituted employment as
defined in section 210 of the Social Security Act if the requirements
of section 3121(k)(1) of the code had been satisfied, and if the indi-
vidual was listed at any time during the period the organization
had a waiver certificate in effect under section 3121(k)(1) of the
Internal Revenue Code as a concurring employee or he filed a val-
idation request under section 105(b) of the Social Security Amend-
ments of 1960 as in effect prior to the enactment of this act (but such
listing or validation request was not effective with respect to the
service being validated by this subsection).
SECTION 317. COVERAGE OF TEMPORARY EMPLOYEES

OF THE DISTRICT OF COLUMBIA
Sections 317(a) and 317(b) of the bill amend the Social Security

Act (sec. 210(a)(7)) and the Internal Revenue Code of 1954 (sec.
3121 (b) (7)) to include in the definition of employment services
performed by certain temporary employees of the District of Columbia.
Under the amendments, service performed in the employ of the
District of Columbia, or any wholly owned instrumentality thereof, is
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included as employment if such service is not covered by a retirement
system established by a law of the United States, except that the
extension of coverage is not to apply to service performed: (1) In a
hospital or penal institution by a patient or inmate thereof, (2) in a
hospital of the District of Columbia by student nurses and certain
other student employees (other than as a medical or dental intern or
as a medical or dental resident-in-training) included under section 2
of the act of August 4, 1947 (5 U.S.C. 1052), (3) on a temporary basis
in certain emergencies, or (4) as a member of a board, committee, or
council of the District of Columbia paid on a per diem, meeting, or
other fee basis.

Section 317(c) of the bill amends section 3125 of the Internal Rev-
enue Code of 1954 (relating to returns in the case of governmental
employees in Guam and American Samoa) by changing the heading
thereof and adding a new subsection (c). The new subsection (c)
provides that the return and payment of the employee and employer
taxes imposed under chapter 21 of the code (Federal Insurance Con-
tributions Act) with respect to services performed as employees of
the District of Columbia, or of any wholly owned instrumentality of
the District of Columbia, may be made by the Commissioners of the
District of Columbia or by such agents as they may designate. A
person making such return may, for convenience of administration,
make payments of the employer tax imposed under section 3111
without regard to the dollar limitations in section 3121 (a) (1) (although
this subsection would not authorize such person to disregard these
dollar limitations as to remuneration includible in returns made by
him). The purpose is to relieve a person making a return on behalf
of any department or agency of the District of Columbia or any in-
strumentality wholly owned thereby, of any necessity for ascertaining
whether any wages have been reported for a particular employee by
any other reporting unit of such government or instrumentality.

Section 317(d) of the bill amends section 6205(a) of the Internal
Revenue Code of 1954 by adding a new paragraph (4). The new
paragraph (4) provides that the Commissioners of the District of
Columbia and each agent designated by them, pursuant to section
3125 of the code to make returns of the employee and employer
taxes imposed under the Federal Insurance Contributions Act, will be
deemed to be a separate employer for purposes of section 6205(a) of
the code, relating to adjustments of underpayments 6f such taxes.
Thus, adjustments of underpayments will be made by the reporting
unit by which the underpayment was made.

Section 317(e) of the bill amends section 6413(a) of the Internal
Revenue Code of 1954 by adding a new paragraph (4). The new

paragraph (4) provides that the Commissioners of the District of
Columbia and each agent designated by them, pursuant to section
3125 of the code, to make returns of the employee and employer
taxes imposed under the Federal Insurance Contributions Act, will
be deemed to be a separate employer for purposes of section 6413(a)
of the code, relating to adjustments of overpayments of such taxes.
Thus, adjustments of overpayments will be made by the reporting
unit by which the overpayment was made.

Section 317(f) of the bill amends paragraph (2) of section 6413(c)
of the Internal Revenue Code of 1954 by redesignating the heading of
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such paragraph (2) and by adding to such paragraph (2) a new sub-
paragraph (F). The new subparagraph provides that for purposes
of the special credit or refund provisions contained in section 6413(c) (1)
of the code, the Commissioners of the District of Columbia and each
agent designated by them to make returns of the employee and em-
ployer taxes imposed under the Federal Insurance Contributions
Act will be deemed to be a separate employer. The effect of this
amendment is to permit a claim for special credit or refund, rather
than a general claim for refund under section 6402(a), in any case
where an employee receives more than the maximum creditable
wages in a calendar year by reason of having performed services for
two or more reporting units of the District of Columbia or any in-
strumentality wholly owned thereby.

Section 317(g) of the bill provides that the amendments made by
section 317 will apply with respect to service performed after the
calendar quarter in which such section is enacted and after the calen-
dar quarter in which the Secretary of the Treasury receives a certi-
fication from the Commissioners of the District of Columbia expressing
their desire to have the insurance system established by title II (and
pt. A of title XVIII) of the Social Security Act extended to the officers
and employees coming under the provisions of such amendments.

SECTION 318. COVERAGE FOR CERTAIN ADDITIONAL
HOSPITAL EMPLOYEES IN CALIFORNIA

Section 318 of the bill amends section 102(k) of the Social Security
Amendments of 1960 by adding a, new paragraph (2) permitting the
coverage agreement with the State .of California to be modified to
apply to certain additional services performed for any hospital affected
by any modification (in the California State coverage agreement)
executed pursuant to section 102(k). The services which could thus
be covered are those performed by individuals who were or are em-
ployed by such State (or any political subdivision thereof) after De-
cember 31, 1959, in any position described in section 102(k). The
State will have until the end of the sixth month after the month of
enactment in which to so modify its agreement. Such modification
will be effective with respect to services performed on or after Jan-
uary 1, 1962; it will also be effective with respect to services performed
before January 1, 1962, where contributions in the proper amount
have been paid before the date of enactment of the bill.

SECTION 319. TAX EXEMPTION FOR RELIGIOUS GROUPS
OPPOSED TO INSURANCE

Amendment to the Internal Revenue Code of 1954
Section 319(a). of the bill amends section 1402(c) of the code by

adding a new paragraph (6) which excepts from the term "trade or
business" the performance of service by individuals who are members
of certain religious faiths during the period for which an exemption
under the new subsection (h) (as added by sec. 319(c)) of section 1402
is effective with respect to them. The effect of the amendment is to
exempt from the self-employment tax an individual who is granted an
exemption under section 1402(h) of the code.
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Amendment to tile II of t Social Security Ad
Section 319(b) of the bill amends section 211 (c) of the Social Security

Act by adding a new paragraph (6) which excepts from the term "trade
or business" the performance of service by individuals who are mem-
bers of certain religious faiths during the period for which an exemp-
tion under new subsection (h) (as added by sec. 319(c)) of section 1402
of the Internal Revenue Code of 1954 is effective with respect to them.
The effect of the amendment is to remove from social security coverage
a self-employed individual who is granted an exemption, from tax
under section 1402(h) of the code.
Application for exemption from self-employment tax; amendment to

the Internol Revenue Code
Section 319(c) of the bill amt.. au section 1402 of the code by adding

a new subsection (h).
Paragraph (1) of section 1402(h) provides that any individual may

file an application (in such form and manner and with such official
as may be prescribed by regulations under sec. 1402(h)) for an ex-
emption from the tax imposed on self-employment income if he is a
member of a recognized religious sect or division thereof and is an
adherent of establihed tenets or teachings of such sect or division
by reason of which he is conscientiously opposed to the acceptance
of the benefits of any private or public insurance making payments
in the event of death, disability, old-age, or retirement or making
payments toward the cost of, or providing services for, medical care.
An individual who applies for exemption must, therefore, among
other things, be opposed to all types of benefits or payments under
titles II and XVIII of the Social Security Act.

In order that an individual may be granted an exemption from the
tax imposed on self-employment income, Eubparagraph (A) of section
1402 (h)(1) provides that the individual's application for exemption
must contain, or be accompanied by, such evidence of such individual's-
membership in, and adherence to the tenets or teachings of, the
religious sect or division thereof as the Secretary of the Treasury or
his delegate may require for purposes of determining such individual's
compliance with the requirements of the first sentence of paragraph
(1) of section 1402(h), and subparagraph (B) of such section providesthat such application must be accompanied by the individual's
waiver of all benefits and other payments under titles II and XVIII
of the Social Security Act on the basis of his wages and self-employ-
ment income as well as all such benefits and other payments to him
on the basis of the wages and self-employment income of any other
person.

In addition to the requirements of subparagraphs (A) and (B)
relating to the individual who files application for exemption from
the tax on self-employment income, subparagraphs (C), (D), and
(E) of section 1402(h)() provide that an exemption may be granted
only if the Secretary of Health, Education, and Welfare makes the
following findings with respect to the religious sect or division thereof
of which such individual is a member:

1. That the sect or division thereof has the established tenets or
teachings by reason of which the individual applicant is con-
scientiously opposed to the benefits of certain types of insurance;

2. That it is the practice, and has been for a period of time
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which the Secretary deems to be substantial, for members of such
sect or division thereof to make provision for their dependent
members which, in the judgment of the Secretary, is reasonable
in view of the general level of living of the members of the sect or
division thereof;

3. That the sect or division thereof has been in existence con-
tinuously since December 31, 1950.

Section 1402(h)(1) of the code further provides that an exemption
from the tax on self-employment income may not be granted to an
individual if any benefit or other payment referred to in subparagraph
(B) of such section became payable at or before the time of the filing
of such waiver. This provision applies if any such benefit or other
payment would have become payable at such time but for a reduction
of or deduction from such benefit or payment in accordance with the
provisions of section 203 (relating to reduction of insurance benefits)
or 222(b) (relating to deduction on account of refusal to accept
rehabilitation services) of the Social Security Act.

Paragraph (2) of section 1402(h) of the code provides rules relating
to the time for filing the application for exemption described in section
1402(h)(1). Subparagraph (A) of section 1402(h)(2) provides that
an individual who has self-employment income (determined without
regard to the exception contained in sec. 1402(c)(6)) for any taxable
year beginning after December 31, 1950 (see sec. 319(e) of the bill,
relating to effective date), and ending before December 31, 1965,
must file his application for exemption on or before April 15, 1966.
Subparagraph (B)of section 1402(h)(2) provides that in any other
case an individual must file his application for exemption on or before
the due date of the return (including any extension thereof) for the
first taxable year ending on or after December 31, 1965, in which
he has self-employment income (determined without regard to sec.
1402(c)(6)). If an individual fails to file an application for exemption
from the self-employment tax within the time prescribed by section
1402(h)(2) (A) or (B), whichever is applicable in his case, he will
not be entitled to the exemption.

Paragraph (3) of section 1402(h) provides that an exemption granted
to an individual pursuant to section 1402(h) will apply with respect
to all taxable years beginning after December 31, 1950. However,.
subparagraph (A) of section 1402(h)(3) provides that such exemption
will not apply for any taxable year which begins before the taxable
year in which the individual who files an application for exemption
first became a member of a recognized religious sect or division thereof
and was an adherent of established tenets or teachings of such sect or
division by reason of which he was conscientiously opposed to the
acceptance of the benefits of certain types of insurance. Subpara-
graph (A) further provides that such exemption will not apply for
any taxable year which begins before the date as of which the Secre-
tary of Health, Education, and Welfare finds that the sect or division
thereof of which such individual is a member had the established
tenets or teachings referred to in section 1402(h)(1), and that it was
the practice of such sect or division to make reasonable provision for
its dependent members. Subparagraph (B) of section 1402(h)(3) pro-
vides that an exemption granted pursuant to section 1402(h) will
cease to be effective for any taxable year ending after the time the
individual who files an application for exemption ceases to meet the
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requirements of the first sentence of section 1402(h)(1), or after the
time as of which the Secretary of Health, Education, and Welfare finds
that the sect or division thereof of which such individual is a member
ceases to have the required tenets or teachings or ceases to make
reasonable provision for its dependent members.

Paragraph (4) of section 1402(h) provides that in any case where an
individual who has self-employment income dies before the expiration
of the time prescribed in section 1402(h)(2) for filing an application
for exemption pursuant to section 1402(h), such an application may
be filed with respect to such deceased individual within the time
prescribed in section 1402(h)(2) with respect to him by a fiduciary
acting for such individual's estate or by such individual's survivor
(within the meaning of sec. 205(c)(1)(C) of the Social Security Act).
Waiver of benefits; amendment to title 11 of the Social Security Act
Section 319(d) of the bill adds a new subsection (v) to section 202

of the Social Security Act. If an individual is granted a tax exemp-
tion under section 1402(h) of the Internal Revenue Code of 1954, no
benefits or other payments are to be payable to him under title II
of the Social Security Act, no payments are to be made on his behalf
under part A of title XVIII (hospital insurance benefits for the aged),
and no benefits or other payments are to be payable to him on the
basis of the wages and self-employment income of any other person,
after the filing of his waiver of benefits pursuant to section 1402(h)
of the code. If the tax exemption ceases to be applicable, the waiver
is to cease to be applicable to the extent benefits or other payments are
based (1) on his self-employment income for and after the first taxable
year for which the waiver ceases to be effective, and (2) on his wages
for and after the calendar year which begins with or in such taxable
year.
Effective date

Section 319(e) of the bill provides that the amendments made by
section 319 will apply with respect to taxable years beginning after
December 31, 1950. Section 319(e) of the bill also provides, for
purposes of such effective date, that chapter 2 of the Internal Revenue
Code of 1954 secss. 1401 through 1403 shall be treated as applying
to all taxable years beginning after December 31, 1950. Thus, an
application for exemption from tax under section 1402(h) of the
Internal Revenue Code of 1954 will be treated as an application for
exemption from the tax on self-employment income imposed by the
Internal Revenue Code of 1939.
Refund or credit of taxes

Section 319(f) of the bill provides that if refund or credit of any
overpayment resulting from the enactment of such section 319 is
prevented, by the operation of any law or rule of law, on the date of
enactment of the bill or at any time on or before April 15, 1966, refund
or credit of such overpayment may, nevertheless, be made or allowed
if claim therefor is filed on or before April 15, 1966. Section 319(f)
further provides that no interest is to be allowed or paid on any
overpayment resulting from the enactment of section 319.
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SECTION 320. INCREASE IN EARNINGS COUNTED FOR
BENEFIT AND TAX PURPOSES

Section 320 of the bill raises the maximum amount of annual
earnings subject to social security tax and counted toward benefits
(the contribution and benefit base) from $4,800 to $6,600 beginning
with 1966.

Amendments to Title II of the Social Security Act

Definition of wages
Section 320(a)(1) of the bill amends section 209(a) of the Social

Security Act (defining wages) to make the $6,600 contribution and
benefit base applicable to wages paid after 1965.
Definition of self-employment income

Section 320(a)(2) amends section 211(b)(1) of the act (defining
self-employment income) to make the $6,600 contribution and benefit
base applicable for taxable years ending after 1965.
Quarter of coverage

Section 320(a)(3) amends clauses (ii) and (iii) of section 213(a)(2)
of the act (defining quarter of coverage) to provide that an individual
will be credited with a quarter of coverage for each quarter of a
calendar year after 1965 if his wages for such year equal $6,600
(rather than $4,800 as in present law). An individual will also be
credited with a quarter of coverage for each quarter of a taxable year
ending after 1965 in which the sum of his wages and self-employment
income equals $6,600 (rather than $4,800).
Aver mo agemonthly

Section 320(a)(4) amends section 215(e)(1) of the act (relating to
the amount of annual earnings that can be counted in computing an
individual's average monthly wage) so as to increase from $4,800 to
$6,600, effective for calendar years after 1965, the maximum amount
of annual earnings that may be counted in the computation of an
individual's average monthly wage for purposes of determining benefit
amounts.

Amendments to the Internal Revenue Code of 1956
Definition of self-employment income

Section 320(b)(1) of the bill amends section 1402(b)(1) of the
Internal Revenue Code of 1954 (defining self-employment income) by
increasing the maximum annual limitation on self-employment income
subject to the self-employment tax from $4,800 to $6,600 for taxable
years ending after 1965.
Definition of wages

Section 320(b)(2) amends section 3121(a)(1) of the code (defining
wages) by increasing the maximum annual limitation on wages
subject to social security tax from $4,800 to $6,600 for calendar years
after 1965.
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Federal service
Section 320(b)(3) amends section 3122 of the code (relating to

Federal service) so as to conform its provisions to the changes made
in increasing the contribution and benefit base from $4,800 to $6,600
for calendar years after 1965.
Returns 'in the case of governmental employees in Guam and American

Samoa
Section 320(b)(4) amends section 3125 of the code (relating to

governmental employees in Guam and American Samoa) so as to
conform its provisions to the $6,600 contribution and benefit base for
calendar years after 1965. (This increase in the base will also apply
to the temporary employees of the District of Columbia who are
included in section 3125 by section 317(c) of the bill.)
Special refunds of employee tax

Sections 320(b)(5) and 320(b)(6) amend section 6413(c) of the
code (relating to special refunds of social security tax paid by an
employee on aggregate wages in excess of $4,800 received by him from
more than one employer during a calendar year) so as to conform the
special refund provisions to the $6,600 contribution and benefit base
for calendar years after 1965.

Effective Date
Section 320(c) provides effective dates for the changes made by the

section. The amendments made by section 320 (a)(1) and (a)(3)(A)
and by section 320(b) (except par. (1)) are applicable only with
respect to remuneration paid after December 1965; the amendments
made by section 320 (a)(2), (a)(3)(B), and (b)(1) are applicable only
with respect to taxable years ending after 1965; and the amendments
made by section 320(a)(4) are applicable only with respect to calendar
years after 1965.

SECTION 321. CHANGES IN TAX SCHEDULES
Section 321 of the bill provides new schedules of social security tax

rates with the rates provided for hospital insurance being set forth in
schedules which are separate from those provided for old-age, sur-
vivors, and disability insurance.
Self-employment tax

Section 321(a) of the bill amends section 1401 of the Internal
Revenue Code of 1954 to provide new schedules of social security tax
rates on self-employment income.

Subsection (a) of the amended section 1401 provides a schedule of
tax rates on self-employment income for old-age, survivors, and dis-
ability insurance. Under present law the rates of self-employment tax
for old-age, survivors, and disability insurance are as follows:

Tax rate
Taxable years beginning after- (perct)

1962 (and before 1966) ----------------------------------- 5.4
1965 (and before 1968)-------------------------------------- .6.2
1967--------------- -------------- ----------- --------- 6.9
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Under the bill, the rates of self-employment tax for old-age, survivors,
and disability insurance will be as follows:

Tax rate
Taxable years beginning after- percent)

1965 (and before 1969) ------------------------.----------- 5.8
1968 (and before 1973) ------------------- ------6.7
1972 ,- - --- ,--.--------------_---------------- 7.0

Subsection (b) of the amended section 1401 provides a schedule of
tax rates on self-employment income for hospital insurance. The
rates of self-employment tax provided for hospital insurance are as
follows:

Tax rate
Taxable years beginning after- percent)

1966 (and before 1967)--------------------.----......-..0.325
1966 (and before 1971 -------------------------------- .501966 (and before 197 -------------------»-------------------_- . 50
1970 (and before 1973)--.---------------------------------55
1972 (and before 1976)---- ---------- .60
1975 (and before 1980).----------------------------------- 65
1979 (and before 1987) ---------------------------------- 75
1986----------- --------------.-------------------- 85

The new section 1401(b) provides that, for purposes of the tax
imposed for hospital insurance, the exclusion of employee repre-
sentatives by section 1402(c)(3) of the code will not apply. Thus,
the performance of service by an individual as an employee repre-
sentative, as defined in section 3231(c) of the code (the Railroad
Retirement Tax Act), is included in the term "trade or business" as
defined in section 1402(c) for purposes of the tax imposed by the new
section 1401(b)--but it should be noted that this change would not be
made if section 111(d) (4) of the bill becomes effective.
Taxes on employees and employers

Section 321 (b) and 321(c) of the bill amend section 3101 and section
3111, respectively, of the Internal Revenue Code of 1954 to provide
new schedules of social security tax rates on wages for both employees
and employers.

Subsection (a) of the amended section 3101 and subsection (a) of
the amended section 3111 provide schedules of tax rates on wages
for old-age, survivors, and disability insurance. Under present law
the tax rates for employees and employers are as follows:

Tax rate
employer and

Calendar years- (peren.
1963-65, inclusive- -----------------------------------------3%
1966-67, inclusive----------, --------------------,------ 4i
1968 and after ----------,- _ --_-_ ------ 4%

Under the bill, the rates for employees and employers for old-age,
survivors, and disability insurance will be as follows:

Tax rate
employer and
employee, each

Calendar years- (prto t)
1966-68, inclusive--...---,---------.----.------.-------- ..--- 3. 85
1969-72, inclusive--------------_---------------------- 445
1973 and after------------_ ------------------------- 4. 9

Subsection (b) of the amended section 3101 and subsection (b) of
the amended section 3111 provide schedules of tax rates on wages;
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for hospital insurance. The employee and employer tax rates for
hospital insurance are as follows:

Tax rate
employer and
employee, each

Calendar yeare- (prcen)1966ff..---------------------------- ---------------- 0.325
1967-70, inclusive----------------------------------- .50
1971-72, inclusive---------------------------------------.55
1973-75, inclusive-------------------------------------- .60
1976-79, inclusive--------------- ------------------------- .65
1980-86, inclusive.-------------------------------------------.7,
1987 and after---------------------------------------- 85

For purposes of the employee tax and the employer tax imposed by
the new sections 3101(b) and 3111(b), respectively, the exception
from employment contained in paragraph (9) of section 3121(b) of
the code is made inapplicable. Thus service performed by an em-
ployee as defined in section 3231(b) of the code (the Railroad Retire-
ment Tax Act) constitutes employment, unless excluded under some
paragraph (other than paragraph (9)) of section 3121(b), for purposes
of determining wages subject to the employee and employer taxes
imposed by the new sections 3101(b) and 3111(b)-but it should be
noted that this change would not be made if paragraphs (5) and (6)
of section 111(d) of the bill become effective.
Effective dates

Section 321(d) of the bill provides that the amendments made by
section 321(a) will apply only with respect to taxable years which
begin after December 31, 1965, and that the amendments made by
sections 321(b) and 321(c) will apply with respect to remuneration
paid after December 31, 1965.

SECTION 322. REIMBURSEMENT OF TRUST FUNDS FOR
COST OF NONCONTRIBUTORY MILITARY SERVICE
CREDITS
Section 322 of the bill amends section 217(g) of the Social Security

Act to revise the provisions for the reimbursement of the trust funds
for the cost of benefits based on military service in the period from
September 16, 1940, through December 1956.

Paragraph (1) of the revised section 217(g) provides that in Sep-
tember 1965 and in every fifth September thereafter up to and in-
cluding September 2010, the Secretary of Health, Education, and
Welfare w1 determine the amount which if paid in equal annual
installments would be needed to place the old-age and survivors
insurance, disability insurance, and hospital insurance trust funds
in the same position at the end of June 2015 as they would be if
benefits based on military service in the period from September 16,
1940, through December 1956 had not been provided.
Paragraph (2) of the revised section 217(g) authorizes annual ap-

propriations to each of the trust funds in the amounts determined
under paragraph (1) for each fiscal year in the 50 fiscal years, 1966-
2015, as reimbursement for the cost of paying benefits based on mili-
tary service in the period from September 16, 1940, through December
1956.
Paragraph (3) of the revised section 217(g) authorizes a final

appropriation to each of the trust funds for the fiscal year ending
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June 30, 2016, to place the trust funds in the same position'in which
they would have been on June 30, 2015, if benefits based on militaryservice in the period from September 16, 1940, through December
1956 had not been provided.
Paragraph (4) of the revised section 217(g) provides for annual

appropriations to the old-age and survivors insurance, disability
insurance, and hospital insurance trust funds to meet the costs of
paying benefits after June 30, 2015, based on military service in the
period from September 16, 1940, through December 1956.

SECTION 323. ADOPTION OF CHILD BY RETIRED WORKER
Section 323(a) of the bill amends section 202(d) of the Social

Security Act (relating to child's insurance benefits) by striking out
the last sentence in paragraph (1) (relating to adoptions by disabled
workers) and by adding two new paragraphs (9) and (10). The new
paragraph (9) of section 202(d) in effect retains the existing provisions
relating to adoptions by disabled workers and makes such provisionsapplicable in the case where the worker is entitled to old-age insurance
benefits and was entitled to disability insurance benefits for the
month preceding the first month for which he was entitled to old-ageinsurance benefits. The effect of the new paragraph (10) of section
202(d) is to restrict the payment of child's insurance benefits when a
child is adopted by a worker after the worker became entitled to old-
age insurance benefits (without first becoming entitled to disabilityinsurance benefits) by adding the following new requirements: (1)
the child must have been living with the worker at the time the worker
became entitled to old-age insurance benefits or adoption proceedings
had begun at or before that time; (2) the child must have been re-
ceiving at least one-half of his support from the worker for the entire
year before the worker became entitled to old-age insurance benefits
or before a period of disability began which continued until he became
entitled to old-age insurance benefits; and (3) the adoption must have
been completed within 2 years after the worker became entitled to
old-age insurance benefits.

Section 323(b) of the bill provides that the new requirements (added
by section 323(a)) will be effective with respect to applications for
child's insurance benefits on or after the date of enactment of the bill.
The requirement that adoption be completed within 2 years after the
worker became entitled to benefits is not to apply in any case where
a child is adopted within 1 year after the month in which the bill is
enacted.

SECTION 324. EXTENSION OF PERIOD FOR FILING PROOF
OF SUPPORT AND APPLICATIONS FOR LUMP-SUM
DEATH PAYMENT
Section 324(a) of the bill amends section 202(p) of the Social

Security Act. The amended section 202(p) provides that in any
case where the proof of support required in connection with an appli-cation for husband's insurance benefits, widower's insurance benefits,
or parent's insurance benefits, or the application for a lump-sum death
payment, is not filed within the 2-year period prescribed in the appli-
cable sections of the law and where there was good cause for failure
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to file such proof or application, the application or proof may be filed
at any time after the expiration of the 2-year period and will be
deemed to- have been filed within -that period. Under existing law
an extension of only 2 additional years is provided in such cases.

Section 324(b) of the bill provides that the amendment made by
subsection (a) will be effective with respect to monthly benefits and
lump-sum death payments based on applications filed in or after the
month of enactment of the bill.

SECTION 325. TREATMENT OF CERTAIN ROYALTIES FOR
RETIREMENT TEST PURPOSES

Section 325(a) of the bill amends section 203(f)(5) of the Social
Security Act, relating to the determination of a person's net earnings
and net loss from self-employment for retirement test purposes, by
adding a new subparagraph (D). The new subparagraph provides
that, in determining the net earnings from self-employment of a
beneficiary who has attained age 65, there is to be excluded in comput-
ing his gross income from a trade or business any royalties received in
or after the year in which he attained age 65 if he shows to the satisfac-
tion of the Secretary of Health, Education, and Welfare that the
royalties are attributable to a copyright or patent which was obtained
before the taxable year in which he attained age 65 and that the prop-
erty to which the copyright or patent relates was created by his own
personal efforts.

Section 325(b) of the bill provides that the changes made by sub-
section (a) will be effective for taxable years beginning after 1964.

SECTION 326. AMENDMENTS PRESERVING RELATIONSHIP
BETWEEN RAILROAD RETIREMENT AND OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE SYSTEMS
Section 326(a) of the bill makes a technical amendment to section

1(q) of the Railroad Retirement Act of 1937 to preserve the existing
relationship between such act and title II of the Social Security Act.
Under this amendment, references to the Social Seciuitfy Act m the
Railroad Retirement Act of 1937 will be considered to be references to
the Social Security Act as amended in 1965.

Section 326(b) of the bill amends section 5(1)(9) of the Railroad
Retirement Act of 1937, relating to situations where social security
credits are transferred to the railroad retirement program. Benefits
to survivors of a railroad employee are payable. either under the
railroad retirement program or the social security program, but not
both, on the basis of the employee's combined earnings under both
programs. In general, benefits are payable under the railroad retire-
ment program if the individual has a current connection with the
railroad industry at the time of his death. The compensation for
railroad service is creditable up to $5,400 a year for this purpose.
However, under present law, where an individual has less than the
maximum of $5,400 in creditable compensation for a year, only enough
of his earnings from employment subject to title II of the Social
Security Act can be added to his compensation to increase the com-
bined creditable earnings to $4,800, the present limit on earnings for a
year under title II of the Social Security Act. To take into account
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the increases made by section 320 of the bill in the maximum amount
of annual earnings creditable under social security, section 326(b) of
the bill amends section 5(1)(9) of the Railroad Retirement Act of 1937
to permit the crediting of earnings for a year in such an.amount as to
cause the combined total earnings to be as much as the new earnings
and tax base under social security--6,600 a year for years after 1965.

SECTION 327. TECHNICAL AMENDMENT RELATING TO
MEETINGS OF BOARD OF TRUSTEES OF THE OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE TRUST
FUNDS
Section 327 of the bill amends section 201(c) of the Social Security

Act to require the Board of Trustees of the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability In-
surance Trust Fund to meet at least once each calendar year, rather
than once each 6 months as required under present law. (A similar
provision for annual meetings of the Board of Trustees is included in
the provisions of the bill (discussed above) creating the Federal
Hospital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund.)

SECTION 328. APPLICATIONS FOR BENEFITS
Section 328(a) of the bill amends section 202(j)(2) of the Social

Security Act (relating to the life of applications for all monthly in-
surance benefits other than disability insurance benefits) to provide
that an application for monthly benefits under section 202 filed before
the first month in which the applicant satisfies the requirements for
such benefits shall be deemed a valid application only if the applicant
satisfies the requirements for such benefits before the Secretary makes
a final decision on the application. The amended section 202(j)(2)
also provides that if upon final decision by the Secretary, or decision
upon judicial review thereof, the applicant is found to satisfy the
requirements for entitlement, the application shall be deemed to have
been filed in such first month.

Section 328(b) of the bill makes conforming changes in section 216(i)
(2) of the Social Security Act (relating to the life of applications for
determinations of disability).

Section 328(c) of the bill makes conforming changes in section 223(b)
of the Social Security Act (relating to the life of applications for dis-
ability insurance benefits).

Section 328(d) of the bill provides that the changes made by sub-
sections (a), (b), and (c) will apply with respect to (1) applicationsfiled on or after the date of enactment of thebill, (2) applications on
which the Secretary has not made a final decision before
the date of enactment of the bill, and (3) if a civil action has
been commenced under section 205(g) of the Social Security Act
before the date of enactment of this bil, applications as to which there
has been no final judicial decision before the date of enactment of the
bill.
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SECTION 329. OVERPAYMENTS AND UNDERPAYMENTS

Section 329 of the bill substitutes a new subsection (a) for the present
subsection (a) of section 204 of the act (relating to the adjustment of
overpayments and underpayments), and a new subsection (b) for the
present subsection (b) of section 204 (relating to waiver of adjustment
or recovery of overpayments).
The new subsection (a) of section 204 of the act broadens the Secre-

tary's authority to adjust overpayments and clarifies and broadens
the Secretary's authority to adjust underpayments. Paragraph (1)
of the new subsection (a) provides that where a person is paid more
than the correct amount, the overpayment shall be adjusted, or
recovered under regulations prescribed by the Secretary by requiring
the overpaid person or his estate to make a refund or by decreasing
any social security benefits payable to the overpaid person or to any
other person on the earnings record that served as the basis of the
benefit payments to the overpaid person. (Under present law,
recovery from persons other than the overpaid person can be made
only in cases where the overpaid person has died.) -

Paragraph (2) of the new subsection (a) provides that where a
person is paid less than the correct amount, the Secretary shall pay
the balance due to the underpaid person. If the underpaid person
dies before receiving the full amount due him, or after receiving but
before negotiating checks representing the correct payments, the
balance of the amount due, or the amount for which checks were
properly issued but not negotiated, shall be paid under regulations
prescribed by the Secretary in the order of priority which he determines
will best carry out the purposes of the social security program.
(Under present law, the Secretary has only very limited authority to
dispose of underpayments in death cases; adjustment can be made only
where the underpayment was the result of an error, and it can be
adjusted only by adding the amount of the underpayment to the
subsequent benefits of others getting benefits on the same earnings
record as the deceased.)
The new subsection (b) of section 204 of the act broadens the

Secretary's authority to waive adjustment or recovery of overpay-
ments. Under present law, a condition for waiving adjustment or
recovery of an overpayment is that the overpaid person be without
fault; waiver is not authorized if the overpaid person is at fault even
though the person from whom adjustment or recovery is sought is
without fault. The new subsection (b) authorizes the Secretary to
waive adjustment or recovery of an overpayment from any person
who is without fault, even where he is not the overpaid person and
the latter is at fault.

SECTION 330. PAYMENTS TO TWO OR MORE INDIVIDUALS
OF THE SAME FAMILY

Section 330 of the bill substitutes a new subsection (n) for the
present subsection (n) of section 205 of the act. The new subsection
retains the provision of present law under which the Secretary may
authorize a joint payment to two or more individuals of the same
family equal to the total benefits due them, and adds a provision
under which the Secretary of the Treasury may authorize the surviving
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payee or payees of such a combined benefit check to cash one or more
such checks which were not negotiated before one of the payees died,
provided that the part (if any) of the proceeds from each check that
represents an overpayment is to be adjusted or recovered as provided
in section 204(a) of the act.

SECTION 331. VALIDATING ERRONEOUS EARNINGS
REPORTED BY MINISTERS

Optional provisionfor certain certificates filed on or before April 15, 1967
Section 331 (a) of the bill amends section 1402(e) of the Internal

Revenue Code of 1954 by striking out paragraphs (5) and (6) and
adding a new paragraph (5). Pursuant to the new paragraph (5),
any individual who has filed a certificate under section 1402(e) by
April 15, 1965, and who has filed a timely return reporting earnings
derived by him in any taxable year ending after 1954 from the per-
formance of service as a minister, a member of a religious order (other
than one who has taken a vow of poverty as a member of such order),
or a Christian Science practitioner, but who does not have self-
employment coverage for the first year for which such a return was
filed because a certificate under section 1402(e) is not in effect with
respect to such year, may have his self-employment coverage as a
minister, member of a religious order, or Christian Science practitioner
begin with such first year. The election may be made in the following
manner:
Such an individual (or a fiduciary acting for such individual or his

estate, or any survivor who is or may become entitled to monthly
benefits undo'. title II of the Social Security Act on his earnings
record) as described above may file ., supplemental certificate and
indicate thereon an election to have the certificate previously filed by
such individual made effective for the first taxable year ending after
1954 for which he filed such a return, and for all succeeding taxable years.
The new paragraph (5) also permits a survivor of an individual who

died on or before April 15, 1965, and who had filed a timely return
reporting his earnings in any taxable year ending after 1954 from the
performance of service as a minister, a member of a religious order (as
described above), or a Christian Science practitioner, but who failed
to file a valid waiver certificate electing social security coverage, to
file a waiver certificate effective with such first year. Such a certificate
would be effective for the first taxable year ending after 1954 for which
such deceased minister filed such a return, and for all succeeding years.

In either of the above two cases, if the supplemental certificate or
the waiver certificate is to be valid, it must be filed on or before April
15, 1967, and all self-employment tax (whether or not attributable to
earnings as a minister, member of a religious order, or Christian
Science practitioner) due for each taxable year for which the certificate
is effective under the new' paragraph (5) must be paid on or before
April 15, 1967. Moreover, any such tax previously refunded as an
overpayment because no valid certificate was then in effect with re-
spect to the year for which paid must be repaid to the United States,
together with the interest allowed on the refund, on or before such
date. However, any underpayment of the tax which is attributable
to an error made in good faith will not invalidate an election which
is otherwise valid. Any such tax which is paid or repaid for a year
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with respect to which the period of limitation on assessment or col-
lection has expired will not be regarded as an overpayment solely
because such period has expired. It should be noted that April 15,
1967, falls on a Saturday, and section 7503 of the Code provides that
an act required to be performed on a Saturday, Sunday or legal
holiday is timely if performed on the next day which is not a Saturday,
Sunday, or lega holiday.
Administrative provisions

Pursuant to section 331 (b) of the bill, no interest or penalty will be
imposed with respect to self-employment tax paid on or before April
15, 1967, on earnings derived from the performance of service as a
minister, member of a religious order, or Christian Science practitioner,
for taxable years for which a certificate is effective under the new
paragraph (5). In addition, the period for assessing taxes which
become payable under the new paragraph (5) will expire not earlier
than April 16, 1970.
Inclusion of earnings in social security records

Section 331 (c) of the bill provides that notwithstanding the time
limitation relating to the inclusion of self-employment income in
social security records (sec. 205(c)(5)(F) of the Social Security Act),
the Secretary of Health, Education, and Welfare may conform his
records to tax returns or statements of earnings derived in any taxable
year ending after 1954 which constitute self-employment income
solely by reason of the filing of a certificate (or supplemental certifi-
cate) which is effective under section 1402(e)(5).
Effective dates

Section 331 (d) of the bill provides that the-amendments made by
section 331 of the bill shall be applicable only with respect to certifi-
cates (and supplemental certificates) filed after the date of enactment
of thetill. However, no monthly benefits under title II of the Social
Security Act will be increased or payable by reason of such amend-
ments for any month earlier than the month after the month of enact-
ment of the bill and no lump-sum death payments under that title
in the case of deaths prior to the date of enactment of the bill will be
payable or increased by reason of such amendments.

SECTION 332. DETERMINATION OF ATTORNEY'S FEES
IN COURT PROCEEDINGS UNDER TITLE II

Section 332 of the bill adds a subsection (b) to section 206 of the
Social Security Act and changes the title of the section from "Repre-
sentation of Claimants Before the Secretary" to "Representation of
Claimants." Paragraph (1) of the new subsection permits a court
that renders a favorable decision to a claimant in a case arising
under the social security program to set a reasonable fee-not in
excess of 25 percent of the total of the past due benefits which become
payable as a result of the court's decision-for the attorney who
represented the claimant before the court. Paragraph (1) also pro-
vides that, notwithstanding the provisions of section 205(i) of the
Social Security Act (relating to certification by the Secretary of the
amount of payments to be made), the Secretary may certify for
payment to the attorney, out of the total of such past due benefits,
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the amount of the fee set by the court. In the case of any such
judgment, no other fee may be payable or certified for payment.
Paragraph (2) provides that any attorney who demands or receives
any additional amount for his services in representing the claimant
before the court shall be guilty of a misdemeanor and subject to a
fine of up to $500, or up to 1 year's imprisonment, or both.

SECTION 333. CONTINUATION OF WIDOW'S AND WID-
OWER'S INSURANCE BENEFITS AFTER REMARRIAGE
Section 333(a) of the bill adds to the provisions for paying widow's

insurance benefits a special provision for paying benefits to widows
(not including surviving divorced wives) who remarry after attaining
age 60, with the remarried widow's benefit for each month in which she
is remarried equal to 50 percent of the primary insurance amount of
the deceased husband.

Section 333(b) adds a similar provision to the present provisions for
paying widower's insurance benefits to permit a widower who remarries
after attaining age 62 to get a widower's insurance benefit equal to 50
percent of the primary insurance amount of the deceased wife for
each month in which he is remarried.

Section 333(c) amends the present provisions under which a- person
who is simultaneously entitled to more than one dependent's benefit is
paid the higher benefit, so that a person who is entitled to a widow's
or widower's insurance benefit under the provisions of subsection (a)
or (b) of this section would be paid the widow's or widower's benefit,
and the other dependent's benefit would be reduced by the amount of
the widow's or widower's benefit. While the law provides for with-
holding a wife's or husband's benefit payable on the current spouse's
earnings record when the spouse works and earns enough to be subject
to the retirement test, the provision for paying the widow's or wid-
ower's benefit first and then the difference between that and any
other auxiliary benefit payable will mean that the remarried widow or
widower will generally be able to get a benefit even if the new spouse
works.

Section 333(d) provides that the effective date for paying the
widow's and widower's insurance benefits to remarried people will be
the second month after the month of enactment; in the case of people
not entitled to widow's or widower's insurance benefits in the month
after enactment, benefits would be payable on the basis of applica-
tions filed in or after the month of enactment.

SECTION 334. CHANGES IN DEFINITIONS OF WIFE,
WIDOW, HUSBAND, AND WIDOWER

Section 334(a) of the bill amends the definition of "wife" in section
216(b) of the Social Security Act to include a woman who, in the month
prior to the month of the marriage to the person on whose earnings
record benefits are claimed, was actually or potentially entitled to a
widow's, parent's, or (if she was over age 18) child's insurance annuity
under section 5 of the Railroad Retirement Act. Sections 334 (b),
(c), and (d) of the bill make similar amendments in the definitions of
"widow," "husband" and "widower" in sections 216 (c), (f), and (g)
of the Social Security Act.
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Sections 334 (e) and (f) of the bill amend section 202(c) (2) (relating
to husband's insurance benefits) and 202(f)(2) (relating to widower's
insurance benefits) by making inapplicable the requirement that the
wife or deceased wife be currently insured and the husband or widower
have been dependent on her in order for him to receive husband's
or widower's insurance benefits where he was actually or potentially
entitled to a widower's, parent's, or (if he was over age 18) child's
insurance annuity under section 5 of the Railroad Retirement Act
in the month before his marriage to the person on whose earnings
record benefits are claimed.

Section 334(g) of the bill provides that the changes made by
section 334 shall be applicable only with respect to monthly insurance
benefits under the Social Security Act beginning with the second
month following the month of enactment on the basis of applications
filed in or after the month of enactment.

SECTION 335. REDUCTION OF BENEFITS BASED ON DIS-
ABILITY ON ACCOUNT OF RECEIPT OF WORKMEN'S
COMPENSATION
Section 335(a) of the bill adds a new section 224 to the Social

Security Act which provides that where an individual is entitled to
benefits under section 223 of the act there shall be a reduction in his
benefits under section 202 and 223 of the act on account of concurrent
receipt of periodic workmen's compensation benefits. The new
section 224 will be applicable with respect to benefits payable for
months after December 1965 based on applications filed after
December 1965.

Clauses (1) and (2) of subsection (a) of the new section 224 provide
that if for any month prior to the month in which an individual attains
age 62 he is entitled both to benefits under section 223 and to periodic
benefits under a workmen's compensation law or plan of the United
States or a State, and if the Secretary has, in a prior month, received
notice of such entitlement, the total of his benefits under section 223
for such month and any benefits under section 202 based on his wages
and self-employment income shall be subject to reduction (but not
below zero) as prescribed in the following clauses of this section.
Clauses (3), (4), (5), and (6) of section 224(a) provide that the reduc-
tion shall be in the amount that the sum of such total of benefits
under sections 223 and 202 and the periodic workmen's compensation
benefit paid for such month exceeds the higher of 80 percent of the
individual's "average current earnings" or the total of his disability
insurance benefits under section 223 for such month and of any
monthly insurance benefits under section 202 for such month based
on his wages and self-employment income, prior to reduction under
this section. Clauses (7) and (8) of section 224(a) provide that in
no case shall the reduction for any month after the first month for
which reduction is required under this section reduce such total of
benefits payable under sections 223 and 202' to an amount that is
less than the sum of the total of benefits under such sections 223 and
202 after reduction under this section for such first month and anyincreases in the benefits payable under this title effective after such
first month with respect to the benefits payable to the disabled worker
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and the persons entitled to benefits on his wages and self-employment
income in the month such subsequent reduction is made.
An individual's "average current earnings" means the larger of

(A) his average monthly wage (as defined in sec. 215) used in deter-
mining his disability insurance benefit under section 223 or (B)
one-sixtieth of the total of his wages and self-employment income
for the 5 consecutive calendar years after 1950 for which such wages
and self-employment income were highest.
To illustrate the manner in which the reduction provision will

operate: Assume that a worker, his wife and child are entitled to
benefits under sections 202 and 223 for the month of March 1966 in
the total amount of $244 and that the Secretary was notified in Febru-
ary 1966 that the worker has been receiving a periodic benefit for per-
manent and total disability under a State workmen's compensation
law amounting to $48 a week ($20. per month). On these assump-
tions a total of $452 monthly would be paid under both programs.
Assume, further, that the disabled worker's average monthly wage
computed under section 215 of the Social Security Act equals $340
and that one-sixtieth of the wages and self-employment income cred-
ited to his social security account in his five highest consecutive
years after 1950 equals $400. Eighty percent of the latter amount
(the higher of these) equals $320. As a result, the total amount pay-
able monthly under social security must be reduced by $132, the amount
by which such total benefits under both programs exceeds $320.
Therefore, the total family benefit payable for March 1966 under
social security, after reduction under this section, will amount to $244
minus $132 ($112).. Furthermore, under clause (7) summarized above,
any reduction for a future month for these beneficiaries may not result
in a total social security benefit lower than the sum of $112 and any
future benefit increases.
The new section 224(b) provides that where a periodic workmen's

compensation benefit is payable on other than a monthly basis (ex-
cluding a benefit payable as a lump sum except to the extent that it is a
commutation of or a substitute for periodic benefits), the reduction
shall be made at such times and in such amounts as the Secretary de-
termines will approximate as nearly as practicable the reduction pre-
scribed in subsection (a) of this section. Since in some workmen's
compensation cases, workers incur medical,' legal, or related ex-
penses in connection with their workmen's compensation claims, or
in connection with the injuries they have suffered, and since the work-
men's compensation awards are generally understood to include com-
pensation for these expenses (except to the extent that special pro-
vision is made in the award to cover them or they are provided without
cost to the worker), for purposes of this section the Secretary would
not, in computing the amount of the periodic benefit payable to an
individual under a workmen's compensation program, include any
part of the workmen's compensation lump sum or benefit which he
finds is equal to the amount of such expenses paid or incurred by the
worker.
The new section 224(c) provides that reduction of benefits under

this section shall be made after reduction under subsection (a) of
section 203 (relating to reduction for the family maximum) but before
deductions under sections 203 and 222(b). This requirement is in-
tended to assure consistency between the. provision for a reduction on
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account of receipt of workmen's compensation (as provided in the
new sec. 224) and the provisions of the present law governing adjust-
ments, actuarial reductions, and deductions (such as deductions on
account of earnings) which are generally applied cumulatively.
To illustrate the application of this section: Assume that a disabled

worker "H," his wife "E" and two children "C," and "C2" under age 18
are entitled to social security benefits in January 1967, and that the
Secretary has been informed in December 1966 that "H" is receiving
permanent and total disability benefits under a State workmen's
compensation law. Assume further that H's social security averagemonthly wage is $340 resulting in a primary insurance amount (and a
disability insurance benefit) of $122 per month (and a maximum
family benefit of $273.60), and a benefit of $61 monthly, each, for
E, Ci, and C2 before application of the family maximum provisions
of the schedule in section 215. Assume further, that H's "high five"
average is $400 per month. On these assumptions application of
this family maximum results in benefits (before the workmen's com-
pensation reduction) as follows:
A------------------------------------------------------. $122. 00
E------------------------------------------------------- . 60
C -- ..-----.---------------------..----------------------------- . 50.60
C,------------------------------------.--.--.....---------- 50.60

Total--------------------------------.---...-.... 273. 80
H's workmen's compensation benefit is $48 weekly ($208 per month)and the family total under both programs before reduction equals

$481.80 ($273.80 plus $208).
Under the facts assumed above, the reduction would be $481.80 less

$320 (80 percent of "high five" average), or $161.80. The social
security family payable for January would thus- be $273.80 less
$161.80, or $112.
Assume that in February, E accepts a job paying $6,000 per year.In that case the social security benefit payable before reduction under

this section would be:
A-.---------.--------..----------------.--------------------.- $122
C,--------------------------------------------------------- 61Cl

61c-.........----------------------.--.......................---__61

Total-----------------------------------.-------------244
The total benefits under both programs would then be $244 plus $208

which equals $452. The social security benefit would have to be
reduced by $132 to $112 so that the total payable under both programsin February 1965 would be $320.

Similarly, suppose H, a disabled worker is entitled to disabilitybenefits in January 1966 amounting to $135.90. Assume that H has a
wife, aged 62, who is entitled to a reduced old-age benefit on her own
record of $48 per month. After application of section 202(k) she
would be entitled, in addition, to a wife's benefit as H's wife of $3
monthly. The reduction under this section would, of course, be com-
puted on the basis of a total family disability benefit of $138.90,
and charged against the same benefit.

Section 224(d) provides that there shall be no reduction under this
section where the workmen's compensation law or plan under which
the periodic benefit is paid contains any provision requirig a reduce

262

9.869604064

Table: [No Caption]


Table: [No Caption]


460406968.9



SOCIAL SECURITY AMENDMENTS OF 1965

tion of workmen's compensation when anyone entitled thereto is en-
titled to benefits under section 223.

Section 224(e) provides that the Secretary may require that an
individual entitled to benefits under section 223 who may be eligible
for periodic workmen's compensation benefits, certify whether he has
or intends to file a claim for periodic workmen's compensation' bene-
fits, and if so, whether there has been a decision on such claim. This
subsection further provides that the Secretary may rely upon such
certification furnished by the individual that he has not filed and does
not intend to file such a claim, or that he has so filed and no final
decision thereon has been made, in certifying benefits for payment
pursuant to section 205(i).

Paragraph (1) of section 224(f) provides that in the second calendar
year after the year in which reduction of a disabled worker's social
security benefit (and those of his dependents) was first required, and
in each third year thereafter, the Secretary shall redetermine the
amount of the benefits still subject to reduction under this section;
but such redetermination shall not result in any decrease in the total
amount of benefits payable under this title on the basis of such indi-
vidual's wages and self-employment income. Such redetermination
shall be determined as of, and shall be effective with the January
following the year in which such redetermination was made.

Paragraph (2) of section 224(f) provides that in making the rede-
termination required under paragraph (1) of subsection (f), the indi-
vidual's "average current earnings" (as defined in subsec. (a)) shall
be deemed to be the product of his "average current earnings" as
initially determined under subsection (a) and the ratio of (i) the
average of taxable wages of all persons for whom taxable earnings
were reported to the Secretary for the first calendar quarter of the
calendar year in which the redetermination is made, to (ii) the average
of the taxable wages of such persons reported to the Secretary for the
first calendar quarter of the calendar year in which the individual's
reduction was initially computed (but not counting any reduction
made for benefits for a previous period of disability). . Any amount
so determined which is not a multiple of $1 shall be reduced to the
next lower multiple of $1.

Section 224(g) provides that whenever a reduction is made under
this section in the total of benefits based on an individual's wages and
self-employment income, each benefit, except the disability insurance
benefit shall first be proportionately decreased, and any excess of
the reduction that is required for such month over the sum of all
such benefits other than the disability insurance benefits shall then
be applied to such disability insurance benefit.
To illustrate the operation of this section (with special reference to

the effects of subsecs. (f) and (g) and clause (7) of subsec. (a)),
assume that a worker is disabled in an occupational accident in a
certain future year and that he has a wife and one child under age
18. His workmen's compensation benefit is $48 a week, which is
$208 on a monthly basis.

His "average monthly wage" that is used to compute his social
security disability benefit is $420, and so his primary insurance
amount is $140. Accordingly, his monthly social security disability
insurance benefits before reduction, are $140 for himself, $70 for his
wif,ad $70 for his child-a total of $28Q0
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His covered wages in his highest 5 consecutive years after 1950
totaled $27,000, or a monthly average of $450. Since the latter is
higher than his "average monthly wage," it is used as his "average
current earnings."
The monthly maximum initially applicable to his combined social

security disability benefits and workmen's compensation benefits is
then 80 percent of $450 or $360. Since the total of his workmen's
compensation benefits and the unreduced social security disability
benefits payable on his account is $488, the family's social security
benefits must be reduced by $128. Accordingly, since the reduction
is first applicable to the dependents' benefits, the reduced social
security disability insurance benefits are as follows: Worker, $140;
wife, $6; and child, $6 (a family total of $152 for social security and
of $360 for the combined workmen's compensation and social security
benefit).

Next, assume that legislation providing for a benefit increase for
all OASDI beneficiaries is enacted and becomes effective in the next
year and that this worker's primary insurance benefit is increased
by $10 (to $150), which in turn would increase his wife's benefit by
$5 (to $11) and his child's benefit by $5 (to $11). Under subsection
(a) these increases are passed- on to the disabled worker and his
family, despite the 80-percent limitation.

Finally, assume that the average of the taxable wages of all persons
for whom taxable wages were reported in the first calendar quarter of
the year in which he was disabled was $1,200 and that such average for
the second following year was $1,320, or 10 percent higher.
Accordingly, the "80 percent of average current earnings" limita-

tion is increased, effective for January of the next year, from $360 to
$396 per month. Thus, the family social security benefits have a
monthly maximum of $188 (i.e. $396, minus the $208 workmen's com-
pensation benefit). The disabled worker receives the full disability
benefit of $150 (including the $10 increase provided by the across-
the-board benefit increases after initial determination), and the wife
and child each receive $19 per month.

If the redetermination of the "80 percent of average current earn-
ings" limitation had been such as to increase the total of the work-
men's compensation benefit and the family social security benefit from
the initial $360 per month by $20 or less, then under clause (7) of sub-
section (a), the social security benefit payable would be unchanged-
at $150 for the worker and $11 each for the wife and child (reflecting
only the across-the-board benefit increases after initial determination).
SECTION 336. FACILITATING DISABILITY DETERMINA-

TIONS

Section 336 (a) of the bill amends section 221 (b) of the Social Security
Act so as to exclude the individuals referred to in section 221 (g) (4) from
the agreements with States for making disability determinations.

Section 336(b) of the bill amends section 221 (g) of the Social Security
Act to include among the individuals with respect to whom the Secre-
tary will make the disability determinations referred to in section
221 (a) of the Social Security Act (determinations of whether an in-
dividual is under a disability and of the day such disability began,
and the determination of the day on which such disability ceases)
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those individuals with respect to whom the Secretary, in accordance
witb regulations prescribed by him, finds that a determination of
disability or cessation of disability can be made on the evidence
furnished by or on behalf of such individuals from sources of informa-
tion as to examination and treatment which are designated by such
individuals, or on the evidence of remunerative work activities per-
formed by such individuals.

Section 336(c) provides that the changes made by subsections (a)
and (b) shall take effect in any State which has an agreement with the
Secretary under section 221 when the Secretary finds that implementa-
tion of section 221 (g) (4) of the Social Security Act can be effectuated
with respect to individuals in such State without impeding the efficient
administration' of the disability insurance program in such State.

SECTION 337. PAYMENT OF COSTS OF REHABILITATION
SERVICES FROM THE TRUST FUNDS'

Section 337 of the bill amends section- 222 of the Social Security
Act by redesignating subsections (b) and (c) as subsections (c) and
(d), respectively, and by inserting after subsection (a) a new sub-
section (b).

Paragraph (1) of the new subsection (b) provides that for the
purpose of making vocational rehabilitation services more readily
available to disabled individuals who are entitled to disability insur-
ance benefits under section 223 or child's insurance benefits under
section 202(d) after having attained age 18 (and who are under a
disability), to the end that savings will result to the trust funds as a
result of rehabilitating the maximum number of such individuals into
productive activity, there are authorized to be transferred from the
trust funds such sums as may be necessary to enable the Secretary to
pay the costs of vocational rehabilitation services for such individuals
(including services furnished during their writing periods) and so
much of the expenditures for the administration of any State plan
as is attributable to carrying out this subsection. The total amount
of the funds that may be made available from the trust funds for
such purpose may not, in any fiscal year, exceed 1 percent of the
benefits under section 202(d) for children who have attained age 18
(and are under a disability) or under section 223, which were certified
for payment in the preceding year. The selection of individuals to
receive such rehabilitation services, including the order of selection,
shall be made in accordance with criteria formulated by the Secretary
which are based upon the effect the provision of such services would
have on the trust funds.

Paragraph (2) of the new subsection (b) provides that, in the case
of each State willing to do so, such vocational rehabilitation services
shall be furnished under a State plan which (a) has been approved
under section 5 of the Vocational Rehabilitation Act; (b) provides
that, to the extent funds provided under this subsection are adequate
for the purpose, such services will be furnished with reasonable
promptness to any person in the State meeting the criteria prescribed
by the Secretary pursuant to paragraph (1) and in accordance with
the order of selection determined under such criteria; and (c) provides
that such services will be furnished to any individual without regard
to his citizenship, place of residence, his need for financial assistance
49-648 O-85-ot. 1---10
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(except as provided in regulations of the Secretary in the case of
maintenance during rehabilitation), or any order of selection followed
under the State plan pursuant to section 5(a)(4) of the Vocational
Rehabilitation Act.
Paragraph (3) of the new subsection (b) provides that where a

State does not have a plan which meets the requirements of paragraph
(2), the Secretary may provide such services by agreement or contract
with other public or private agencies, organizations, institutions, or
individuals.

Paragraph (4) of the new subsection (b) provides that payments
under the new subsection (b) may be made in installments, and in
advance or by way of reimbursement, with necessary adjustments on
account of overpayments or underpayments.
Paragraph (5) of the new subsection (b) provides that money paid

from the trust funds under this new subsection to pay the costs of
providing'services to individuals who are entitled to benefits under
section 223 shall be charged to the Federal Disability Insurance Trust
Fund, and all other money paid out from the trust funds under this
subsection shall be charged to the Federal Old-Age and Survivors
Insurance Trust Fund. According to such methods and procedures
as he may deem appropriate, the Secretary is required to determine:
(a) the total cost of the services provided under the new subsection
(b), and (b) the amount of such cost which should be charged to each of
the trust funds.
Paragraph (6) of the new subsection (b) provides that for the pur-

poses of this subsection the term "vocational rehabilitation services"
shall have the meaning assigned to it in the Vocational Rehabilitation
Act, except that such services may be limited in type, scope, or amount
in accordance with regulations of the Secretary designed to achieve
the purposes of this subsection.

SECTION 338. RETIREMENT SYSTEMS IN MAINE

Section 338 of the bill amends section 316 of the Social Security
Amendments of 1958 to reopen such section until July 1, 1970, thereby
extending to that date the time during which the State of Maine may,.
in modifying its coverage agreement under section 218 of the Social
Security Act, deem a retirement system covering positions of teachers
and positions of other employees to be a separate retirement system
with respect to the positions of such teachers and a separate retire-
ment system with respect to the positions of such other employees
for social security coverage purposes.
SECTION 339. STUDENTS IN IOWA AND NORTH DAKOTA

Section 339 of the bill provides that the State of Iowa and the State
of North Dakota may modify their agreements entered into pursuant
to section 218 of the Social Security Act so as to exclude from social
security coverage service performed in any'calendar quarter in the
employ of a school, college, or university by a student who is enrolled
and is regularly attending classes at such school, college, or university
if the remuneration for such services is less than $50. Such a modifi-
cation would specify the effective date of the exclusion of such service,
but the effective date could not be earlier than the enactment date of
the bill.
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SECTION 340. QUALIFICATION OF CHILDREN NOT
QUALIFIED UNDER STATE LAW

Section 340(a) of the bill amends the Social Security Act by adding
a new paragraph (3) to section 216(h) (relating to the determination
of family status for social security benefit purposes) so as to make
benefits payable on the basis of an insured worker's earnings to an
applicant who is the son or daughter of the worker, but who cannot
meet the definition of "child" under present law. Such an applicant
will be considered the child of the worker if the worker (1) has ac-
knowledged in writing that he is the child's father; (2) has been decreed
by a court to be the child's father; (3) has been ordered by a court to
contribute to the support of the child because he is the child's father;
or (4) is shown by other evidence satisfactory to the Secretary to be
the child's father and has been living with or contributing to the
supp rt of the child. The new paragraph (3) provides that in the
case of a worker entitled to old-age insurance benefits (who was not,
in the month preceding such entitlement, entitled to disability insur-
ance benefits), such acknowledgment, court decree, or court order
must have occurred not less than 1 year before the worker became
entitled to benefits or attained age 65, whichever is earlier, or the
worker must have been living with or contributing to the support of
the child at the time the worker became entitled to benefits or attained
age 65, whichever is earlier. In the case of a worker who is entitled
to disability insurance benefits (or was entitled to such benefits in
the month preceding his entitlement to old-age insurance benefits),
such acknowledgment, court decree, or court order must have occurred
before such insured individual's most recent period of disability, or
the worker must have been living with or contributing to the support
of the child at the time the disability began. In the case of a deceased
worker such acknowledgment, court decree, or court order must have
occurred before the worker's death, or the worker must have been
living with or contributing to the support of the child at the time
he died.

Section 340(b) makes a conforming change in section 202(d) of
the Social Security Act, which provides for the payment of child's
insurance benefits.

Section 340(c) provides that the amendments made by section 340
shall apply with respect to benefits beginning with the second month
following the month of enactment on the basis of applications filed in
or after the month of enactment.

SECTION 341. EMPLOYEES OF MEMBERS OF AFFILIATED
GROUP OF CORPORATIONS

Section 341 (a) of the bill amends section 3121(a) of the Internal
Revenue Code of 1954 (defining "wages" for social security tax
purposes) by adding a new sentence at the end of paragraph (1)
thereof. Paragraph (1) of section 3121(a) of the code provides, in
part, a maximum annual limitation on wages subject to social security
tax. The new sentence provides that under certain circumstances
remuneration with respect to employment paid by a member of an
affiliated group to an employee may be considered, for purposes of
the maximum annual limitation, as having been paid to such employee
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by another member of the affiliated group. The term "affiliated
group," as used in the new sentence, means an affiliated group as
defined in section 1504(a) of chapter 6 of the code (relating to con-
solidated returns) but determined without regard to sections 1504
(b) and (c) (relating to the definition of "includible corporation" and
to includible insurance companies, respectively).
The new sentence applies only with respect to an employee who

during a particular calendar year is employed by a member of an
affiliated group after having been previously employed by a member
(or members) of the same group in such year. Further, the new sen-
tence applies only with respect to remuneration (other than remunera-
tion which is excluded from "wages" by other paragraphs of sec.
3121(a)) with respect to employment. Such remuneration of a par-
ticular member of the group for a calendar year, for purposes of the
maximum taxable earnings base, shall be considered to include any
remuneration paid (or considered under this provision to -have been
paid) during such year by any other member of the group prior to his
employment with the particular member. Thus, if individual A is
employed by group member X from January 1 through June 30 and at
some later time in the same calendar year performs services for group
member Y, remuneration with respect to employment paid by X to
employee A will be treated as having been paid by Y for the purpose of
determining whether Y has paid to A during that calendar year re-
muneration with respect to employment equal to the maximum annual
limitation on wages.

Section 341(b) provides that the amendment made by subsection (a)
will apply only with respect to remuneration paid after 1965.

TITLE IV-PUBLIC ASSISTANCE AND MISCEL-
LANEOUS AMENDMENTS

SECTION 401. INCREASED FEDERAL PAYMENTS UNDER
PUBLIC ASSISTANCE TITLES OF THE SOCIAL SECURITY
ACT
Section 401(a) of the bill amends section 3(a)(1) of the Social

Security Act. The first step of the formula by which -Federal pay-
ments to States with approved plans for old-age assistance under title
I are determined is changed so as to provide Federal sharing in 31/37ths
of the first $37 of the average monthly assistance payment instead of
29/35ths of the first $35 of the average monthly assistance payment.
The amendment also has the effect of applying the Federal percentage
in the second step of the present formula to an additional $38, instead
of the present additional $35, of the State's average payment. The
additional Federal share in State expenditures for medical care,
determined on the basis of the Federal medical percentage of the next
$15 of a State's average payment, available under the third step of the
present formula, is continued, thus giving under the formula as changed
by the bill a potential Federal participation in State expenditures up
to an average of $90. In addition, the formula is restated for the
second and third steps, so as to give recognition to the State's expendi-
tures for medical care before applying the Federal percentage to the
remaining expenditures for which Federal participation is available.
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The formula, as restated by section 401(a) of the bill, would pay
States, in addition to the amount computed under section 3(a)(1)(A)
of the Social Security Act, and in.lieu of the amounts now computed
under section 3(a)(1) (B) and (C) of such act, the larger of the
following:

(i) (I) the Federal percentage (as defined in sec. 1101(a) (8)) of
all expenditures for old-age assistance in excess of expenditures
counted under clause (A), but not counting so much of the excess
as exceeds $38 times the total number of recipients of old-age
assistance; plus

(II) 15 percent of the State's expenditures in the form of
medical care, up to a maximum of $15 times the total number
of recipients of old-age assistance; or

(ii) (I) the Federal medical percentage (as defined in sec. 6(c))
of all expenditures in excess of expenditures counted under clause
(x ,, but not counting expenditures that exceed (a) $52 times the
total number of recipients, or (b) if smaller, the total expenditures
for medical care plus $37 times the total number of recipients;
plus

(II) the Federal percentage of all expenditures in excess of
expenditures counted under clause (A) and the provisions of
clause (B)(ii) described in these paragraphs (ii) (I) and (II), but
not counting so much of the excess as exceeds $38 times the total
number of recipients.

Section 401(b) of the bill makes corresponding changes in title XVI
of the Social Security Act._

Section 401(c) of the bill amends section 403(a)(1) of the Social
Security Act so as to change the formula by which the Federal share
of aid to families with dependent children is determined. The present
share of 14/17ths of the first $17 of the average monthly assistance
payment is increased to 5/6ths of the first $18 of such payment. The
ceiling for Federal participation is raised from $30 a month to $32 a
month per recipient.

Sections 401(d) and 401(e) of the bill amend sections 1003(a)(1)
and 1403(a) (), respectively, of the Social Security Act so as to change
the formula by which the Federal share of aid to the blind or aid to
the permanently and totally disabled is determined. The present
share of 29/35ths of the first $35 of the average monthly assistance
payment is increased to 31/37ths of the first $37 of such payment,
and the ceiling for Federal participation is raised from $70 a month
to $75 a month per recipient.

Section 401(f) of the bill provides that the amendments made by
the preceding provisions of section 401 will apply to expenditures
made after December 31, 1965, under a State plan approved under
title I, IV, X, XIV, or XVI of the act.

SECTION 402. PROTECTIVE PAYMENTS

Section 402 of the bill amends sections 6(a), 1006, 1405 and 1605(a)
of the Social Security Act (as such sections are amended by sec. 221
of the bill), to extend the definitions of "old-age assistance," "aid to
the blind," "aid to the permanently and totally disabled," and "aid
to the aged, blind, or disabled" to include protective payments-i.e.,
payments made on behalf of the recipient to an individual who (as
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determined in accordance with standards prescribed by the Secretary)
is interested in or concerned with the welfare of the recipient. The
State plan under which the payments are made must include provision
for-

(1) determination by the State agency that protective pay-
ments are necessary because, by reason of a physical or mental
condition, the recipient is so unable to manage funds that pay-
ments to him would be contrary to his welfare;

(2) making payments in this form only when they (together
with other income and resources) will meet all the needs of the
individuals with respect to whom they are made, under rules
otherwise applicable under the State plan for determining need
and the amount of aid or assistance paid;

(3) special efforcs to protect the welfare of the recipient and
to improve, to the extent possible, his capacity for self-care and
ability to manage funds;

(4) periodic review by the State agency to determine whether
payrimesits in this form are still necessary, with provision for ter-
imination of such payments if not nece Jary and for seeking judi-
,ial appointment of a guardian or legal representative when such
action. will best serve the interests of the recipient; and

(5) opportunityy for a fair hearing before the State agency on
the determijtt,ion that protective payments are necessary.

(etiorn 402(e) of the hill provides that the amendments made by
the prlcedilg provisions of section 402 will apply to expenditures
made after Decembener 31, 1965, under a State plan approved under
title 1, ,XXIV, or:XVI of the act.

SETI(I'.O)N 40(3. Dl)ISiA,:GAR:If~)NG CERTAIN' EARNTNGS IN
DETERMININGNNEE·'NF,)D UNJI)ER ASSISTANCE PROGRAMS
FO(R '11 AGEDI), lIN I), AND) DISABLED
Sections 403(a) and 403(c) of the bill amend sections 2(a)(10)(A)

andl160ft(a)(14) of the Social Security Act, effective January 1, 1966.
These sections of the Soclil Secfitrity Act allow the States in deter-
mining need for old-age assistance or for aid to the aged, blind, or
disabled (insofar as it relates to the aged) to disregard, of the first
$50 per month of earned income, not more than the first $10 thereof
plus one-half of the remainder. Under the amendments made by the
bill, these amounts would be increased to $80 and $20, respectively;
thus, in determining need for such assistance or aid, the State agency
may disregard, of the first $80 of earned income for any month, not
more than the first $20 thereof plus one-half of the remainder.

Sections 403(b) and 403(c) of the bill amend sections 1402(a)(8)
and 1602(a)(14) of the act to extend this same exclusion of income
to any individual claiming aid to the permanently and totally dis-
abled or aid to the aged, blind, or disabled (insofar as it relates to
the disabled). Thus, with respect to such individuals the State would
be authorized to disregard, of the first $80 of earned income for any
month, not more than the first $20 thereof plus one-half of the re-
mainder. Under such amendments States may also disregard, for a
period not in excess of 36 months, such additional amounts of other
income and resources as may be necessary to the fulfillment of such
an individual's approved plan for achieving self-support, but only as
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to the part or parts of such period during substantially all of which he
is actually undergoing vocational rehabilitation.

SECTION 404. ADMINISTRATIVE AND JUDICIAL REVIEW
OF PUBLIC ASSISTANCE DETERMINATIONS

Section 404 of the bill amends title XI of the Social Security Act
by adding a new section 1116 designed to provide for administrative
and judicial review of certain administrative determinations made
after December 31, 1965, with respect to State plans under the public
assistance titles of such act (including the new title XIX added by
sec. 121 of the bill).
Under the new section 1116(a)(1), the Secretary of Health, Educa-

tion, and Welfare must, not later than 90 days after a State submits
a plan to him for approval under one of the public assistance titles,
make a determination as to whether it fulfills the conditions for ap-
proval specified in such title. Such 90-day period may be extended
by v.i.'tten agreement of the Secretary and such State.

Section 1116(a)(2) provides that a State which is dissatisfied with
such a determination may, within 60 days of notification thereof,
petition the Secretary to reconsider his determination of disapproval.
The Secretary must within 30 days after receipt of such petition
schedule a hearing and notify the State of the time and place. The
hearing must be held not less than 20 days nor more than 60 days
after the date the State is given notice thereof, unless the Secretary
and the State agree in writing to another time. The decision of the
Secretary to affirm, modify or reverse his original determination must
be made within 60 days after the hearing is concluded.

Section 1116(a)(3) provides that a State which is dissatisfied with
a final determination by the Secretary on such a reconsideration or
with his final determination (to withhold funds) under section 4, 404,
1004, 1404, or 1604 of the Social Security Act, or under section 1904
of such act (as added by sec. 121(a) of the bill), may, within 60 days
of notification thereof, petition the United States court of appeals for
the circuit in which the State is located to review such determination.
The clerk of such court will forthwith transmit a copy of the petition
to the Secretary, who will thereupon file in the court the record of the
administrative proceedings as provided in 28 U.S.C. 2112.

Section 1116(a)(4) makes the Secretary's findings of fact conclusive
if they are supported by substantial evidence. The court is author-
ized, for good cause shown, to remand the case to the Secretary to
take further evidence. In such case, the Secretary may make new
or modified findings of fact and may modify his previous action, and
he will certify to the court the record of such additional proceedings.
Such findings of fact will likewise be conclusive if supported by sub-
stantial evidence.

Section 1116(a) (5) vests jurisdiction in the court to affirm the Secre-
tary's action or to set it aside, in whole or in part. The judgment is
reviewable by the Supreme Court upon certiorari or certification as
provided in 28 U.S.C. 1254.

Section 1116(b) provides that, for purposes of obtaining the admin-
istrative and judicial reviews authorized under the new section 1116(a),
any amendment of an approved State plan may, at the State's option,be treated as the submission of a new State plan.
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Section 1116(c) provides that action pursuant to an initial deter-
mination of the Secretary described in section 1116(a) is not to be
stayed pending reconsideration. In the event, however, that the
Secretary subsequently determines that such initial determination
was incorrect, the funds incorrectly withheld or otherwise denied
must be restored to the State forthwith in a lump sum.

Section 1116(d) provides that the State is entitled to and upon
request must receive reconsideration of any determination by the
Secretary to disallow Federal financial participation in any item or
class of items for which the State claimed such participation under a
public assistance title of the Social Security Act (including the new
title XIX, added by the bill).

SECTION 405. MAINTENANCE OF STATE PUBLIC
ASSISTANCE EXPENDITURES

Section 405 of the bill amends title XI of the Social Security Act by
adding a new section 1117 designed to assure the maintenance of
State effort in the financing of approved State plans under the public
assistance titles of such act.
The new section 1117(a) provides that any increase in the Federal

payments to a State for any quarter in the period January 1, 1966,
through June 30, 1969-i.e., the increase in the total of the amounts
otherwise payable for such quarter pursuant to determinations made
under sections 3, 403, 1003, 1403, and 1603 of such act and under
section 1903 of such act (as added by section 121(a) of the bill)-will
be reduced to the extent that the State has not maintained expendi-
tures from State and local funds of at least the same amount as was
spent under its approved plans in a base period against which current
quarter expenditures would be measured.
The amount of the reduction, if any, for a current quarter would

be the amount by which--
(1) the excess of (A) the total of the Federal shares determined

for the State under all of the sections of the act referred to above
for such quarter over (B) the total of the Federal shares deter-
mined under sections 3, 403, 1003, 1403, and 1603 of the Act for
the same quarter of fiscal year 1965, is greater than

(2) the excess of (A) the total expenditures for the current
quarter under all of the State's approved plans (including its
plan under the new title XIX) over (B) the total of the expendi-
tures under all of its plans under titles I, IV, X, XIV, and XVI
for the same quarter of fiscal year 1965.

The new section 1117(a) also gives the State the option to substitute
(with respect to each of the quarters of any fiscal year) for the amount
determined under paragraph (1)(B) above-

(3) the total of the Federal shares determined for the State for
the same quarter in fiscal year 1964; or

(4) the average of the totals determined for each quarter in
fiscal year 1964 or fiscal year 1965.

If the State elects the substitution under paragraph (3), there will be
substituted for the amount determined under paragraph (2)(B)
the total expenditures under its plans approved under titles I, IV,
X, XIV, and XVI for the quarter referred to in paragraph (3). If the
State elects the substitution under paragraph (4) for either of the years
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referred to therein, there will be substituted for the amount deter-
mined under paragraph (2)(B) the average of the total expenditures
under such approved plans for each quarter in the same fiscal year.
Where the State has elected to substitute under paragraph (3) or (4),.
that election will apply with respect to all quarters in the fiscal year
for which the substitution (under par. (3) or (4), as the case may be)
has been elected.
The new section 1117(b) provides that expenditures under any or

all plans of a State approved under title I, IV, X, XIV, XVI, or XIX
(as added by the bill), and the reduction determined with respect
thereto under such section 1117, will be determined on the basis of
data in the quarterly reports of the State to thq Secretary pursuant
to and in accordance with his requirements under such titles; and
determinations so made will be conclusive for purposes of such new
section.
The new section 1117(c) provides that if a reduction is required

under section 1117 (a) and (b) in the total of the Federal shares
determined for a State under sections 3, 403, 1003, 1403, 1603, and
1903 (as added by the bill) for any quarter, the Secretary is to deter-
mine which of such amounts should be reduced and the extent thereof
in such way as he deems will best further the purpose of maintaining
State effort under the State's federally aided public assistance pro-
grams, and with the total of such reductions equaling the reduction
required under section 1117 (a) and (b).
SECTION 406. DISREGARDING OASDI BENEFIT INCREASE,
AND CHILD'S INSURANCE BENEFIT PAYMENTS BE-
YOND AGE 18, TO THE EXTENT ATTRIBUTABLE TO
RETROACTIVE EFFECTIVE DATE

Section 406 of the bill permits a State, notwithstanding the require-
ments in titles I, IV, X, XIV, and XVI of the Social Security Act
for the consideration of income and resources in determining need for
aid or assistance under a plan of the State approved under any such
title, to disregard the amount of any OASDI monthly insurance
payment (or payment under the Railroad Retirement Act of 1937 by
reason of sec. 326(a) of this bill) to a beneficiary which is attributable
to any one or more of the months between December 1964 and the
third month following the month in which this bill becomes law, but
only to the extent it is also attributable (1) to the increase in such in-
surance benefits resulting from the enactment of section 301 of the bill,
or (2) to the payment of child's insurance benefits after attainment of
age 18, in the case of children attending school, resulting from the
enactment of section 306 of the bill.
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SECTION 407. EXTENSION OF GRACE PERIOD FOR DIS-
REGARDING CERTAIN INCOME FOR STATES WHERE
LEGISLATURE HAS NOT MET IN REGULAR SESSION
Section 407 of the bill provides that, notwithstanding section 701

of the Economic Opportunity Act of 1964 (enacted August 20, 1964),
funds to which a State is otherwise entitled under the public assistance
titles of the Social Security Act (including title XIX as added by the
bill) for any period before the first month following the month of
adjournment of the State's first regular legislative session adjourning
after August 20, 1964, will not be withheld because of action taken
pursuant to a statute of the State which prevents the State from com-
plying with the requirements of section 701(a) of the Economic
Opportunity Act of 1964 (relating to the disregard of certain income
in determining need for federally aided public assistance).
SECTION 408. AMENDMENTS RELATING TO PUERTO

RICO, VIRGIN ISLANDS, AND GUAM

Section 408 (a) and (b) of the bill changes the limitation in section
1108 of the Social Security Act on payments to Puerto Rico, the Virgin
Islands, and Guam. These changes are effective for fiscal years
beginning on or after the date on which the plan of any such jurisdic-
tion under title XIX of such act (as added by the bill) is approved.
The section also makes conforming changes to section 1112 of the act.

SECTION 409. OPTOMETRISTS' SERVICES

Section 409 provides that whenever payment is authorized under
the Social Security Act for services that an optometrist is licensed to
perform, the beneficiary has the freedom to select the services of
either a physician skilled in diseases of the eye or an optometrist.
SECTION 410. ELIGIBILITY OF CHILDREN OVER AGE 18

ATTENDING SCHOOL

Section 410 of the bill amends section 406(a)(2)(B) of the Social
Security Act so as to permit Federal financial participation in State
payments of aid to families with dependent children for children age
18-21 regularly attending a school, college, or university. Provisions
of present law, which remain in effect, include children 18-21 if
they are regularly attending a vocational or technical training course
designed to fit them for gainful employment.
SECTION 411. DISREGARDING CERTAIN EARNINGS IN
DETERMINING NEED OF CERTAIN DEPENDENT
CHILDREN
Section 411 of the bill amends section 402(a) (7) of the Social Security

Act effective July 1, 1965, to permit a State, in determining need for
aid to familieswith dependent children, to disregard not more than
$50 per month of earned income of each dependent child under age 18
but not more than three in the same home.
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INDIVIDUAL VIEWS

The undersigned have joined in these following views opposing
enactment of the so-called medicare provisions of H.R. 6675 as
amended by the majority of the members of the Senate Finance
Committee.
We recognize as a fact that some of our aged citizens need govern-

mental assistance to meet the cost of adequate medical care. But
we are also convinced that many of the aged are capable of meeting
their medical costs without Government assistance; thus the best
solution has not been devised. We must oppose any legislation
which would derive its financing from a compulsory tax on first
dollars of wages earned by the Nation's working men and women
to pay the hospital and other medical bills of the well-to-do and
wealthy aged, most of whom are well able to meet such bills from
their own resources. Such legislation produces an unequitable and
unjustified tax burden on gross earnings of wage earners.

In addition, fiscal experts both in and out of the administration
concede that a $6.8 billion annual brake will be applied to the Nation's
economy. The $6.8 billion increase (to multiply in cost in later
years) will not even cover early year program costs according to
business actuaries and experts with experience in the health insurance
and health care fields. They can prove their contention from health
insurance claim experience and by the annual reports of countries
which have enacted compulsory government health programs.
Saskatchewan, for example, in less than 18 years shows an increase
of 200 percent in hospital utilization by its aged. No such estimates
were computed in arriving at an expected cost figure in this legisla-
tion. Costs in the British social security program have so sky-
rocketed that some responsible Englishmen prominent in the welfare
field are now advocating a change so that only the needy would be
aided in an effort to avoid bankruptcy of their entire welfare system.
Some advocates in this Congress, attempting to give assurance

that the medicare program won't impair the retirement funds, point
to the separate trust fund as though it would vouchsafe retirement
dollars. This is illusory. Congress 10 years ago provided a separate
trust fund for the disability program and our 10-year experience finds
us in this very legislation having to rob the retirement fund. It is
unfair that we impair the solvency of a program upon which many
retired persons and millions more to retire in the future depend, at
least as a retirement foundation.
We deplore the damage this legislation will do to our voluntary

private insurance system. Its immediate effect will destroy private
initiative for our aged to protect themselves with insurance against
the costs of illness. More than 60 percent of our aged now purchase,
without Government assistance, hospital and medical insurance.
This private effort will cease if Government benefits are given to all
aged. We anticipate that a Government health program for the aged
will be extended to additional age groups of the population by the
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same erroneous rationale which motivates the passage of this legisla-
tion to the extinction of the private insurance industry. A replace-
ment of private sector activity in the health insurance industry could
be repeated; in fact, other nations' experience dictates that it would
be repeated regarding private hospitals, private medical schools, ad
infinitum. The advocates of this legislation are already at work
pointing out how the step taken in this bill represents merely the
beginning of Government medical care for persons of all ages.
Compulsory Government health insurance is well along the way

through our legislative process against the advice of the two most
knowledgeable groups on the subject in our society-our physicians
and our insurance industry. Ironically, the proponents of the legis-
lation depend upon these two groups to make the legislation succeed.
The insurance industry is to provide the expertise in making the ar-
rangements with the providers of health services and health care, and
only the physicians can certify a beneficiary for benefits by declaring
his condition as "a medical necessity" requiring hospitalization,
nursing home care, diagnostic care, home health services, or physician
care.
We have urged the majority of the members of the committee to

look to other methods to avoid killing private responsibility, or at
least some degree of self-responsibility, including the use of deductibles
and coinsurance to hold down the cost and to eliminate the "smack
of socialism" implicit in a coverage-for-all program without avail.
We have warned against imitating foreign country government type
health programs, most of which have already experienced strife,
financial difficulty, and a deterioration of the quality of medical
excellence. We are proud of our medical system, which has producedthe greatest progress in prolonging life and reducing the incidence of
disease and sickness.
We plead that though the hour is late, it is never too late to do the

right thing. Let's consult with our great medical profession and
cease listening to voices of government witnesses who throughout the
world have sung the siren songs which have resulted in mediocre
government quality medicine replacing a far better system under
which a free medical profession can continue to produce medical
miracles for all mankind.

HARRY F. BYRD.
JOHN J. WILLIAMS.
WALLACE F. BENNETT.
CARL T. CURTIS.
THRUSTON B. MORTON.
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SUPPLEMENTAL VIEWS
The bill H.R. 6675, as reported by this committee, is a historic

landmark measure. It represents the greatest advance in social
legislation ever presented to the Congress of the United States. It
proves once again the great contributions the legislative branch of our
Government can make in improving and developing bold legislative
proposals out of recommendations submitted to it by the executive
branch.
The bill is a sign of America's maturity in facing up to its respon-

sibilities to not only the aged, but to the young and the needy of all
ages in our society. It gives us a threefold attack on the health cost
problem of the aged-vastly expanded programs of maternal and
child care-and long-overdue improvements in our welfare system.
The health insurance provisions of the bill reflect the belief that

Government action should not be limited to measures that assist the
aged only after they have become needy. The establishment of two
separate but complementary health insurance programs will contribute
greatly toward making economic security in old age a more realistic,
more nearly attainable goal for most Americans. Because most of the
aged could be expected to have the protection of the insurance pro-
gram, public assistance would be relieved of much of its present
burden. This would permit States to offer truly meaningful aid
under the improved medical assistance provisions of the bill, to the
few people who are in specially needy circumstances.

If the bill is lacking in any particular, it is that it fails to take a
basic step to complete insurance protection for the aged against truly
catastrophic illness. Despite the extension of inpatient hospital cov-
erage to 120 days and extended nursing home care and home health
visits, the individual suffering from an illness requiring even further
care will see his life savings disappear rapidly when his term of benefits
runs out. It is essential that insurance protection be extended to
cover such an individual.
Having included in the House-passed bill additional coverage at a

first year cost of $140 million, we should not lose this opportunity to
do the whole job-to cover the -most tragic cases-those cases of
catastrophic illness which few individuals are equipped to handle
alone. We can accomplish this for an additional $110 million first-
year cost, giving us the truly comprehensive health insurance pro-
tection our older citizens need and deserve.

ABE RIBICOFF.
VANCE HARTKE.
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ADDITIONAL VIEWS

In the course of the committee's consideration of the bill, I proposed
certain changes. Initially, these proposals were adopted by the com-
mittee; but, by subsequent action, the initial approval was reversed
and the proposals rejected. Because I believe these amendments
involved matters of importance, both for the substance of the program
of medical care for the aged at the present time and in the larger
context in which further legislation for medical care will be considered
in the future, I wish to record these considerations as I see them.

In proposing these amendments and pressing for their adoption
in the committee, I was, in fact, merely continuing to support the
same principles I have always favored. Last year, in the debate on
the floor of the Senate, I-stated my position as follows:

1 am willing to vote for more money to provide care for
those who have difficulty in paying for it themselves, but
this Senator is reluctant to vote for the complete dole.
The complete dole is a program under which a millionaire

might be placed on relief-and that is what it would amount
to-when the working people would be taxed in order to
provide medical care for the wealthy. The beneficiary
would not be required to pay 5 cents of his own money for
medical care. We would tax the general public to provide
care for people who are ready, able, and willing to pay for it
themselves.

Although I had earlier introduced in the Senate a rather broad
substitute for the House-passed bill, I concluded that this substitute,
despite its merits, had no chance of being adopted. I decided not to
proceed with my efforts to obtain support for the substitute proposal,
but to propose only limited changes. Accordingly, I proposed to the
committee the following two amendments. The second of these
amendments is described as it was later modified to simplify its
administration, rather than as it was initially considered by the
committee.

First, I proposed that the artificial limits in the bill on the hospital
care and associated services be eliminated. It makes no sense to me
to place such limits on these services unless it is clearly impracticable
to provide the needed financing. The need to be hospitalized, or in a
nursing home, is not determined by the ability of the patient to pay, or
have his bill paid for him; it is determined by his illness and other per-
sonal circumstances.

Personally, I shall never agree that the Government is meeting its
responsibilities if it is going to assume the major responsibility for
insuring that our citizens receive adequate medical care, so long as the
operation of the program places a doctor, and a hospital, in the
position of having to discharge a patient before, in their professional
judgment, he should be discharged. To me, it is as simple as that.
All I wanted to have placed in the bill was the provision that a patient
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because he was unable to pay his bill, would not be involuntarily dis-
charged from a hospital or nursing home until his doctor concluded
that he should be discharged.

Secondly, partly in order to provide the necessary financing without
increasing the social security tax, I proposed that the portion of the
cost of hospitalization and associated services to be paid by the patient
be made more flexible, and related directly to the ability of the patient
to pay. Instead of a flat deductible of $40 for everybody, regardless of
financial resources, I proposed the following schedules:

Deduct-
Income bracket be

$1,500 orless ----------------------------------------$40
$1,500 to $2,000-----------------------------------------------60
$2,000 to $3,000---------------------------- ---------- 125
$3,000 to $5,000---------. .....-....200$3,000 to $5,000-------------------------------------------200
$5,000 to $10,000---- --------------------- ------ 300
$10,000 and over .---_-__--------------------------------------- 500

I consulted the appropriate actuarial sources within the Depart-
ment of Health, Education, and Welfare and received assurances that
this proposal would provide sufficient additional revenues to make it
unnecessary to increase the social security tax at the present time,
and provide the protection for catastrophic illnesses which I was
seeking under my first proposal.

Despite the care with which I developed my proposals, and these
consultations with the HEW officials, I was viciously attacked in the
press as soon as it became known that the committee had voted to
support them. Mr. President, I should like to record some of the
irresponsible and even slanderous statements which appeared in
the press. Many of them were on the editorial pages of some of our
more prominent newspapers.
The Baltimore Sun, in its June 21 edition, headlined its editorial

"Long Versus Medicare." The Washington Post said that it was
my purpose to "gut" the bill. In an editorial on June 24, the St.
Louis Post Dispatch said my amendments were "apparently designed
to kill the health care legislation" under consideration. The New
York Times printed a letter to the editor which stated: "The only
object visible in Senator Long's behavior is the destruction of the
entire bill."
Another of the efforts of the Washington Post was an editorial in its

issue of June 19 entitled "Back to Charity." The Philadelphia
Bulletin headed its editorial of June 20 "This Is Medicare?" When
my proposals are understood, it will be easy to see that these attacks
were grossly unwarranted.
The Scripps-Howard papers, of which I saw only the Washington

News and the New York World-Telegram & Sun, titled their editorial
onslaught as "Medicare or Monstrosity?" This charge of creating
an "administrative monstrosity" was one of the principal criticisms
of my proposals, but I deny emphatically that this charge is even
remotely true. Let me explain just what was involved. To the
extent that additional administrative problems were introduced by
my amendments, they involved the difference in the deductible and in
determining in which of the six income brackets the individual
patient belonged. I gave close attention to these administrative
problems, and believe they could be handled readily.
As regards the difference in the deductible once the amount is

determined, I fail to see any serious difficulty. in any situation under
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the bill, the patient pays a certain amount of his charges; it is a simple
matter of arithmetic. It involves the simple accounting process of
subtracting the deductible from the total amount of the bill. If it is
argued that a complication is introduced because any hospitalization
immediately consumes the $40 deductible,, while the $500 deductible
might mean that the entire amount for a first hospitalization was paid
by the patient, thus making it necessary to carry over the amount
spent to apply on the next hospitalization, again no problem is posed
for the administrator of the program.
The patient has the responsibility of meeting the smaller bills and

accumulating them until he reaches a point where the Government
should start paying his bills. I see nothing wrong whatever with this,
especially as we are talking about aperson who has an annual income
of more than $10,000 per year, and, as will be noted below, almost
certainly has private insurance to cover far more than the amount of
$500 in hospital bills.
A more serious problem exists with regard to determining income.

If we were dealing with a matter of tax liability this argument would
indeed have some merit, and all we have to do is look at the staggering
size of the Internal Revenue Code and all the regulations and rulings
which the Internal Revenue Code has built up in seeking to achieve
complete equity between individuals under the tax laws. Fortu-
nately, we need not be concerned here with that degree of hair splitting;
instead we should turn for a precedent to the many other Government
programs which provide benefits to individuals, and into which pro-
visions have been written for determining income for the particular
purposes of the program.
What I proposed, therefore, was that the Secretary of Health,

Education, and Welfare be given free rein to handle this problem by
regulation, thus permitting him to minimize the administrative prob-
lems. I have no doubt that he could solve the problems, and am con-
fident that his Department and the other agencies which have ad-
ministered our social security laws in the past 30 years have solved
many that were far more complicated. In this case, however, -the
signals were set hard against my proposals, and mountains were made
out of mole hills.
Once the determinations were made as to what was to be included

or excluded in income, horrendous pictures were then drawn about the
difficulties of finding out what the truth was about each individual's
income in the immediately preceding period. What I propose is
what is done throughout the administration of social programs; you
accept the statement of the applicant, after the representative of the
agency has explained to him what the regulations of the Secretary say
should be included. In this case, he would need only to check which
one of the brackets his income fell within.
Such statements are made subject to the general fraud statutes of

the Federal Government, and violators could be found and prosecuted.
Indeed, they could be found more easily than under many other pro-
grams. The applicants, for the most part, will certainly have social
security numbers and will be asked to record them on their applica-
tions. Now that the Internal Revenue accounts are being completely
placed under the same number as the social security accounts are
under, and the whole process mechanized, all that is required is to
feed the number given by the applicant into the IRS machines and
press the button. The only violations which we would be seeking
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would be those who have understated their income, and we can be
certain that they are all in the upper five brackets of my proposal and
will, therefore, have filed returns. Again, I feel that the administra-
tive problems of enforcement were not a serious obstacle; they were
just made to seem to be.

In these efforts to find additional revenues to provide the additional
protection which is needed by placing the burden on those most able
to pay, I was struck by a rather curious situation. Usually, those
who are being asked to pay more complain bitterly. They rage and
rant that they are being victimized and discriminated against. In
this instance, those who were being handed the bill are those with the
most money, and we Democrats have long made much of the fact that
the Republicans are the protectors of this group of our citizens. Yet,
in the final showdown on the committee, every Republican on the
committee voted for my proposals, and no Democrat other than
myself voted for them. Those who boast of representing the interests
of the little people were being offered benefits for their clients, at the
expense of the clients of their political opponents, and they were
looking this gift horse in his mouth all the way down to his tail.
As I stated above, I was only partly seeking additional revenues

when I proposed that the deductibles be related to the income of the
individual patient. There are other reasons why this is justifiable,
and desirable in the present circumstances. In this country, con-
trary to the situation existing in Western Europe when those countries
adopted various forms of socialized medical care programs, we have
developed under private initiative a truly amazing program of sharing
the costs of our medical services on the insurance principle.

There is practically no employer of more than a few people who does
not provide some type of hospitalization protection for his employees.
For those who do not obtain protection m this way, it is one of their
first concerns, especially upon marriage, and individual policies are
available in virtually any combination of coverage.

Although the proportion of those over 65 who have such policies,
or coverage through union trust funds and other institutional arr. ige-
ments, is less than those in the more active worker age brackets, the
proportion is very high. Almost two out of every three persons over
65 who are not living in an institution of some kind have some type of
coverage. According to the Health Insurance Association of America,
at the end of 1963 more than 61 percent of those in this group were
protected in some measure, and virtually no policy fails to provide
less than 30 days of hospitalization. Such a minimum provision, even
averaged at $20 a day, will total more than the maximum deductible
under my proposal.

If we then consider the fact that virtually half of those over 65 are
in the first of the brackets under my proposal, and that they are the
ones who do not have protection under the private schemes, it is easy
to see why no one was screaming about victimization. Those who
would have to pay the higher deductibles under my amendment
already have insurance arrangements which would pay the deductible
for them, thus providing them with unlimited coverage at no cost to
themselves other than to continue to pay the premiums on their
existing policies. For those few who might not have this type of
protection, the insurance companies would undoubtedly have pro-
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vided a special policy, and the premium would certainly be well
within there means.
At the same time that no injustice would have been perpetrated,

and much needed protection would have been provided to our elder
citizens, we would also have been acting to avoid the destruction of
private arrangements which have thus far carried a burden the Federal
Government has not seen fit to assume until now. To me, it is
undesirable to thrust aside the results of this private initiative-unless
it is clearly not feasible to continue to provide some area for it to
operate in. Yet, that is what the present bill will do for those over
65; and, since it appears to be the intention of those who are pressing
this measure to extend its benefits under the same formula to those in
the lower age brackets, ultimately, the whole of this development may
well be swept away.
To summarize, the purposes my proposed changes were intended

to serve were:
(1) To provide now benefits under the medicare program which

are urgently needed, especially by those who are least able to pay.
I am certain that it win only be a matter of time until full catas-
trophic coverage is provided under part A of the legislation.

(2) To finance these additional benefits in a manner which is
in full accord with the principle of having the burden borne by
those who are best able to pay. Under existing circumstances
as explained, little in the way of a burden would have been added
in actuality.

(3) To retain, to the extent consistent with the objectives of
the medicare program and-to use to best advantage, the private
insurance coverage which already exists for hospitalization and
associated services. This purpose will become increasingly im-
portant as further extensions of the medicare program are
considered.

(4) To reassure the professional people on whose services
and dedication to the welfare of their patients the entire program
depends that continuing efforts will be made to keep a major
portion of medical care within the private sector. We read
almost daily of strikes and other disruptions of medical services
in such countries as Great Britain and Belgium, even though
these countries did not have the private insurance programs for
their protection which now exist here. I believe we should try
strenuously to handle the program in this country in a manner
which will obtain the greatest degree of cooperation from our
doctors and nurses, who are deeply and justifiably disturbed at
the prospect of having the Federal Government determine their
pay and other conditions of employment.

The committee bill is a good bill as it is being reported, however,
and I am in favor of the program which it will initiate. It is, in fact,
one of the most important measures to be considered by Congress in
many years. It is my intention, as floor manager, to support the
committee bill and to see it through to passage by the Senate and by
this Congress.

RUSSELL B. LONG.
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SUMMARY TABLES OF OASDI AND HOSPITAL INSURANCE TAX RATES, ESTIMATED AGGREGATE TAXES, AND
AMOUNT OF COMBINED TAX ON EMPLOYER AND EMPLOYEE AT MAXIMUM EARNINGS LEVEL

TABL 1.-Tax rate, tax base, and tax amount applicable to employers and employees (each) under present law and under House and Senate
Finance Committee versions of H.R. 6676-Old age, survivors, and disability insurance program 1966-87 and after

Tax per employee with wage equal to base wage under Finance Committee bill
Tax rate-Employer and
employee (each) (percent) Tax base

Amount of tax Increase under Increase under Finance
Year House bill Committee bill

Under Under Under Under Under Under Under Under Under Over Over Oer
p t House Finance present House Finance present House Finance pret Over present H Over
law bill Commit- law bill Commit- rw bill Commit- law 1966 law bill 1966

tee bil teeblll teebill

196W ---------------- 3.825 3625 3.25 $4 300 $4800 $4,800 $174 $174.00 $174.000--------- . .196L...--- ------------- --....4.125 4.00 0 0 e0 80 4, 5, 00 198 224. 0 24..00 $50.0 $6.0 010 $ 10
1M7----------------------4.1 4.000 3.80 4, 800 5,600 6.00 198 224.00 2 4.10 X.00 50 0 10 0.1010
1M8-.... --------- 4.625 4.000 3.80 4,800 5,600 6,600 222 22 00 25410 Z00 5.00 32.10 310 80 10
196-70. ------------- .625 4.400 4450 4800 5,600 0eo0 m 2( .40 293.70 2 40 72.40 71.70 47.30 11. 70

1-72 ...---------------. 4.625 4.400 4.4 4,800 6,60 6,00 2 29040 293.70 68.40 116.40 71.70 330 119.70
197-7 .-- ------------------- 45 4.800 4.900 4,800 6,600 0 s22231.80 32 40 9C 80 14280 101.40 &60 140.40
19-7.-.-------------6 48 400. 4,800 6,600 8,600 222 318 80 2.4 94.80314280 10L4 .so 1l0140
11804M.. 4----------4.625 4.800 4.9 00 ,6- 6,00 222 31.801 .094.4080 142.80 101.40 660 140 40
19 and afte -- ------ -- 4.25 4.800 4900 4,800 6,000 600 222 318.80 323.40 94.80 142.80 101.40 60 140 40

I

0

oa

I m oyr pay seme amouno~t on behalf ofsuch employees. Souarcle: Staff of the Joint Commtte n Internal Revenue Taxation.
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TABLz 2.-Tax rate, tax base, and tax amount -applicable to self-employed persons under present law and under House and Senate Finance
Committee versions of H.R. 6676-Old age, survwors, and disability insurance program 1965-87 and after

Tax rate (percent) Tax base Tax per self-employed person with earnings equal to base earnings under
Finance Committee bill

Amount of tax Increase under Increase under Finance
House bill Committee bill

Year Under Under
Under Under Finance Under Under Finance
present House Com- present House Com- Under
law bill mittee law bill mittee Under Under Finance Over Over Over Over Over

bill bill present House Cor- present 1965 present House 1966
law bill mittoe law law bill

bmbill

196 ------------------- - 5.4 5.4 5.4 $800 $800 $4,800 $259.20 $259.20 $269.20.-- ----------

1966---------- ------- 6.2 6.0 5.8 4800 ,600 6,600 297.60 336.00 382.80 $3 .40 $76.80 $85.20 $4680 $12S60
1967----------------------- .2 6.0 .8 4,800 00 6600 297.60 36.00 38280 38.40 76.80 86.20 40.80 1260
1968- - --------- -- - 6.9 6.0 5.8 4,80 5,600 6,600 331.20 36.00 82.80 4.80 76.80 1. 60 4.80 M3.60
1969-70------------.--------- 6.9 .66 6.7 4,80 60 600533L20 369.60442.20 40 1 4011.ll072.80 18300
1971-72----------------------- 6.9 6.6 6.7 4,800 6,600 6,600 331.20 435.60 442.20 104.40 176.40 111.00 6.60 18 00
1973-75------ ------------- 6. 9 7.0 7.0 4800 6,600 6.600 331.20 462. 00462 00 130.80 2.80 130.80 0 202.80
1976-79----- ---------------- 6.9 7.0 7.0 4,80 6.600 6 331.20 42.00 462. 00 130.80 202.80 130.80 0 202.80
190----------- 6.9 7.0 7.0 4,800 6,600 600 331.20 462.00 46200 130.80 202.80 130.80 0 202.80
1987 and after----- --------- 6.0 7.0 7.0 . 4,800 6600 6,600 320.42.006 00 1308033202.80130.880 0 202.80

Source: Staff of the Joint Committee on Internal Revenue Taxation.
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TABLE 3.-Tax rate, tax base, and tax amount applicable to employers, employees,
and self-employed persons under the House and Senate Finance Committee versions
of H.R. 6676-Basic hospital insurance program, 1966-87 and after

Tax on employer, employee, and self-employed (each)

Under House bill Under Senate Finance Committee
Year bill

Tax rate Tax base Tax Tax rate Tax base Tax
(percent) amount I (percent) amount

1966-------- --------------- ---------------------------------- ------- ------------ ------------

1966.-------- ---------------- 0. 36 $6,00 $19.60 0.328 6600 $21. 45
1967.----------------.------ 0 ,O00 28.00 .00 6,00 33.00
1968---.--------------------- .600 28 .05, 33.00
199-70,..----------------- .50 ,600 28.00 .800 6,00 33.00
1971-72.------------------- .50 6,00 38.00 .550 6,00 36 30
1973-7 -------------------- 600 36.3.00 600 39.60
1976-79------------------- .60 0 39.00 .60 ,6CO 42.90
196 .------------------ .70 6,600 4 20 .70 6,600 49.80
1967 and after.----------80 6,00 52.80 .80 6600 86 10

I For each self-employed person and employee with earnings or wage equal to or in excess of the tax
base; employers pay same amount on behalf of such employees.
Source: Staff of the Joint Committee on Internal Revenue Taxation.

TABLE 4.-Estimated aggregate taxes on employers, employees, and self-employed
persons under present law and under House and Senate Finance Committee versions
of H.R. 6675-Old-age, survivors, and disability insurance program, 1965-70,
1976, 1980, 1990, 2000, and 2025 and basic hospital insurance program, 1966-76,
1980, 1986, and 1990

[In billions]

Present law House bill Finance Committee bill

Old- Old- Old-
age Disa- age Dits- Basic age Disa- Basic

Year and bllty and bility hospital and blity hospital
survt- insur- survi- insur- insur- survi- Insr- insur-
vors anoe Total vors anoe ance Total vors nance anoe Total
Insur- pro- Insur* pro- pro- Insur- pro- pro-
ano gram ance gram gram anoe gram gram
pro- pro- pro
gram gram gram

1965------- $180 $1.2 $17.2 $16.0 $1.2 ---- $17.2 $1l 0 $1.2 ---17.2
19 ...---. 18M 1.2 19.7 18. 1.8 $1 81.8 $1. 22.1
1967------ 19.4 1.3 20.7 19.7 2.0 2.6 24.3 20.5 2.0 2.8 26.3
1968---- 22.2 1.3 23.5 20.3 2.1 2.8 2.2 21.3 2.1 3.0 26.4
1969..-- 23.3 1.3 24.6 22.9 2.2 2.9 28.0 26.2 2.2 3.1 30.5
1970----- 24.0 1.4 2.4 24.0 2.2 3.0 29.2 26.7 2.3 3.2 32.2
1971 ---- 24.6 1.4 26.0 26.9 2.4 3.3 81.6 27.5 2 4 3.6 33.
1972----- 28.2 1.4 26.6 27.2 2.. 3. 88.2 28.4 2.4 3.8 84.6
1973---- () (I) ) 0) 3)3.9 1 t) (0 4.3
1974-(-)-) 0) ( 1) 4.1 ( 4.6.
197 ------ 24.6 1.4 0 .4I2.4 4.8 29.1 2.2 4.7
1980-------226.8 1.5 228.0 ' 0.7 '2.6 6.1 81.8 '2.4 6.6 *

1985------- () (») 0) () 7.0 »)(9)(08 7.85
1990 ...391.720 I .1 '8 .0 .0 8 .6
2000...-- 85. 2 '2.0 37.2 '40.7 '3.6 () () 41.8 3.2 )
2025.--- '43.7 '2. '4.2 '60.6 '4.8 () ) '1.8 4.0 (

I Not available.
' These are long-raags estimates which assume levelearnngs trends in the future: all other estimates are

short-rang estimates which assume increased-earnngs from year to year.
' Since the constituents of these totals represent longrange and sor-range estimates they are not com-

bined here.
Source; Compiled by staff of the Joint Committee on Internal Revenue Taxation from data supplied by

Social Security Administration.

9.869604064

Table: Table 3.--Tax rate, tax base, and tax amount applicable to employers, employees, and self-employed persons under the House and Senate Finance Committee versions of H.R. 6675--Basic hospital insurance program, 1965-87 and after
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TABLz 5.-Combined taz rate on employer and employee under present law and under House and Senate Finance Committee versions of H.R. 6675-Old-age, survivors, and disability insurance program and basic hospital insurance program, 1965-87 and after
[In percent]

Combined tax rate on employer and employee

Oldge, aurvivo, and dis Badc hospital nsurane Oldage, survivors, and disability Insurance program and badc hospital insuranceability nurance program program program

Under
present
law

Under
House
bill

Under
Finance
Commit-
tee bill

Under
present
law

Under
House
bill

Under
Finance
Commit-
tee bill

Under
present
law

Under
House
bill

Under
Finance
Commit-
tee bill

Change under
House bill

Over
present
law

Over
1965

Change under Finance
Committee bill

Over
present
law

Over
House
bill

Over
1965

s195. . .........................7.25 7.25 7 .257.--------- 7.25 7.16M.-------------------- 8.25 8.00 7.70 ---- 070 0.65 8.25 8.70 8.35 +0.45 +4 +0.10--035 +1.101W 8----25 800 7.70 --- L0 L &.2 9.00 8.70 +.75 1.75 +.46 -.30 +.45O1-----------8--------- 265 8.00 7.70---- L0 1.00 9 25 9.00 8.70 -.25 +7 -.L7--.530-. - 45190- 0------------- .25-80-90-1. L00 9.25 9.80 9.90 +. 2.55 +.65 .10 -2.1-72------------------80 890 ---- L10 980100010 9 1000 +2.55 +.75 -.20 -2 719 ------------------------ 9.25 9. 0 9.80 - 1.10 1.20 9.25 10.70 11. 0 - 455 -3.5 +L 75 -.30 -- 757,-.-7 -9.-25 9.60 .80 ----0 L. 0 9.26 10 80 11. 0 +-L 5 +3. 5 +1.85 30 -385--------------------- 25 9.60 9.80 ----- L 40 1.50 925 1100 1L 30 +L75 .75 05 01987 andl --------------09.259 80 .-----60 L70 9.25 11.20 11.50 +1.9+6-3. --25 +.-0 -2
-

0

1-J0
O
ci0

a

0

I-
o

cm

Source: 8taff of the Joirt Committee on Internal Revenua Taxation.

Year

_ _

! f X-

9.869604064

Table: Table 5.--Combined tax rate on employer and employee under present law and under House and Senate Finance Committee versions of H.R. 6675--Old-age, survivors, and disability insurance program and basic hospital insurance program, 1965-87 and after
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TABIL 6.-Combined tax on employer and employee under present law and under House and Senate Finance Committee versions of H.R. 6675 -
Old-age, survivors, and disability insurance program and basic hospital insurance program, 1965-87 and after

Combined tax on employer and employee

Old-age, survives, and dis- Basic hospital surae Oldage, survivors, and diablity insurance program and basc hosptal
ability nsurane program program insurance program

Year
Increase under Increase under Finane

Under Under Under House bill Committee bill
Under Under Finance UndF der Under Finance ___
present House Commit- present e Co p tHoose Commit-

lapr bill tee billlewbill tee bill law bill tee bill Over Over Over Over Over
present 1965 present House 1965
law law bill

IM------------------------- ----- -----IM.00---------------- S. M0$00------- -------------- --------------------------

19.8.----------------...... 444.00 448.00 508.20 - ..---.. .00 6 .00 504.00 574.20 60.00 156.020 155.120 70.20 .20.10
19M ------------ ----- 3Q00 448.00 50.20 ------ W 66 0Q38&00 50 .00 674.20 108.00 156.00 178.20 70.20 26lSMB------ ---- 444.00 448.00 08. 20 ------ M600 66.00 444. 00 574. 20 60.00 156 00 130.20 70.20 226.20
196-70--------------- .444.00 492.80 587.40 ---.----5 00 66.00 444.00 548.80 653.40 104.80 200.80 209.40 104. o 30.40
1971-72--..--------.-- 444.00 58.808 587.40s ----- 66 00 72.0 444.00 64680 660.00 202.80 298.80 216.00 13.20 31200
1 173-75-----.------. 444.00 060 64680 7.----- 7200 79.20 444.00 706.20 726.00 262.20 38.200 282.00 19.80 378.00
1976-798---.....------ 444.00 6.0 64680 - ...-- 79.20 86.80 444.00 71280 732.60 268.80 364.80 288.60 19.80 38. 60
190-6------ ..----..-- 44400 63.60 646.80--.---- 92.40 99.00 444.00 726 00 745.80 2820 0 08 301.80 19.80 387.801987 ud after------t...- 444.00 688.60 646.80 ---106.60 112.20 444.00 739.20 759.00 295.20 391.20 315.00 19.80 411.00

,Fo,,po~wi,,,wageuatorIn,,,othtxasunerth,,,as Fa ,our,,8 ,o,,he ontCoiteeonI.t.nl.evnueTaao,

0
00U

C'i

0
r4

a

co

Source: S~taff of the Joint Committee on Intera Revenue Tax~ation.I Foremployee with wage equalito or in excess ofthe tax baste under the Slenate Finasr--
Comite bflL

9.869604064

Table: Table 6.--Combined tax on employer and employee under present law and under House and Senate Finance Committee versions of H.R. 66751--Old-age, survivors, and disability insurance program and basic hospital insurance program, 1965-87 and after
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288 SOCIAL SECURITY AMENDMENTS OF 1965

SUMMARY TABLE OF FULL YEAR BENEFIT COSTS, NUMBER OF
PERSONS AFFECTED AND EFFECTIVE DATE OF ITEMS WITH COST
IMPORTANCE IN H.R. 6675, FINANCE COMMITTEE VERSION

Item

BHALTH CARE PROORAMS (1967)
1. Basic hospital...................
2. Voluntary supplementary....
3. MAA liberalization..............

Health care total.......
OASDI AMnNDMENTS (1968)

7 percent benefit increase........

Child's benefit to age 22....-----
Broader.definitlon of child.....--.
Child disabled at ages 18-21........
Reduced age for widows-...-----
Special benefits at age 72.------
Disability definition ----.....
Retirement test-----------------

OA8DI total.---------
PUBLIC ASBTANCE AND
CHILD HEALTH (1966)

Increase In formula------.8---
TB and mental exclusion...-----
Maternal and child health, crippled
children, special project grants,
study.

OAA income exemption...----MAA defintion.----------.---
Mental retardation projects ------

Aid to families with dependent
children earnings exemption.

Aid to the permanently and totally
disabled earnings exemption.

Child welfare services..- -- ...

Public assistance total ..---

Grand total payroll Insur-
ance.

Grand total general revenue_-

Trust
fund

$2,368

82,358

General
Treasury

$285
1600
200

1,085

1,470 .--------

195 I-------
10

10
(3)

140
40

sgo690

2,455

.........

4813

Number of persona
affected

17,000,000 insured,
+2,000,000 uninsured.
16,900,000 estimated 1..
8,000,000..--------

...~.. ..................

20,000,000 .--.......

296,000 children.......
20,000 children and
mothers.

--.do.---------
185,000 widows........
355,000 aged--------
60,000 workers and
dependents.

850,000 ....-..----

Effective date

July 1966.

January 1967.
January 1966.

January 1965 (retro-
active).
Do.

2d month after month
of enactment.
Do.
Do.
Do.
Do.

Taxable years ending
after 1965.

150 7,200,000 .----- January 1966.
75 100,000 to !50,000-- Do.
61 No estimate available. Fiscal 1966.

1
2
3
1

1

5

299

1,384

..-do-------
---do.-.--------
-- do.............
3,500 children ..--.--

5,000 persons ........

No estimate-................................. Jan. 1, 1966.
July 1, 1965.
Fiscal 1966.
July 1, 1965.

Jan. 1, 1966.

Fiscal 1966.

I Based on an averaging of low- and high-oost estimates, and on averaging estimates of participation (873
percent). Total benefit expenditure would be about $1 billion, with participants contributing $600,000,000.

s1st year benefit expenditures not reflected in cost. table: $165 000,000 for widows benefit 1st year (no
long-ter cost) $00,000,000 In Individual contributions for voluntary supplemental health plan.

* Excludes administrtlve cost.

0

__

I I I I

9.869604064

Table: Summary Table of Full Year Benefit Costs, Number of Persons Affected, and Effective Date of Items With Cost Importance in H.R. 6675, Finance Committee Version
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Calendar No. 389
89rr CONGBEiR SENATE J REPT. 404

18t Ses8ion Part JI

SOCIAL SECURITY AMENDMENTS OF 1965

JUNB 30 (legislative day, JUNE 29), 1965.-Ordered to be printed

Mr. LONG of Louisiana, from the Committee on Finance, submitted
the following

REPORT
[To accompany H.R. 6675]

The Committee on Finance, to whom was referred the bill (H.R.
6675) to provide a hospital insurance program for the aged under
the Social Security Act with a supplementary health benefits program
and an expanded program of medical assistance, to increase benefits
under the old-age, survivors and disability insurance system, to
improve the Federal-State public assistance programs, and for other
purposes, having considered the same, report favorably thereon with
amendments and recommend that the bill do pass.

PART II

CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown as follows (existing law proposed to be omitted is enclosed in
black brackets; new matter is printed in italic; existing law in which
no change is proposed is shown in roman):
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SOCIAL SECURITY AMENDMENTS OF 1965

SOCIAL SECURITY ACT
TITLE I-GRANTS TO STATES FOR OLD-AGE ASSISTANCE

AND MEDICAL ASSISTANCE FOR TIHE AGED
* * * * * * *

State Old-Age and Medical Assistance Plans

Sec. 2. (a) A State plan for old-age assistance, or for medical
assistance for the aged, or for old-age assistance and medical assist-
ance for the aged must-

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon
them;

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a

single State agency to administer the plan, or provide for the
establishment or designation of a single State agency to super-
vise the administration of the plan;

(4) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for assist-
ance under the plan is denied or is not acted upon with reason-
able promptness;

(5) provide such methods of administration (including meth-
ods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Secretary shall exer-
cise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the
correctness and verification of such reports;

(7) provide safeguards which restrict the use or disclosure
of information concerning applicants and recipients to purposes
directly connected with the administration of the State plan;

(8) provide that all individuals wishing to make application
for assistance under the plan shall have opportunity to do so,
and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;

(9) provide, if the plan includes assistance for or on behalf
of individuals i private or public institutions, for the establish-
ment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for such institutions;

(10) If the State plan includes old-age assistance-
(A) provide that the State agency shall, in determining

need for such assistance, take into consideration any other
income and resources of an individual claiming old-age assist-
ance, as well as any expenses reasonably attributable to the
earning of any such income [; except that, in making such
determination, of the first $50 per month of earned income

290



SOCIAL SECURITY AMENDMENTS OF 1965

the State agency may disregard, after December 31, 1962,
not more than the first $10 thereof plus one-half of the re-
mainder]; except that, in making such determination, of the
first $80 per month of earned income the State agency may dis-
regard not more than the first $0 thereof plus one-half of the
remainder;

(B) include reasonable standards, consistent with the
objectives of this titlet for determining eligibility for and
the extent of such assistance; and

(C) provide a description of the services (if any) which
the State agency makes available to applicants for and recip-
ients of such assistance to help them attain self-care, includ-
ing a description of the steps taken to assure, in the provision
of such services, maximum utilization of other agencies pro..
viding similar or related services; [and]

(11) if the State plan includes medical assistance for the aged-
(A) provide for inclusion of some institutional and some

noninstitutional care and services;
(B) provide that no enrollment fee, premium, or similar

charge will be imposed as a condition of any individual's eli-
gibility for medical assistance for the aged under the plan;

(C) provide for inclusion, to the extent required by regu-
lations prescribed by the Secretary, of provisions (conform-
ing to such regulations) with respect to the furnishing of
such assistance to individuals who are residents of the State
but are absent therefrom;

(D) include reasonable standards, consistent with the ob-
jectives of this title, for determining eligibility for and the
extent of such assistance; and

(E) provide that no lien may be imposed against the prop-
erty of any individual prior to his death on account of medi-
cal assistance for the aged paid or to be paid on his behalf
under the plan.(except pursuant to the judgment of a court
on account of benefits incorrectly paid on behalf of such indi-
vidual), and that there shall be no' adjustment or recovery
(except, after. the death of such individual.and his surviving
spouse, if any, from such individual's estate) of any medical
assistance for the aged correctly paid on behalf of such indi-
vidual under the plan[.];

(12) if the State plan includes assistance to or in behalf of indi-
iduals who are patients in institutions for mental diseases-

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as may
be necessary or carrying out the State plan, including arrange-
ment8 for joint planning andfor development of alternate meth-
ods of care, arrangements providing assurance of immediate
readmittance to institutions where needed for individuals under
alternate plans of care,and arrangements providing for access
to patients and facilities, for furnishing information, and for
making reports;

(B) provide for an individual plan for each such patient to
assure that the institutional care provided to him is in his best
interests, including, to that end, assurances that there Wul be
initial and periodic remew of his medical and other needs, that
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he will be given appropriate medical treatment within the insti-
tution, and that there will be a periodic determination of his
need for continued treatment in the institution;

(C) provide for the development of alternate plans of care,
making maximum utilization of available resources, for re-
cipients who would otherwise need care in such institutions,
including appropriate medical treatment and other assistance;
for services referred to in section 3(a)(4)(A) (i) and (ii) which
are appropriate for such recipients and for such patients; and
for methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

(D) provide methods of deterrAoing the reasonable cost of
institutional care for such patients; and

(13) if the State plan includes assistance to or in behalf of patients
in public institutions for mental diseases, show that the State is
making satisfactory progress toward developing and implementing a
comprehensive mental health program, including provision for
utilization of community mental health centers, nursing homes, and
other alternatives to care in public institutions for mental diseases.

(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that he shall not approve
any plan which imposes, as a condition of eligibility for assistance
under the plan-

(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which (A) in the case of appli-

cants for old-age assistance excludes any resident of the State who
has resided therein five years during the nine years immediately
preceding the application for old-age assistance and has resided
therein continuously for one year immediately preceding the ap-
plication, and (B) in the case of applicants for medical assistance
for the aged, excludes any individual who resides in the State; or

(3) any citizenship requirement which excludes any citizen of
the United States.

(c) Nothing in this title shall be construed to permit a State to have
in effect with respect to any period more than one State plan approved
under this title.

Payment to States

Sec. 3. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has a plan approved
under this title, for each quarter, beginning with the quarter com-
mencing October 1, 1960-

(1) in the case of any State other than Puerto Rico, the VirginIslands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended [during such quarter]
during each month of such quarter as old-age assistance under the
State plan (including expenditures for premiums under part B
of title XVIII for individuals who are recipients of money pay-
ments under such plan and other insurance premiums for medical
or any other type of remedial care or the cost thereof)-

(A) (29/351 S1/37 of such expenditures, not counting so
much of any expenditure with respect to [any month] such
month as exceeds the product of [$35] $S7 multiplied by the
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total number of recipients of old-age assistance for such
month (which total number, for purposes of this subsection,
means (i) the number of individuals who received old-age
assistance in the form _of money payments for such month,
plus (ii) the number of other individuals with respect to
whom expenditures were made in such month as old-age
assistance in the form of medical or any other type of
remedial care); plus

[(B) the Federal percentage (as defined in section 1101
(a)(8)) of the amount by which such expenditures exceed
the maximum which may be counted under clause (A), not
counting so much of any expenditure with respect to any
month as exceeds the product of $70 multiplied by the total
number of such recipients of old-age assistance for such
month; plus

[(C) the larger of the following; (i) the Federal medical
percentage (as defined in section 6(c)) of the amount-by
which such expenditures exceed the maximum which may
be counted under clause (B), not counting so much of any
expenditure with respect to any month as exceeds (I) the
product of $85 multiplied by the total number of such recipi-
ents of old-age assistance for such month, or (II) if smaller
the total expended as old-age assistance in the form of medical
or any other type of remedial care with respect to such month
plus the product of $70 multiplied by 'such total number of
such recipients, or (ii) 15 per centum of the total of the
sums expended during such quarter as old-age assistance
under the State plan in the form of medical or any other
type of remedial care, not counting so much of any expendi-
ture with respect to any month as exceeds the product of $15
multiplied by the total number of such recipients of old-age
assistance for such month;]

(B) The larger of the following:
(i) (I) the Federal-percentage (as defined in section

1101(a)(8)) of the amount by which such expenditures
exceed the amount which may be counted under clause (A),
not counting so much of such excess with respect to such
month as exceeds the product of $8 multiplied by the total
number of recipients of old-age assistance for such month,
plus (II) 16 per centum of the total expended during such
month as old-age assistance under the State plan in the
form of medical or any other type of remedial care, not
counting so much of such expenditure with respect to such
month as exceeds the product of $15 multiplied by the total
number of recipients ofold-e assistancefor such month, or

(ii) (I) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maximum which may be counted under clause
(A), not counting so much of any expenditures with respect
to such month as exceeds (a) the product of $52 multiplied
by the total number of such recipientsof old-age assistance
for such month, or (b) if smaller, the total expended as old-
age assistance in the form of medical or any other type of
remedial care with respect to such month plus the product
of $37 multiplied by such total number of such recipients,
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plus (II) the Federal percentage of the amount by which
the total expended during such month as old-age assistance
under the State-plan exceeds the amount which may be
counted under clause (A) and the preceding provisions of
this clause (B) (ii), not counting so much of such excess
with respect to such month as exceeds the product of $38
multiplied by the total number of such recipients of old-age
assistance for such month; --

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to-

(A) one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan
(including expenditures for premiums under part B of title
AVIIIfor individuals who are recipients of money payments
under such plan and other insurance premiums for medical
or any other type of remedial care or the cost thereof,) not
counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of
recipients of old-age assistance for such month; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maxi-
mum which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as
exceeds (1) the product of $45 multiplied by the total num-
ber of such recipients of old-age assistance for such month, or
(II) if smaller, the total expended as old-age assistance in
the form of medical or any other type of remedial care with
respect to such month plus the product of $37.50 multiplied
by the total number of such recipients, or (ii) 15 per centum
of the total of the sums expended during such quarter as old-
age assistance under the State plan in the form of medical or
any other type of remedial care, not counting so much of any
expenditure with respect to any month as exceeds the product
of $7.50 multiplied by the total number of such recipients of
old-age assistance for such month;

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedial care
or the cost thereof); and

(4) in the case of any State whose State plan approved under
section 2 meets the requirements of subsection (c) (1), an amount
equal to the sum of the following proportions of the total amount
expended during such quarter as found necessary by the Secretary
of Health, Education, and Welfare for the proper and efficient
administration of the State plan-

(A) 75 per centum of so much for such expenditures as are
for-

(i) services which are prescribed pursuant to sub-
section (c)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of assis-
tance under the plan to help them attain or retain
capability for self-care, or (ii) other services, specified
by the Secretary as likely to prevent or reduce de-
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pendency, so provided to such applicants or recipients, or
(iii) any of the services prescribed pursuant to sub-

section (c)(l), and of the services specified as provided
in clause (ii), which the Secretary may specify as
appropriate for individuals who, within such period or
periods as the Secretary may prescribed have been or are
likely to become applicants for or recipients of assistance
under the plan if such services are requested by such
individuals and are provided to such individuals in
accordance with the next sentence, or

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdi-
vision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of assistance under the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to be-
come applicants for or recipients of such assistance; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall in-
clude only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the po-
liticial subdivision: Provided, That no funds authorized
under this title shall be available for services defined as voca-
tional rehabilitation services under the Vocational Re-
habilitation Act (i) which are available to individuals in
need of them under programs for their rehabilitation carried
on under a State plan approved under such Act, or (ii) which
the State agency or agencies administering or supervising the
administration of the State plan approved under such Act,
are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under subparagraph (E), if
provided by such staff, and

(E) subject to limitations prescribed by the Secretary,
services which in the judgment of the State agency can-
not be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or

agencies administering or supervising the administration
of the State plan for vocational rehabilitation services ap-
proved under the Vocational Rehabilitation Act or by any
other State agency which the Secretary may determine to be
appropriate (whether provided by its staff or by contract
with public (local) or nonprofit private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the ad-
ministration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
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tration of the State plan to which subparagraph (A) applies and
tile portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 2 does not meet the requirements of subsection (c) (1), and
amount equal to one-half of the total of the sums expended dur-
ing such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accord-
ance with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be as
follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection, and stating the amount appropriated or made avail-
able by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State's
proportionate share of the total sum of such estimated expendi-
tures, the source or sources from which the difference is expected
to be derived, (B) records showing the number of aged individ-
uals in the State, and (C) such other investigation as the Secre-
tary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so
estimated by the Secretary of Health, Education, and Welfare,
(A) reduced or increased, as the case may be, by any sum by
which the Secretary of Health, Education, and Welfare finds
that his estimate for any prior quarter was greater or less than
the amount which should have been paid to the State under
subsection (a) for such quarter, and (B) reduced by a sum
equivalent to the pro rata share to which the United States
is equitably entitled as determined by the Secretary of Health,
Education, and Welfare, of the net amount recovered during
any prior quarter by the State or any political subdivision
thereof with respect to assistance furnished under the State
plan; except that such increases or reductions shall not be
made to the extent that such sums have been applied to make
the amount certified for any prior quarter greater or less than
the amount estimated by the Secretary of Health, Education,
and Welfare for such prior quarter: Provided, That any part
of the amount recovered from the estate of a deceased recip-
ient which is not in excess of the amount expended by the State
or any political subdivision thereof for the funeral expenses of
the deceased shall not be considered as a basis for reduction
under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department and prior to
audit or settlement by the General Accounting Office, pay to
the State, at the time or tunes fixed by the Secretary of Health,
Education, and Welfare, the amount so certified.
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(c) (1) In order for a State to qualify for payments under paragraph
(4) of subsection (a), its State plan approved under section 2 must
provide that the State agency shall make available to applicants for
recipients of old-age assistance under such State plan at least those
services to help them attain or retain capability for self-care which are
prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hearing
to the State agency administering or supervising the administration o f
such plan, that--

(A) the provision has been so changed that it no longer
complies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to
to comply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (4) of subsection (a) but shall instead be made,
subject to the other provisions of this title, under paragraph (5) of
such subsection.

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any quarter
which is attributable to expenditures unth respect to patients in institutions
for mental diseases shall be paid only to the extent that the State makes a
showing satisfactory to the Secretary that total expenditures in the State
from Federal, State, and local sources for mental health services (including
payments to or in behalf of individuals with mental health problems)
under State and local public health and public welfare programs for such
quarter exceed the average of the total expenditures in the State from such
sources for such services under such programs for each quarter of the
fiscal year ending June 30, 1965. For purposes of this subsection,
expenditures for such services for each quarter in the fiscal year ending
June 30, 1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at the time
of the first determination by him under this subsection for such. State;
and expenditures for such services for any quarter beginning after Decem-
ber 31, 1965, in the case of any State shall be determined on the basis of
the latest data, satisfactory to the Secretary, available to him at the time
of the determination under this subsection for such State for such quarter;
and determinations so made shall be concllsive for purposes of this
subsection.

* * * * * * *

Definitions
Sec 6. [(a) For the purposes of this title, the term "old-age assist-

ance" means money payments to, or (if provided in or after the third
month before the month in which the recipient makes application for
assistance) medical care in behalf of or any type of remedial care
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recognized under State law in behalf of, needy individuals who are
sixty-five years of age or older, but does not include-

[(1) any such payments to or care in behalf of any individual
who is an inmate of a public institution (except as a patient in a
medical institution) or any individual who is a patient in an insti-
tution for tuberculosis or mental diseases, or

[(2) any such payments to any individual who has been diag-
nosed as having tuberculosis or psychosis and is a patient in a
medical institution as a result thereof, or

[(3) any such care in behalf of any individual, who is a patient
in a medical institution as a result of a diagnosis that he has
tuberculosis or psychosis, with respect to any period after the
individual has been a patient in such an institution as a result of
such diagnosis, for forty-two days.]

(a) For the purposes of this title, the term "old-age assistance" means
money payments to, or (if provided in or after the third month before the
month in which the recipient makes application for assistance) medical
care in behalf of or any type of remedial care recognized under State law
in behalf of, needy individuals who are 65 years of age or older, but does
not include any such payments to or care in behalf of any individual who
is an inmate of a T/ublic institution (except as a patient in a medical insti-
tution). Such te'm also includes payments which are not included within
the meaning of ,such term under the preceding sentence, but which would
be so included except that they are made on behalf of such a needy indi-
vidual to another individual who (as determined in accordance with stand-
ards prescribed by the Secretary) is interested in or concerned with the
welfare of such needy individual, but only with respect to a State whose
State plan approved under section 2 includes provision for-

(1) determination by the State agency that such needy individual
has, by reason of his physical or mental condition, such inability to
manage funds that making payments to him would be contrary to his
welfare and, therefore, it is necessary to provide such assistance
through payments described in this sentence;

(2) making such payments only in cases in which such payments
will, under the rules otherwise applicable under the State plan for
determining need and the amount of old-age assistance to be paid
(and in conjunction with other income and resources), meet all the
need of the individuals with respect to whom such payments are
made;

(3) undertaking and continuing special efforts to protect the wel-
fare of such individual and to improve, to the extent possible, his
capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such pay-
ments if they do not and for seeking judicial appointment of a
guardian or other legal representative, as described in section 111,
if and when it appears that such action will best serve the interests
of such needy individual; and

(6) opportunity for a fair hearing before the State agency on the
determination referred to in paragraph (1) for any individual with
respect to whom it is made.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following care
and services (if provided in or after the third month before the month
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in which the recipient makes application for assistance) for individ-
uals sixty-five years of age or older [who are not recipients of old-age
assistance] who are not recipient of old-age assistance (except, for any
month, for recipients of old-age assistance who are admitted to or dis-
charged from a medical institution during such month but whose income
and resources are insufficient to meet all of such cost-

(1) inpatient hospital services;
(2) skilled nursing-home services;
(3) physicians' services;
(4) outpatient hospital or clinic services;
(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;
(9) laboratory and X-ray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic

devices;
(11) diagnostic, screening, and preventive services; and
(12) any other medical care or remedial care recognized under

State law;
[except that such term does not include any such payments with
respect to-

[(A) care or services for any individual who is an inmate of a
public institution (except as a patient in a medical institution)
.or any individual who is a patient in an institution for tuberculosis
or mental diseases; or

[(B) care or services for any individual, who is a patient in a
medical institution as a result of a diagnosis of tuberculosis or
psychosis, with respect to any period after the individual has
been a patient in such an institution, as a result of such diagnosis,
for forty-two days.]

except that such term does not include any such payments with respect to
care or servicesfor any individual who is an inmate of a public institution
(except as a patient in a medical institution).

(c) For purposes of this title, the term "Federal medical percentage"
for any State shall be 100 per centum less the State percentage; and
the State percentage shall be that percentage which bears the same
ratio to 50 per centum as the square of the per capita income of such
State bears to the square of the per capita income of the continental
United States (including Alaska) and Hawaii; except that (i) the
Federal medical percentage shall in no case be less than 50 per centum
or more than 80 per centum, and (ii) the Federal medical percentage
for Puerto Rico, the Virgin Islands, and Guam shall be 50 per centum.
The Federal medical percentage for any State shall be determined and
promulgated in accordance with the provisions of subparagraph (B)
of section 1101(a)(8) (other than the proviso at the end thereof);
except that the Secretary shall, as soon as possible after enactment of
the Social Security Amendments of 1960, determine and promulgate
the Federal medical percentage for each State-

(1) for the period beginning October 1, 1960, and ending with
the close of June 30, 1961, which promulgation shall be based on
the same data with respect to per capita income as the data used
by the Secretary in promulgating the Federal percentage (under
section 1101(a)(8)) for such State for the fiscal year ending June
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30, 1961 (which promulgation of the Federal medical percentage
shall be conclusive for such period), and

(2) for the period beginning July 1, 1961, and ending with the
close of June 30, 1963, which promulgation shall be based on the
same data with respect to per capita income as the data used by
the Secretary in promulgating the Federal percentage (under
section 1101(a) (8)) for such State for such period (which promul-
gation of the Federal medical percentage shall be conclusive for
such period).
TITLE II-FEDERAL OLD-AGE, SURVIVORS, AND

DISABILITY INSURANCE BENEFITS

Federal Old-Age and Survivors Insurance Trust Fund and
Federal Disability Insurance Trust Fund

Section 201. (a) There is hereby created on the books of the
Treasury of the United States a trust fund to be known as the "Federal
Old-Age and Survivors Insurance Trust Fund". The Federal Old-Age
and Survivors Insurance Trust Fund shall consist of the securities held
by the Secretary of the Treasury for the Old-Age Reserve Account and
the amount standing to the credit of the Old-Age Reserve Account on
the books of the Treasury on January 1, 1940, which securities and
amount the Secretary of the Treasury is authorized and directed to
transfer to the Federal Old-Age and Survivors Insurance Trust Fund,
and, in addition, such amounts as may be appropriated to, or deposited
in, the Federal Old-Age and Survivors Insurance Trust Fund as herein-
after provided. There is hereby appropriated to the Federal Old-Age
and Survivors Insurance Trust Fund for the fiscal year ending June
30, 1941, and for each fiscal year thereafter, out of any moneys in the
Treasury not otherwise appropriated, amounts equivalent to 100 per
century of-

(1) the taxes (including interest, penalties, and additions to the
taxes) received under subchapter A of chapter 9 of the Internal
Revenue Code of 1939 (and covered into the Treasury) which are
deposited into the Treasury by collectors of internal revenue
before January 1, 1951; and

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chapter
9 of such Code which are deposited into the Treasury by collectors
of internal revenue after December 31, 1950, and before January
1, 1953, with respect to assessments of such taxes made before
January 1, 1951; and

(3) the taxes imposed by subchapter A of chapter 9 of such Code
with respect to wages (as defined in section 1426 of such Code),
and by chapter 21 (other than sections 3101(b) and 31S1(b)) of the
Internal Revenue Code of 1954 with respect to wages (as defined
in section 3121 of such Code) reported to the Commissioner of
Internal Revenue pursuant to section 1420(c) of the Internal
Revenue Code of 1939 after December 31, 1950, or to the Secre-
tary of the Treasury or his delegates pursuant to subtitle F of the
Internal Revenue Code of 1954 after December 31, 1954, as deter-
mined by the Secretary of the Treasury by applying the applicable
rates of tax under such subchapter or chapter 21 (other than sec-
tions 3101(b) and 3111(b)) to such wages, which wages shall be
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certified by the Secretary of Health, Education, and Welfare on
the basis of the records of wages established and maintained by
such Secretary in accordance with such reports, less the amounts
specified in clause (1) of subsection (b) of this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the Inter-
nal Revenue Code of 1939, with respect to self-employment in-
come (as defined in section 481 of such Code), and by chapter 2
(other than sectionl1401(b)) of the Internal Revenue Code of 1954
with respect to self-employment income (as defined in section 1402
of such Code) reported to the Commissioner of Internal Revenue
on tax returns under such subchapter or to the Secretary of the
Treasury, or his delegate on tax returns under subtitle F of such
Code, as determined by the Secretary of the Treasury by applying
the applicable rate of tax under such subchapter or chapter (other
than section 1401(b)) to such self-employment income, which self-
employment income shall be certified by the Secretary of Health,
Education, and Welfare on the basis of the records of self-employ-
ment-income established and maintained by the Secretary of
Health, Education, and Welfare in accordance with such returns,
less the amounts specified in clause (2) of subsection (b) of this
section.

The amounts appropriated by clauses (3) and (4) shall be transferred
from time to time from the general fund in the Treasury to the Federal
Old-Age and Survivors Insurance Trust Fund, and the amounts ap-
propriated by clauses (1) and (2) of subsection (b) shall be transferred
from time to time from the general fund in the Treasury to the
Federal Disability Insurance Trust Fund, such amounts to be deter-
mined on the basis of estimates by the Secretary of the Treasury of
the taxes, specified in clauses (3) and (4) of this subsection, paid to
or deposited into the Treasury; and proper adjustments shall be made
in amounts subsequently transferred to the extent prior estimates
were in excess of or were less than the taxes specified in such clauses
(3) and (4) of this subsection.

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the "Federal Disability In-
surance Trust Fund". The Federal Disability Insurance Trust Fund
shall consist of such amounts as may be appropriated to, or deposited
in, such fund as provided in this section. There is hereby appropriated
to the Federal Disability Insurance Trust Fund for the fiscal year
ending June 30, 1957, and for each fiscal year thereafter, out of any
moneys in the Treasury not otherwise appropriated, amounts equiva-
lent to 100 per centum of-

(1) % of 1 per centum of the wages (as defined in section 3121
of the Internal Revenue Code of 1954) paid after December 31,
1956, and before January 1, 1966, and reported to the Secretary
of the Treasury or his delegate pursuant to subtitle F of the
Internal Revenue Code of 1954, and 0.70 of 1 per centum of the
wages (as so defined) paid after December 31, 1966, and so reported,
which wages shall be certified by the Secretary of Health, Educa-
tion, and Welfare on the basis of the records of wages established
and maintained by such Secretary in accordance with such
reports; and

(2) % of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code
of 1954) reported to the Secretary of the Treasury or his dele-
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gate on tax returns under subtitle F of the Internal Revenue
Code of 1954 for any taxable year beginning after December 31,
1956, and before January 1, 1966, and 0.525 of 1 per centum of
the amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1966, which
self-employment income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of the records of
self-employment income established and maintained by the
Secretary of Health, Education, and Welfare in accordance with
such returns.

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (herein-
after in this title called the "Trust Funds") there is hereby created a
body to be known as the Board of Trustees of the Trust Funds (here-
inafter in this title called the "Board of Trustees") which Board of
Trustees shall be composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secretary of Health, Education, and
Welfare, all ex officio. The Secretary of the Treasury shall be the
Managing Trustee of the Board of Trustees (hereinafter in this title
called the "Managing Trustee"). The Commissioner of Social
Security shall serve as Secretary of the Board of Trustees. The
Board of Trustees shall meet not less frequently than once each [six
months] calendar year. It shall be the duty of the Board of Trustees
to-

(1) Hold the Trust Funds;
(2) Report to the Congress not later than the first day of

March of each year on the operation and status of the Trust
Funds during the preceding fiscal year and on their expected
operation and status during the next ensuing five fiscal years;

(3) Report immediately to the Congress whenever the Board
of Trustees is of the opinion that the amount of either of the
Trust Funds is unduly small;

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of
the old-age and survivors insurance and Federal-State unemploy-
ment compensation program; and

(5) Review the general policies followed in managing the
Trust Funds, and recommend changes in such policies, including
necessary changes in the provisions of the law which govern the
way in which the Trust Funds are to be managed.

The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust
Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust
Funds during each of the next ensuing five fiscal years, and a statement
of the actuarial status of the Trust Funds. Such report shall be
printed as a House document of the session of the Congress to which
the report is made.

(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to
meet current withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or in obligations
guaranteed as to both principal and interest by the United States.
For such purpose such obligations may be acquired (1) on original
issue at the issue price, or (2) by purchase of outstanding obligations
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at the market price. The purposes for which obligations of the
United States may be issued under the Second Liberty Bond Act, as
amended, are hereby extended to authorize the issuance at par of
public-debt obligation for purchase by the Trust Funds. Such obliga-
tions issued for purchase by the Trust Funds shall have maturities
fixed with due regard for the needs of the Trust Funds and shall bear
interest at a rate equal to the average market yield (computed by
the Managing Trustee on the basis of market quotations as of the
end of the calendar month next preceding the date of such issue) on
all marketable interest-bearing obligations of the United States then
forming a part of the public debt which are not due or callable until
after the expiration of four years from the end of such calendar month;
except that where such average market yield is not a multiple of
one-eighth of 1 per centum, the rate of interest of such obligations
shall be the multiple of one-eighth of 1 per centum nearest such market
yield. The Managing Trustee may purchase other interest-bearing
obligations of the United States or obligations guaranteed as to both
principal and interest by the United States, on original issue or at
the market price, only where he determines that the purchase of such
other obligations is in the public interest.

(e) Any obligations acquired by the Trust Funds (except public-
debt obligations issued exclusively to the Trust Funds) may be sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

(f) The interest on, and the proceeds from the sale or redemption of,
any obligations held in the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund shall
be credited to and form a part of the Federal Old-Age and Survivors
Insurance Trust Fund and the Disability Insurance Trust Fund,
respectively.

(g)((1) The Managing Trustee is directed to pay from the Trust
Funds into the Treasury the amounts estimated by him and the
Secretary of Health, Education, and Welfare which will be expended,
out of moneys appropriated from the general funds in the Treasury,
during a three-month period by the Department of Health, Education,
and Welfare and the Treasury Department for the administration
of titles II and VIII of this Act and subchapter E of chapter 1 and
subchapter A of chapter 9 of the Internal Revenue Code of 1939,
and chapters 2 and 21 of the Internal Revenue Code of 1954. Such
payments shall be covered into the Treasury as repayments to the
account for reimbursement of expenses incurred in connection with
the administration of titles II and VIII of this Act and subchapter
E of chapter 1 and subchapter A of chapter 9 of the Internal Revenue
Code of 1939, and chapters 2 and 21 of the Internal Revenue Code
of 1954. There are hereby authorized to be made available for
expenditure, out of either or both of the Trust Funds, such amounts
as the Congress may deem appropriate to pay the costs of administra-
tion of this title. After the close of each fiscal year, the Secretary
of Health, Education, and Welfare shall analyze the costs of adminis-
tration of this title incurred during such fiscal year in order to deter-
mine the portion of such costs which should have been borne by
each of the Trust Funds and shall certify to the Managing Trustee
the amount, if any, which should be transferred from one to the other
of such Trust Funds in order to insure that each of the Trust Funds
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has borne its proper share of the costs of administration of this
title incurred during such fiscal year. The Managing Trustee is
authorized and directed to transfer any such amount from one to the
other of such Trust Funds in accordance with any certification so
made.] (1)(A) There are authorized to be made available for ex-
penditure, out of any or all of the Trust Funds (which for purposes of
this paragraph shall include also the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medical Insurance Trust Fund
established by title XVIII), such amounts as the Congress may deem
appropriate to pay the costs of the part of the administration of this
title and title XVIII for whwh the Secretary of Health, Education,
and Welfare is responsible. During each fiscal year or after the close
of such fiscal year (or at both times), the Secretary of Health, Education,
and Wefare shall analyze the costs of administration of this title and
title XVIII during the appropriate part or all of such fiscal year in
order to determine the portion of such costs which should be borne by
each of the Trust Funds and shall certify to the Managing Trustee the
amount, if any, which should be transferred among such Trust Funds
in order to assure that each of the Trust Funds bears its proper share of
the costs incurred during such fiscal year for the part of the adminis-
tration of this title and title XVIII for which the Secretary of Health,
Education, and Welfare is responsible. The Managing Trustee is
authorized and directed to transfer any such amount (determined under
the preceding sentence) among such Trust Funds in accordance with any
certification so made.

(B) The Managing Trustee is directed to pay from the Trust Funds
into the Treasury the amounts estimated by him which will be expended,
out of moneys appropriated from the general funds in the Treausry,
during each calendar quarter by the Treasury Department for the part
of. the administration of this title and title XVIIIfor which the Treasury
Department is responsible and for the administration of chapters 2 and
21 ofthe. Internal Revenue Code of 1964. Such payments shall be covered
into the Treasury as repayment to the account for reimbursement of
of expenses incurred in connection with such administration of this title
and title XVIII and chapters 2 and 21 of the Internal Revenue Code of
1964.

(2) The Managing Trustee is directed to pay from time to.time from
the Trust Funds into the Treasury the amount estimated by him as
taxes imposed under section 3101(a) which are subject to refund under
section 6413(c) of the Internal Revenue Code of 1954 with respect to
wages (as defined in section 1426 of the Internal Revenue Code of 1939
and section 3121 of the Internal Revenue Code of 1954) paid after
December 31, 1950. Such taxes shall be determined on the basis of
the records of wages established and maintained by the Secretary of
Health, Education, and Welfare in accordance with the wages reported
to the Commissioner of Internal Revenue pursuant to section 1420(c)
of the Internal Revenue Code of 1939 and to the Secretary of the
Treasury or his delegate pursuant to subtitle F of the Internal Revenue
Code of 1954, and the Secretary shall furnish the Managing Trustee
such information as may be required by the Trustee for such purpose.The payments by the Managing Trustee shall be covered into the
Treasury as repayments to the account for refunding internal revenue
collections. Payments pursuant to the first sentence of this paragraph
shall be made from the Federal Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance Trust Fund in the ratio
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in which amounts were appropriated to such Trust Funds under
clause (3) of subsection (a) of this section and clause (1) of subsection
(b) of this section.

(3) Repayments made under paragraph (1) or (2) shall not be avail-
able for expenditures but shall be carried to the surplus fund of the
Treasury. If it subsequently appears that the estimates under either
such paragraph in any particular period were too high or too low,
appropriate adjustments shall be made by the Managing Trustee in
future payments.

(h) Benefit payments required to be made under section 223, and
benefit payments required to be made under subsection (b), (c), or (d)
of section 202 to individuals entitled to benefits on the basis of wages
and self-employment income of an individual entitled to disability
insurance benefits, shall be made only from the Federal Disability
Insurance Trust Fund. All other benefit payments required to be
made under this title (other than section 226) shall be made only from
the Federal Old-Age and Survivors Insurance Trust Fund.

Old-Age and Survivors Insurance Benefit Payments
Old-Age Insurance Benefits

Sec. 202. (a) Every individual who-
(1) is a fully insured individual (as defined in section 214(a)),
(2) has attained age 62, and
(3) has filed application for old-age insurance benefits or was

entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,

shall be entitled to an old-age insurance benefit for each month,
beginning with the first month after August 1950 in which such indi-
vidual becomes so entitled to such insurance benefits and ending with
the month preceding the month in which he dies. Except as provided
in subsection (q), such individual's old-age insurance benefit for any
month shall be equal to his primary insurance amount (as defined in
section 215(a)) for such month.

Wife's Insurance Benefits

[(b)(l) The wife (as defined in section 216(b)) of an individual en-
titled to old-age or disability insurance benefits, if such wife-

E(A) has filed application for wife's insurance benefits,
(B) has attained age 62 or has in her care (individually or

jointly with her husband) at the time of filing such application
a child entitled to a child's insurance benefit on the basis of the
wages and self-employment income of her husband, and

r(C) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the pri-
mary insurance amount of her husband,

shall be entitled to a wife's insurance benefit for each month, be-
beginning with the first month after August 1950 in which she be-
comes so entitled to such insurance benefits and ending with the month
preceding the first month in which any of the following occurs: she
dies, her husband dies, they are divorced a vinculo matrimonii, no
child of her husband is entitled to a child's insurance benefit and she
has not attained age 62, she becomes entitled to an old-age or disability

305



SOCIAL SECURITY AMENDMENTS OF 1965

insurance benefit based on a primary insurance amount which is equal
to or exceeds one-half of the primary insurance amount of her husband,
or her husband is not entitled to disability insurance benefits and is not
entitled to old-age insurance benefits.

[(2) Except as provided in subsection (q), such wife's insurance
benefit for each month shall be equal to one-half of the primary insur-
ance amount of her husband for such month.]

Wife's Insurance Benefits

(b)(1) The wife (as defined in section 216(b)) and every divorced wife
(as defined in section 216(d)) of an individual entitled to old-age or dis-
ability insurance benefits, if such wife or such divorced wife-

(A) has filed applicationfor wife's insurance benefits,
(B) has attained age 62 or (in the case of a wife) has in her

care (individually or jointly with such individual) at the time of
filing such application a child entitled to a child's insurance benefit
on the basis of the wages and self-employment income of such
individual,

(C) in the case of a divorced wife, is not married,
(D) in the case of a divorced wife, was receiving at least one-half

of her support, as determined in accordance with regulations pre-
scribed by the Secretary, from such individual, or was receiving
substantial contributions from such individual (pursuant to a
written agreement) or there was in effect a court order for substantial
contributions to her support from such individual-

(i) if he had a period of disability which did not end before
the month in which he became entitled to old-age or disability
insurance benefits, at the beginning of such period or at the
time he became entitled to such benefits, or

(ii) if he did not have such a period of disability, at the time
he became entitled to old-age insurance benefits, and

(E) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the primary
insurance amount of such individual,

shall (subject to subsection (s)) be entitled to a wife's insurance benefitfor
each month, beginning with the first month in which she becomes so
entitled to such insurance benefits and ending with the month preceding
the first month in which any of the following occurs-

(F) she dies,
(6) such individual dies,
(H) in the case of a wife, they are divorced and either (i) she has

not attained age 62, or (ii) she has attained age 62 but has not been
married to such individual for a period of 20 years immediately
before the date the divorce became effective,

(I) in the case of a divorced wife, she marries a person other than
such individual,

(J) in the case of a wife who has not attained age 62, no child of
such individual is entitled to a child's insurance benefit,

(K) she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
exceeds one-half of the primary insurance amount of such individual,
or
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(L) such individual is not entitled to disability insurance benefits
and is not entitled to old-age insurance benefits.

(2) Except as provided in subsection (q), such wife's insurance benefit
for each month shall be equal to one-half of the primary insurance amount
of her husband (or, in the case of a divorced wife, her former husband)
for such month.

(3) In the case of any divorced wife who marries-
(A) an individual entitled to benefits under subsection (f) or (h)

of this section, or
(B) an individual who has attained the age of 18 and is entitled

to benefits under subsection (d),
such divorced wife's entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) (but subject to subsec-
tion (s)), not be terminated by reason of such marriage; except that, in the
case of such a marriage to an individual entitled to benefits under sub-
section (d), the preceding provisions of this paragraph shall not apply
with respect to benefits for months after the last month for which such
individual is entitled to such benefits under subsection (d) unless he
ceases to be so entitled by reason of his death.

Husband's Insurance Benefits

(c) (1) The husband (as defined in section 216(f)), of a currently
insured individual (as defined in section 214(b)) entitled to old-age or
disability insurance benefits, if such husband-

(A) has filed application for husband's insurance benefits,
(B) has attained age 62,
(C) was receiving at least one-half of his support, as deter-

mined in accordance with regulations prescribed by the Secretary,
from such individual-

(i) if she had a period of disability which did not end prior
to the month in which she became entitled to old-age or
disability insurance benefits, at the beginning of such period
or at the time she became entitled to such benefits, or

(ii) if she did not have such a period of disability, at the
time she became entitled to such benefits,

and filed proof of such support within two years after the month in
which she filed application with respect to such period of dis-
ability or after the month in which she became entitled to such
benefits, as the case may be, or if she did not have such a period,
two years after the month in which she became entitled to such
benefits, and

(D) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on
a primary insurance amount which is less than one-half of the
primary insurance amount of his wife,

shall be entitled to a husband's insurance benefit for each month,
beginning with the first month after August 1950 in which he becomes
so entitled to such insurance benefits and ending with the month
preceding the month in which any of the following occurs: he dies,
his wife dies, they are [divorced a vinculo matrimonii] divorced, or he
becomes entitled to an old-age or disability insurance benefit based
on a primary insurance amount which is equal to or exceeds one-half
of the primary insurance amount of his wife, or his wife is not entitled
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to disability insurance benefits and is not entitled to old-age insurance
benefits.

(2) The requirement in paragraph (1) that the individual entitled
to old-age or disability insurance benefits be a currently insured
individual, and the provisions of subparagraph (C) of such paragraph,
shall (subject to subsection (s)) not be applicable in the case of apy
husband who-

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of age 62 in such prior month would have been entitled to,
benefits under subsection (f) or (h); [or]

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d)[.]; or

(C) in the month prior to the month of his marriage to such indi-
vidual he was entitled to, or on application therefor and attainment
of the required age (if any) would have been entitled to, a widower's,
child's (after attainment of age 18), or parent's insurance annuity
under section 6 of the Railroad Retirement Act of 1937, as amended.

(3) Except as provided in subsection (q), such husband's insurance
benefit for each month shall be equal to one-half of the primary insur-
ance amount of his wife for such month.

Child's Insurance Benifit

(d) (1) Every child (as defined in section 216(e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual if such child-

(A) has filed application for child's insurance benefits,
[(B) at the time such application was filed was unmarried and

either (i) had not attained the age of eighteen or (ii) was under
a disability (as defined in section 223(c)) which began before he
attained the age of eighteen and]

(B) at the time such application was filed was unmarried and
(i) either had not attained the age of 18 or was a full-time student
and had not attained the age of 22, or (ii) is under a disability (as
defined in section 223(c)) which began before he attained the age of
22, and

(C) was dependent upon such individual-
(i) if such individual is living, at the time such application

was filed,
(ii) if such individual has died, at the time of such death, or
(iii) if such individual had a period of disability which con-

tinued until he became entitled to old-age or disability insur-
ance benefits, or (if he has died) until the month of his death,
at the beginning of such period of disability or at the time he
became entitled to such benefits,

[shall be entitled to a child's insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child be-
comes so entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following occurs:
such child dies, marries, is adopted (except for adoption by a step-
parent, grandparent, aunt, or uncle subsequent to the death of such
fully or currently insured individual), or attains the age of eighteen
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and isnot under a disability (as defined in section 223(c)) which began
before he attained such age.]
shall be entitled to a child's insurance benefit or each month, beginning
with the first month after August 1950 in which such child becomes so
entitled to such insurance benefits and ending with the month preceding
whichever of the followingfirst occurs-

(D) the month in which such child dies, marries, or is adopted
(except for adoption by a stepparent, grandparent, aunt, or uncle
subsequent to the death of such fully or currently insured individual),

(E) the month in which such child attains the age of 18 and is
not under a disability (as so defined) and is not a full-time student
during any part of such month,

(F) the first month after the month in which such child attains
the- age of 18 and, in suchfirst month, is not under a disability (as so
defined) and is not a full-time student during any part of such first
month, but only if in the third month preceding such first month he
was not under a disability,

(G) the month in which such child attains the age of 22 and is not
under a disability (as so defined), but only if in the third month
preceding such month he was not under a disability, or

(H) the third month following the month in which he ceases to be
under such disability.

[Entitlement of any child to benefits under this subsection shall also
end with the month preceding the third month following the month
in which he ceases to be under a disability (as so defined) after the
month in which he attains age eighteen.] Entitlement of any child
to benefits under this subsection on the basis of the wages and self-
employment income of an individual entitled to disability insurance
benefits shall also end with the month before the first month for which
such individual is not entitled to such benefits unless such individual
is, for such later month, entitled to old-age insurance benefits or
unless he dies in such month. [In the case of an individual entitled
to disability insurance benefits, the provisions of clause (i) of sub-
paragraph (C) of this paragraph shall not apply to a child of such
individual unless he (A) is the natural child or stepchild of such
individual (including such a child who was legally adopted by such
individual) or (B) was legally adopted by such individual before the
end of the twenty-four month period beginning with the month after
the month in which such individual most recently became entitled to
disability insurance benefits, but only if (i) proceedings for such
adoption of the child had been instituted by such individual in or
before the month in which began the period of disability of such
individual which still exists at the time of such adoption or (ii) such
adopted child was living with such individual in such month.]

(2) Such child's insurance benefit for each month shall, if the
individual on the basis of whose wages and self-employment income
the child is entitled to such benefit has not died prior to the end of such
month, be equal to one-half of the primary insurance amount of such
individual for such month. Such child's insurance benefit for each
month shall, if such individual has died in or prior to such month, be
equal to three-fourths of the primary insurance amount of such
individual.

(3) A child shall be deemed dependent upon his father or adopting
father at the time specified in paragraph (1)(C) unless, at such time,
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such individual was not living with or contributing to the support of
such childall(l--

(A) such child is neither the legitimate lnor adopted child of
such individually or

(B) such child has been adopted by some other individual.
For purposes of this paragraph, a child deelllme to be a child of a fully or
currently insured individulll purstua}nt to section 216(h)(2)(B) or
section 216(h)(3) shall, if such individual is the child's father, )be
deemed to be the legitimate child of such individual.

(4) A child sllall be deemed dependentt upon his stepfather at the
time specified in paragraph (1)((') if, at such time, the child was living
with or was receiving at least one-half of his support from such
stepfather.

(5) A child shall be deelme dependent upon his natural or adopting
mother at the time specified in paragraph (1)(C() if such mother or
adopting mother was a currently insured individual. A child shall
also be (leenmed dependent upon his natural or adopting mother, or
)upon his stepmother, at the time specified in paragraph (1)((c:) if, at
such time, (A) she wasi living with or contributing to the silpport of
such child, and (13) either (i) such child was neither living with nor

receiving contributions from his father or adopting father, or (ii) such
child was receiving at least one-halffof is support from her.

(6) In the case of a clild who has attained the age of eighteen and
who marries----

(A) an individual entitled to benefits under silbsection (a), ib),
(e), (f), (g), or (hi) of this section or under section 223(a), or

(B) another individual who has attained thte age of eighteen
and is entitled to benefits under this subsection,

such child's entitlement to benefits under this subsection shall, not-
withstanding tile provisions of paragraph (1) but sItbject to subsec-
tion (s), not be terminated by reason of such marriage; except that,
in the case of such a marriage to amale individual entitled to benefits
under section 223(a) or this' subsection, the preceding provisions of
this paragraph shall not ap)ly with respect to benefits for months
after the last month for which such individual is entitled to such
benefits under section 223(a) or this sublsection unless (i) lie ceases
to be so entitled by reason of his death, or (ii) in the case of an indi-
vidual who was entitled to benefits under section 223(a), he is entitled,
for the month following such last month, to benefits under subsection
(a) of this section.

(7) .A child whose entitlement to child's insurance benefits on the
basis of the wages and self-employment income of an insured individual
terminated under the preceding provisions of thi,; subsection may again
become entitled to such benefits (provided no event specified in paragraph
(1) (D) has occurred) beginning with the first month thereafter in which
he is a full-time student andc has not attained the age of 22, or in which
he is 'under a disability (as defined iai section 223(c)) which began before
he attained the age of 22, if he also meets the requirements of subpara-
graphs (A) and (B) of paragraph (1); and such reentitlement shalt end
thereafter in accordance with the provisions of subparagraph (D), (F),
(0), or (H) of paragraph (I).

(8) For the purposes of this subsection---
(A) A tfull-time stluent" is an individual who is in full-time

attendance as a stmuent at an educational institution, as determined
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b!/ the Secretary (inr accordance wiith regulations prescribed by him)
il fthe light of the standards rand practices of the institutions involved,
c,'*' p t that no individual shall be considered a "full-tinme student"
if t, is paid by liis employere .,hile attending an educational in-
slitit;on( at the request, or pursuant to a requirement, of his
e in )loyer.

( I) .Ixcept to the extent provided in such regulations, a'ln individual
.Shall bh deemed to be a full-time stludlent (during an/y period of non-
attendaticeart ant dllcat ioinal institution at. which he has been inl
full-time attend nce if (i) such period is ./ calendar months or less,
(tand (ii) he shows to the satisfactionn of fhe Secretary that he intends
to continue to be intfull-time attendance alt an, educational insitution
irnmediatel?/ following iuch period. An individual who does not
meet the r(lquiremenlt, (/ clause (ii) iith respect to such period( of
i onalteIndaIrn e shall be Ileemed to have met such requirement (as
rf the beginl'liq, of such period) if he is i full-time attendance at
(in1 ed'ucalioI! instituti on immediately following such lpriod.

((') AIn ''i" tcational institutionn" is (i) a school or college or

,, i,;'rs^it/ rip, 'lated or dirictll supported( by the lUnited State.s, or

b?, ,inl!/ Sital ,ir local govern ment or political subdivision thereof, or

(ivia schoolur, college or university/ which h(as been, approved by al
St(tl: or accredited by a State-recolgnized or Inationallly-recognlized
(arcceititing agency or body, or (iii) a nonaccredited school or college
or university. whose credits are accepted, on) transfer, by not less than
three institutions 'which are so accredited, for credit on the .same basis
(Is if tranlsferreld from (ai inlstitlutioln so accredited.

(9) In the case of---
(A) an indlividlual entitled to disabilityy insura(nlce benefits, or
(B) an individual entitled to old-age insurance benefits who wa(s

entitled to disability insurance benefits for the month preceding the
first imonlth for whichihe lwas entitled to old-age insurance benefits,

a child of suc'lih individual adopted after such individualsbecame
entitled to such disability ins urantce benefits shall be deemedl not to
meet the requirements of clausee (i) or (iii) of paragraph (1) (C) unless

'uch ch/illd-
(C) is tfhe natural child or stepchild of ,such individual (including

.s1ch a child whozwas legally adopted by such individual), or
(/)) was legally (rdopteld oy such indilidulal before the end of the

2.4-month Jperiod beginning 'with the month after the month in 'which.
s uch indiF1idual most recently became entitled to disability insurance
benefits, but only if--

(i) proceedings for such adoption of the child had been
instituted by such ind'itidual in or before the month iin which
began the period of disability of such individual 'which stil'
exists at the time of such. adoption (or, 'i such child was adopted
hby such individual after such individual attained age 66, the
period of disability of such individual which existed in the
month preceding the month in which he attained age 66), or

(ii) such adopted child was living with such individual in
such, 'month.

(10) If an individual entitled to old-age insurance benefits (but 'not
a.n individual included under paragraph. (9)) adopts a child after
such individual becomes entitled to such benefits, such child sha!l be
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deemed not to meet the requirements of clause (i) of paragraph (I) (C) u1-
less such child--

(A) is the 'natural child or stepchild of s-uch individual (including
such a child who was legally adopted by such individual), or

(B) was legally adopted by such individual before the end of the
24-.month period beginning with the month after the month in which
such individual became entitled to old-age insurance benefits, but only
if--

(i) such child had been receiving at least one-half of his
support from such individLual for the year before such individual
filed his application for old-age insurance benefits or, if sxch
individual hadl a period of disability which continued until he
had become entitled to old-age insurance benefits, for the year
before such period of disability began, and

(ii) either proceedings for such adoption of the child hal
been instituted by such individual in or before the month in
which the individual filed his application for old-age insurance
benefits or such adopted child was living with such individual
in such month.

Widow's Insurance Benefits

(e) [(1' The widow (as defined in section 216(c)) of an individual
who died a fully insured individual, if such widow-

C(A) has not remarried,
(B) has attained age 62,
(C) (i) has filed application for widow's insurance benefits,

or was entitled, after attainment of age 62, to wife's insurance
benefits, on the basis of the wages and self-employment income
of such individual, for the month preceding the month in which
he lied, or

[(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother's insurance benefits for the month pre-
ceding the month in which she attained age 62, and

[(D) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than 82 2 per-
cent of the primary insurance amount of her deceased husband,

shall be. entitled to a widow's insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs: she re-
marries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding 821 percent of the primary insurance amount
of her deceased husband.

[(2) Such widow's insurance benefit for each month shall be equal
to 82 percent of the primary insurance amount of her deceased
husband.]
(1) The widow (as defined in section 216(c)) and every surviving divorced
wife (as defined in section 216(d)) of an individual who died a fully
insured individual, if such widow or such surviving divorced wife-

(A) is not married,
(B) has attained [age 62] age 60,
(C)(i) has filed application for widow's insurance benefits, or
was entitled, after attainment of age 62, to wife's insurance benefits,
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on the basis of the wages and self-employment income of such
individual, for the month preceding the month in which he died, or

(ii) was entitled, on the basis of such wages land self-employment
income, to mother's insurance benefits for the month preceding the
month in which she attained age 62,

(D) in the case of a s.urlaiing divorced wife who tYas not entitled to
wife's insurance benefits on the basis of the uatges and self-employ
ment income of such individual f;r the month preceding the montl;
iniwhich he (lied, was receitying at least one-half of her support, as
deterl in ed in accordance with regulations prescribed by the Secretary,
from such individual, or ',ass receiving substantial contributions
from such individual (pursuant to a written agreement) or there wals
in etfect a court order for substantial contributions to her support
.from such inditidual-

(i) at the time of his death (or, if such individual had a period
of disability which (lid not end prior to the month in which
he died, at the time .ucli period began or at the time of his death),
or

(ii) at the time he became entitled to old-age insurance
benefits or disability insurance benefits (or, if such individual
had a period of disability wh ich did not end before the month in
*which he became entitled to such benefits, at the time such period
began or at the time he became entitled to such benefits), and

(E) is no entitl d o old-ag insurance benefits or is entitled to old-
age insurance benefits each of which is less than 82}. percent of the
primary insurance amount of such deceased individual,

shall be entitled to a widow's insurance benefit for each month, beginning
with the first month in which she becomes so entitled to such insurance
benefits and ending uCith the month preceling the first month in which any
of the following occurs: she remarries, dies, or becomes entitled to an old-
age insurance benefit equal to or exceeding 821)percent of the primary
insurance amount of such deceased( individual.

(2) [Sutch] Except as provided in subsection (q) and1 paragraph (4)
of this subsection, such widow's insurance benefit for each month shall be
equal to 82Y1 percent of the primary insurance amount of such deceased
individual.

[(3) In the case of any widow of an individual--
[(A) who marries another individual, and
[(B) whose marriage to the individual referred to in subpara-

graph (A) is terminated by his death which occurs within one year
after such marriage and lie idl not (lie a fully insured individual
the marriage to the individual referred to in clause (A) shall, for
the purposes of paragraph (1), be deemed not to have occurred.
No benefits shall be payable under this subsection by reason of
the preceding sentence for any month prior to whichever of the
following is the latest: (i) the month in which the death referred
to in subparagraph (B) of the preceding sentence occurs, (ii) the
twelfth month before the month in which such widow files appli-
cation for purposes of this paragraph, or (iii) November 1956.]

[(4)] (3) In the case of a [widow] widow or surviving divorced wife
who marries-

(A) an individual entitled to benefits under subsection (f) or
(h) of this section, or

(B) an individual who has attained the age of eighteen and
is entitled to benefits under subsection (d),
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such [widow's] widow's or surviving divorced wife's entitlement to
benefits under this subsection shall, notwithstanding the provisions
of paragraph (1) but subject to subsection (s), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to an individual entitled to benefits under subsection (d), the preceding
provisions of this paragraph shall not apply with respect to benefits
for months after the last month for which such. individual is entitled
to such benefits under subsection (d) unless he ceases to be so entitled
by reason of his death.

(4) If widow, after attaining the age of 60, marries an individual
(other than one described in subparagraph (A) or (B) of paragraph (3)),
such marriage shall, for purposes of paragraph (1), be deemed not to have
occurred; except that, notwithstanding the provisions of paragraph (2)
and subsection (q), such widow's insurance benefit for the month in which
such marriage occurs and each month thereafter prior to the month in
which the husband dies or such marriage is otherwise terminated, shall be
equal to 60 per centum of the primary insurance amount of the deceased
individual on whose 'wages and self-employment income such benefit is
based.

Widower's Insurance Beneflti

(f)(l) The widower (as defined in section 216(g)) of an individual
who died a fully and currently insured individual, if such widower---

(A) has not remarried.
(B) has attained age 62.
(C) has filed application for widower's insurance benefits or

was entitled to husband's insurance benefits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which she died.

(D)(i) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secretary,
from such individual at the time of her death or, if such individual
has a period of disability which did not end prior to the month in
which she died, at the time such period began or at the time of her
death, and filed proof of such support within two years after the
date of such death, or, if she had such a period of disability, within
two years after the month in which she filed application with
respect to such period of disability or two years after the date of
such death, as the case may be, or (ii) was receiving at least one-
half of his support, as determined in accordance with regulations
prescribed by the Secretary, from such individual, and she was a
currently insured individual, at the time she became entitled to
old-age or disability insurance benefits or, if such individual had a
period of disability which did not end prior to the month in which
she became so entitled, at the time such period began or at the
time she became entitled to such benefits, and filed proof of such
support within two years after the month in which she became
entitled to such benefits, or if she had such a period of disability,
within two years after the month in which she field application
with respect to such period of disability or two years after the
month in which she became entitled to such benefits, as the case
may be, and

(E) is not entitled to old-age insurance benefits, or is entitled to
old-age insurance benefits each of which is less than 82g percent
of the primary insurance amount of his deceased wife,
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shall be entitled to a widower's insurance benefit for each month,
beginning with the first month after August 1950 in which he becomes
so entitled to such insurance benefits and ending with the month
preceding the first month in which any of the following occurs: he
remarries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding 82, percent of the primary insurance amount
of his deceased wife.

(2) The requirement in paragraph (1) that the deceased fully
insured individual also be a currently insured individual, and the
I)rovisions of subparagraph (D) of such paragraph, shall (subject to
subsection (s)) not be applicable in the case of any individual who-

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of age 62 in such prior month would have been entitled
to, benefits under this subsection or subsection (h); [or]

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or
on application therefor would have been entitled to, benefits
under subsection (d) [.]; or

(C) in the month prior to the month of his marriage to such indi-
vidual he was entitled to, or on application therefor and attainment
of the required age (if any), would have been entitled to, a widower's,
child's (after attainment of age 18), or parent's insurance annuity
1tnder section 5 of the Railroad Retirement lAct of 1937, as amended.

(3) [Such] Excepi as provided in )paragraph (5), such widower's
insurance benefit for each month shall be equal to 82/,2 Ipercent of the
primary insurance amount of his deceased wife.

(4) In the case of a widower who remarries--
(A) an individual entitled to benefits under subsection (b), (e),

(g), or (hi), or

(B) an individual who has attained the age of eigllteenl nd is en-
titled to benefits under sublsection (d),

such widower's entitlement to benefits under this subsection shall, not-
withstanding the provisions of plaragrap)h (1) but subject to sulbsection(s)
not l)e terminated by reason of such llarriage.

(5) If a widower, after attaining the age of 62, marries an individ-
,ual (other than. one described in.subparagraph (Ai) or (B) of paragraph
(.)), such marriage shall, for purposes of paragraph (1), be deemed not to
have occurred; except that, notwithstanding the provisions of pragraph
(3), such widower's insurance benefitfor the month in which sich marriage
occurs and each month thereafter prior to the month in which the wife dies
or such marriage is otherwise terminated, shall be equal to 50 per centu.m
of the primary insurance amount of the deceased individual on, whose
wages and self-employment income s7ch benefit is based.

Mother's Insurance Benefits

(g) (1) The widow and every [former wife divorced] surviving
divorced mother (as defined in section 216(d)) of an individual who died
a fully or currently insured individual if such widow or [former wife
divorced] surviving divorced mother--

(A) [has not remarried] is not married,
(B) is not entitled to a widow's insurance benefit,
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(C) is not entitled to old-age insurance benefits, or is entitled to
old-age insurance benefits each of which is less than three-fourths
of the primary insurance amount of such individual,

(D) has filed application for mother's insurance benefits, or
was entitled to wife's insurance benefits on the basis of the wages
and self-employment income of such individual for the month
preceding the month in which he died,

(E) at the time of filing such application has in her care a
child of such individual entitled to a child's insurance benefit, and

[(F) in the case of a former wife divorced, was receiving from
such individual (pursuant to agreement or court order) at least
one-half of her support at the time of his death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which he died, at the time such period began or at the
time of such death, and the child referred to in subparagraph (E)
is her son, daughter, or legally adopted child and the benefits
referred to in such subparagraph are payable on the basis of such
individual's wages and self-employment income]

(F) in the case of a surviving divorced mother-
(i) at the time of such individual's death (or, if such individual

had a period of disability which did not end before the month
in which he died, at the time such period began or at the time
of such death)-

(I) she was receiving at least one-half of her -support,
as determined in accordance with regulations prescribed by
the Secretary, from such individual, or

(II) she was receiving substantial contributions from
such individual (pursuant to a written agreement), or

(III) there was a court order for substantial contribu-
tions to her support from such individual,

(ii) the child referred to in subparagraph (E) is her son,
daughter, or legally adopted child., and

(ii) the benefits referred to in such subparagraph are payable
on the basis of such individual's wages and self.employment
income,

shall (subject to subsection (s)) be entitled to a mother's insurance
benefit for each month, beginning with the first month after August
1960 in which she becomes so entitled to such insurance benefits and
ending with the month preceding the first month in which any of the
following occurs: no child of such deceased individual is entitled to a
child's insurance benefit, such widow or [former wife divorced] sur-
vving divorced mother becomes entitled to an old-age insurance benefit
equal to or exceeding three-fourths of the primary insurance amount
of such deceased individual, she becomes entitled to a widow's insur-
ance benefit, she remarries, or she dies. Entitlement to such benefits
shall also end, in the case of a [former wife divorced] surviving
divorced mother, with the month immediately preceding the first month
in which no son, daughter, or legally adopted child of such [former
wife divorced] surviving divorced mother is entitled to a child's insur-
ance benefit on the basis of the wages and self-employment income of
such deceased individual.

(2) Such mother's insurance benefit for each month shall be equal to
three-fourths of the primary insurance amount of such deceased
individual.
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[(3) In the case of any widow or former wife divorced of an in-
dividual-

[(A) who marries another individual, and
[(B) whose marriage to the individual referred to in sub-

paragraph (A) is terminated by his death but she is not, and upon
filing application therefor in the month in which he died would
not be, entitled to benefits for such month on the basis of his
wages and self-employment income,

the marriage to the individual referred to in clause (A) shall, for the
purpose of paragraph (1), be deemed not to have occurred. No
benefits shall be payable under this subsection by reason of the pre-
ceding sentence for any month prior to whichever of the following is
the latest: (i) the month in which the death referred to in subpara-
graph (B) of the preceding sentence occurs, (ii) the twelfth month
before the month in which such widow or former wife divorced files
application for purposes of this paragraph, or (iii) the month following
the month in which this paragraph is enacted.]

[(4)] (3) In the case of a widow or [former wife divorced] sur-
viving divorced mother who married-

(A) an individual entitled to benefits under subsection (a), (f),
or (h), or under section 223(a), or

(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

the entitlement of such widow or [former wife divorced] surfing
divorced mother to benefits under this subsection shall, notwithstanding
the provisions of paragraph (1) but subject to subsection (s), not be
terminated by reason of such marriage; except that, in the case of such
a marriage to anl individual entitled to benefits under section 223(a)
or subsection (d) of this section, the preceding provisions of this para-
graph shall not apply with respect to benefits for months after the last
month for which such individual is entitled to such benefits under
section 223(a) or subsection (d) of this section unless (i) he ceases to
be so entitled by reason of his death, or (ii) in the case of an individual
who was entitled to benefits under section 223(a), he is entitled, for the
month following such last month, to benefits under subsection (a)
of this section.

Parent's Insurance Benefits

(h)(1) Every parent (as defined in this subsection) of an individual
who died a fully insured individual if such parent-

(A) has attained age 62,
(B) (i) was receiving at least one-half of his support from such

individual at the time of such individual's death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which he died, at the time such period began or at the
time of such death, and (ii) filed proof of such support within
two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such period
of disability or two years after the date of such death, as the case
may be,

(C) has not married since such individual's death,
(D) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than 82% percent
of the primary insurance amount of such deceased individual if

317



SOCIAL SECURITY AMENDMENTS OF 1965

the amount of the parent's insurance benefit for such month is
determinable under paragraph (2)(A) (or 75 percent of such pri-
mary insurance amount in any other case), and

(E) has filed application for parent's insurance benefits, shall be
entitled to a parent's insurance benefit for each month beginning
with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending
with the month preceding the first month in which any of the
following occurs: such parent dies, marries, or becomes entitled
to an old-age insurance benefit equal to or exceeding 823 percent
of the primary insurance.amount of such deceased individual if the
amount of the parent's insurance benefit for such month is de-
terminable under paragraph (2) (A) (or 75 percent of such primary
insurance amount in any other case).

(2) (A) Except as provided in subparagraphs (B) and (C), such
parent's insurance benefit for each month shall be equal to 82% percent
of the primary insuranceamount of such deceased individual.

(B) For any month for which more than one parent is entitled to
parent's insurance benefits on the basis of such deceased individual's
wages and self-employment income, such benefit for each such parent
for such month shall (except as provided in subparagraph (C)) be
equal to 75 percent of the primary insurance amount of such deceased
individual.

(C) In any case in which-
(i) any parent is entitled to a parent's insurance benefit for a

month on the basis of a deceased individual's wages and self-
employment income, and

(ii) another parent of such deceased individual is entitled to a
parent's insurance benefit for such month on the basis of such
wages and self-employment income, and on the basis of an ap-
plication filed after such month and after the month in which the
application for the parent's benefits referred to in clause (i) was
filed,.-

the amount of the parent's insurance benefit of the parent referred to in
clause (i) for the month referred to in such clause shall be determined
under subparagraph (A) instead of subparagraph (B) and the amount
of the parent's insurance benefit of a parent referred to in clause (ii)
for such month shall be equal to 150 percent of the primary insurance
amount of the deceased individual minus the amount (before the
application of section 203(a)) of the benefit for such month of the parent
referred to in clause (i).

(3) As used in this subsection, the term "parent" means the mother
or father of an idividual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he attained
the age of sixteen.

(4) In the case of a parent who marries-
(A) an individual entitled to benefits under this subsection or

subsection (b), (e), (f), or (g), or
(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsection (d),
such parent's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsection
(s), not be terminated by reason of such marriage; except that, in the
case of such a marriage to a male individual entitled to benefits under
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subsection (d), the preceding provisions of this paragraph shall not
apply with respect to benefits for months after the last month for
which such individual is entitled to such benefits under subsection (d)
unless he ceases to be so entitled by reason of his death.

Lump-Sum Death Payments

(i) Upon the death, after August 1950, of an individual who died a
fully or currently insured individual, an amount equal to three times
such individual's primary insurance amount, or an amount equal to
$255, whichever is the smaller, shall be paid in a lump sum to the
person, if any, determined by the Secretary to be the widow or wid-
ower of the deceased and to have been living in the same household
with the deceased at the time of death. If there is no such person, or
if such person dies before receiving payment, then such amount shall
be paid-

(1) if all or part of the burial expenses of such insured individual
which are incurred by or through a funeral home or funeral homes
remains unpaid, to such funeral home or funeral homes to the
extent of such unpaid expenses, but only if (A) any person who
assumed the responsibility for the payment of all or any part of
such burial expenses files an application, prior to the expiration
of two years after the date of death. of such insured individual,
requesting that such payment be made to such funeral home or
funeral homes, or (B) at least 90 days have elapsed after the date
of death of such insured individual and prior to the expiration of
such 90 days no person has assumed responsibility for the pay-
ment of any of such burial expenses;

(2) if all of the burial expenses of such insured individual
which were incurred by or through a funeral home or funeral
homes have been paid (including payments made under clause
(1)), to any person or persons, equitably entitled thereto, to the
extent and in the proportions that, he or they shall have paid
such burial expenses; or

(3) if any part of the amount payable under this subsection
remains after payments have been made pursuant to clauses (1)
and (2), to any person or persons, equitably entitled thereto, to
the extent and in the proportions that he or they shall have paid
other expenses in connection with the burial of such insured
individual, in the following order of priority: (A) expenses of
opening and closing the grave of such insured individual, (B)
expenses of providing the burial plot of such insured individual,
and (C) any remaining expenses in connection with the burial
of such insured individual.

No payment (except a payment authorized pursuant to clause (1) (A)
of the preceding sentence) shall be made to any person under this
subsection unless application therefor shall have been filed, by or on
behalf of such person (whether or not legally competent), prior to the
expiration of two years after the date of death of such insured individual,
or unless such person was entitled to wife's or husband's insurance
benefits, on the basis of the wages and self-employment income of such
insured individual, for the month preceding the month in which such
individual died. In the case of any individual. who died outside the
forty-eight States and the District of Columbia after December 1953
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and before January 1, 1957, whose death occurred while ho was in the
active military or naval service of the United States, and who is
returned to any of such States, the District of Columbia, Alaska,
Hawaii, the Commonwealth of Puerto Rico, the Virgin Islands, Guam,
or American Samoa for interment or reinterment, the provisions of
the preceding sentence shall not prevent payment to any person under
the second sentence of this subsection if application for a lump-suml
death payment with respect to such deceased individual is filed by or
on behalf of such person (whether or not legally competent) prior to
the expiration of two years after the date of such interment or reinter-
nent. In the case of any individual who (lied outside the fifty States
and the District of Columbia after December 1956 while he was per-
forming service, as a member of a uniformed service, to which the
provisions of section 210(1)(1) are applicable, and who is returned to
any State or to any Territory or possession of the United States, for
interment or reinteriment, the provisions of the third sentence of this
subsection shall not prevent payment to any person under the second
sentence of this subsection if application for a lumnp-sumi death
payment with respect to such deceased individual is filed by or on
behalf of such person (whether or not legally competent) prior to the
expiration of two years after the date of such interment or reinterment.

Application for Monthly Insurance Benefits

(j)(1) An individual who would have been entitled to a benefit
under subsection (a), (b), (c), (d), (e), (f), (g), or (h) for any month
after August 1950 had lie filed application therefor prior to the end of
such month shall be entitled to such benefit for such month ifhe files
application therefor prior to the end of the twelfth month immediately
succeeding such month. Any benefit under this title for a month prior
to the month in which application is filed shall be reduced, to any
extent that may be necessary, so that it will not render erroneous any
benefit which, before the filing or such application, the Secretary has
certified for payment for such prior month.

[(2) No application for any benefit under this section for any
month after August 1950 which is filed prior to three months before
the first month for which the applicant becomes entitled to such
benefit shall be accepted as an application for the purposes of this
section; and any application filed within such three months' period
shall be deemed to have been filed in such first month.]

(2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the requirements
for such benefits shall be deemed a valid application only if the applicant
satisfies the requirements for such benefits before the Secretary makes a

final decision on the application. If upon final decision by the Secretary,
or decision upon judicial review thereof, such applicant is found to
satisfy such requirements, the application shall be deemed to have been
filed in such first month.

(3) INutwltistandingg the provisions of paragraph (1), an individual
may, at his option, waive entitlement to any benefit referred to in
paragraph (1) for any one or more consecutive months (beginning
with the earliest month for which such individual would otherwise be
entitled to such benefit) which occur before the month in which, such
individual files application for such benefit; and, in such case, such
individual shall not be considered as entitled to such benefits for any
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such month or months before such individual filed such application.
An individual shall be deemed to have waived such entitlement for
any such month for which such benefit would, under the second
sentence of paragraph (1), be reduced to zero.

Simultaneous Entitlement to Benefits

(k) (1) A child, entitled to child's insurance benefits on the basis of
the wages and self-employment income of an insured individual, who
would be entitled, on filing application, to child's insurance benefits
on the basis of the wages and self-employment income of some other
insured individual, shall be deemed entitled, subject to the provisions
of paragraph (2) hereof, to child's insurance benefits on the basis of the
wages and self-employment income of such other individual if an
application for child's insurance benefits on the basis of the wages and
self-employment income of such other individual has been filed by any
other child who would, on filing application, be entitled to child's
insurance benefits on the basis of the wages and self-employment
income of both such insured individuals.

(2) (A) Any child who under the preceding provisions of this sec-
tion is entitled for any month to more than one child's insurance
benefit shall, notwithstanding such provisions, be entitled to only one
of such child's insurance benefits for such month, such benefit to be
the one based on the wages and self-employment income of the insured
individual who has the greatest primary insurance amount.

(B) Any indivdual (other than an individual to whom subsection (e)(4)
or (f)(5) applies) who, under the preceding provisions of this section
ard under the provisions of section 223, is entitled for any month to
more than one monthly insurance benefit (other than old-age or dis-
ability insurance benefit) under this title shall be entitled to only one
such monthly benefit for such month, such benefit to be the largest of
the monthly benefits to which he (but for this subparagraph ,B))
would otherwise be entitled for such month. Any individual wh) is
entitled for any month to more than one widow's or widower's insurance
benefit to which subsection (e)(4) or (f (5) applies shall be entitled to only
one such benefit for such month, such benefit to be the largest of such
benefits.

(3)(A) If an individual is entitled to an old-age or disability insur-
ance benefit for any month and to any other monthly insurance benefit
for such month, such other insurance benefit for such month, after
any reduction under subsection (q) and any reduction under section
203 (a), shall be reduced, but not below zero, by an amount equal to
such old-age or disability insurance benefit (after reduction under
such subsection (q)).

(B) If an individual is entitledfor any month to a widow's or widower's
insurance benefit to which subsection (e) (4) or (f) (5) applies and to any
other monthly insurance benefit under section 202 (other than an old-age
insurance benefit), such other insurance benefit for such month, after any
reduction under subparagraph (A), any reduction under subsection (q),
and any reduction under section 203(a), shall be reduced, but not below
zero, by an amount equal to such widow's or widower's insurance benefit
after any reduction or reductions under such subparagraph (A) and such
section 203(a).

(4) Any individual who, under this section and section 223, is
entitled for any month to both an old-age insurance benefit and a
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disability insurance benefit under this title shall be entitled to only
the larger of such benefits for such month, except that, if such individual
so elects, he shall instead be entitled to only the smaller of such benefits for
such month.

Entitlement to Survivor Benefits Under Raiload Retirement Act

(1) If any person would be entitled, upon filing application therefor
to an annuity under section 5 of the Railroad Retirement Act of 1937,
or to a lump-sum payment under subsection (f)(1) of such section,
with respect to the death of an employee (as defined in such Act) no

lump-sum death payment, and no monthly benefit for the month in
which such employee died or for any month thereafter, shall be paid
under this section to any person on the basis of the wages and self-
empioyment income of such employee.

Minimum Survivor's or Dependent's Benefit

(m) In any case in which the benefit of any individual for any
month under this section (other than subsection (a)) is, prior to
reduction under subsection (k)(2) and subsection (q), less than the
first figure in column IV of the table in section 215(a) and no other
individual is (without the application of section 202(j)(1)) entitled
to a benefit under this section for such month on the basis of the same
wages and self-employmentl income, such benefit for such month
shall, prior to reduction under such subsection (k)(3) and subsection
(q), be increased to the first figure in column IV of the table in
section 215(a).

Termination of Benefis, Upon Depcrtation of Primary Beneficiary

(n) (1) If any individual is (after the date of enactment of this
subsection) deported under paragraph (1), (2), (4), (5), (6), (7), (10)
(11), (12,), (14,), (15), (16), (17), or (18) of section 241(a) of the
Immigration and Nationality Act, then, notwithstanding any other
provisions of this title--

(A) no monthly benefit under this section or section 223 shall
be paid to such individual, on the basis of his wages and self-
employment income, for any month occurring (i) after the month
in which the Secretary is notified by the Attorney General that
such individual has been so deported, and (ii) before the month
in which such individual is thereafter lawfully admitted to the
United States for permanent residence,

(B) if no benefit could be paid to such individual (or if no benefit
could be paid to him if he were alive) for any month by reason of
subparagraph (A), no monthly benefit under this section shall be
paid, on the basis of his wages and self-employment income, for
such month to any other person who is not a citizen of the United
States and is outside the United States for any part of such
month, and

(C) no lump-sum death payment shall be made on the basis of
such individual's wages and self-employment income if he dies (i)
in or after the month in which such notice is received, and (ii)
before the month in which he is thereafter lawfully admitted to
the United States for permanent residence.
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Section 203 (b), (c), and ((l) of this Act shall not apply with respect to
any such individual for any month for which no monthly benefit mIay
be paid to him by reason of this paragraph.

(2) As soon as practicable after the deportation of any individual
under any of the paragraphs of section 241(a) of the Immingration arid
Nationality Act enumerated in paragraph (1) in this subsection, the
Attorney General shall notify the Secretary of such deportation.
Application for Benefits by Survivors of Members and Former Members of the

Uniformed Services

(o) In the case of any individual who would be entitled to benefits
under subsection (d), (e), (g), or (h) upon filing proper application
therefor, the filing with the Administrator of Veterans' Affairs by or
on behalf of such individual of an application for such benefits, on
the form described in section 3005 of Title 38, United States Code,
shall satisfy the requirement of such subsection (d), (e), (g), or (h)
that an application for such benefits be filed.

[Extension of Period for Filing Proof of Support and Applications for Lump-
Sum Death Payment]

[(p) In any case in which there is a failure-
[(1) to file proof of support under subparagraph (C) of sllb-

section (c)(l), clause (i) or (ii) of subparagraph (D) of subsection
(f)(1), or subparagraph B of subsection (h)(l), or under clause
(B) of subsection (f)(1) of this section as in effect prior to the
Social Security Act Amendments of 1950 within the period
prescribed by such subparagraph or clause, or

[(2) to file, in the case of a death after 1946, application for a

lump-sum death payment. under subsection (i), or under sub-
section (g) of this section as in effect prior to the Social Security
Act Amendments of 1950, within the period prescribed by such
subsection,

and it is shown to the satisfaction of the Secretary that there was good
cause for failure to file such proof or application, as the case may be,
within such period, such proof or application shall be deemed to have
been filed within such period if it is filed within two years following
such period or within two years following August 1956, whichever is
later. The determination of what constitutes good cause for purposes
of this subsection shall be made in accordance with regulations of the
Secretary.]
Extension of Period for Filing Proof of Support and Applications for

Lump-Sum Death Payment

(p) In any case in which there is a failure-
(1) to file proof of support under paragraph (C) of subsection

(c)(1), clause (i) or (ii) of subparagraph (D) of subsection (f)(1),
or subparagraph (B) of subsection (h)(l), or under clause (B) of
subsection (f)(l) of this section as in effect prior to the Social
Security Act Amendments of 1950, within the period prescribed by
such subparagraph or clause, or

(2) to file, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under subsection
(g) of this section as in efect prior to the Social Security Act
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Amendments of 1960, within the period prescribed by such subsection,
any such proof or application, as the case may be, which is filed after
the expiration of such period shall be deemed to have been filed within
such period if it is shown to the satisfaction of the Secretary that there was
good cause for failure tofile such proof or application within such period.
The determination of what constitutes good cause for purposes of this
subsection shall be made in accordance with regulations of the Secretary.
Adjustment of Old-Age, Wife's, or Husband's Insurance Benefit Amounts in

Accordance With Age of Beneficiary
Reduction of Old-Age, Disability, Wife's Husband'r, or Widow's In-

surance Benefit Amounts

(q) [(1) If the first month for which an individual is entitled to an
old-age, wife's, or husband's insurance benefit is a month before the
month in which such individual attains age 65, the amount of such
benefit for each month shall subject to the succeeding paragraphs of
this subsection, be reduced by-

[(A) % of 1 percent of such amount if such benefit is an old-age
insurance benefit, or 25% of 1 percent of such amount if such benefit
is a wife's or husband's insurance benefit; multiplied by

[(B) (i) the number of months in the reduction period for
such benefit (determined under paragraph (5)), if such benefit is
for a month before the month in which such individual attains
age 65, or

[(ii) the number of months in the adjusted reduction period
for such benefit (determined under paragraph (6)), if such benefit
is for the month in which such individual attains age 65 or for
any other month thereafter.]

(1) If the first month for which an individual is entitled to an old-age,
wife's, husband's, or widow's insurance benefit is a month before the
month in which such individual attains retirement age, the amount of
such benefit for each month shall, subject to the succeeding paragraphs
of this subsection, be reduced by-

(A) 6/9 of 1 percent of such amount if such benefit is an old-age
or widow's insurance benefit, or 256/6 of 1 percent of such amount

such benefit is a wife's or husband's insurance benefit, multiplied
°y

(B) (i) the number of months in the reduction period for such bene-
fit (determined under paragraph (6)), if such benefit is for a month
before the month in which such individual attains retirement age, or

(ii) the number of months in the adjusted reduction period for
such benefit (determined under paragraph (7)), if such benefit is for
the month in which such individual attains retirement age or for any
month thereafter.

(2) If an individual is entitled to a disability insurance benefit for a
month after a month for which such individual was entitled to an old-age
insurance benefit, such disability insurance benefit for each month shall
be reduced by the amount such old-age insurance benefit would be re-
duced under paragraphs (1) and (4) for such month had such individual
attained age 66 in the first month for which he most recently became
entitled to a disability insurance benefit.

[(2)] (S) (A) If the first month for which an individual both is
entitled to a [wife's or husband's insurance benefit] wife's, husband's,
or widow's insurance benefit and has attained [age 62] age 62 (in the
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case of a wife's or husband's insurance benefit) or age 60 (in the case of a
widow's insurance benefit) is a month for which such individual is also
entitled to-

(i) an. old-age insurance benefit- (to which such individual was
first entitled for a month before he attains age 65), or

(ii) a disability insurance benefit,
then in lieu of any reduction under paragraph (1) (but subject to the
succeeding paragraphs of this subsection) such [wife's or husband's
insurance benefit] wife's, husband's, or widow's insurance benefit for
each month shall be reduced as provided in subparagraph (B), (C),
or (D).

(B) For any month for which such individual is entitled to an old-
age insurance [benefitJ benefit and is not entitled to a disability in-
surance benefit, such individual's wife's or husband's insurance benefit
shall be reduced by the sum of-

(i) the amount by which such old-age insurance benefit is
reduced under paragraph (1)] (1) for such month, and

(ii) the amount by which such wife's or husband's insurance
benefit would be reduced under paragraph [(1)] (1) for such
month if it were equal to the excess of such wife's or'husband's
insurance benefit (before reduction under this subsection) over
such old-age insurance benefit (before reduction under this sub-
section).

[(C) For any month for which such individual is entitled to a
disability insurance benefit, such individual's wife's or husband's
insurance benefit shall be reduced by the amount by which such benefit
would be reduced under paragraph (.1) if it were equal to the excess of
such benefit (before reduction under this subsection) over such dis-
ability insurance benefit.]

(C) For any month for which such individual is entitled to a disability
insurance benefit, such individual's wife's, husband's, or widow's in-
surance benefit shall be reduced by the sum of-

(i) the amount by which such disability insurance benefit is reduced
under paragraph (2) for such month (if such paragraph applied to
such benefit), and

(ii) the amount by which such wife's, husband's, or widow's in-
surance benefit would be reduced under paragraph (1) for such month
if it were equal to the excess of such wife's, husband's, or widow's
insurance benefit (before reduction under this subsection) over such
disability insurance benefit (before reduction under this subsection).

(D) For any month for which such individual is entitled neither to
an old-age insurance benefit nor to a disability insurance benefit, such
individual's [wife's or husband's] wifes,' husband's, or widow's
insurance benefit shall be reduced by the amount by which it would
be reduced under paragraph (1).

(E) If the first month for which an individual is entitled to an old-age
insurance benefit (whether such first month occurs before, with, or after
the month in which such individual attains the age of 65) is a month for
which such individual is also (or would, but for subsection (e)(); be)
entitled to a widow's insurance benefit to which such individual was first
entitled for a month before she attained retirement age, then such old-ageinsurance benefit shall be reduced by whichever of the following is the
larger:

(i) the amount by which (but for this subparagraph) such old-age
insurance benefit would have been reduced under paragraph (1), or
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(ii) the amount equal to the sum of the amount by which such
widow's insurance benefit was reduced for the month in which such
individual attained retirement age and the amount by which such
old-age insurance benefit would be reduced under paragraph (1) if it
were equal to the excess of such old-age insurance benefit (before
reduction under this subsection) over such widow's insurance benefit
(before reduction under this subsection).

(F) If the first month for which an individual is entitled to a disability
insurance benefit (when such first month occurs with or after the month
in which such individual attains the age of 62) is a month for which such
individual is also (or would, but for subsection (e) (1), be) entitled to a
widow's insurance benefit to which such individual was first entitled for a
month before she attained retirement age, then such disability insurance
benefit for each month shall be reduced by whichever of the following is
larger:

(i) the amount by which (but for this subparagrgraph) such disa-
bility insurance benefit would have been reduced under paragraph
(2), or

(ii) the amount equal to the sum of the amount by which such
widow's insurance benefit was reduced for the month in which such
individual attained retirement age and the amount by which such
disability insurance benefit would be reduced under paragraph (2)
if it were equal to the excess of such disability insurance benefit
(before reduction under this subsection) over such widow's insurance
benefit (before reduction under this subsection).

(G) If the first month for which an individual is entitled to a disability
insurance benefit (when suchfirst month occurs before the month in which
such individual attains the age of 62) is a month for which such individual
is also (or would, but for subsection (e)(1), be) entitled to a widow's
insurance benefit, then such disability insurance benefit for each month
shall be reduced by the amount such widow's insurance benefit would be
reduced under paragraphs (1) and (4) for such month had such ilndividulal
attained age 62 in the first month for which he most recently became
entitled to a disability insurance benefit.

[(3)] (4) If-
(A) an individual is or was entitled to a benefit subject to

reduction [under] under paragraph (1) or (S) of this subsection,
and

(B) such benefit is increased by reason of an increase in the
primary insurance amount of the individual on whose wages and
self-employment income such benefit is based,

then the amount of the reduction of such benefit for each month shall
be computed separately (under paragraph (1) or [(2)] (3), whichever
applies) for the portion of such benefit, which constitutes such benefit
before any increase described in subparagraph (B), and separately
(under paragraph (1) or [(2)] (3), whichever applies to the benefit
being increased) for each such increase. For purposes of determining
the amount of the reduction under paragraph (1) or [(2)] (3) in any
such increase, the reduction period and the adjusted reduction period
shall be determined as if such increase were a separate benefit to
which such individual was entitled for and after the first month for
which such increase is effective.
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[(4)] (6) (A) No wife's insurance benefit shall be reduced under
this subsection-

(i) for any month before the first month for which there is in
effect a certificate filed by her with the Secretary in accordance
with regulations prescribed by him, in which she elects to receive
wife's insurance benefits reduced as provided in this subsection, or

(ii) for any month in which she has in her care (individually or
jointly with the person on whose wages and self-employment
income her wife's insurance benefit is based) a child of such person
entitled to child's insurance benefits.

(B) Any certificate described in subparagraph (A)(i) shall be
effective for purposes of this subsection (and for purposes of preventing
deductions under section 203(c)(2))--

(i) for the month in which it is filed and for any month there-
after, and

(ii) for months, in the period designated by the woman filing
such certificate, of one or more consecutive months (not exceeding
12) immediately preceding the month in which such certificate is
filed;

except that such certificate shall not be effective for any month before
the month in which she attains age 62, nor shall it be effective for any
month to which subparagraph (A)(ii) applies.

(C) If a woman does not have in her care a child described in sub-
paragraph (A)(ii) in the first month for which she is entitled to a wife's
insurance benefit, and if such first month is a month before the month
in which she attains age 65, she shall be deemed to have filed in such
first month the certificate described in subparagraph (A)(i).

(D) No widow's insurance benefit for a month in which she has in her
care a child of her deceased husband (or deceased former husband) entitled
to child's insurance benefits shall be reduced under this subsection below
the amount to which she would have been entitled had she been entitledfor
such month to mother's insurance benefits on the basis of her deceased
husband's (or deceased former husband's) wages and self-employment
income.

[(5)] (6) For purposes of this subsection, the "reduction period"
for an individual's old-age, [wife's or husband's] wife's, husband's, or
widow's insurance benefit is the period-

(A) beginning-
(i) in the case of an old-age [or husband's], husband's, or

widow's insurance benefit, with the first day of the first
month for which such individual is entitled to such benefit, or

(ii) in the case of a wife's insurance benefit, with the first
(lay of the first month for which a certificate described in
paragraph (4) (A) (i) is effective, and

(B) ending with the last day of the month before the month in
which such individual attains [age 65] retirement age.

1(6)] (7) For purposes of this subsection, the "adjusted reduction
period" for an individual's old-age, [wife's, or husband's] wife's,
husband's, or widow's insurance benefit is the reduction period pre-
scribed by paragraph [(5)] (6) for such benefit, excluding from such
period-

(A) any month in which such benefit was subject to deductions
under section 203(b), 203(c)(1), 203(d)(1), or 222(b),

(B) in the case of wife's insurance benefits, any month in which
she had in her care (individually or jointly with the person on
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whose wages and self-employment income such benefit is based)
a child of such person entitled to child's insurance benefits, [and](C) in the case of wife's or husband's insurance benefits, anymonth for which such individual was not entitled to such benefits
because the spouse on whose wages and self-employment income
such benefits were based ceased to be under a disability[.],(D) in the case of widow's insurance benefits, any month in which
the reduction in the amount of such benefit was determined under
paragraph (5)(D),

(E) in the case of widow's insurance benefits, any month beforethe month in which she attained retirement age for which she was
not entitled to such benefit because of the occurrence of an event that
terminated her entitlement to such- benefits, and

(F) in the case of old-age insurance benefits, any month for whichsuch individual was entitled to a disability insurance benefit.[(7)] (8) This subsection shall be applied after reduction under
section 203(a) and after application of section 215(g). If the amount
of any reduction computed under paragraph ((1)] (1), (2), or [(2)](3) is not a multiple of $0.10, it shall be reduced to the next lower
multiple of $0.10.

(9) For purposes of this subsection, the term "retirement age" means
age 65 with respect to an old-age, wife's or husband's insurance benefitand age 62 with respect to a widow's insurance benefit.
Presumed Filing of Application by Individuals Eligible for Old-Age Insurance

Benefits and for Wife's or Husband's Insurance Benefits

(r)(l) If the first month for which an individual is entitled to an
old-age insurance benefit is a month before the month in which such
individual attains age 65, and if such individual is eligible for a wife's
or husband's insurance benefit for such first month, such individual
shall be deemed to have filed an application in such month for wife's
or husband's insurance benefits.

(2) If the first month for which an individual is entitled to a wife's
or husband's insurance benefit reduced under subsection (q) is a month
before the month in which such individual attains age 65, and if such
individual is eligible (butfor section 202(k)(4)) for an old-age insurance
benefit for such first month, such individual shall be deemed to have
filed an application for old-age insurance benefits-

(A) in such month, or
(B) if such individual is also entitled to a disability insurance

benefit for such month, in the first subsequent month for which
such individual is not entitled to a disability insurance benefit.

(3) For purposes of this subsection, an individual shall be deemed
eligible for a benefit for a month if, upon filing application therefor in
such month, he would be entitled to such benefit for such month.

Child Aged 18 or Over Attending School

(s) (1) For the purposes of subsections (b) (1), (g) (1), (q) (5), and (q) (7)
of this section and pararagrphs (2), (3), and (4) of section 203(c), a child
who is entitled to child's insurance benefits under subsection (d) for any
month, and who has attained the age of 18 but is not in such month under
a disability (as defined in section 223(c)), shall be deemed not entitled to
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such benefits for such month, unless he was under such a disability in the
third month before such month.

(2) Subsection (f)), and so much of subsections (b) (), (d)(6),(e) (), (g)(s), and (h)(4) of this section as precedes the semicolon, shall
not apply in the case of any child unless such child, at the time of the
marriage referred to therein, was under a disability (as defined in section
223(e)) whwh began before such child attained the age of 22 or had been
under such a disability in the third month before the month in which such
marriage occurred.

(3) Subsections (c)(2)(B) and (f)(2)(B) of this section, so much ofsubsections (b) (), (d)(6), (e)(S), (g)(s), and (h) (4) of this section as
follows the semicolon, the last sentence of subsection (c) of section 203,subsection () (1)(C) of section 203, and subsection (b) (3) (B), (c) (6) (B),
(f) (s) (B), and (g) (6) (B) of section 216 shall not apply in the case of anychild with respect to any month referred to therein unless in such month
or the third month prior thereto such child was under a disability (as
defined in section 223(c)) which began before such child attained the ageof 22.

Suspension of Benefits of Aliens Who Are Outside the United States

(t)(1) Notwithstanding any other provision of this title, no monthlybenefits shall be paid under this section or under section 223 to anyindividual who is not a citizen or national of the United States for
any month which is-

(A) after the sixth consecutive calendar month during all of
which the Secretary finds, on the basis of information furnished
to him by the Attorney General or information which otherwise
comes to his attention, that such individual is outside the United
States; and

(B) prior to the first month thereafter for all of which such
individual has been in the United States.

(2) Paragraph (1) shall not apply to any individual who is a
citizen of a foreign country which the Secretary finds has in effect a
social insurance or pension system which is of general application in
such country and under which-

(A) periodic benefits, or the actuarial equivalent thereof, are
paid on account of old age, retirement, or death, and

(B) individuals who are citizens of the United States but not
citizens of such foreign country and who qualify for such benefits
are permitted to receive such benefits or the actuarial equivalentthereof while outside such foreign country without regard to the
duration of the absence.

(3) Paragraph (1) shall not apply in any case where its application
would be contrary to any treaty obligation of the United States in
effect on the date of the enactment of this subsection.

(4) Paragraph (1) shall not apply to any benefit for any month if-
(A) not less than forty of the quarters elapsing before such

month are quarters of coverage for the individual on whose
wages and self-employment income such benefit is based, or

(B) the individual on whose wages and self-employment income
such benefit is based has, before such month, resided in the United
States for a period or periods aggregating ten years or more, or

(C) the individual entitled to such benefit is outside the United
States while in the active military or naval service of the United
States, or
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(D) the individual on whose wages and self-employment in-
come such benefit is based died, before such month, either (i)
while on active duty or inactive duty training (a. those terms
are defined in section 210 (1) (2) and (3)) as a member of a uni-
formed service (as defined in section 210(m)), or (ii) as the result
of a disease or injury which the Administrator of Veterans'
Affairs determines was incurred or aggravated in line of duty
while on active duty (as defined in section 210 (1) (2)), or an
injury which he determines was incurred or aggravated in line of
duty while on inactive duty training (as defined in section 210
(1) (3)), as a member of a uniformed service (as defined in
section 210 (m)), if the Administrator determines that such
individual was discharged or released from the period of such
active duty or inactive duty training under conditions other than
dishonorable, and if the Administrator certifies to the Secretary
his determinations with respect to such individual under this
clause, or

(E) the individual on whose employment such benefit is based
had been in service covered by the Railroad Retirement Act
which was treated as employment covered by this Act pursuant
to the provisions of section 5(k)(1) of the Railroad Retirement
Act.

(5) No person who is, or upon application would be, entitled to a
monthly benefit under this .section for December 1956 shall be de-
prived, by reason of paragraph (1), of such benefit or any other benefit
based on the wages and self-employment income of the individual on
whose wages and self-employment income such monthly benefit for
December 1956 is based.

(6) If an individual is outside the United States when he dies and no
benefit may, by reason of paragraph (1), be paid to him for the month
preceding the month in which he dies, no lump-sum death payment
may be made on the basis of such individual's wages and self-employ-
ment income.

(7) Subsections (b), (c) and (d) of section 203 shall not apply with
respect to any individual for any month for which no monthly benefit
may be paid to him by reason of paragraph (1) of this subsection.

(8) The Attorney General shall certify to the Secretary such in-
formation regarding aliens who depart from the United States to any
foreign country (other than a foreign country which is territorially
contiguous to the continental United States) as may be necessary to
enable the Secretary to carry out the purposes of this subsection and
shall otherwise aid, assist, and cooperate with the Secretary in obtaining
such other information as may be necessary to enable the Secretary
to carry out the purposes of this subsection.

(9) No paym?.nts shall be made under part A of title XVIIII with
respect to items or services furnished to an individual in any month for
which the prohibition in paragraph (1) against payment of benefits to
him is applicable (or would be if he were entitled to any such benefits).

Conviction of Subversive Activities, etc.

(u)(1) If any individual is convicted of any offense (committed after
the date of the enactment of this subsection) under-

(A) chapter 37 (relating to espionage and censorship), chapter
105 (relating to sabotage), or chapter 115 (relating to treason,
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sedition, and subversive activities) of title 18 of the United States
Code, or

(B) section 4, 112, or 113 of the Internal Security Act of 1950,
as amended,

then the court may, in addition to all other penalties provided by law,
impose a penalty that in determining whether any monthly insurance
benefit under this section or section 223 is payable to such individual
for the month in which he is convicted or for any month thereafter,
[and] in determining the amount of any such benefit payable to such
individual for any such month, and in determining whether such in-
dividual is entitled to insurance benefits under part A of title XVIIIfor
any such month, there shall not be taken into account-

(C) any wages paid to such individual or to any other individ-
ual in the calendar quarter in which such conviction occurs or in
any prior calendar quarter, and

(D) any net earnings from self-employment derived by such
individual or by any other individual during a taxable year in
which such conviction occurs or during any prior taxable year.

(2) As soon as practicable after an additional penalty has, pursuant
to paragraph (1), been imposed with respect to any individual, the
Attorney General shall notify the Secretary of such imposition.

(3) If any individual with respect to whom an additional penalty
has been imposed pursuant to paragraph (1) is granted a pardon of the
offense by the President of the United States, such additional penalty
shall not apply for any month beginning after the date on which such
pardon is granted.

Waiver of Benefits

(v) Notwithstanding any other provisions of this title, in the case of
any individual who files a waiver pursuant to section 1402(h) of the
Internal Revenue Code of 1954 and is granted a tax exemption thereunder,
no benefits or other payments shall be payable under this title to him, no
payments shall be made on his behalf under part A of title XVIII, and
no benefits or other payments under this title shall be payable on the basis
of his wages and self-employment income to any other person, after the
filing of such waiver; except that, if thereafter such individual's tax exemp-
tion under such section O140(h) ceases to be effective, such waiver shall
cease to be applicable in the case of benefits and other payments under this
title and part A of title XVIII to the extent based on his self-employment
income for and after the first taxable year for which such tax exemption
ceases to be effective and on his wages for and after the calendar year
(if any) which begins in or with the beginning of such taxable year.

Reduction of Insurance Benefits
Maximum Benefits

Sec. 203. (a) Whenever the total of monthly benefits to which indi-
viduals are entitled under sections 202 and 223 for a month on the
basis of the wages and self-employment income of an insured indi-
vidual is greater than the amount appearing in column V of the table
in section 215(a) on the line on which appears in column IV such
insured individual's primary insurance amount, such total of benefits
shall be reduced to such amounts; except that-

(1) when any of such individuals so entitled would (but for the
provisions of section 202(k) (2) (A)) be entitled to child's insurance
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benefits on the basis of the wages and self-employment income of
one or more other insured individuals such total of benefits shall
not be reduced to less than the smaller of: (A) the sum of the
maximum amounts of benefits payable on the basis of the wages
and self-employment income of all such insured individuals, or
(B) the last figure in column V of the table appearing in section
215(a), or

[(2) when any of such individuals was entitled (without the
application of section 202(j)(1) and section 223(b)) to monthly
benefits under section 202 or section 223 for December 1958, and
the primary insurance amount of the insured individual on the
basis of whose wages and self-employment income such monthly
benefits are payable is determined under the provisions of section
215(a)(2) then such total benefits shall not be reduced to less
than the larger of-

[(A) the amount determined under this subsection without
regard to this paragraph, or

[(B) the amount determined under this subsection as in
effect prior to the enactment of the Social Security Amend-
iments of 1958 or the amount determined under section 102(h)
of the Social Security Amendments of 1964, as the case
may be, plus the excess of-

[(i) the primary insurance amount of such insured
individual in column IV of the table appearing in sec-
tion 215(a), over

[(ii) his primary insurance amount determined under
section 215(c), or

[(3) when any of such individuals is entitled (without the ap-plication of section 202(j)(l) and section 223(b)) to monthly
benefits based on the wages and self-employment income of an
insured individual with respect to whom a period of disability
(as defined in section 216(i)) began prior to January 1959 and
continued until-

[(A) he became entitled to benefits under section 202 or
223 or

i(B) he died, whichever first occurred,
and the primary insurance amount of such insured individual is
determined under the provisions of section 215(a) (1) or (3), then
such total of benefits shall not be reduced to less than $99.10 if
such primary insurance amount is $66, to less than $102.40 if
such primary insurance amount is $67, to less than $106.50 if
such primary insurance amount is $68, or, if such primary insur-
ance amount is higher than $68, to less than the smaller of----

[(C) the amount determined under this subsection with-
out regard to this paragraph, or $206.60, whichever is larger,
or

[(D) the amount in column V of such table on the same
line on which, in column IV, appears his primary insurance
amount plus the excess of-

(i) such primary insurance amount, over
[(ii) the smaller amount in column II of the table

on the line on which appears such primary insurance
amount.]

(2) when two or more persons were entitled (without the applica-
tion of section 202(j) (1) and section 223(b)) to monthly benefits under
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section 202 or 223 for any month which begins after December 1964
and before the enactment of the Social Security Amendments of 1965,
on the basis of the wages and self-employment income of such insured
individual., such total of benefits for any month occurring after Decem-
ber 1964 shall not be reduced to less than the larger of-

(A) the amount determined under this subsection without
regard to this paragraph, or

(B)(i) with respect to the month in which such Amendments
are enacted or any prior month, an amount equal to the sum of
the amounts derived by multiplying the benefit amount deter-
mined 'under this title (including this subsection, but without
the application of section 222(b), section 202(q), and subsections
(b), (c), and (d) of this section), as in effect prior to the enact-
ment of such Amendments, for each such person (other than a
person who would not be entitled to such benefits for such month
without the application of the amendments made by section 806
of the Social Security Amendments of 1965), for such month, by
107 percent and raising each such increased amount, if it is not
a multiple of $0.10, to the next higher multiple of $0.10, and

(ii) with respect to any month after the month in which such
Amendments are enacted, an amount egual to the sum of the
amounts derived by multiplying the benefit amount determined
under this title (including this subsection, but without the
application of section 222(b), section 202(q), and subsections
(b), (c), and (d) of this section), as in effect prior to the t.? Jctment
of such Amendments, for each such person (other than a person
who would not be entitled to such benefits for such month without
the application of the amendments made by section 306 of the
Social Security Amendments of 1965) for the month of enact-
ment, by 107 percent and raising each such increased amount,
if it is not a multiple of $0.10, to the next higher multiple of $0.10;

but in any such case (I) paragraph (1) of this subsection shall not
be applied to such total of benefits after the application of subpara-
graph (B) of this paragraph, and (II) if section 202(k) (2)(A) was
applicable in the case of any of such benefits for any such month
beginning before the enactment of the Social Security Amendments
of 1965, and ceases to apply after such month, the provisions of
subparagraph (B) shall be applied, for and after the month in which
such section 202(k) (2) (A) ceases to apply, as though paragraph (1)
had not been applicable to such total of benefits for such month
beginning prior to such enactment [.], or

(3) when any of such individuals is entitled to monthly benefits
as a divorced wife under section 202(b) or as a surviving divorced
wife under section 202(e) for any month, the benefit to which she
is entitled on the basis of the wages and self-employment income
of such insured individual for such month shall be determined
without regard to this subsection, and the benefits of all other indi-
viduals who are entitled for such month to monthly benefits under
section 202 on the wages and self-employment income of such insured
indiwiual shall be determined as if no such divorced uwfe or surviving
divorced wife were entitled to benefits for such month.

In any case in which benefits are reduced pursuant to the precedingprovisions of nis subsection, such reduction shall be made after any
deductions under this section and after any deductions under section
222(b). Whenever a reduction is made under this subsection, each
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benefit, except the old-age or disability insurance benefit, shall be
proportionately decreased.

Deductions on Account of Work

(b) Deductions, in amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, and from
any payment or payments to which any other persons are entitled on
the basis of such individual's wages and self-employment income,
until the total of such deductions equals--

(1) such individual's benefit or benefits under section 202
for any month, and

(2) if such individual was entitled to old-age insurance benefits
under section 202(a) for such month, the benefit or benefits of all
other persons for such month under section 202 based on such
individual's wages and self-employment income,

if for such month he is charged with excess earnings, under the provi-
sions of subsection (f) of this section, equal to the total of benefits
referred to in clauses (1) and (2). If the excess earnings so charged
are less than such total of benefits, such deductions with respect to
such month shall be equal only to the amount of such excess earnings.
If a child who has attained the age of 18 and is entitled to child's
insurance benefits, or a person who is entitled to mother's insurance
benefits, is married to an individual entitled to old-age insurance
benefits under section 202(a), such child or such person, as the case
may be, shall, for the purposes of this subsection and subsection (f),
be deemed to be entitled to such benefits on the basis of the wages and
self-employment income of such individual entitled to old-age insurance
benefits. If a deduction has already been made under this subsection
with respect to a person's benefit or benefits under section 202 for a
month, he shall be deemed entitled to payments under such section
for such month for purposes of further deductions under this subsec-
tion, and for purposes of charging of each person's excess earnings
under subsection (f), only to the extent of the total of his benefits
remaining after such earlier deductions have been made. For pur-
poses of this subsection and subsection (f)---

(A) an individual shall be deemed to be entitled to payments
under section 202 equal to the amount of the benefit or benefits to
which he is entitled under such section after the application of
subsection (a) of this section, but without the application of the
penultimaate sentence thereof; and

(B) if a deduction is made with respect to an individual's
benefit or benefits under section 202 because of the occurrence in
any month of an event specified in subsection (c) or (d) of this
section or in section 222(b), such individual shall not be considered
to be entitled to any benefits under such section 202 for such
month.

Deductions on Account of Noncovered Work Outside the United States or
Failure To Have Child in Care

(c) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
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of such deductions equals such individual's benefit or benefits under
section 202 for any month-

(1) in which such individual is under the age of seventy-two
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States; or
. (2) in which such individual, if a wife under age sixty-five
entitled to a wife's insurance benefit, did not have in her care
(individually or jointly with her husband) a child of her husband
entitled to a child's insurance benefit and such wife's insurance
benefit for such month was not reduced under the provisions of
sectioan202(q); or

(3) in which such individual, if a widow entitled to a mother's
insurance benefit, did not have in her care a child of her deceased
husband entitled to a child's insurance benefit; or

(4) in which such individual, if a [former wife divorced]
surviving divorced mother entitled to a mother's insurance benefit,
did not have in her care a child of her deceased former husband
who (A) is her son, daughter, or legally adopted child and (B) is
entitled to a child's insurance benefit on the basis.of the wages
and self-employment income of her deceased former husband.

For purposes of paragraphs (2), (3), and (4) of this subsection, a child
shall not be considered to be entitled to a child's insurance benefit
[for any month in which] for any month in which paragraph (1) of sec-
tion 202(s) applies or an event specified in section 222(b) occurs with
respect to such child. [No] Subject to paragraph (3) of such sec-
tion 202(s), no deduction shall be made under this subsection from any
child's insurance benefit for the month in which the child entitled to
such benefit attained the age of eighteen or any subsequent month.

Deductions From Dependents' Benefits on Account of Noncovered Work Out-
side the United States by Old-Age Insurance Beneficiary

(d)(1) Deductions shall be mutidc from any wife's, husband's, or
child's insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits, to-which
a [wife] wife, divorced wife, husband, or child is entitled, until the
total of such deductions equals such wife's, husband's, or child's
insurance benefit or benefits under section 202 for any month in which
such individual is under the age of seventy-two and on seven or more
different calendar days of which he engaged in noncovered remunera-
tive activity outside the United States.

(2) Ieductions shall be made from any child's insurance benefit to
which a child who has attained tlie age of eighteen is entitled, or from
any mother's insurance benefit to which a person is entitled, until that
total of such deductions equals such child's insurance benefit or
benefits or mother's insurance benefit or benefits under section'202 for
any month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to old-age insurance
benefits and on seven or more different calendar days of which such
individual engaged in noncovered remunerative activity outside the
United States.

Occurrence of More Than One Event

(e) If more than one of the events specified in subsections (c) and (d)
and section 222(b) occurs in any one month which would occasion

49-643 0-66-pt. 2--A
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deductions equal to a benefit for such month, only an amount equal to
such benefit shall be deducted.

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)-
(1) The amount of an individual's excess earnings (as defined in

paragraph (3)) shall be charged to months as follows: There shall
charged to the first month of such taxable year an amount of

his excess earnings equal to the sum of the payments to which he
and all other persons are entitled for such month under section 202
on the basis of his wages and self-employment income (or the total
of his excess earnings if such excess earnings are less than such
sum), and the balance, if any, of such excess earnings shall be
charged to each succeeding month in such year to the extent, in
the case of each such month, of the sum of the payments to which
such individual and all other persons are entitled for such month
under section 202 on the basis of his wages and self-employment
income, until the total of such excess has been so charged. Where
an individual is entitled to benefits under section 202(a) and other
persons are entitled to benefits under section 202 (b), (c), or (d)
on the basis of the wages and self-employment income of such
individual, the excess earnings of such individual for any taxable
year shall be charged in accordance with the provisions of this
subsection before the excess earnings of such persons for a taxable
year are charged to months in such individual's taxable year.
Notwithstanding the preceding provisions of this paragraph,
but, subject to section 202(a) no part of the excess earnings of an
individual shall be charged to any month (A) for which such
individual was not entitled to a benefit under this title, (B) irf
which such individual was age seventy-two or over, (C) in which
such individual, if a child entitled to child's insurance benefits
has attained the age of 18, or (D) in which such individual did
not engage in self-emnployment and did not render services for
wages (determined as provided in paragraph (5) of this subsec-
tion) of more than [$100] $150.

(2) As used in paragraph (1), the term "first month of such
taxable year" Ineans the earliest month in such year to which the
charging of excess earnings described in such paragraph is not
prohibited by the application of clauses (A), (B), (C), and (D)
thereof.

(3) For purposes of paragraph (1) and subsection (h), an indi-
vidual's excess earnings for a taxable year shall be his earnings for
such year in excess of the product of [$100] $150 multiplied
by the number of months in suchl year, except that of the first
[$500] $1,200 of such excess (or all of such excess if it is less
than [$500] $1,200), an amount equal to one-half thereof shall
not be included. 'lhe excess earnings as derived under the
preceding sentence, if not a multiple of $1, shall be reduced to
the next lower multiple of $1.

(4) For purposes of-clause (D) of paragraph (1)-
(A) An individual will be presumed, with respect to anymonth, to have been engaged in self-employment in such

month until it is shown to the satisfaction of the Secretarythat such individual rendered no substantial services in such

336



SOCIAL SECURITY AMENDMENTS OF 1965

month with respect to any trade or business the net income
or loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his net earnings or net loss
from self-employment for any taxable year. The Secretary
shall by regulations prescribe the methods and criteria for
determining whether or not an individual has rendered
substantial services with respect to any trade or business.

(B) An individual will be presumed, with respect to any
month, to have rendered service., for wages (determined as
provided in paragraph (5) of this subsection) of more than
[$100] $150 until it is shown to the satisfaction of the
Secretary that such individual did not render such services
in such month for more than such amount.

(5) (A) An individual's earnings for a taxable year shall be (i)
the sum of his wages for services rendered in such year and his
net earnings from self-employment for such year, minus (ii) any
net loss from self-employment for such year.

[(B) In determining an individual's net earnings from self-
employment and his net loss from self-employment for purposes
of subparagraph (A) of this paragraph and paragraph (4), the
provisions of section 211, other than paragraphs (1), (4), and (5)
of subsection (c), shall be applicable; and any excess of income
over deductions resulting from such a computation shall be hi"
net earnings from self-employment and any excess of deductions
over income so resulting shall be his net loss from self-employ-
ment.]

(B) For purposes of this section-
(i) an individual's net earnings from self-employment for

any taxable year shall be determined as provided in section 211,
except that paragraphs (1), (4), and (6) of section 211(c) shall
not apply and the gross income shall be computed by excluding
the amounts provided by subparagraph (D), and

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distributive
share of loss described in section 702(a)(9) of the Internal
Revenue Code of 1964) taken into account under clause (i) over
the gross income (plus his distributive share of income so
described) taken into account under clause (i).

(C) For purposes of this subsection, an individual's wages shall
be computed without regard to the limitations as to amounts of
remuneration specified in subsections (a), (g)(2), (g)(3), (h)(2),
and (j) of section 209; and in making such computation services
which do not constitute employment as defined in section 210,
performed within the United States by the individual as an em-
ployee or performed outside the United States in the active mili-
tary or naval service of the United States, shall be deemed to be
employment as so defined if the remuneration for such services is
not includible- in computing his net earnings or net loss from
self-employment.

(D) In the case of an individual-
(i) who has attained the age of 65 on or before the last day of

taxable year, and
(ii) who shows to the satisfaction of the Secretary that he is

receiving royalties attributable to a copyright or patent obtained
before the taxable year in which he attained the age of 66 and
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that the property to which the copyright or patent relates was
created by his own personal efforts, there shall be excluded from
gross income any such royalties.

(6) For purposes of this subsection, wages (determined as pro-
vided in paragraph (5)(C)) which, according to reports received
by tile Secretary, are paid to an individual during a taxable year
shall be presumed to have been paid to him for services performed
in such year until it is shown to the satisfaction of the Secretary
that they were paid for services performed in another taxable
year. If such reports with respect to an individual show his
wages for a calendar year, such individual's taxable year shall
be presumed to be a calendar year for purposes of this subsection
until it is shown to the satisfaction of the Secretary that his tax-
able year is not a calendar year.

(7) Where an individual's excess earnings are charged to a
month and the excess earnings so charged are less than the total
of the payments (without regard to such charting) to which all
persons are entitled under section 202 for such month on the
basis of his wages and self-employment income, the difference
between such total and the excess so charged to such month shall
be paid (if it is otherwise payable under this title) to such indi-
vidual and other persons in the proportion that the benefit to
which each of them is entitled (without regard to such charging,
without the application of section 202(k)(3), and prior to the
application of section 203(a)) bears to the total of the benefits to
which all of them are entitled.

Penalty for Failure To Report Certain Events

(g) Any individual in receipt of benefits subject to deduction under
subsection (c) (or who is in receipt of such benefits on behalf of an-
other individual), because of the occurrence of an event specified
therein, who fails to report such occurrence to the Secretary prior to
the receipt and acceptance of an insurance benefit for the second
month following the month in which such event occurred, shall suffer
an additional deduction equal to that imposed under subsection (c),
except that the first additional deduction imposed by this subsection
in the case of any individual shall not exceed an amount equal to one
month's benefit even though the failure to report is with respect to
more than one month.

Report of EarningH to Secretary

(h)(1)(A) If an individual is entitled to any monthly insurance
benefit under section 202 during any taxable year in which he has
earnings or wages, as computed pursuant to paragraph (5) of sub-
section (f), in excess of the product of [$100] $150 times the number
of months in such year, such individual (or the individual who is in
receipt of such benefit on his behalf) shall make a report to the Secre-
tary of his earnings (or wages) for such taxable year. Such report shall
be made on or before the fifteenth day of the fourth month following
the close of such year, and shall contain such information and be
made in such manner as the Secretary may by regulations prescribe.
Such report need not be made for any taxable year (i) beginning with
or after the month in which such individual attained the age of 72, or
(ii) if benefit payments for all months (in such taxable year) in which
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such individual is under age 72 have been suspended under the pro-
visions of the first sentence of paragraph (3) of this subsection.

(B) If the benefit payments of an individual have been suspended
for all months in any taxable year under the provisions of the first
sentence of paragraph (3) of this subsection, no benefit payment shall
be made to such individual for any such month in such taxable year
after the expiration of tlie period of three years, three months, and
fifteen days following the close of such taxable year unless within such
period the individual, or some other person entitled to benefits under
this title on the basis of the same wages and self-employment income,
files with the Secretary information showing that a benefit for such
month is payable to such individual'.

(2) If an individual fails to make a report required under paragraph
(1), within the time prescribed therein, for any taxable year and any
deduction is imposed under subsection (b) by reason of his earnings
for such year, he shall suffer additional deductions as follows:

(A) if such failure is the first one with respect to which an addi-
tional deduction is imposed under this paragraph, such additional
deduction shall be equal to his benefit or benefits for the last
month of such year for which he was entitled to a benefit under
section 202;

(B) if such failure is the second one for which an additional
deduction is imposed under this paragraph, such additional
deduction shall be equal to two times his benefit or benefits for
the last month of such year for which he was entitled to a benefit
under section 202;

(C) if such failure is the third or a subsequent one for which
an additional deduction is imposed under this paragraph, such
additional deduction shall be equal to three times his benefit or
benefits for the last month of such year for which he was entitled
to a benefit under section 202;

except that the number of the additional deductions required by this
paragraph with respect to a failure to report earnings for a taxable
year shall not exceed the number of months in such year for which
such individual received and accepted insurance benefits under section
202 and for which deductions are imposed under subsection (b) by
reason of his earnings. In determining whether a failure to report
earnings is the first or a subsequent failure for any individual, all
taxable years ending prior to the imposition of the first additional
deduction under this paragraph, other than the latest one of such years,
shall be disregarded..

(3) If the Secretary determines, on the basis of information obtained
by or submitted to him, that it may reasonably be expected that an
individual entitled to benefits under section 202 for any taxable year
will suffer deductions imposed under subsection (b) by reason of his
earnings for such year, the Secretary may, before the close of such
taxable year, suspend the total or less than the total payment for each
month in such year (or for only such months as the Secretary may
specify) of the benefits payable on the basis of such individual's wages
and self-employment income; and such suspension shall remain in
effect with respect to tle benefits for any month until the Secretaryhas determined whether or not any deduction is imposed for such
month under subsection (b). The Secretary is authorized, before the
close of the taxable year of an individual entitled to benefits during
such year, to request of such individual that he make, at such time
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or times as the Secretary may specify, a declaration of his estimated
earnings for the taxable year and that he furnish to the Secretary such
other information with respect to such earnings as the Secretary may
specify. A failure by such individual to comply with any such
request shall in itself constitute justification for a determination under
this paragraph that it may reasonably be expected that the indi-
vidual will suffer deductions imposed under subsection (b) by reason
of his earnings for such year. If, after the close of a taxable yearof an individual entitled to benefits under section 202 for such year,the Secretary requests such individual to furnish a report of his
earnings (as computed pursuant to paragraph (5) of subsection (f))
for such taxable year or any other information with respect to such
earnings which the Secretary may specify, and the individual fails
to comply with such request, such failure shall in itself constitute
justification for a determination that such individual's benefits are
subject to deductions under subsection (b) for each month in such
taxable year (or only for such months thereof as the Secretary may
specify) by reason of his earnings for such year.

Circumstances Under Which Deductions and Reductions Not Required

(i) In the case of any individual, deductions by reason of the pro-
visions'of subsection (b), (c), (g), or (h) of this section, or the provisionsof section 222(b), shall, notwithstanding such provisions, be made
from the benefits to which such individuals entitled only to the extent
that such deductions reduce the total amount which would other-
wise be paid, on the basis of the same wages and self-employmentincome, to such individual and the other individuals living in the
same household.

Attainment of Age Seventy-two

(j) For the purposes of this section, an individual shall be considered
as seventy-two years of age during the entire month in which he attains
such age

Noncovered Remunerative Activity Outside the United States

(k) An individual shall be considered to be engaged in noncovered
remunerative activity outside the United States if he performs services
outside the United States as an employee and such services do not
constitute employment as defined in section 210 and are not performedin the active military or naval service of the United States, or if he
carries on a trade or business outside the United States (other than
the performance of service as an employee) the net income or loss of
which (1) is not includible in computing his net earnings from self-
employment for a taxable year and (2) would not be excluded from
net earnings from self-employment, if carried on in the United States,
by any of the numbered paragraphs of section 211(a). When used
in the'-preceding sentence with respect to a trade or business (otherthan the performance of service as an employee), the term "United
States" does not include the Commonwealth of Puerto Rico, the
Virgin Islands, Guam, or American Samoa in the case of an alien who
is not a resident of the United States (including the Commonwealth
of Puerto Rico, the Virgin Islands, Guam, and American Samoa) and
the term "trade or business" shall have the same meaning as when
used in Section 162 of the Internal Revenue Code of 1954.
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Good Cause for Failure To Make Reports Required

(1) The failure of an individual to make any report required by
subsection (g) or (h) (1) (A) within the time prescribed therein shall
not be regarded as such a failure if it is shown to the satisfaction of the
Secretary that he had good cause for failing to make such report within
such time. The determination of what constitutes good cause for
purposes of this subsection shall be made in accordance with regu-lations of the Secretary.

Overpayments and Underpayments
[Sec. 204. (a) Whenever an error has been made with respect to pay-

ments to an individual under this title (including payments made
prior to January 1, 1940), proper adjustments shall be made, under
regulations prescribed by the Secretary, by increasing or decreasing
subsequent payments to which such individual is entitled. If such
individual dies before such adjustment has been completed, adjust-ment shall be made by increasing or decreasing subsequent benefits
payable with respect to the wages and self-employment income which
were the basis of benefits of such deceased individual.]

Sec. 204. (a) Whenever the Secretary finds that more or less than the
correct amount of payment has been made to any person under this title,
proper adjustment or recovery shall be made, under regulations prescribedby the Secretary, as follows:

(I) With respect to payment to a person of more than the correct amount
the Secretary shall decrease any payment under this title to which such
overpaid person is entitled, or shall require such overpaid person or his
estate to refund the amount in excess of the correct amount, or shall
decrease any payment under this title payable to his estate or to any other
person on the basis of the wages and self-employment income which
were the basis of the payments to such overpaid person, or shall apply
any combination of the foregoing.

(2) With respect to payment to a person of less than the correct amount,
the Secretary shall make payment of the balance of the amount due such
underpaid person, or, if such person dies before payments are completedor before negotiating one or more checks representing correct payments,disposition of the amount due shall be made under regulations prescribedby the Secretary in such order of priority as he determines will best
carry out the purposes of this title.

[(b) There shall be no adjustment or recovery by the United
States in any case where incorrect payment has been made to an
individual who is without fault (including payments made prior to
January 1, 1940), and where adjustment or recovery would defeat
the purpose of this title or would be against equity and good con-
science.J

(b) In any case in which more than the correct amount of payment has
been made, there shall be no adjustment of payments to, or recovery bythe United Statesfrom, any person who is without fault if such adjustment
or recovery would defeat the purpose of this title or would be againstequity and good conscience.

(c) No certifying or disbursing officer shall be held liable for anyamount certified or paid by him to any person where the adjustmentor recovery of such amount is waived under subsection (b), or where
adjustment under subsection (a) is not completed prior to the death
of all persons against whose benefits deductions are authorized.
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Evidence, Procedure, and Certification for Payment
Sec. 205. (a) The Secretary shall have full power and authority to

make rules and regulations and to establish procedures, not incon-
sistent with the provisions of this title, which are necessary or appro-
priate to carry out such provisions, and shall adopt reasonable, and
proper rules and regulations to regulate and provide for the nature
and-extent of the proofs and evidence and the method of taking and fur-
nishing the same in order to establish the right to benefits hereunder.

(b) The Secretary is directed to make findings of fact, and decisions
as to the rights of any individual applying for a payment under this
title. Upon request by any such individual or upon request by a
[wife, widow, former wife divorced] wife,. divorced wife, widow, sur-
viving divorced wife, surviving divorcedmother, husband, widower, child,
or parent who makes a showing in writing that his or her rights may be
prejudiced by any decision the Secretary has rendered, he shall give
such applicant and such other individual reasonable notice and oppor-
tunity for a hearing with respect to such decision, and, if a hearing is
held, shall, on the basis of evidence adduced at the hearing, affirm,
modify, or reverse his findings of fact and such decision. Any such
request with respect to such a decision must be filed within such period
after such decision as may be prescribed in regulations of the Secretary,
except that the period so prescribed may not be less than six months
after notice of such decision is mailed to the individual making such
request. The Secretary is further authorized, on his own motion, to
hold such hearings and to conduct such investigations and other pro-
ceedings as he may deem necessary or proper for the administration of
this title. In the course of any hearing, investigation, or other
proceeding, he may administer oaths and affirmations, examine wit-
nesses, and receive evidence. Evidence may be received at any hear-
ing before the Secretary even though inadmissible under rules of
evidence applicable to court procedure.

(c) (1) For the purposes of this subsection-
(A) The term "year" means a calendar year when used with

respect to wages and a taxable year (as defined in section 211(e))
when used with respect to self-employment income.
(B) The term "time limitation" means a period of three years,

three months, and fifteen days.
(C) The term "survivor" means an individual's spouse [former

wife divorced,] surviving divorced wife, surviving divorced mother,
child, or parent, who survives such individual.

(2) On the basis of information obtained by or submitted to the Sec-
retary, and after such verification thereof as he deems necessary, the
Secretary shall establish and maintain records of the amounts of
wages paid to, and the amounts of self-employment income derived
by, each individual and of the periods in which such wages were paid
and such income was derived and upon request, shall inform anyindividual or his survivor, or the legal representative of such indi-
vidual or his estate, of the amounts of wages and self-employment
income of such individual and the periods during which such wages
were paid and such income was derived, as shown by such records at
the time of such request.

(3) The Secretary's records shall be evidence for the purpose of
proceedings before the Secretary or any court of the amounts of wages
paid to, and self-employment income derived by, an individual and of
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the periods in which such wages were paid and such income was de-
rived. The absence of an entry in such records as to wages alleged
to have been paid to, or as to self-employment income alleged to
have been derived by, an individual in any period shall be evidence
that no such alleged wages were paid to, or that no such alleged
income was derived by, such individual during such period.

(4) Prior to the expiration of the time limitation following any
year the Secretary may, if it is brought to his attention that any
entry of wages or self-employment income in his records for such
year is erroneous or that any item of wages' or self-employment
income for such year has been omitted from such records, correct
such entry or include such omitted'item in his records, as the case
may be. After the expiration of the time limitation following any
year--

(A) the Secretary's records (with changes, if any, made pur-
suant to paragraph (5)) of the amounts of wages paid to, and
self-employment income derived by, an individual during any pe-
riod in such year shall be conclusive for the purposes of this title;

(B) the absence of an entry in the Secretary's records as to
the wages alleged to have been paid by an employer to an indi-
vidual during any period in such year shall be presumptive
evidence for the purposes of this title that no such alleged wages
were paid to such individual in such period; and

(C) the absence of an entry in the Secretary's records as to the
self-employment income alleged to have been derived by an indi-
vidual in such year shall be conclusive for the purposes of this
title that no such alleged self-employment income was derived by
such individual in such year unless it is shown that he filed a
tax return of this self-employment income for such year before
the expiration of the time limitation following such year, in
which case the Secretary shall include in his records the self-
-employment income of such individual for such year.

(5) After the expiration of the time limitation following any year in
which wages were paid or alleged to have been paid to, or self-employ-
ment income was derived or alleged to have been derived by, an indi-
vidual, the Secretary may change or delete any entry with respect to
wages or self-employment income in his records of such year for such
individual or include in his records of such year for such individual any
omitted item of wages or self-employment income but only-

(A) if an application for monthly benefits or for a lump-sum
death payment was filed within the time limitation following such
year; except that no such change, deletion, or inclusion may be
made pursuant to this subparagraph after a final decision upon
the application for monthly benefits or lump-sum death payment;

(B) if within the time limitation following such year an indi-
vidual or his survivor makes a request for a change or deletion, or
for an inclusion of an omitted item, and alleges in writing that the
Secretary's records of the wages paid to, or the self-employment
income derived by, such individual in such year are in one or
more respects erroneous; except that no such change, deletion, or
inclusion may be made pursuant to this subparagraph after a final
decision upon such request. Written notice of the Secretary's
decision on any such request shall be given to the individual who
made the request;

(C) to correct errors apparent on the face of such records;
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(D) to transfer items to records of the Railroad Retirement
Board if such items were credited under this title when they should
have been credited under the Railroad Retirement Act, or to enter
items transferred by the Railroad Retirement Board which have
been credited under the Railroad Retirement Act when they
should have been credited under tbis title;

(E) to delete or reduce the amount of any entry which is
erroneous as a result of fraud;

(F) to conform his records to-
(i) tax returns or portions thereof (including information

returns and other written statements) filed with the Com-
missioner of Internal Revenue under title VIII of the Social
Security Act, under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, under
chapter 2 or 21 of the Internal Revenue Code of 1954, or
under regulations made under authority of such title, sub-
chapter, or chapter;

(n) wage reports filed by a State pursuant to an agreement
under section 218 or regulations of the Secretary, thereunder;
or

(iii) assessments of amounts due under an agreement
pursuant to section 218, if such assessments are made within
the period specified in subsection (q) of such section, or
allowances of credits or refunds of overpayments by a State
under an agreement pursuant to such section;

except that no amount of self-employment income of an individual
for any taxable year (if such return or statement was filed after
the expiration of the time limitation following the taxable year)
shall be included in the Secretary's records pursuant to this sub-
paragraph;

(G) to correct errors made in the allocation, to individuals or
periods, of wages or self-employment income entered in the records
of the Secretary;

(H) to include wages paid during any period in such year to an
individual by an employer if there is an absence of an entry in the
Secretary's records of wages having been paid by such employer
to such individual in such period;

(I) to enter items which constitute remuneration for employ-
ment under subsection (o), such entries to be in accordance with
certified reports of records made by the Railroad Retirement
Board pursuant to section 5(k) (3) of the Railroad Retirement
Act of 1937; or

(J) to include self-employment income for any taxable year,
up to, but not in excess of, the amount of wages deleted by the
Secretary as payments erroneously included in such records as
wages paid to such individual, if such income (or net earnings
from self-employment), not already included in such records as
self-employment income, is included in a return or statement
(referred to in subparagraph (F)) filed before the expiration of
the time limitation following the taxable year in which such
deletion of wages is made.

(6) Written notice of any deletion or reduction under paragraph (4)
or (5) shall be given to the individual whose record is involved or to
his survivor, except that (A) in the case of a deletion or reduction with

'respect to any entry of wages such notice shall be given to such individ-
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ual only if he has previously been notified by the Secretary of the
amount of his wages for the period involved, and (B) such notice shall
be given to such survivor only if he or the individual whose record is
involved has previously been notified by the Secretary of the amount of
such individual's wages and self-employment income for the period
involved.

(7) Upon request in writing (within such period, after any change or
refusal of a request for a change of his records pursuant to this sub-
section, as the Secretary may prescribe), opportunity for hearing with
respect to such change or refusal shall be afforded to any individual or
his survivor. If a hearing is held pursuant to this paragraph the
Secretary shall make findings of fact and a decision based upon the
evidence adduced at such hearing and shall include any omitted items,
or change or delete any entry, in his records as may be required by
such findings and decision.

(8) Decisions of the Secretary under this subsection shall be re-
viewable by commencing a civil action in the United States district
court as provided in subsection (g).

(d) For the purpose of any hearing, investigation, or other proceed-
ing authorized or directed under this title, or relative to any other
matter within his jurisdiction hereunder, the Secretary shall have
power to issue subpenas requiring the attendance and testimony of
witnesses and the production of any evidence that relates to anymatter under investigation or in question before the Secretary. Such
attendance of witnesses and production of evidence at the designated
place of such hearing, investigation, or other proceeding may be
required from any place in the United States or-in any Territory or
possession thereof. Subpenas of the Secretary shall be served byanyone authorized by him (1) by delivering a copy thereof to the indi-
vidual named therein, or.(2) by registered mail or by certified mail ad-
dressed to such individual at his last dwelling place or principal place of
business. A verified return by the individual so serving the subpena
setting forth the manner of service, or, in the case of service by regis-
tered mail or by certified mail, the return post-office receipt therefor
signed by the individual so served, shall be proof of service. Witnesses
so subpenaed shall be paid the same fees and mileage as are paid
witnesses in the district courts of the United States.

(e) In case of contumacy by, or refusal to obey a subpena duly
served upon, any person, any district court of the United States for the
judicial district in which said person charged with contumacy or re-
fusal to obey is found or resides or transacts business, upon application
by the Secretary, shall have jurisdiction to issue an order requiringsuch person to appear and give testimony, or to appear and produce
evidence, or both; any failure to obey such order of the court may be
punished by said court as contempt thereof.

(f) No person so subpenaed or ordered shall be excused from attend-
ing and testifying or from producing books, records, correspondence,
documents, or other ee ridence on the ground that the testimony or
evidence required of him may tend to incriminate him or subject him
to a penalty or forfeiture; but no person shall be prosecuted or sub-
jected to any penalty or forfeiture for, or on account of, any transac-
tion, matter, or thing concerning which he is compelled, after havingclaimed his privilege against self-incrimination, to testify or produceevidence, except that such person so testifying shall not be exempt
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from prosecution and punishment for perjury committed in so
testifying.

(g) Any individual, after any final decision of the Secretary made
after a hearing to which he was a party, irrespective of the amount in
controversy, may obtain a review of such decision by a civil action
commenced within sixty days after the mailing to him of notice of such
decision or within such further time as the Secretary may allow. Such
action shall be brought in the district court of the United States
for the judicial district in which the plaintiff resides or has his princi-pal place of business, or, if he does not reside or have his principal
place of business within any such judicial district, in the District
Court of the United States for the District of Columbia. As part of
his answer the Secretary shall file a certified copy of the transcript
of the record including the evidence upon which the findings and de-
cision complained of are based. The court shall have power to enter,
upon the pleadings and transcript of the record, a judgment affirming,
modifying, or reversing the decision of the Secretary, with or without
remanding the cause for a rehearing. The findings of the Secretary as
to any fact, if supported by substantial evidence, shall be conclusive,
and where a claim has been denied by the Secretary or a decision is
rendered under subsection (b) hereof which is adverse to an individual
who was a party to the hearing before the Secretary, because of failure
of the claimant or such individual to submit proof in conformity with
any regulation prescribed under subsection (a) hereof, the court shall
review only the question of conformity with such regulations and the
validity of such regulations. The court shall, on motion of the
Secretary made before he files his answer, remand the case to the
Secretary for further action by the Secretary, and may at any time,
on good cause shown, order additional evidence to be taken before the
Secretary, and the Secretary shall, after the case is remanded, and after
hearing such additional evidence if so ordered, modify or affirm his
findings of fact or his decision, or both, and shall file with the court
any such additional and modified findings of fact and decision, and a
transcript of the additional record and testimony upon which his
action in modifying or affirming was based. Such additional or modi-
fied findings of fact and decision shall be reviewable only to the extent
provided for review of the original findings of fact and decision. The
judgment of the court shall be final except that it shall be subject to
review inthe same manner as a judgment in other civil actions. Any
action instituted in accordance with this subsection shall survive
notwithstanding any change in the person occupying the office of
Secretary or any vacancy in such office.

(h) The findings and decision of the Secretary after a hearing shall
be binding upon all individuals who were parties to such hearing. No
findings of fact or decision of the Secretary shall be reviewed by any
person, tribunal, or governmental agency except as herein provided.
No action against the United States, the Secretary, or any officer or
employee thereof shall be brought under Section 24 of the Judicial
Code of the United States to recover on any claim arising under this
title.

(i) Upon final decision of the Secretary, or upon final judgment of
any court of competent jurisdiction, that any person is entitled to any
payment or payments under this title, the Secretary shall certify to
the Managing Trustee the name and address of the person so entitled
to receive such payment or payments, the amount of such payment or
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payments, and the time at which such payment or payments should
be made, and the Managing Trustee, through the Fiscal Service of the
Treasury Department, and prior to any action thereon by the General
Accounting Office, shall make payment in accordance with the certifi-
cation of the Secretary: Provided, That where a review of the Secre-
tary's decision is or may be sought under subsection (g) the Secretary
may withhold certification of payment pending such review. The
Managing Trustee shall not be held personally liable for any payment
or payments made in accordance with a certification by the Secretary.

(j) When it appears to the Secretary that the interest of an appli-
cant entitled to a payment would be served thereby, certification of
payment may be made, regardless of the legal competency or incom-
petency of the individual entitled thereto, either for direct payment
to such applicant, or for his use and benefit to a relative or some other
person.

(k) Any payment made after December 31, 1939, under conditions
set forth in subsection (j), any payment made before January 1, 1940,
to, or on behalf of, a legally incompetent individual, and any payment
made after December 31, 1939, to a legally incompetent individual
without knowledge by the Secretary of incompetency prior to certifica-
tion of payment, if otherwise valid under this title, shall be a complete
settlement and satisfaction of any claim, right, or interest in and to
such payment.

(1) The Secretary is authorized to delegate to any member, officer,
or employee of the Department of Health, Education, and Welfare
designated by him any of the powers conferred upon him by this
section, and is authorized to be represented by his own attorneys in
any court in any case or proceeding arising under the provisions of
subsection (e).

[(n) The Secretary may, in his discretion, certify to the Managing
Trustee any two or more individuals of the same family for joint pay-
ment of the total benefits payable to such individuals.]

(n) The Secretary may, in his discretion, certify to the Managing
Trustee any two or more individuals of the same familyfor joint payment
of the total benefits payable to such individuals for any month, and if
one of such individuals dies before a check representing such joint pay-
ment is negotiated, payment of the amount of such unrmgotiated check to
the surviving individual or individuals may be authorized in accordance
with regulations of the Secretary of the Treasury; except that appropriate
adjustment or recovery shall be made under section 204(a) with respect
to so much of the amount of such check as exceeds the amount to which
such surviving individual or individuals are entitled under this title for
such month.

Crediting of Compensation Under the Railroad Retirement Act

(o) If there is no person who would be entitled, upon application
therefor, to an annuity under section 5 of the Railroad Retirement
Act of 1937, or to a lump-sum payment under subsection(f)(1) of such
section with respect to the death of an employee (as defined in such
Act), then notwithstanding section 210(a)(9) of this Act, compensa-
tion (as defined in such Railroad Retirement Act, but excluding
compensation attributable as having been paid during any month on
account of military service creditable under section 4 of such Act if
wages are deemed to have been paid to such employee during such
month under subsection (a) or (e) of section 217 of this Act) of such

347



SOCIAL SECURITY AMENDMENTS OF 1965

employee shall constitute remuneration for employment for purposes
of determining (A) entitlement to and the amount of any lump-sum
death payment under this title on the basis of such employee's wages
and self-employment income and (B) entitlement to and the amount of
any monthly benefit under this title, for the month in which such
employee died or for any month thereafter, on the basis of such wages
and self-employment income. For such purposes, compensation (as
so defined) paid in a calendar year shall, in the absence of evidence
to the contrary, be presumed to have been paid in equal proportionswith respect to all months in the year in which the employee rendered
services for such compensation.

Special Rules in Case of Federal Service

(p) (1) With respect to service included as employment under
section 210 which is performed in the employ of the United States
or in the employ of any instrumentality which Is wholly owned bythe United States, including service, performed. as a member of a
uniformed service, to which the provisions of subsection (1)(1) of
such section are applicable, and including service, performed as a
volunteer or volunteer leader within the meaning of the Peace CorpsAct, to which the provisions of section 210(o) are applicable, the
Secretary shall not make determinations as to whether an individual
has performed such service, the periods of such service, the amounts
of remuneration for such service which constitute wages under the
provisions of section 209, or the periods in which or for which such
wages were paid, but shall accept the determinations with respectthereto of the head of the appropriate Federal agency or instrumen-
tality and of such agents as such head may designate, as evidenced
by returns filed in accordance with the provisions of section 3122 of
the Internal Revenue Code of 1954 and certifications made pursuant
to this subsection. Such determinations shall be final and conclusive.

(2) The head of any such agency or instrumentality is authorized
and directed, upon written request of the Secretary, to make certi-
fication to him with respect to any matter determinable for the Secre-
tary by such head or his agents under this subsection, which the
Secretary finds necessary in administering this title.-

(3) The provisions of paragraphs (1) and (2) shall be applicable in
the case of service performed by a civilian employee, not compensated
from funds appropriated by the Congress, in the Army and Air Force
Exchange Service, Army and Air Force Motion Picture Service, Navy
Exchanges, Marine Corps Exchanges, or other activities, conducted
by an instrumentality of the United States subject to the jurisdiction
of the Secretary of Defense at installations of the Department of
Defense for the confort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; and for pur-
poses of paragraphs (1) and (2) the Secretary of Defense shall be
deemed to be the head of such instrumentality. The provisions of
paragraphs (1) and (2) shall be applicable also in the case of service
performed by a civilian employee, not compensated from funds
appropriated by the Congress, in the Coast Guard Exchanges or other
activities, conducted by an instrumentality of the United States
subject to the jurisdiction of the Secretary of the Treasury, at installa-
tions of the Coast Guard for the comfort, pleasure, contentment, and
mental and physical improvement of personnel of the Coast Guard;
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and for purposes of paragraphs (1) and (2) the Secretary of the Treas-
ury shall be deemed to be the head of such instrumentality.

[Representation of Claimants Before the Secretary]
Sec. 206(a). The Secretary may prescribe rules and regulations

governing the recognition of agents or other persons, other than
attorneys as hereinafter provided, representing claimants before the
Secretary, and may require of such agents or other persons, before
being recognized as representatives of claimants that they shall
show that they are of good character and in good repute, possessed
of the necessary qualifications to enable them to render such claimant
valuable service, and otherwise competent to advise and assist such
claimants in the presentation of their cases. An attorney in good
standing who is admitted to practice before the highest court of the
State, Territory, District, or insular possession of his residence or
before the Supreme Court of the United States or the inferior Federal
courts, shall be entitled to represent claimants before the Secretary.
The Secretary may, after due notice and opportunity for hearing,
suspend or prohibit from further practice before him any such person,
agent, or attorney who refuses to comply with the Secretary's rules
and regulations or who violates any provision of this secton for
which a penalty is prescribed. The Secretary may, by rule and
regulation, prescribe the maximum fees which may be charged for
services performed in connection with any claim before the Secretary
under this title, and any agreement in violation of such rules and
regulations shall be void. Any person who shall, with intent to
defraud, in any manner willfully and knowingly deceive, mislead,
or threaten any claimant or prospective claimant or beneficiary under
this title by word, circular, letter, or advertisement, or who shall
knowingly charge or collect directly or indirectly any fee in excess
of the maximum fee, or make any agreement directly or indirectly to
charge or collect any fee in excess of the maximum fee, prescribed by
the Secretary shall be deemed guilty of a misdemeanor and, upon con-
viction thereof, shall for each offense be punished by a fine not ex-
ceeding $500 or by imprisonment not exceeding one year, or both.

(b) (1) Whenever a court renders a judgment favorable to a claimant
who was represented before the court by an attorney, the court may deter-
mine and allow as part of its judgment a reasonable fee for such repre-
sentation, not in excess of 26 percent of the total of the past due benefits
to which the claimant is entitled by reason of such judgment, and the
Secretary may, notwithstanding the provisions of section (i), 206
certify the amount of suchfeefor payment to such attorney out of, and not
in addition to, the amount of such past due benefits. In case of any such
judgment, no other fee may be payable or certified for payment for such
representation except as provided in this paragraph.

(2) Any attorney who charges, demands, receives, or collects for services
rendered in connection with proceedings before a court to which paragraph
(1) is applicable any amount in excess of that allowed by the court there-
under shall be guilty of a misdemeanor and upon conviction thereof shall
be subject to a fine of not more than $500, or imprisonment for not more
than one year, or both.
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Assignment
Sec. 207. The right of any person to any future payment under this

title shall not be transferable or assignable, at law or in equity, and
none of the moneys paid or payable or rights existing under this title
shall be subject to execution, levy, attachment, garnishment, or other
legal process, or to the operation of any bankruptcy or insolvency law.

Penalties
Sec. 208. Whoever-

(a) for the purpose of causing an increase in any payment
authorized to be made under this title, or for the purpose of caus-
ing any payment to be made where no payment is authorized
under this title, shall make or cause to be made any false statement
or representation (including any false statement or representation
in connection with any matter arising under subchapter E of
chapter 1, or subchapter A or E of chapter 9 of the Internal
Revenue Code of 1939, or chapter 2 or 21 or subtitle F of the
Internal Revenue Code of 1954) as to-

(1) whether wages were paid or received for employment
(as said terms are defined in this title and the Internal
Revenue Code), or the amount of wages or the period during
which paid or the person to whom paid; or

(2) whether net earnings from self-employment (as such
term is defined in this title and in the Internal Revenue Code)
were derived, or as to the amount of such net earnings or the
period during which or the person by whom derived; or

(3) whether a person entitled to benefits under this title
had earnings in or for a particular period (as determined
under section 203(f) of this title for purposes of deductions
from benefits), or as to the amount thereof; or

(b) makes or causes to be made any false statement or repre-
sentation of a material fact in any application for any payment
or for a disability determination under this title; or

(c) at any time makes or causes to be made any false state-
ment or representation of a material fact for use in determining
rights to payment under this title; or

(d) having knowledge of the occurrence of any event affecting
(1) his initial or continued right to any payment under this
title, or (2) the initial or continued right to any payment of any
other individual in whose behalf he has applied for or is receiving
such payment, conceals or fails to disclose such' event with an
intent fraudulently to secure payment either in a greater amount
than is due or when no payment is authorized; or

(e) having made application to receive payment under this
title for the use and benefit of another and having received such
a payment, knowingly and willfully converts such a payment,
or any part thereof, to a use other than for the use and benefit
of such other person;
shall be guilty of a misdemeanor and upon conviction thereof
shall be fined not more than $1,000 or imprisoned for not more
than one year, or both.
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Definition of Wages
Sec. 209. For the purposes of this title, the term "wages" means

remuneration paid prior to 1951 which was wages for the purposes of
this title under the law applicable to the payment of such remuneration,
and remuneration paid after 1950 for employment, including the
cash value of all remuneration paid in any medium other than cash;
except that, in the case of remuneration paid after 1950, such term
shall not include-

(a)(1) That part of remuneration which, after remuneration
(other than remuneration referred to in the succeeding subsections
of this section) equal to $3 600 with respect to employment has
been paid to an individual during any calendar year prior to
1955, is paid to such individual during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of
this section) equal to $4,200 with respect to employment has been
paid to an individual during any calendar year after 1954 and
prior to 1959, is paid to such individual during such calendar
year;

(3) That part of remuneration which, after remuneration
(other than remuneration referred to in the succeeding subsections
of this section) equal to $4,800 with respect to employment has
been paid to an individual during any calendar year after 1958,
and prior to 1966 is paid to such individual during such calendar
year;

(4) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $6,600 with respect to employment has been paid
to an individual during any calendar year after 1966, is pazd to
such individual during such alendar year;

(b) The amount of any payment (including any amount paid
by an employer for insurance or annuities, or into a fund, to
provide for any such payment) made to, or on behalf of, an
employee or any of his dependents under a plan or system estab-
lished by an employer which makes provision for his employees
generally (or for his employees generally and their dependents)
or for a class or classes of his employees (or for a class or classes
of his employees and their dependents), on account of (1) retire-
ment, or (2) sickness or accident disability, or (3) medical or
hospitalization expenses-in connection with sickness or accident
disability, or (4) death;

(c) Any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund,
to provide for any such payment) on account of retirement;

(d) Any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to, or on behalf of,
an employee after the expiration of six calendar months following
the last calendar month in which the employee worked for such
employer;

(e) Any payment made to, or on behalf of, an employee or
his beneficiary (1) from or to a trust exempt from tax under
section 165 (a) of the Internal Revenue Code of 1939 at the time
49-648 o-4--pt. 2--
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of such payment or, in the case of a payment after 1954, under
sections 401 and 501(a) of the Internal Revenue Code of 1954,
unless such payment is made to an employee of the trust as
remuneration for services rendered as such employee and not
as a beneficiary of the trust, or (2) under or to an annuity plan
which, at the time of such payment, meets the requirements of
section 165(a) (3), (4), (5), and (6) of the Internal Revenue Code
of 1939 or, in the case of a payment after 1954 and prior to 1963,
the requirements of section 401(a) (3), (4), (5), and (6) of the
Internal Revenue Code of 1954, or (3) under or to an annuity
plan which, at the time of any such payment after 1962, is a plan
described in section 403(a) of the Internal Revenue Code of
1954, or (4) under or to a bond purchase plan which, at the time
of any such payment after 1962, is a qualified bond purchase
plan described in section 405(a) of the Internal Revenue Code of
1954;

(f) The payment by an employer (without deduction from the
remuneration of the employee) (1) of the tax imposed upon an
employee under section 1400 of the Internal Revenue Code of
1939, or in the case of a payment after 1954 under section 3101
of the Internal Revenue Code of 1954, or (2) of any payment
required from an employee under a State unemployment com-
pensation law;

(g)(l) Remuneration paid in any medium other than cash to
an employee for service not in the course of the employer's trade
or business or for domestic service in a private home of the
employer;

(2) Cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home
of the employer, if the cash remuneration paid in such quarter
by the employer to the employee for such service is less than $50.
As used in this paragraph, the term "domestic service in a private
home of the employer" does not include service described in
section 210(f) (5);

(3) Cash remuneration paid by an employer in any calendar
quarter to an employee for service not in the course of the em-
ployer's trade or business, if the cash remuneration paid in such
quarter by the employer to the employee for such service is less
than $50. As used in this paragraph, the term "service not in
the course of the employer's trade or business" does not include
domestic service in a private home of the employer and does not
include service described in section 210(f)(5);

(h)(l) Remuneration paid in any medium other than cash for
agricultural labor;

(2) Cash remuneration paid by an employer in any calendar
year to an employee for agricultural labor unless (A) the cash
remuneration paid in such year by the employer to the employee
for such labor is $150 or more, or (B) the employee performs
agricultural labor for the employer on twenty days or more
during such year for cash remuneration computed on a time basis;

(i) Any payment (other than vacation or sick pay) made to
an employee after the month in which he attains age 62 (if a
woman) or age 65 (if a man), if he did not work for the employer
in the period for which such payment is made. As used in this
subsection, the term "sick pay" includes remuneration for serv-
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ice in the employ of a State, a political subdivision (as defined in
section 218(b)(2)) of a State, or an instrumentality of two or
more States, paid to an employee thereof for a period during
which he was absent from work because of sickness;

(j) Remuneration paid by an employer in any quarter to an
employeefor service described in section 210(j)(3)(C) (relating
to home workers), if the cash remuneration paid in such quarter by
the employer to the employee for such service is less than $50; or

(k) Remuneration paid to or on behalf of an employee if (and
to the extent that) at. the time of the payment of such
remuneration it is reasonable to believe that, a corresponding
deduction is allowable'under section 217 of the Internal Revenue
Code of 1954.

For purposes of this title, in the case of domestic service described
in subsection (g)(2), any payment of cash remuneration for such
service which is more or less than a whole-dollar amount shall, under
such conditions and to such extent as may be prescribed by regulations
made under this title, be computed to the nearest dollar. For the
purpose of the computation to the nearest dollar, the payment of a
fractional part of a dollar shall be disregarded unless it amounts to
one-half dollar or more, in which case it shall be increased to $1. The
amount of any payment of cash remuneration so computed to the
nearest dollar shall, in lieu of the amount actually paid, be deemed
to constitute the amount of cash remuneration for purposes of sub-
section (g)(2).
For purposes of this title, in the case of an individual performing

service, as a member of a uniformed service, to which the provisions
of section 210(1)(1) are applicable, the term "wages" shall, subject
to the provisions of subection (a) of this section, include as such
individual's remuneration for such service only his basic pay as de-
scribed in section 102(10) of the Servicemen's and Veterans' Survivor
Benefits Act.
For purposes of this title, in the case of an individual performing

service, as a volunteer or volunteer leader within the meaning of the
Peace Corps Act, to which the provisions of section 210(o) are appli-
cable, (1) the term "wages" shall, subject to the provisions of sub-
section (a) of this section, include as such individual's remuneration
for such service only amounts certified as payable pursuant to section
5(c) or 6(1) of the Peace Corps Act, and (2) any such amount shall
be deemed to have been paid to such individual at the time the service,
with respect to which it is paid, is performed.

Definition of Employment
Sec. 210. For the purposes of this title--

Employment
(a) The term "employment" means any service performed after

1936 and prior to 1951 which was employment for the purposes of
this title under the law applicable to the period in which such service
was performed, and any service, of whatever nature, performed after
1950 either (A) by an employee for the person employing him, irre-
spective of the citizenship or residence of either, (i) within the United
States, or (ii) on or in connection with an American vessel or American
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aircraft under a contract of service which is entered into within the
United States or during the performance of which and while the em-
loyee is employed on the vessel or aircraft it touches at a port in the
nited States, if the employee is employed on and in connection with

such vessel or aircraft when outside the United States, or (B) outside
the United States by a citizen of the United States as an employee
(i) of an American employer (as defined in subsection (e)),-or (ii) of a
foreign subsidiary (as defined in section 3121(1) of the Internal Reve-
nue Code of. 1954) of a domestic corporation (as determined in accord-
ance with section 7701 of the Internal Revenue Code of 1954) during
any period for which there is in effect an agreement, entered into
pursuant to section 3121(1) of the Internal Revenue Code of 1954,
with respect to such subsidiary; except that, in the case of service
performed after 1950, such term shall not include-

(1) Service performed by foreign. agricultural workers- (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended, or (B)' lawfully admitted
to the United States from the Bahamas, Jamaica, and the other
British West Indies, or from any other foreign country or posses-
sion thereof, on a temporary basis to perform agricultural labor;

(2) Domestic service performed in a local college club; or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) Service performed by an individual in the employ of
his spouse, and service performed by a child under the age of
twenty-one in the employ of his father or mother;

(B) Service not in the course of the employer's trade or business,
or domestic service in a private home of the employer, performed
by an individual in the employ of his son or daughter;

(4) Service performed by an individual on or in connection with
a vessel not an American vessel, or on or in connection with an air-
craft not an American aircraft, if (A) the individual is employed
on and in connection with such vessel or aircraft when outside the
United States and (B)(i) such individual is not a citizen of the
United States or (ii) the employer is not an American employer;

(5) Service performed in the employ of any instrumentality of
the United States, if such instrumentality is exempt from the tax
imposed by section 3111 of the Internal Revenue Code of 1954 by
virtue of any provisions of law which specifically refers to such sec-
tion in granting such exemption;

(6) (A) Service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a
law of the United States;

(B). Service performed by an individual in the employ of an in-
strumentality of the United States if such an instrumentality was
exempt from the tav imposed by section 1410 of the Internal
Revenue Code of 193-. on December 31, 1950, and if such service
is covered by a retirement system established by such instru-
mentality; except that the provisions of this subparagraph shall
not be applicable to-

(i) service performed in the employ of a corporation which
is wholly owned by the United States;
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(ii) service performed in the employ of a Federal land bank,
a Federal intermediate credit bank, a bank for cooperatives, a
Federal land bank association, a production credit associa-
tion, a Federal Reserve Bank, a Federal Home Loan Bank,
or a Federal Credit Union;

(iii) service performed in the employ of a State, county, or
community committee under the Production and Market-
ing Administration;

(iv) service performed by a civilian employee, not com-
pensated. from funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps
Exchanges, or other activities) conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of Defense, at installations of the Department
of Defense for thacotnfort, pleasure, contentment, and mental
and physical improvement of personnel of such Department;
or

(v) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Coast Guard Exchanges or other activities, conducted by an
instrumentality of the United States subject to the juris-
diction of the Secretary of the Treasury, at installations of
the Coast Guard for the comfort, pleasure, contentment,
and mental and physical improvement of personnel of the
Coast Guard;

(C) Service performed in the employ of the United States
or in the employ of any instrumentality of the United States if
such service is performed-

(i) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissioner of or
to the Congress;

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an inmate

thereof;
.(iv) by any individual as an employee included under section

2 of the Act of August 4; 1947 (relating to certain interns,
student nurses, and other student employees of hospitals of
the Federal Government; 5 U.S.C., sec. 1052), other than as a
medical or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom the Civil Service Retire-
ment Act does not apply because such individual is subject
to another retirement system (other. than the retirement
system of the Tennessee Valley Authority);

(7) Service performed in the employ of a State, or any political
subdivision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service included under an agreement under section 218,
(B) service which, under subsection (k), constitutes

covered transportation service, [or]
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(C) service in the employ of the Government of Guam or
the Goverment of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or more
of the foregoing which is wholly owned thereby, performed
by an officer or employee thereof (including a member of the
legislature of any such Government or political subdivision),
and, for purposes of this title--

(i) any person whose service as such an officer or employee
is not covered by a retirement system established by a law of
the United States shall not, with respect to such service,.be
regarded as an officer or employee of the United States or
any agency or instrumentality thereof, and

(ii) the remuneration for service described in clause (i) (in-
cluding fees paid to a public official) shall be deemed to have
been paid by the Government of Guanm or the Government of
American Sanmoa or by a political subdivision thereof or an
instrumentality of any one or more of the foregoing which is
wholly owned thereby, whichever, is appropriate[;], or

(D) Service performed in the employ of the District of
Columbia or any instrumentality which is wholly owned
thereby, if such service is not covered by a retirement system
established by a law of the United States; except that the
provisions of this subparagraph shall not be applicable to service
performed-

(i) in a hospital or penal institution by a patient or
inmate thereof;

(ii) by any individual as an employee included under
section 2 of the Act of August 4, 1947 (relating to certain
interns, student nurses, and other student employees of
hospitals of the District of Columbia Government; 5 U.S.C.
1052), other than as a medical or dental intern or as a
medical or dental resident in training;

(iii) by any individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency; or

(iv) by a member of a board, committee, or council of
the District of Columbia, paid on a per diem, meeting, or
other fee basis;

(8) (A) Service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order;

(B) Service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c)(3)
of the Internal Revenue Code of 1954, which is exempt from in-
come tax under section 501 (a) of such Code, but this subparagraph
shall not apply to service performed during the period for which a
certificate, filed pursuant to section 3121(k) of the Internal
Revenue Code of 1954, is in effect if such service is performed by
an employee-

(i) whose signature appears on the list filed by such organi-
zation under such section 3121 (k),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii) was filed, or
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(iii) who, after the calendar quarter in which the certificate
was filed with respect to a group described in paragraph (1)
(E) of such section 3121 (k), became a member of such group,except that this subparagraph shall apply with respect to service

performed by an employee as a member of a group described in
such paragraph (1)(E) with respect to which no certificate is in
effect;

(9) Service performed by an individual as an employee or
employee representative as defined in section 3231 of the Internal
Revenue Code of 1954;

(10) (A) Service performed in any calendar quarter in the em-
ploy of any organization exempt from income tax under section
501 of the.Internal Revenue Code of.1954, if the remuneration for
such service is less than $50;

(B) Service performed in the employ of a school, college, or
university if such service is performed by a student who is en-
rolled and is regularly attending classes at such school, college, or
university; -

(11) Service performed in the employ of a foreign government(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) Service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) If the service is of a character similar to that per-formed in foreign countries by employees of the United
States Government or of an instrumentality thereof, and

(B) If the Secretary of State shall certify to the Secretary of
the Treasury that the foreign government, with respect to
whose instrumentality and employees thereof exemption is
claimed, grants an equivalent exemption with respect to
similar service performed in the foreign country by employees
of the United States Government and of instrumentalities
thereof;

(13) Service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' trainingschool chartered or approved pursuant to State law; [and service
performed as an interne in the employ of a hospital by an indi-
vidual who has completed a four years' course in a medical school
chartered or approved pursuant to State law]

(14) (A) Service performed by an individual under the age of
eighteen in the delivery or distribution of newspapers or shopping
news, not including delivery or distribution to any point for subse-
quent delivery or distribution;

(B) Service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on the
retention of the excess of such price over the amount at which the
newspapers or magazines are charged to'him, whether or not he is
guaranteed a minimum amount of compensation for such service,
or is entitled to be credited with the unsold newspapers or maga-
zines turned back;

(15) Service performed in the employ of an international
organization entitled to enjoy privileges, exemptions, and im-
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munities as an international organization under the International
Organizations Immunities Act (59 Stat. 669);

(16) Service performed by-an individual under an arrangement
with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural or
horticultural commodities (including livestock, bees, poultry,
and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities produced
by such individual, or the proceeds therefrom, are to be di-
vided between such individual and such owner or tenant, and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) Service in the employ of any organization which is per-
formed (A) in any quarter during any part of which such organiza-
tion is registered, or there is in effect a final order of the Subversive
Activities Control Board requiring such organization to register,
under the Internal Security Act of 1950, as amended, as a Com-
munist-action organization, a Communist-front organization, or a
Communist-infiltrated organization, and (B) after Jun 30, 1956;

(18) Service performed in Guam by a resident of the Republic
of the Philippines while in Guam on a temporary basis as a nonim-
migrant alien admitted to Guam pursuant to section 101(a)(15)
(H)(ii) of the Immigration and Nationality Act (8 U.S.C. 1101
(a)(15)(H)(ii)); or

(19) Service which is performed by a nonresident alien in-
dividual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of section
101(a) (15) of the Immigration and Nationality Act, as amended,
and which is performed to carry out the purpose specified in
subparagraph (F) or (J), as the case may be.

Included and Excluded Service

(b) If the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment then none of the
services of such employee for such period shall be deemed to be
employment. As used in this subsection, the term "pay period"
means a period (of not more than thirty-one consecutive days) for
which a payment of remuneration is ordinarily made to the employee
by the person employing him. This subsection shall not be applicable
with respect to services performed in a pay period by an employee for
the person employing him, where any of such service is excepted by
paragraph (9) of subsection (a).

American Vessel

(c) The term "American vessel" means any vessel documented or
numbered under the laws of- the United States; and includes any
vessel which is neither documented or numbered under the laws of
the United States nor documented under the laws of any foreign
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country, if its crew is employed solely by one or more citizens or
residents of the United States or corporations organized under the
laws of the United States or of any State.

American Aircraft

(d) The term "American aircraft" means an aircraft registered
under the laws of the United States.

American Employer

(e) The term "American employer" means an employer which is (1)
the United States or any instrumentality thereof, (2) a State or any
political subdivision thereof, or any instrumentality of any one or
more of the foregoing, (3) an individual who is a resident of the United
States, (4) a partnership, if two-thirds or more of the partners are
residents of the United States, (5) a trust, if all of the trustees are
residents of the United States, or (6) a corporation organized under
the laws of the United States or of any State.

Agricultural Labor

(f) The term "agricultural labor" includes all service performed-
(1) On a farm, in the employ of any person, in connection with

cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the raising,
shearing, feeding, caring for, training, and management of live-
stock, bees, poultry, and fur-bearing animals and wildlife.

(2) In the employ of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such service
is performed on a farm.

(3) In connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15 (g)
of the Agricultural Marketing Act, as amended, or in connection
with the ginning of cotton, or in connection with the operation
or maintenance of ditches, canals, reservoirs, or waterways, not
owned or operated for profit, used exclusively for supplying and
storing water for farming purposes.

(4) (A) In the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market, in its unmanufactured state, any
agricultural or horticultural commodity; but only if such operator
produced more than one-half of the commodity with respect to
which such service is performed.

(B) In the employ of a group of operators of farms (other than
a cooperative organization) in the performance of service described
in subparagraph (A), but only if such operators produced all of the
commodity with respect to which such service is performed. For
the purposes of this subparagraph, any unincorporated group of
operators shall be deemed a cooperative organization if the num-
ber of operators comprising such group is more than twenty at
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any time during the calendar quarter in which such service is
performed.

(5) On a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer.

The provisions of subparagraphs (A) and (B) of paragraph (4) shall
not be deemed to be applicable with respect to service performed in
connection with commercial canning or commercial freezing or in con-
nection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution for consumption.

Farm

(g) The term "farm" includes stock, dairy, poultry, fruit, fur-bear-
ing animal, and truck farms, plantations, ranches, nurseries, ranges,
greenhouses or other similar structures used primarily for the raising
of agricultural or horticultural commodities, and orchards.

State

(h) The term "State" includes the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands, Guam, and American
Samoa.

United States

(i) The term "United States" when used in a geographical sense
means the States, the District of Columbia, the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, and American Samoa.

Employee

(j) The term "employee" means-
(1) any officer of a corporation; or
(2) any individual who, under the usual common law rules ap-

plicable in determining the employer-employee relationship, has
the status of an employee; or

(3) any individual (other than an individual who is an employee
under paragraph (1) or (2) of this subsection) who performs serv-
ices for remuneration for any person-

(A) as an agent-driver or commission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or
laundry or drycleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such
person which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an agent-
driver or commission-driver, engaged upon a full-time basis
in the solicitation on behalf of, and the transmission to his
principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers,
contractors, or operators of hotels, restaurants, or other
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similar establishments for merchandise for resale or supplies
for use in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term
"employee" under the provisions of this paragraph if such indi-
vidual has a substantial investment in facilities used in connec-
tion with the performance of such services (other than in facilities
for transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

Covered Transportation Service

(k) (1) Except as provided in paragraph (2), all service performed
in the employ of a State or political subdivision in connection with its
operation of a public transportation system shall constitute covered
transportation service if any part of the transportation system was
acquired from private ownership after 1936 and prior to 1951.

(2) Service performed in the employ of a State or political subdivi-
sion in connection with the operation of its public transportation
system shall not constitute covered transportation service if-

(A) any part of the transportation system was acquired from
private ownership after 1936 and prior to 1951, and substantially
all service in connection with the operation of the transportation
system is, on December 31, 1950, covered under a general retire-
ment system providing benefits which, by reason of a provision
of the State constitution dealing specifically with retirement
systems of the State or political subdivisions thereof, cannot be
diminished or impaired; or

(B) no part of the transportation system operated by the State
or political subdivision on December 31, 1950, was acquired from
private ownership after 1936 and prior to 1951;

except that if such State or political subdivision makes an acquisition'
after 1950 from private ownership of any part of its transportation
system, then, in the case of any employee who-

(C) became an employee of such State or political subdivision
in connection with and at the time of its acquisition after 1950 of
such part, and

(D) prior to such acquisition rendered service in employment
in connection with the operation of such part of the transportation
system acquired by the State or political subdivision,

the service of such employee in connection with the operation of the
transportation system shall constitute covered transportation service
commencing with the first day of the third calendar quarter following
the calendar quarter in which the acquisition of such part took place,
unless on such first day such service of such employee is covered by a
general retirement system which does not, with respect to such
employee, contain special provisions applicable only to employees
described in subparagraph (C).

(3) All service performed in the employ of a State or political sub-
division thereof in connection with its operation of a public transporta-
tion system shall constitute covered transportation service if the trans-
portation system was nol operated by the State or political subdivision
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prior to 1951 and, at the time of its first acquisition (after 1950) from
private ownership of any part of its transportation system, the State
or political subdivision did not have a general retirement system
covering substantially all service performed in connection with the
operation of the transportation system.

(4) For the purposes of this subsection-
(A) The term "general retirement system" means any pension,

annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the
State, political subdivision, or both; but such term shall not
include such a fund or system which covers only service performed
in positions connected with the operation of its public transporta-
tion system.

(B) A transportation system or a part thereof shall be con-
sidered to have been acquired by a State or political subdivision
from private ownership if prior to the acquisition service per-
formed by employees in connection with the operation of the
system or part thereof acquired constituted employment under
this title, and some of such employees become employees of the
State or political subdivision in connection with and at the time
of such acquisition.

(C) The term "political subdivision" includes an instrumen-
tality of (i) a State, (ii) one or more political subdivisions of a
State, or (iii) a State and one or more of its political subdivisions.

Service in the Uniformed Services

(1)(1) Except as provided in paragraph (4), the term "employment"
shall, notwithstanding the provisions of subsection (a) of this section,
include service performed after December 1956 by an individual as a
member of a uniformed service on active duty; but such term shall not
include any such service which is performed while on leave without
pay.p2) The term "active duty" means "active duty" as described in
section 102 of the Servicemen's and Veterans' Survivor Benefits Act,
except that it shall also include "active duty for training" as described
in such section.

(3) The term "inactive duty training" means "inactive duty train-
ing" as described in such section 102.

(4) (A) Paragraph (1) of this subsection shall not apply in the case
of any service, performed by an individual as a member of a uniformed
service, which is creditable under section 4 of the Railroad Retirement
Act of 1937. The Railroad Retirement Board shall notify the Secre-
tary of Health, Education, and Welfare, as provided in section 4(p) (2)
of that Act, with respect to all such service which is so creditable.

(B) In any case where benefits under this title are already payable
on the basis of such individual's wages and self-employment income at
the time such notification (with respect to such individual) is received
by the Secretary, the Secretary shall certify no further benefits for
payment under this title on the basis of such individual's wages and
self-employment income, or shall recompute the amount of any further
benefits payable on the basis of such wages and self-employment in-
come, as may be required as a consequence of subparagraph (A) of
this paragraph. No payment of a benefit to any person on the basis of
such individual's wages and self-employment income, certified by the
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Secretary prior to the ena of the month in which he receives such
notification from the Railroad Retirement Board, shall be deemed by
reason of this subparagraph to have been an erroneous payment or a
payment to which such person was not entitled. The Secretary shall,
as soon as possible after the receipt of such notification from the Rail-
road Retirement Board, advise such Board whether or not any such
benefit will be reduced or terminated by reason of subparagraph (A),
and if any such benefit will be so reduced or terminated, specify the
first month with respect to which such reduction or termination will
be effective.

Member of a Uniformed Service

(nm) The term "member of a uniformed service" means any person
appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Guard (including a reserve com-
ponent of a uniformed service as defined in section 102(3) of the Serv-
icemen's and Veterans' Survivor Benefits Act), or in one of those
services without specification of component, or as a commissioned
officer of the Coast and Geodetic Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the
Army or Air Force under call or conscription. The term includes-

(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Fleet Marine Corps Re-

serve;
(3) a cadet at the United States Military Academy, a mid-

shipman at the United States Naval Academy, and a cadet at the
United States Coast Guard Academy or United States Air Force
Academy;

(4) a member of the Reserve Officers' Training Corps, the
Naval Reserve Officers' Training Corps, or the Air Force Re-
serve Officers' Training Corps, when ordered to annual training
duty for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from, or at, a place for final
acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty; or
(B) who, under the Universal Military Training and Serv-

ice Act, has been selected for active military or naval service;
and has been ordered or directed to proceed to such place.

The term does not include a temporary member of the Coast Guard
Reserve.

Crew Leader

(n) The term "crew leader". means an individual who furnishes
dndividuals to perform agricultural labor for another person, if such
individual pays (either on' his own behalf or on behalf of such person)
the individuals: so furnished by him for the agricultural labor per-
formed by. them and if such individual has not entered into a written
agreement with such person whereby such individual has been desig-
nated as an employee of such person; and such individuals furnished
by the crew leader to perform agricultural labor for another person
shall be deemed to be the employees of such crew leader. A crew
leader shall, with respect to services performed in furnishing individ-
uals to perform agricultural labor for another person and service
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performed as a member of the crew, be deemed not to be an employee
of such other person.

Peace Corps Volunteer Service

(o) The term "employment" shall, notwithstanding the provisions
of subsection (a), include service performed by an individual as a
volunteer or volunteer leader within the meaning of the Peace
Corps Act.

Self-Employment
Sec. 211. For the purposes of this title-

Net Earnings From Self-Employment

(a) The term "net earnings from self-employment" means the
gross income, as computed under Subtitle A of the Internal Revenue
Code of 1954, derived by an individual from any trade or business
carried on by such individual, less the deductions allowed under such
subtitle which are attributable to such trade or business, plus his
distributive share (whether or not distributed) of income or loss
described in section 702 (a)(9) of the Internal Revenue Code of 1954,
from any trade or business carried on by a partnership of which
he is a member; except that in computing such gross income and
deductions and such distributive share of partnership ordinary
income or loss-

(1) There shall be excluded rentals from real estate and from
personal property leased with the real estate (including such rentals
paid in crop shares), together with the deductions attributable
thereto, unless such rentals are received in the course of a trade
or business as a real estate dealer; except that the preceding pro-
visions of this paragraph shall not apply to any income derived
by the owner or tenant of land if (A) such income is derived under
an arrangement, between the owner or tenant and another
individual, which provides that such other individual shall pro-
duce agricultural or horticultural commodities (including live-
stock, bees, poultry, and fur-bearing animals and wildlife) on
such land, and that there shall be material participation by the
owner or tenant in the production or the management of the
production of such agricultural or horticultural commodities,
and (B) there is material participation by the owner or tenant
with respect to any such agricultural or horticultural commodity;

(2) There shall be excluded dividends on any share of stock,
and interest on any bond, debenture, note, or certificate, or other
evidence of indebtedness, issued with interest coupons or in
registered form by any corporation (including one issued by a
government or political subdivision thereof), unless such dividends
and interest (other than interest described in section 35 of the
Internal Revenue Code of 1954) are received in the course of a
trade or business as a dealer in stocks or securities;

(3) There shall be excluded any gain or loss (A) which is con-
sidered under Subtitle A of the Internal Revenue Code of 1954 as
gain or loss from the sale or exchange of a capital asset, (B) from
the cutting of timber, or the disposal of timber, coal, or iron ore,
if section 631 of the Internal Revenue Code of 1954 applies to
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such gain or loss, or (C) from the sale, exchange, involuntary con-
version, or other disposition of property i such property is
neither (i) stock in trade or other property of a kind which would
properly be includible in inventory if on hand at the close of the
taxable year, nor (ii) property held primarily for sale to customers
in the ordinary course of the trade or business;

(4) The deduction for net operating losses provided in section
172 of such Code shall not be allowed;

(5) (A) If any of the income derived from a trade or business
(other than a trade or business carried on by a partnership) is
community income under community property laws applicableto such income, all of the gross income and deductions attributable
to such trade or business shall be treated as the gross income and
deductions of the husband unless the wife exercises substantiallyall of the management and control of such trade or business, in
which case all of such gross income and deductions shall be treated
as the gross income and deductions of the wife;
,(B) If any portion of a partner's distributive share of the

ordinary net income or loss from a trade or business carried on by
a partnership is community income or loss under the community
property. laws applicable to such share, all of such distributive
share shall be included in -computing the net earnings from self-
employment of such partner, and no part of such share shall be
taken into account in computing the net earnings from self-
employment of the spouse of such partner;

(6) A resident of the Commonwealth of Puerto Rico shall
compute his net earnings from self-employment in the same
manner as a citizen of the United States but without regard to
the provisions of section 933 of the Internal Revenue Code of
1964;

(7) An individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order shall
compute his net earnings from self-employment derived from the
performance of service described in subsection (c)(4) without
regard to section 107 (relating to rental value of parsonages) and
section 119 (relating to meals and lodging furnished for the conven-
ience of the employer) of the Internal Revenue Code of 1954 and, in
addition, if he is a citizen of the United States performing such
service as an employee of an American employer (as defined in
section 210(e)) or as a minister in a foreign country who has a
congregation which is composed predominantly of citizens of the
United States, without regard to section 911 (relating to earned
income from sources without the United States) and section 931
(relating to income from sources within possessions of the United
States) of such Code; and

(8) The term "possession of the United States" as used in sec-
tions 931 (relating to income from sources within possessions of
the United States) and 932 (relating to citizens of possessions of
the United States) of the Internal Revenue Code of 1954 shall be
deemed not to include the Virgin Islands, Guam, or American
Samoa.

If the taxable year of a partner is different from that of the partnershipthe distributive share which he is required to include in computing his
net earnings from self-employment shall be based upon the ordinary
net income or loss of the partnership for any taxable year of the partner-
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ship (even though beginning prior to 1951) ending within or with his
taxable year. In the case of any trade or business which is carried on
by an individual or by a partnership and in which, if such trade or
business were carried on exclusively by employees, the major portion
of the services would constitute agricultural labor as defined in section
210(f)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than [$1,800] $2,400
the net earnings from self-employment derived by him from such
trade or business may, at his option, be deemed to be 66% percent
of such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than [$1,800] $2,400 and
the net earnings from self-employment derived by him from such
trade or business (computed under this subsection without re-
gard to this sentence) are less than [$1,200] $1,600, the net earn-
ings from self-employment derived by him from such trade or busi-
ness may, at his option, be deemed to be [$1,200] $1,600, and

(iii) in the case of a member of a partnership, i his distributive
share of the gross income of the partnership derived from such
trade or business (after such gross income has been reduced by
the sum of all payment to which section 707(c) of the Internal
Revenue Code of 1954 applies) is not more than [$1,800] $2,400,
his distributive share of income described in section 702(a)(9)
of such Code derived from such trade or business may, at his
option, be deemed to be an amount equal to 66/3 percent of his
distributive share of such gross income (after such gross income
hlas been so reduced); or

(iv) in the case of a member of a partnership, if his distributive
share of the gross income of the partnership derived from such
trade or business (after such gross income has been reduced by
the sum of all payments to which section 707(c) of the Internal
Revenue Code of 1954 applies) is more than [$1,800] $2,400, and
his distributive share (whether or not distributed) of income
described in section 702(a)(9) of such Code derived from such
trade or business (computed under this subsection without regard
to this sentence) is less than [$1,200] $1,600 his distributive share
of income described in such section 702(a)(9) derived from such
trade or business may, at his option, be deemed to be [$1,200]
$1,600

For the purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the

income is computed under a cash receipts and disbursements
method, the gross receipts from such trade or business reduced
by the cost or other basis of property which was purchased and
sold in carrying on such trade or business, adjusted (after such
reduction) in accordance with the provisions of paragraphs (1)
through (6) and paragraph (8) of this subsection; and

(vi) in the case of any such trade or business in which the
income is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the
provisions of paragraphs (1) through (6) and paragraph (8) of
this subsection;

and, for purposes of such sentence, if an individual (including a
member of a partnership) derives gross income from more than one
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such trade or business, such gross income (including his distributive
share of the gross income of any partnership derived from any such
trade or business) shall be deemed to have been derived from one
trade or business.

Self-Employment Income

(b) The term "self-employment income" means the net earnings
from self-employment derived by an individual (other than a non-
resident alien individual) during any taxable year beginning after
1950; except that such term shall not include-

(1) That part of the net earnings from self-employment which
is in excess of-

(A) For any taxable year ending prior to 1955, (i) $3,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; and

(B) For any taxable year ending after 1954 and prior to
1959, (i) $4,200, minus :(ii) the amount of the wages paid to
such individual during the taxable year; and

(C) For any taxable year ending after 1958 and prior to
1966, (i) $4,800, minus (ii) the amount of the wages paid
to such individual during the taxable year[; or] ; and

(D) For any taxable year ending after 1965 (i) $6,600,
minus (ii) the amount of the wages paid to such individual dur-
ing the taxable year; or

(2) The net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

An individual who is not a citizen of the United States but who is a
resident of the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, or American Samoa shall not, for the purposes of this sub-
section, be considered to be a nonresident alien individual.

Trade or Business

(c) The term "trade or business", when used with reference to self-
employment income or net earnings from self-employment, shall have
the same meaning as when used in section 162 of the Internal Revenue
Code of 1954, except that such terms shall not include-

(1) The performance of the functions of a public office;
(2) The performance of service by an individual as an employee,

other than-
(A) service described in section 201(a)(14)(B) performed

by an individual who has attained the age of eighteen,
(B) service described in section 210(a)(16),
(C) service described in section 210(a)(11), (12), or (15)

performed in the United States by a citizen of the United
States, and

(D) service described in paragraph (4) of this subsection;
(3) The performance of service by an individual as an employee

or employee representative as defined in section 3231 of the
Internal Revenue Code of 1954:

(4) The performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order; [or]
49-643 O-06--pt. 2-6
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[(5) The performance of service by an individual in the exercise
of his profession as a doctor of medicine or Christian Science
practitioner; or the performance oi such service by a partnership.](5) The performance of service by an individual in the exercise
of his profession as a Christian Science practitioner [.]; or

(6) The performance of service by an individual during the period
for which an exemption under section 1402(h) of the Internal Revenue
Code of1954 is effective with respect to him.

[The provisions of paragraph (4) shall not apply to service (other than
service performed by a member of a religious order who has taken a
vow of poverty as a member of such order) performed by an individual
during the period for which a certificate filed by such individual under
section 1402(e) of the Internal Revenue Code of 1954 is in effect. The
provisions of paragraph (5) shall not apply to service performed by an
individual in the exercise of his profession as a Christian Science
practitioner during the period for which a certificate filed by him under
section 1402(e) of the Internal Revenue Code of 1954 is in effect.]
The provisions of paragraph (4) or (6) shall not apply to service (other
than service performed by a member of a religious order who has taken a
vow of poverty as a member of such order) performed by an individual
during the periodfor which a certificate filed by him under section 1402(e)
of the Internal Revenue Code of 1964 is in effect. The provisions of
paragraph (2) shall not have the effect of excluding cash tips received by
an employee in the course of service which constitutes employment under
this title, on his own behalf and not on behalf of another person, from "net
earnings from self-employment" except that (i) this sentence shall not
apply in the case of tips which constitute remuneration for employment
under this title, and (ii) in applying subsection (a) with respect to tips to
which this sentence is applicable, only the deductions attributable to such
tips shall be taken into account.

Partnership and Partner

(d) The term "partnership" and the term "partner" shall have the
same meaning as when used in subchapter K of chapter 1 of the
Internal Reveue Code of 1954.

Taxable Year

(e) The term "taxable year" shall have the same meaning as when
used in subtitle A of the Internal Revenue Code of 1954; and the
taxable year of any individual shall be a calendar year unless he has
a different taxable year for the purposes of subtitle A of such Code,
in which case his taxable year for the purposes of this title shall be
the same as his taxable year under such subtitle A.

Partner's Taxable Year Ending as Result of Death

(f) In computing a partner's net earnings from self-employment for
his taxable year which ends as a result ofhis death (but only if such
taxable year ends within, and not with, the taxable year of the partner-
ship), there shall be included so much of the deceased partner's
distributive share of the partnership's ordinary income or loss for
the partnership taxable year as is not attributable to an interest in
the partnership during any period beginning on or after the first day
of the first calendar month following the month in which such partner
died. For purposes of this subsection-

(1) in determining the portion of the distributive share which
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is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall be treated
as having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive share" includes
the share of his estate or of any other person succeeding, by
reason of his death, torightswith respect to his partnership interest.

Crediting of Self-Employment Income to Calendar Quarters
Sec. 212. For the purposes of determining average monthly wage

and quarters- of coverage the amount of self-employment income
derived during any taxable year shall be credited to calendar quarters
as follows:

(a) In the case of a taxable year which is a calendar year the
self-employment income of such taxable year shall be credited equally
to each quarter of such calendar year.

(b) In the case of any other taxable year the self-employment
income shall be credited equally to the calendar quarter in which
such taxable year ends and to each of the next three or fewer pre-
ceding quarters any part of which is in such taxable year.

Quarter and Quarter of Coverage
Definitions

Sec. 213. (a) For the purpose of this title-
(1) The term "quarter", and the term "calendar quarter",

means a period of three calendar months ending on March 31,
June 30, September 30, or December 31.

(2) The term "quarter of coverage" means a quarter in which
the individual has been paid $50 or more in wages (except wages
for agricultural labor paid after 1954) or for which he has been
credited (as determined under section 212) with $100 or more of
self-employment income, except that-

(i) no quarter after the quarter in which such individual
died shall be a quarter of coverage, and no quarter any
part of which was included in a period of disability (other
than the initial quarter and the last quarter of such period)
shall be a quarter of coverage;

(ii) if the wages paid to any individual in any calendar
year equal $3,000 in the case of a calendar year before 1951,
or $3,600 in the case of a calendar year after 1950 and before
1955, or $4,200 in the case of a calendar year after 1954
and before 1959, or $4,800 in the case of a calendar year
[after 1958] after 1958 and before 1966, or $6,600 in the case
of a calendar year after 1965, each quarter of such year
shall (subject to clause (i)) be a quarter of coverage;

(iii) if an individual has self-employment income for a tax-
able year, and if the sum of such income and the wages paid
to him during such year equals $3,600 in the case of a taxable
year beginning after 1950 and ending before 1955, or $4,200 in
the case of a taxable year ending after 1954 and before 1959,
or $4,800 in the case of a taxable year ending [after 19581
after 1958 and before 1966, or $6,600 in the case of a taxable
year ending after 1965, each quarter any part of which falls
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in such year shall (subject to clause (i)) be a quarter of
coverage;

(iv) if an individual is paid wages for agricultural labor
in a calendar year after 1954, then, subject to clause (i),
(a) the last quarter of such year which can be but is not
otherwise a quarter of coverage shall be a quarter of cov-
erage if such wages equal or exceed $100 but are less than
$200; (b) the last two quarters of such year which can be but
are not otherwise quarters of coverage shall be quarters of
coverage if such wages equal or exceed $200 but are less
than $300; (c) the last three quarters of such year which can
be but are not otherwise quarters of coverage shall be quar-
ters of coverage if such wages equal or exceed $300 but are
less than $400; and (d) each quarter of such year which is not
otherwise a quarter of coverage shall be a quarter of coverageif such wages are $400 or more; and

(v) no quarter shall be counted as a quarter of coverage
prior to the beginning of such quarter.

If, in the case of any individual who has attained age 62 or died
or is under a disability and who has been paid wages for agricul-tural labor in a calendar year after 1954, the requirements for
insured status in subsection (a) or (b) of section 214, the require-ments for entitlement to a computation or recomputation of his
primary insurance amount, or the requirements of paragraph (3)
of section 216(i) are not met after assignment of quarters of cover-
age to quarters in such year as provided in clause (iv) of the pre.ceding sentence, but would be met if such quarters of coverage
were assigned to different quarters in such year, then such quarters
of coverage shall instead be assigned, for purposes only of deter-
mining compliance with such requirements, to such different
quarters. If, in the case of an individual who did not die prior to
January 1, 1955, and who attained age 62 (if a woman) or age 65
(if a man) or died before July 1, 1957, the requirements for in-
sured status in section 214(a) (3) are not met because of his having
too few quarters of coverage but would be met if his quarters of
coverage in the first calendar year in which he had any covered
employment had been determined on the basis of the period during
which wages were earned rather than on the basis of the period
during which wages were paid (any such wages paid that are
reallocated on an earned basis shall not be used in determining
quarters of coverage for subsequent calendar years), then upon
application filed by the individual or his survivors and satisfactory
proof of his record of wages earned being furnished by such in-
dividual or his survivors, the quarters of coverage in such calendar
year may be determined on the basis of the periods during which
wages were earned.

Crediting of Wages Paid in 1937

(b) With respect to wages paid to an individual in the six-month
periods commencing either January 1, 1937, or July 1, 1937; (A) if
wages of not less than $100 were paid in any such period, one-half of the
total amount thereof shall be deemed to have been paid in each of the
calendar quarters in such period; and (B) if wages of less than $100
were paid in any such period, the total amount thereof shall be deemed
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to have been paid in the latter quarter of such period, except that if in
any such period, the individual attained age sixty-five, all of the wages
paid in such period shall be deemed to have been paid before such age
was attained.

Insured Status for Purposes of Old-Age and Survivors Insurance
Benefits

Sec. 214. For the purposes of this title-

Fully Insured Individual

(a) The term "fully insured individual" means any individual who
had not less than-

(1) one quarter of coverage (whenever acquired) for each
calendar year elapsing after 1950 (or, if later, the year in which
he attained age 21) and before-

(A) in the case of a woman, the year in which she died or
(if earlier) the year in which she attained age 62,

(B) in the case of a man who has died, the year in which he
died or (if earlier) the year in which he attained age 65, or

(C) In the case of a man who has not died, the year in
which he attained (or would attain) age 65,

except that in no case shall an individual be a fully insured
individual unless he has at least 6 quarters of coverage; or

(2) 40 quarters of coverage; or
(3) in the case of an individual who died before 1951, 6 quarters

of coverage;
not counting as an elapsed year for purposes of paragraph (1) any year
any part of which was included in a period of disability (as defined in
section 216 (i)).

Currently Insured Individual

(b) The term "currently insured individual" means any individual
who has not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the
the quarter in which he became entitled to old-age insurance benefits,
(3) the quarter in which he became entitled to primary insurance
benefits under this title as in effect prior to the enactment of this
section, or (4) in the case of any individual entitled to disability
insurance benefits, the quarter in which he most recently became
entitled to disability insurance benefits, not counting as part of such
thirteen-quarter period any quarter any part of which was included
in a period of disability unless such quarter was a quarter of coverage.

Computation of Primary Insurance Amount

Sec. 215. For the purposes of this title-

(a) Subject to the conditions specified in subsections (b), (c), and
(d) of this section, the primary insurance amount of an insured indi-
vidual shall be whichever of the following is the largest:

(1) The amount in column IV on the line on which in column
III of the following table appears his average monthly wage (as
determined under subsection (b));
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(2) The amount in column IV on the line on which in column II
of the following table appears his primary insurance amount (as
determined under subsection (c));

(3) The amount in column IV on the line on which in column I
of the following table appears his primary insurance benefit (as
determined under subsection (d)); or

[(4) In the case of-
[(A) a woman who was entitled to a disability insurance

benefit for the month before the month in which she died or
became entitled to old-age insurance benefits, or
[(B) a man who was entitled to a disability insurance ben-

efit for the month before the month in which he died or at-
tained age 65,]

(4) In the case of an individual who was entitled to a disability
insurance benefit for the month before the month in which he died,
became entitled to old-age insurance benefits, or attained age 656, the
amount in column IV which is equal to [such disability insurance
benefit] the primary insurance amount upon which such disability
insurance benefit is based.

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM
FAMILY BENEFITS

I II III IV V

(Primary insurance (Primary Insurance (Avoroge monthly (Primary (Maximum
benefit under 1939 amount under 1954 wage) Insurance family
Act, as modified) Act) amount) benefits)

,--. ~ L-- -S

If an individual's
primary insurance

benefit (as determined
under subsec. (d)) Is-

Or his primary Insur-
ance amount (as deter-
mined under subsec.

(C)) is-

Or his average monthly
wage (as determined
under subsec. (b)) is- The amount

referred t in
the preceding
paragraphs of
this subse-
tion shall
be-

$40
41
42
43
44-
45
46
47
48
49
50
61
52
53
54
55
56
57
68
59
60
61
62
63
64
65
66
67
68
00
70
71
72

And the maxi-
mum amount
of benefits pay-
able (as pro.
vided in sec.
203(a)) on thebasis of his
wages and self-
employment
income shall

be-

$60.00
81.60
63.00
64.60
66.00
67.60
09.00
70.60
72.00
73.60
75.00
76.60
78.00
79.60
81.00
82,50
84.00
86.50
87.00
88.60
90.00
91.50
93.00
94.50
96.00
97.50
99.00
100.50
102 00

108 80
112.80
11, 8011L"
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*

At least-

$13.49
14.01
14.49
15.01
16.61
16 21
16.85
17.61
18.41
19.25
20.01
20.65
21.29
21.89
22,29
22.69
23.09
23.46
23.77
24.21
24.61
25.01
25.49
25.93
26.41
26 95
27.47
28. 01
28.09
29.26
29069
30.37

But not
more
than--

$13.48
14. I00
14.48
15.00
16.60
16.20
16.84
17.60
18.40
19.24
20.00
20.64
21.28
21.88
22.28
22.68
23.08
2&23.44
23.76
24.20
24.60
26.00
25.48
26.92
26.40
6.94

27.46
28.00
28.68
29.25
29.68
30.36
30.92

At least-

$37. 10
38.10
39.10
40.10
41.10
42.10
43.10
44.10
45.10
46.10
47.10
48.10
49.10
,0.10
51.00
61.90
62.90
53.80
54.70
66.70
66.60
67.50
68. 0
59.40
60.30
61,30
62. 20
63.10
4C 10
66 00
65.90
6.90

But not
more
than-

$37.00
38.00
39.00
40.00
41.00
42.00
43.00
44.00
45.00
46.00
47.00
48.00
49.00

60.90
61.80
52.80
53. 70
64.60
56.60
56. 0
67.40
58.40
59.30
6 .20
61.20
62.10
63.00
64.00
64.90
65.80
66.80
67.70

At least-

$68
70
71
73
75
77
79
81
82
84
86
88
90
91
93
96
97
98
100
102
103
106
107
108
110
114
119
123
128
133
137
142

But not
more
than-

$67
69
70
72
74
76
78
80
81
83
85
87
89
90
92
94
96
97
99
101
102
104
106
107
109
113
118
122
127
132
130
141
146

9.869604064

Table: TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM

FAMILY BENEFITS-Oontinued

I

(Primary insurance
benefit under 1939
Act, as modified)

If an individual's
primary insurance

benefit (as determined
under subsec. (d)) is-

At least-

$30.93
31.37
32.01
32.61
33.21
33.89
34.61
35.01
35.81
36.41
37.09
37.61
38.21
39.13
39.69
40.34
41.13
41.77
42.45
43.21
43.77
44.45
44.89

But not
more
than-

31. 36
32.00
32.60
33.20
33.88
34.50
35 00
36.80
36.40
37.08
37.60
38.20
39.12
39.68
40.33
41.12
41.76
42. 44
43.20
43.76
44.44
44.88
465.60

II

(Primary insurance
amount under 1954

Act)

Or his primary Insur-
ance amount (as deter-
mined under subsec.

(c)) is-

At least-

$67.80
68.70
69.70
70.60
71.560
72. 0
73.40
74.30
76.30
76. 20
77. 20
78.10
79.00
80.00
80.90
81.80
82.80
83.70
84.60
85.60
86.50
87.40
88.40
89. 0
90.20
91.20
92.10
93.00
94.00
94.90
95.90
96.80
97.70
98.70
99.60
100.60
101.50
102,40
103.30
104,30
105.20
106.10
107.10
108.00

But not
more
than-

$68.60
69.60
70.50
71.40
72.40
73.30
74.20
75.20
76.10
77,10
78.00
78.90
79.90
80.80
81.70
82.70
83.60
84.50
85.50
86.40
87.30
88.30
89.20
90.10
91.10
92.00
92.90
93.90
94.80
95.80
96.70
97.60
98.60
99.50
100.40
101.40
102.30
103.20
104.20
105.10
106.00
107.00
107.90
106.50

III

(Average monthly
wage)

Or his average monthly
wage (as determined
under subsec. (b)) is-

At least-

$147
161
156
161
165
170
176
179
184
189
194
198
203
208
212
217
222

231
236
240
246
250
254
259
264
268
273
278
282
287
292
296
301
306
310
316
320
324
329
334
338
343
348
352
367
362
366
371
376
380
385
390
394
399

But not
more
than-

$160
155
160
164
169
174
178
183
188
193
197
202
207
211
216
221
226
230
235
239
244
249
263
268
263
267
272
277
281
285
29A
29K;
300
305
309
314
319
323
328
333
337
342
847
351
356
361
365
370
375
379
384
389
393
398
400

IV

(Primary
insurance
amount)

The amount
referred to in
the preceding
paragraphs of
this subsec-
tion shall
be-

$73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127

V

(Maximum
family

benefits)

And the maxi-
mum amount
of benefits pay-
able (as pro-
vided in see.
203(a)) on the

basis of his
wages and self.
employment
income shall

be-

$120.00
124.00
128.00
131.20
135.20
139. 20
142.40
146.40
150.40
164. 40
167.60
161.60
165.60
168.80
172.80
176.80
180.00
184.00
188.00
191.20
196.20
199.20
202.40
206.40
210.40
213.60
217.60
221.60
224.80
228.80
232.80
23000
240.00
244.00
247.20
251.20
254.00
25400
2 .00
264 00
264.00
254 00
254.00
2 4.00
2 4.00
254.00
264.00
264.00
254 00
254.00
254.00
254.00
254. 00
264.00
254.00

U II
m -

.
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM
FAMILYBENEFITS

I II III IV V

(Primary
(Primary iluurance benefit insurance
under 1939 Act, as modified) .amount (Average monthly wage) (Primary insur- (Maximum

under 1968 anec amount) family benefits)
Act, as
modified)

If an indftidual's primary
insurance benefit (as de-
termined under subsec.
(d)) s--

At kast-

$13. 9
14.01
14.
16.61
16.11
16.86
17.61
18.41
19. 5
50.01
50.66
51.58
21.89

b. 69
53.09
53.46
3.77
i4 el
(4.61
5.01
56:5.48
it&J6.41
B.596
27.47
t8.01
58.09
59.56
89.69
30.37
30. 93
31.37
3S.01
3t. 6135.61
33.51
33.89

35.01
36.8135. 81
36.l1
t7.09
37.61
38. (138.51
39.13
$9.69
40.31
41.13
41.77

43.77
44.8

But not more
than-

$13.
14.00
14.48
16.00
16.60
16. 0
16.84
17.60
18.40
19. 4
it. 450.6
21.94
51.88
5. 68
23.08
t3.44
(3.76
24.20
54.60
65.00

t6. 40
1B. 6
7.46
38.00
28.68
(9. (5
$9. 68
30. 6
30.98
$1.36
3(.00
3S. 60
33. SO
33.88
34. 60
36.00
36.40
3.s.08
37.60
38.50
39. 15
39.68
40.33
41.15
1.78

.76
44 4.i6. BsO

Or his
primary
insurance
altount

(as deter-
mined under
subsec. (c))

is-

48

47
48
49
60
61
65

6364
65
6767
68
69
60
61
65
63

6

65
66
67
68
86
70
71
78
73

76
77
78
79
80
81
85
83
84
86
86
87
88
89
90
91

93
9482
96
97
98
99
100
101
10t
103

Or his average monthly
wage (as determined under
subec. (b)) is-

At least-

68
70
71
73
76
77
79
81
85
84

88
90
91
93
96
97
98
100
102
103
106
107
108
110
lit

133
137
14g
166
161165IBI
186
170
175
179
'84
188
194
198
103
508515

517
556
51J40

(53
678t68

187

But not more
than-

$67
69
70
7t78

78
80
81
83
86
87
89
90
95
94
96
97
9988

101
10t
104
106
107
109
113
118
155
127
13i
136
141
150
166
160
164
169
171
183
188

197
107
211
lIB

516
51
830

368539

975
277
581
286
981

The amount
referred to in the
preceding para-
graphs of this
subsection shall

be-

4.00
46.00
47.00
48.00
49.00
60.00
61.00
65.00
63.00
64.00
65.00
66.00
67.00
68.00
69.00
60.00
61.00

64. 0
66.30
66. 10
67.60
68.60
69.60
70.70
71.70
7.-80
73.80
74.90
76.00
77.10

79. 0
80.30
81.40
8<.40
84.60
85.6086.80
86.70
87.80
88.90
89.90
91.00
95.10
19.10
94. 0
96 S30
96.3SO
97.40
98.0
99.60
100.60
101.70
o10t.80
103.80
10S.90la. 00
107.00
108.10
109.50
110.50

And the maxi-
mum amount of
benefits payable
(as provided in
sec. SOS (a)) on
the basis of hs
wages and self-
employment in-
come shall be-

$60. oo$66.00
67.60
69.00
70.60
72.00
73.60
76.00
76.60
78.00
79.60
81.00' 8. 60
84.00
85.60
87.00
88.60
90.00
91.60

94.80
96.30
98.00
99.60
101.30
10.80

10.10
109. 0
110.90
it.40

114.00
116.80
10. 00
1 4.00
18. 00
131.O80
135.80

180.00

188.

146.0
16.40

515.60

161.60
16. 60
168.80
17. 80
178.80
180.00
18L00
t88.00
196.SO
199. 0

(10.0
(13.6
(17.60

ML 80

9.869604064

Table: TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS


460406968.9



SOCIAL SECURITY AMENDMENTS OF 1965 375
TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM

FAMILYBENEFITS-Cont nued

I II III IV V

(Primary
(Primary insurance benefit insurance
under 1939 Act, as modified) amount (Average monthly wage) (Primary insur- (AMaximum

under 1958 ance amount) family benefits)
Act, as
modified)

If an individual's primary
insurance benefit (as de-
termined under subsec.
(d)) is-

At least- But not more
than-

Or his
primary
insurance
amount

(as deter-
mined under
subsec. (c))

is--

$104
105
106
107
108
109
110IiO11it

113
114
115
116
117
118
119
120
121

its
1f4
125
126
127

Or his average monthly
wage (as determined under
subsec. (b)) is-

I
At least-

$893
296
301
306
310
315
320
324
S29
334
338
.343
348
386
.657
362
866
371
676
880
385
390
394
099
404
408
413
418
42S
487
432
437
441
$46
461
465
460
465
469
474
479
483
488
493
497
602
507
611
616
6t1
655
530
6S5
639
644
549

The amount
referred to in the
preceding para-
graphs of this
subsection shall

be-

$111.30
itW. 40
114.50
115.60
116.70
117.70
118.80
119.90
1£1. 00
lIt.00
1S. 10
124. 0
126. t20
168.30
127.40
1R8.40
IS0.60
131.70
132.70
133.80
134.90
136.90
137.00
138.00
139.00
140.00
14. 00
142. 00
143.00
144.00
145.00
146.00
147.00
148.00
19.00
160.00
161.00
16f. 00
153. 00
164. 00
1565.00
156.00
167.00
168.00
169.00
160.00
161.00
16S. 00
163.00
164.00
165.00
166.00
167,00
168.00

And the maxi-
mum amount of
benefits payable
(as provided in
sec. t20 (a)) on
the basis of his
wages and self-
employment in-
come shall be-

$236.00
240.00
244.00
t47. t0
255.20t61. 0
S65.t
58. 40

262. 40
266.40
269.60
73. 60
277.60
280.80
284.80
f88. 80
9B. 00
296.00
298.00
299.60
301.60
303.60
306. tO
50C. toS07. 0
$09. t0
310.80
312.80
314.80
316.40
318.40
5t0.40
SSS. 40
S3. 00
S. 00
3S8.00
S39.60
331.60
333.60
336. t
SS7. to
539. 0
340.80
34. 80
344.80.46. 40
348.40
560.40
36S. 00
3. 00
35. 00
357.60
369.60
S61.60
368. to
385. 20
67. t0
368.00

- -- II~- --

But not more
than-

$965
S00$05
309
314
519
323
SS8
333
337
3S4
347
361
566
361
366
370
575
379
384
393
898398
403
407
412
417
421
426
431
436
440
446
460
464
469
4ff4
468
473
478
482
487
492
496
601
606
610
616
520
654
659

543
548
550
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Average Monthly Wage

(b) (1) For the purposes of column III of the table appearing in
subsection (a) of this section, an individual's "average monthly wage"
shall be the quotient obtained by dividing-

(A) the total of his wages paid in and self-employment income
credited to his "benefit computation years" (determined under
paragraph (2)),by

(B) the number of months in such years.
(2) (A) The number of an individual's "benefit computation years"

shall be equal to the number of elapsed years (determined under para-
graph (3) of this subsection), reduced by five; except that the number
of an individual's benefit computation years shall in no case be less
than two.

(B) An individual's "benefit computation years" shall be those com-
putation base years, equal in number to the number determined under
subparagra.ph (A-), for which the total of his wages and self-employ-
ment income is the largest.
[(C) For the purposes of subparagraph (B), "computation base

years" include only calendar years occurring-
(i) after December 31, 1950, and
(ii) prior to the year in which the individual became entitled

to old-age insurance benefits or died whichever first occurred;
except that the year in which the individual became entitled to old-age
insurance benefits or died as the case may be? shall be included as a
computation base year if the Secretary determines, on the basis of evi-
dence available to him at the time of the computation of the primary
insurance amount for such individual, that the inclusion of such year
would result in a higher primary insurance amount. Any calendar
year all of which is included in a period of disability shall not be in-
cluded as a computation base year.]'

(0) For purposes of subparagraph (B), "computation base years"
include only calendar years in the period after 1950 and prior to the
earlier of the following years-

(i) the year in which occurred (whether by reason of section
202(j) (1) or otherwise) the first month for which the individual
was entitled to old-age insurance benefits, or

(ii) the year succeeding the year in which he died.
Any calendar year all of which is included in a period of disability
shall not be included as a computation base year.

(3) For purposes of paragraph (2), the number of an indi-
vidual's elapsed years is the number of calendar years after 1950 (or,if later the year in which he attained age 21) and before-

(A) in the case of a woman, the year in which she died or (if
earlier) the first year after 1960 in which she both was fullyinsured and had attained age 62,
[(B) in the case of a man who has died, the year in which he

died or (if earlier) the first year after 1960 in which he both was
fully insured and had attained age 65, or
[(C) in the case of a man who has not died, the first year after

1960 in which he attained (or would attain) age 65 or (if later)
the first year in which he was fully insured.]

(A) in the case of a woman, the year in which she died or, if it
occurred earlier but after 1960, the year in which she attained
age 6f,
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(B) in the case of a man who has died, the year in which he
died or, if it occurred earlier but after 1960, the year in which he
attained age 65, or

(C) in the case of a man who has not died, the year occurring
after 1960 in which he attained (or would attain) age 65.

For purposes of the preceding sentence, any calendar year any part of
which was included in a period of disability shall not be included in
such number of calendar years.

[(4) The provisions of this subsection shall be applicable onlv in
the case of an individual with respect to whom not less than six of the
quarters elapsing after 1950 are quarters of coverage, and-

((A) who becomes entitled to benefits after December 1960
unde' ction 202 (a) or section 223; or

[v 'i who dies after December 1960 without being entitled to
benefits under section 202(a) or section 223; or
r(C) who files an application for a recomputation under sub-

section (f) (2) (A) after December 1960 and is (or would, but for
the provisions of subsection (f)(6), be) entitled to have his
primary insurance amount recomputed under subsection (f) (2)
(A); or
[(D) who dies after December 1960 and whose survivors are

(or would, but for the provisions of subsection (f) (6), be) en-
titled to a recomputation of his primary insurance amount under
subsection (f) (4).

(4) The provisions of this subsection shall be applicable only in the
case of anindividual-

(A) who becomes entitled, after December 1965, to benefits
under section 202(a) or section. 223; or

(B) who dies after December 1965 without being entitled to
benefits under section 202 (a) or section 233; or

(C) whose primary insurance amount is required to be recom-
puted under subsection (f) (2), as amended by the Social Security
Amendments of 1965;

except that it shall not apply to any such individual for purposes of
monthly benefits for months before January 1966.

(5) In the case of any individual-
[(A) to whom the provisions of this subsection are not made

applicable by paragraph (4), but
[(B) (i) prior to 1961, met the requirements of this pargaraph

(including subparagraph (E) thereof) as in effect prior to the
enactment of the Social Security Amendments of 1960, or (ii)
after 1960, meets the conditions of subparagraph (E) of this
paragraph as in effect prior to such enactment.

then the provisions of this subsection as in effect prior to such enact-
ment shall apply to such individual for the purposes of column III
of the table appearing in subsection (a) of this section.]

(5) For the purposes of column IlI of the table appearing in sub-
section (a) of this section. the provisions of this subsection, as in effect
prior to the enactment of the Social Security Amendments of 1965,
shall apply-

(A) in the case of an individual to whom the provisions of
this subsection are not made applicable by paragraph (4), but
who, on or after the date of the enactment of the Social Security
Amendments of 1966 and prior to 1966. met the requirements of
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this paragraph or paragraph (4), as in effect prior to such
enactment, and

(B) with respect to monthly benefits for months before Jan-
uary 1966, in the case of an individual to whom the provisions of
this subsection are made applicable by paragraph (4).

[Primary Insurance Amount Under 1954 Act

[(c) (1) For the purposes of column II of the table appearing in
subsection (a) of this section, an individual's primary insurance
amount shall be computed as provided in, and subject to the limita-
tions specified in, (A) this section as in effect prior to the enactment
of the Social Security Amendments of 1958, and (B) the applicable
provisions of the Social Security Amendments of 1954.

[(2) The provisions of this subsection shall be applicable only in
the case of an individual-

[(A) who became entitled to benefits under section 202(a) or
section 223 or died prior to January 1959, and
[(B) to whom the provisions of neither paragraph (4) nor

paragraph (5) of subsection (b) are applicable.]
Primary Insurance Amount Under 1958 Act, as Modified

(c) (1) For the purposes of column II of the table appearing in
subsection (a) of this section, an individual's primary insurance
amount shall be computed as provided in, and subject to the limita-
tions specified, (A) this section as in effect prior to the enactment of
the Social Security Amendments of 1965, and

(B) the applicable provisions of the Social Security Amendments.
of 1960.

(2) The provisions of this subsection shall be applicable only in
the case of an individual who became entitled to benefits under sec-
tion 202(a) or section 223 before the date of enactment of the Social
Security Amendments of 1966 or who died before such date.

Primary Insurance Benefit Under 1939 Act

(d)(1) For the purposes of column I of the table appearing in
subsection (a) of this section, an individual's primary insurance
benefit shall be computed as provided in this title as in effect prior to
the enactment of the Social Security Act Amendments of 1950, except
that-

(A) In the computation of such benefit, such individual's
average monthly wage shall (in lieu of being determined under
section 209(f) of this title as in effect prior to the enactment of
such amendments) be determined as provided in subsection (b)
of this section (but without regard to paragraphs (4) and (5
thereof), except that for the purposes of paragraphs [(2)(C
(i) and (3) (A) (i) ())(C) and (3) of subsection (b), Decem-
ber 31, 1936J 1936 shall be used instead of [December 31, 1950]
1960.
(B For purposes of such computation, the date he became en-

titled to old-aes insurance benefits shall be deemed to be the date
he became entitled to primary insurance benefits.
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(C) The 1 per centum addition provided for in section 209
(e) (2) of this Act as in effect prior to the enactment of the Social
Security Act Amendments of 1950 shall be applicable only with
respect to calendar years prior to 1951, except that any wages
paid in any year prior to such year all of which was included
in a period of disability shall not be counted.

(D) The provisions of subsection (e) shall be applicable to
such computation.

(2) The provisions of this subsection shall be applicable only in
the case of an individual-

(A) with respect to whom at least one of the quarters elapsing
prior to 1951 is a quarter of coverage;

(B) who meets the requirements of any of the subparagraphs
of paragraph (4) of subsection (b) of this section; and

(C) who attained age 22 after 1950 and with respect to whom
less than six of the quarters elapsing after 1950 are quarters of
coverage, or who attained such age before 1951.

(3) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of [1960] 1965 shall be
applicable in the case of an individual who meets the requirements of
subsection (b) (5) (as in effect after such enactment) [but without
regard to whether such individual has six quarters of coverage after
1950].

Certain Wages and Self-Employment Income Not To Be Counted

(e) For the purposes of subsections (b) and (d)-
(1) in computing an individual's average monthly wage there

shall not be counted the excess over $3,600 in the case of any
calendar year after 1950 and before 1955, the excess over $4,200
in the case of any calendar year after 1954 and before 1959, [and
the excess over $4,800 in the case of any calendar year after 1958]
the excess over $4,800 in the case of any calendar year after 1958
and before 1966 and the excess over $6,600 in the case of any cal-
endar year after 1965 of (A) the wages paid to him in such year,
plus (B) the self-employment income credited to such year (as
determined under section 212) ; and

(2) if an individual's average monthly wage computed under.
subsection (b) or for the purposes of subsection (d) is not a

multiple of $1, it shall be reduced to the next lower multiple of
$1 [; and].

[(3) if an individual has self-employment income in a taxable
year which begins prior to the calendar year in which he becomes
entitled to old-age insurance benefits and ends after the last dav
of the month preceding the month in which he becomes so entitled,
his self-employment income in such taxable year shall not be
counted in determining his benefit computation years, except as

provided in subsection (f) (3) (C).]
Recomputation of Benefits

(f) (1) After an individual's primary insurance amount has been
determined under this section, there shall be no reconputation of such
individual's primary insurance amount except as provided in this
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subsection or, in the case of a World War II veteran whllo died prior
to July 27,1954, as provided 'in section 217 (b).

[(2) (A) Upon application filed after 1960 by an individual entitle(l
to old-age insurance benefits, the Secretary shalll recoipute his primary
insurance amount if-

[(i) he has not less than six quarters of coverage in the period
after 1950 and prior to the quarter in which such application is
filed,

[(ii) lie lhas wages and self-emplloyment income of more than
$1,200 in a calendar year which occurs after 1953 (n'ot taking into
account any year prior to tlle calendar year in which the last pre-
vious recomputation, if aly, of llis primary insurance amount was
effective) ancd after the year in which lie became (without the
application of section 2(0(j) (1) entitled to old-age insurance
benefits or filed an applicatioll for reconlputatii'on (to which he is
entitled) under section 102(c)(5),(B) or 102(f) (2)(B) of the
Social Security Amnendnents of 1954, whichever of such events
is the latest., and

(iii) le filed such aplipcat ion after such calendar year referred
to in chluse (ii) in which lie llad such wages and self-eimployment
income.

Such recomputation sliall be effective for anld after the twelfth month
before the nionthl in which lie filed such application for recomlputation
but in no event earlier than the month following such calendar year re-
ferred to in clause (ii). For the proposes of this subparagraph an in-
dividual's self-employment income shall be allocated to calender quar-
ters in accordance with section 212.

[(B)) A recomputation pursuant 'to subp)aragraph (A) shall be
made-

[(i) only as provided in subsection (a) (1), if the provisions of
subsection (b), as amended by the Social Security Amendments
of 1960, were applicable to the last previous computation of the
individual's primary insurance amountt, or

[(ii) as provided in subsection (a) (1) and (3), in all other
cases.

Such recomputation shall be made as though the individual became
entitled to old-age insurance benefits in the month in which he filed
the application for such recomputation, except that if clause (i) of
this subparagraph is applicable to such recomputation, the compu-
tation base years referred to in subsection (b) (2) shall include onlycalendar years occurring prior to the year in which lie filed his appli-
cation for such recomputation.]

(2) With respect to each yea--
(A)which begins after December 31, 1964, and
(B) for any part of which an individual is entitled to old-age

insurance benefits,
the Secretary shall, at such time or times and within s.suh period as
he may by regulations prescribe, recompute the primary -insurance
amount of such individual. ASuch recompuation shall be made--

(C) as provided in subsection (a) (1) and (3) if such yearis either the year in which he became entitled to such old-age in-
surance benefits or the year preceding slch year, or

(D) as provided in subsection (a) () in any other case;
and in all cases such recomlputation shall be made as tiwugh the yearwith respect to which such recomputatiom is made is the last year of
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the period specified in paragraph (2) (C) of subsection (b). A re-
computation under this paragraph with respect to any year shall be
effective-

(E) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January of the
following ear; or

(F) in the case of an individual who died in such year (includ-
ing any individual whose increase mi his primary binsrance ainont
is attributable to compensation which, upon his death, is treated
as remuneration for employment under section 205(o)), for
monthly benefits beginning with benefits for the month in Lwhich
he died.

[(3) (A) Upon application by an individual-
[(i) who became entitled to old-age insurance benefits under

section 202(a) after December 1960, or
[(ii) whose primary insurance amount was recomputed as

provided in paragraph (2) (B) (ii) of this subsection on the basis
of an application filed after December 1960,

the Secretary shall recompute his primary insurance amount if such
application is filed after the calendar year in which he became entitled
to old-age insurance benefits or in which he filed application for the
recomputation of his primary insurance amount under clause (ii) of
this sentence, whichever is the later. Such recomputation under this
subparagraph shall be made as provided in subsection (a) (1) and
(3) of this section, except that such individual's computation base
years referred to in subsection (b) (2) shall include the calendar year
referred to in the preceding sentence. Such recomputation under this
subparagraph shall be effective for and after the first month for which
his last previous computation of his primary insurance amount was
effective, but in no event for any month prior to the twenty-fourth
month before the month in which the application for such recomputa-
tion is filed.
a5(B) In the case of an individual who dies after December 1960
an -

[(i) who, at the time of death was not entitled to old-age insur-
ance benefits under section 202 (a), or

[(ii) who became entitled to such old-age insurance benefits
after December.1960, or

[(iii) whose primary insurance atnolunt was recomputed under
paragraph (2) of this subsection on the basis of an application
filed after December 1960, or

[(iv) whose primary insurance amount, was recomputed under
paragraph (4) of this subsection,

the Secretary shall recompute his primary insurance amount upon the
filing of an application by a person entitled to monthly benefits or a
lump-sum deat;-h payment on the basis of such individual's wages and
self-employment income. Such recomputation shall be made as pro-
vided in subsection (a) (1) and (3) of this section, except that such
individual's computation base years referred to in subsection (b) (2)
shall include the calendar year in which he died in the case of an indi-
vidual who was not entitled to old-age insurance benefits at the time of
death or whose primary insurance amount was recomputed under
paragraph (4) of this subsection, or in all other cases, the calendar
year in which he filed his application for the last previous computation
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of his primary insurance amount. In the case of monthly benefits,
such recomputation shall be effective for and after the month in which
the person entitled to such monthly benefits became so entitled, but in
no event for any month prior to the twenty-fourth month before the
month in which the application for such recomputation is filed.
[(C) In the case of an individual who becomes entitled to old-age

insurance benefits in a calendar year after 1960, if such individual has
self-employment income in a taxable year which begins prior to such
calendar year and ends after the last day of the month preceding the
month in which he became so entitled, the Secretary shall recompute
such individual's primary insurance amount after the close of such
taxable year and shall take into account in determining the individual's
benefit computation years only such self-employment income in such
taxable year as is credited, pursuant to section 212, to the year pre-
ceding the year in which he became so entitled. Such recomputation
shall be effective for and after the first month in which he became en-
titled to old-age insurance benefits.

[(4) Upon the death after 1960 of an individual entitled to old-age
insurance benefits, if any person is entitled to monthly benefits, or to a

lump-sum death payment, on the basis of the wages and self-employ-
ment income of such individual, the Secretary shall recompute the
decedent's primary insurance amount, but only if-

[(A) the decedent would have been entitled to a recomputa-
tion under paragraph (2) (A) if he had filed application therefor
in the month in which he died; or
[(B) the decedent during his lifetime was paid compensation

which was treated under section 205 (o) as remuneration for em-
ployment.

If the recomputation is permitted by subparagraph (A) the recompu-
tation shall be made (if at all) as though he had filed application for a
recomputation under paragraph (2) (A) in the month in which he
died. If the recomputation is permitted by subparagraph (B), the
recomputation shall take into account only the wages and self-employ-
mlent income which were considered in the last previous computation
of his primary insurance amount and the compensation (described in
section 205 (o) paid tA hinil in the years in which such wages were paid
or to which such self-employment income was credited. If both of
the preceding sentences are applicable to an individual, only the re-
computation which results in the larger primary insurance amount
shall be made.]

[(5) (3) (5) In the case of any individual who became entitled to
old-age insurance benefits in 1952 or in a taxable year which began in
1952 (and without the application of section 202(j) (1)), or who died
in 1952 or in a taxable year which began in 1952 but did not become
entitled to such benefits prior to 1952, and who had self-employment
income for a taxable year which ended within or with 1952 or which
began in 1952, then upon application filed by such individual after the
close of such taxable year and prior to January 1961 or (if he died
without filing such application and such death occurred prior to Jan-
uary 1961) by a person entitled to monthly benefits on the basis of such
individual's wages and self-employment income, the Secretary shall
recompute such individual's primary insurance amount. Such recom-
putation shall be made in the manner provided in the preceding sub-
sections of this section (other than subsection (b) (4) (A)) for com-
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iptation of such amount, except that (A) the self-employment income
closing date shall be the lday following the quarter with or within which
such taxable year ended, and (B) the self-employment income for any
subsequent taxable year shall not be taken into account. Such re-
colmputation shall be effective (A) in the case of an application filed
by such individual, for and after the first month in which he became
entitled to old-age insurance benefits, and (B) in the case of an applica-
lion filed by any other person, for and after the month in which such
person who filed such application for recomputation became entitled
to such monthly benefits. No recomputation under this paragraph
lprsuant to an application filed after such individual's death shall
affect thle Iamount of the lumlp-sum death paymentunder subsection
(i) of section 202, and no such recomputation shall render erroneous
any such payment certified by the Secretary prior to the effective date
of tle recomputation.
[(6)](4) (6) Any recomputation under this subsection shall be ef-

fective only if such recomputation results in a higher primary insur-
ance amount.

[(7) (A) In the case of a man who attains age 65 and who became
entitled to old-age insurance benefits before the month in which he
attains such age, his primary insurance amount shall be recomputed
as provided in subsection (a) as though he became entitled to old-age
insurance benefits in the month in which he attained age 65, except
that his computation base years referred to in subsection (b) (2) shall
include the year in which he attained age 65. Such recomputation
shall be effective for and after the month in which he attained age 65.
[(B) In the case of a man who became entitled to old-age insurance

benefits and died before the month in which he attained age 65, the
Secretary shall, if any person is entitled to monthly insurance benefits
or a lump-sum death payment on the basis of the wages and self-em-
ployment income of the decedent, recompute his primary insurance
amount as l)rovided in subsection (a) as though he became entitled
to old-age insurance benefits in the month in which he died; except.
that (i) his computation base years referred to in subsection (b) (2)
'shall include the year in which he died, and (ii) his elapsed years
referred to in subsection (b) (3) shall not include the year in which
he died or any year thereafter. In the case of monthly insurance
benefits, such recomputation of a man's primary insurance amount
shall be effective for and after the month in which he died.]

Rounding of Benefits

(g) The amount of any primary insurance amount and the amount
of any monthly benefit computed under section 202 or 223 which (after
reduction under section 203(a) and deductions under section 203(b))
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

(h) (1) Notwithstanding the provisions of the Civil Service Retire-
ment Act, remuneration paid for service to which the provisions of
section 210(1) (1) of this Act are applicable and which is performed
by an individual as a commissioned officer of the Reserve Corps of the
Public i-ealth Service prior to July 1, 1960, shall not be included in
computing entitlement to or the amount of any monthly benefit under

49-643 0-65--pt. 2----7
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this title, on the basis of his wages and self-employment income, for
any month after June 1960 and prior to the first month with respect
to which the Civil Service Commission certifies to the Secretary that,
by reason of a waiver filed as provided in paragraph (2), no further
annuity will be paid to him his wife, and his children, or if he has
died, to his widow and children, under the Civil Service Retirement
Act on the basis of such service.

(2) In the case of a monthly benefit for a month prior to that in
which the individual, on whose wages and self-employment income
such benefit is based, (lies, tie waiver must. be filed by such individual;
and such waiver shall be irrevocable and shall constitute a waiver on
behalf of himself, his wife, and his children. If such individual did
not file such a waiver before le (lied, then in the case of a benefit for
the month in which he (lied or any month thereafter, such waiver must
be filed by his widow, if any, and by or on behalf of all his children,
if any; and such waivers shall be irrevocable. Such a waiver by a

child sill] be filed by his legal guardian or guardians, or, in the absence
thereof, by the person (or persons) who has the child in his care.

Other Definitions
Sec. 216. For the purposes of this title-

Wife

(b) The term "wife" means the wife of an individual, but only if
she (1) is the mother of his son or daughter, (2) was married to him
for a period of not less than one year immediately preceding the day
on which her application is filed, or (3) in the month prior to the
month of her marriage to him (A) was entitled to, or on application
tlerefor and attainment of age 62 in such prior month would have been
entitled to, benefits under subsection [(e) or] (b),(e), or (h) of sec-
tion 202, [or] (B) had attained age eighteen and was entitled to, or
on application therefore would have been entitled to, benefits under
subsection (d) of such section (subject, however to section 202 (s)),
or (C) was entitled to, or upon application therefor and attainment of
the required age (if any) would have been entitled to, a widow's,
child's (after attainment of age 18), or parent'.s insurance annzuit
under section 5 of the Railroad Retirement Act of 1937, as amended.

Widow

(c) The term "widow" (except when used in section 202(i)) means
the surviving wife of an individual, but only if (1) she is the mother of
his son, or daughter, (2) she legally adopted his son or daughter while
she was married to him and while such son or daughter was under the
age of eighteen, (3) he legally adopted her son or daughter while she
was married to him and while such son or daughter was under the
age of eighteen, (4) she was married to him at the time both of them
legally adopted a child under the age of eighteen, (5) she was married
to him for a period of not less than one year immediately prior to the
day on which he died, or (6) in the month prior to the month of her
marriage to him (A) she was entitled to, or an application therefor
and attainment of age 62 in such prior month would have been entitled
to, benefits under subsection [(e) or] (b), (e), or (h) of section 202,
[or] (B) she had attained age eighteen and was entitled to, or on
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appllication therefore would have been entitled to, benefits under sub-
.section (d) of such section (s-ubject, however, to sectionn ?02(s)), or

(0) fshe w.as entitled to, or upon applic(ltion there for and (ttalinrment
of lthe required age (if any) would 1ha( been entitled to. (t ,lidovo's
'hil.d's (after attainme'nt of age 18), or parent's insiura'e annuity
luder section 65 of the Railroad Retirement .At of 1,937. /Isieamended.

Former Wife Divorced

[(d) The term "former wife divorced" means a woman divorced
from an individual, but only if (1) she is the mother of his son or
daughter, (2) she legally adopted his son or daughter while she was
married to him and while such son or daughter was under the age of
eighteen, (3) lie legally adopted her son or daughter while she was
married to him and while such son or daughter was under the age of
eighteen, or (4) she was married to him at the time both of them
legally adopted a child under the age of eighteen.]

Divorced Wive8; Divorce

(d) (1) The termL"divorced wife" means a woman divorced from
an individual, but only if she had been married to such individual for
a period of 20 years immediately before the date the divorce became
effective.

(2) The term ",surviving divorced wife" means a womandivorced
from an individual who has died, but only if she had been married to
the individual for a period of 20 years immediately before the date
the divorce became effective.

(3) The term "surviving divorced mother" means a woman divorced
from an individual who has died but only if (A) she is the mother
of his son or daughter, (B) she legally adopted his son or daughter,while she was married 'to him and while such son or daughter was
under the age of 18, (C) he legally adopted her son or daughter while
she was married to him and while such son or daughter was under the
age of 18, or (D) she was married to him at the time both of them
legally adopted a child under the age of 18.

(4) The terms "divorce" and "divorced" refer to a divorce a vinculo
matrimonii.

Child

(e) The term "child" means (1) the child or legally adopted child
of an individual, and (2) a stepchild who has been such stepchild for
not less than one year immediately preceding the day on which applica-
tion for child's insurance benefits is filed or (if the insured individual
is deceased) the day on which such individual died. For purposes of
clause (1), a person shall be deemed, as of the date of death of an in-
dividual, to be the legally adopted child of such individual if such per-
son was at the time of such individual's death living in such individ-
ual's household and was legally adopted by such individual's surviving
spouse after such individual's death but before the end of two years
after the day on which such individual died or the date of enactment
of this Act; except that this sentence shall not apply if at the time of
such individual's death such person was receiving regular contribu-
tions toward his support from someone other than such individual or
his spouse, or from any public or private welfare organization which
furnishes services or assistance for children. For purposes of clause
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(2), a person who is not the stepchild of an individual shall be deemed
the stepchild of such individual if such individual was not the mother
or adopting mother or the father or adopting father of such person and
such individual and the mother or adopting mother, or the father
or adopting father, as the case may be, of such person went through
a marriage ceremony resulting in a purported marriage between them
which, but for a legal impediment described in the last sentence of sub-
section (h) (1) (B), would have been a valid marriage.

Husband

(f) The term "husband" means the husband of an individual, but
only if (1) he is the father of her son or daughter (2) he was married
to her for a period of not less than one year immediately preceding the
day on which his application is filed, or (3) in the month prior to the
month of his marriage to her (A) he was entitled to, or on applica-
tion therefor and attainment of age 62 in such prior month would have
been entitled to benefits under subsection (f) or (h) of section 202,
[or] (B) he had attained age eighteen and was entitled to, or on ap-
plication therefor would have been entitled to, benefits under subsec-
tion (d) of such section (subject, however, to section 202 (s)), or (C)
he was entitled to, or upon application therefor and attainment of the
required age (if any) he would have been entitled to, a widower's,
child's (after attainment of age 18), or parent's insurance annuity
under section 6 of the Railroad Retirement Act of 1937, (t amended.

Widower

(g) The term "widower" (except when used in section 202(i) means
the surviving husband of an individual, but only if (1) he is the father
of her son or daughter, (2) he legally adopted her son or daughter
while he was married to her and while such son or daughter was under
the age of eighteen (3) she legally adopted his son or daughter while
he was married to her and while such son or daughter was under the
age of eighteen, (4) he was married to her at the time both of them
legally adopted a child under the age of eighteen, (5) he was married
to her for a period of not less than one year immediately prior to the
day on which she died, or (6) in the month before the month of his
marriage to her (A) he was entitled to, or on application tlerefor and
attainment of age 62 in such prior month would have been entitled
to, benefits under subsection (f) or (h) of section 202 [or] (B) he
had attained age eighteen and was entitled to, or on application herefor
would have been entitled to, benefits under subsection (d) of such
section (subject howLever, to section 202(s)), or (C) he was entitled
to, or on application therefor and attainment of the required age
(if any) he would have been entitled to, a widower's, child's (after
attainment of age 18), or parent's insurance annuity under .wetfion 5
of the Railroad Retirement Act of 1937, as amended.

Determination of Family Status

(h) (1) (A) An applicant is the wife, husband, widow, or widower
of a fully or currently insured individual for purposes of this title if
the courts of the State in which such insured individual is domiciled
at the times such applicant files an application, or, if such insured indi-
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vidtual is dead, tie courts of the State ill wlich he was domiciled at
the time of death, or, if such insured individual is or' was not so domi-
ciled in any State, the courts of the I)istrict of (oluml)bia, would find
that. such applicant and such insured individual were validly married
at the time such applicant files such ap)l)lication or, if such insured
individual is dead, at tihe time he died. If such courts would not
find that such applicant stand such insured individual were validly
nlarried at such time, sT1ch applicant shall; nevertheless be deemed
to be the wife, husband, widow, or widower, as the case may be, of
such insured individual if such applicant. would, under the laws
applied by such courts in determining the devolution of intestate per-
sonal property, have the same status with respect to the taking of
such property as a wife, husband, widow, or widower of such insured
individual.

(B) In any case where under subparagraph (A) an applicant is not
(and is not deemed to be) the wife, widow, husband, or widower of a
fully or currently insured individual, or where under subsection (b),
(c), (f), or (g) such applicant is not thle wife, widow, husband, or
widower of such individual, but it is established to the satisfaction of
tlie Secretary that such applicant in good faith went through a mar-
riage ceremony with such individual resulting in a purported mar-
riage between them which, but for a legal impediment not known to the
applicant at.the time of such ceremony, would have been a valid mar-
riage, and such applicant and the insured individual were living in
the same household at the time of the death of such insured individual
or (if such insured individual is living) at the time such applicant files
the application, then, for purposes of subparagraph (A) and subsec-
tions (b), (c), (f), and (g), such purported marriage shall be deemed
to be a valid marriage. The provisions of thle preceding sentence
small not; apply (i) if another person is or has been entitled to a benefit
under subsection (b), (c), (e), (f), or (g) of section 202 on the basis
of the wages and self-employment income of such insured individual
land such other person is (or is deemed to be) a wife, widow, husband,

or widower of such insured individual under subparagraph (A) at
the time such applicant files the application, or (ii) if the Secretary
determines, on. the basis of information brought to his attention, that
such applicant entered into such purported marriage with such in-
sured individual with knowledge that it would not be a valid marriage.
The entitlement to a monthly benefit under subsection (b), (c), (e),
(f), or (g) of section 202, based on the wages and self-employment
income of such insured individual, of a person who would not. be
deemed to be a wife, widow, husband, or widower of such insured in-
dividual but for this subparagraph, shall end with the month before
the month (i) in which the Secretary certifies, pursuant to section 205
(i), that another person is entitled to a benefit. under subsection (b),
(c), (e), (f), or (g) of section 202 on the basis of the wages and self-
employment income of such insured individual, if such other person
is (or is deemed to be) the wife, widow, husband, or widower of such
insured individual under subparagraph (A), or (ii) if the applicant
is entitled to a monthly benefit under subsection (b) or (c) of section
202, in which sucl applicant entered into a marriage, valid without re-
gard to this subparagraph, with a person other than such insured
individual. Fol purposes of this subparagraph, a legal impediment to
the validity of a purported marriage includes only an inpediment (i)
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resulting from the lack of dissolution of a previous marriage or other-
wise arising out of such previous marriage or its dissolution, or (ii)
resulting from a defect in the procedure followed in connection with
such purported marriage.(2) (A) In determining whether an applicant is the child or parent
of a fully or currently insured individual for purposes of this title, the
Secretary shall apply such law as would be applied in determining the
devolution of intestate personal property by the courts of the State
in which such insured individual is domiciled at the time such appli-
cant files application, or, if such insured individual is dead, by the
courts of the State in which he was domiciled at the time of his death,
or, if such insured individual is or was not so domiciled in any State,
by the courts of the District of Columbia. Applicants who according
to such law would have the same status relative to taking intestate
personal property as a child or parent shall be deemed such.

(B) If an applicant is a son or daughter of a fully or currently
insured individual but is not (and is not deemed to be) the child of
such insured individual under subparagraph (A), such applicant shall
nevertheless be deemed to be the child of such insured individual if
such insured individual and the mother or father, as the case may be,
of such applicant went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of paragraph (1) (B), would have been
a valid marriage.

(3) An applicant who is the son or daughter of a fully or currently
insured individual, but who is not (and is not deemed to be) the child
of such insured individual under paragraph (2), shall nevertheless
be deemed to be the child of such insured individual if:

(A) in the case of an insured individual entitled to old-age
insurance benefits (whc q:as not, in the m,lonth preceding such en-
titlement, entitled to disability insurance benefits)-

(i) such insured individual-
(I) has acknowledge in ?writing that the applicant

is his son or daughter,
(II) has been decreed by a court to be the father of

the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or daughter,

and such acknowledgement, -court decree, or court order was
made not less than one year before such insured individual
became entitled to old-age insurance benefits or attained age
66, whichever is earlier; or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicantand was living with or contributing to the support of the
applicant at the time such inuswred individual became entitled
to benefits or attained age 65, whichever fir8t occurred;
(B) in the case of an insured individual entitled to disabilityinsurance benefits, or who was entitled to such benefits in the

month preceding the first month for which he wnis entitled to old-
age insurance benefits-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
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(Il) has been decreed by a court to be the father of
the applicant, or
(ItI) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or daughter,

and such acknowledgment, court decree, or court order was
wade before such insured individual's most recent period of
disability began; or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicant and
was living with or contributing to the support of that appli-
cant at the time such disability began;

(C) in the case of a deceased individual-
(i) such insured individual-

(1) had acknowledged in writing that the applicant
is his son or daughter,

(II) had been decreed by a court to be the father of
the applicant, or

(III) had been ordered by a court to contribute to
the support of the applicant because the applicant was
his son or daughter,

and such acknowledgement, court decree, or court order was
made before the death of such insured individual, or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to have been the father of the ap-
plicant, and such insured individul was living with or con-
tributing to the support of the applicant at the time such
insured individual dzed.

Disability; Period of Disability

(i) (1) Except for purposes of section 202(d), 223, [and 225, the
term "disability" mean s (A) inability to engage in any substantial
gainful activity by reason of any medically determinable physical or
mental impairment which can be expected to result in death [or to be
of long-continued and indefinite duration] or has lasted or can be ex-
pected to laut for a continuous period of not less than 12 calendar
months, or (B) blindness; and the term "blindness" means central
visual acuity of 5/200 or less in t ie better eye with the use of a correct-
ing lens. Anl eye in which the visual field is reduced to five degrees or
less concentric contraction sliall be considered for the purpose of this
paragraph as having a central visual acuity of 5/200 or less. An indi-
vidual shall not be considered to be iinder a disabilityy unless he fur-
nilshes such proof of the existence thereof as may be required. Nothing
ill this title shall lbe cost rued as authorizing the Secretary or any other
officer or employee of the United States to interfere in any way with
tlie practice of medicine or with relationships between practitioners of
medicine and their patients, or to exercise any supervision or control
over the administration or operation of any hospital.

[(2) The term "period of disability" means a continuous period
(beginning and ending as hereinafter provided in this subsection) dur-
ing which an individual was under a disability (as defined in para-
'graph (1)), but only if such period is of not less than six full calendar
months' duration or such individual was entitled to benefits under sec-
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tion 223 for one or more months in such period. No such period shall
begin as to any individual unless such individual, while under such
disability, files an application for a disability determination with re-
spect to such period; and no such period shall begin as to any individ-
ual after such individual attains the age of sixty-five. A period of
disability shall [(subject to section 223(a) (3))] begin-

[(A) on the day the disability began, but only if the individual
satisfies the requirements of paragraph (3) on such day; or
[(B) if such individual does not satisfy the requirement of

paragraph (3) on such day, then on the first day of the first
quarter thereafter in which he satisfies such requirements.

A period of disability shall end with the close of the last day of the
month preceding whichever of the following months is the earlier: the
month in which the individual attains age sixty-five or the third month
following the month in which the disability ceases. No application for
a disability determination which is filed more than three months before
the first day on which a period of disability can begin (as determined
under this paragraph), or, in any case in which clause (ii) of section
223(a)()() s applicable, more than six months before the first month
for which such applicant becomes entitled to benefits under section 223,
shall be accepted as an application for purposes of this paragraph, and
no such application which is filed prior to January 1, 1955, shall be
accepted. Any application for a disability determination which is filed
within such three months' period or six months' period slall ibe deemed
to have been filed on such first day or in such first month, as the case
may be.]

(k) (A) The term "period of disability" means a continuous period
(beginning and ending as hereinafter provided in this subsection)
during which an individual was under a disability (as defined in para-
graph (1)), but only if such period is of not less than 6 full calendar
months' duration or such individual was entitled to benefits under
section 223 for one or more months in such period.

(B) No period of disability shall begin as to any individual unless
such individual files an application for a disability determination with
respect.to such period; and no such period shall begin as to any indi-
vidual after suc individual attains the age of 65.

(C) A period of disability shall begin-
(i) on the day the disability began, but only if the individual

satisfies the requirements of paragraph (3) on such day; or
(ii) if such individual does not satisfy the requirements of

paragraph (3) on such day, then on the first day of the first quar-
quarter thereafter in which he satisfies such requirements.

(D) A period of disability shall end with the close of whichever
of the following months is the earlier: (i) the month preceding the
month in which the individual attains age 65, or (ii) the second month
following the month in which the disability ceases.

(E) No application for a disability determination which is filed
more than 12 months after the month prescribed by subparagraph
(D) as the month in which the period of disability ends (determined
without regard to subparagraph (B) and this subparagraph) shall
be accepted as an application for purposes of this paragraph.

(F) An application for a disability determination filed before the
first day on which the applicant satisfies the requirements for a period
of' disability wder this subsection shall be deemed a valid application
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only if the applicant satisfies the requirements for a period of disabil-
ity before the Secretary makes a final decision on the application. If
upon final decision by the Secretary, or decision upon judicial review
thereof, such applicant is found to satisfy such requirements, the ap-
plication shall be deemed to have been filed on such first day.

(3) The requirements referred to in [clauses (A) and (B) of para-
graph (2)] clauses (i) and (ii) of paragraph (2)(C) are satisfied
by an individual with respect to any quarter only if-

(A) he would have been a fully insured individual (as defined
in section 214) had he attained age 62 (if a woman) or age 65 (if
a man) and filed application for benefits under section 202(a) on
the first day of such quarter; and

(B) he had not less than twenty quarters of coverage during
the forty-quarter period which ends with such quarter, not count-
ing as part of such forty-quarter period any part of which was
included in a prior period of disability unless such quarter was a
quarter of coverage;

except that the provisions of subparagraph (A) of this paragraph
shall not apply in the case of any individual with respect to whom a

period of disability would, but for such subparagraph, begin prior to
1951.

Periods of Limitation Ending on Nonwork Days

(j) Where this title, any provision of another law of the United
States (other than the Internal Revenue Code of 1954) relating to or
changing the effect of this title, or any regulation issued by the Secre-
tary pursuant thereto provides for a period within which an act is
required to be done whichaffects eligibility for or the amount of any
benefit or payment under this title or Is necessary to establish or protect
any rights under this title, and such period ends on a Saturday, Sun-
day, or legal holiday, or on any other day all or part of which is de-
clared to be a nonwork day for Federal employees by statute or Execu-
tive order, then such act slhall be considered as done within such period
if it is done on the first clay thereafter which is not a Saturday, Sunday,
or legal holiday or any other day all or part of which is declared to be
a nonwork day for Felderal employees by statute or Executive order.
For purposes of tils subsection, thle lay on which a period ends shall
include the day on which an extension of such period, as authorized
by law or by the Secretary pursuant to law, ends. The provisions of
this subsection shall not extend the period during which benefits under
this title may (pursuant to section 202(j) (1) or 223(b)) be paid for
months prior to the day application for such benefits is filed, or during
which an application for benefits under this title may (pursuant to
section 202 (j) (2) or 223 (b)) be accepted as such.

Benefits in Case of Veterans
Sec. 217. (a) (1) For purposes of determining entitlement to and

t he amount, of any monthly benefit. for any month after August. 1950,
or entitlement to and tle amount. of any lump-sum death payment in
case of a deant after suchll month, payable under this title on the basis
of the wages and self-employment income of any World War II vet-
eran, and for purposes of section 216(i)(3), such veteran shall be
deemed to have been paid wages (in addition to the wages, if any,
actually paid to him) of $160 in eacl month during any part of which
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he served in the active military or naval service of the United States
during World War II. This subsection shall not be applicable in the
case of any monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump sum
unless it is a commutation of, or a substitute for, periodic pay-
ments) which is based, in whole or in part, upon the active mili-
tary or naval service of such veteran during World War II is
determined by any agency or wholly owned instrumentality of the
United States (other than the Veterans' Administration) to be
payable by it under any other law of the United States or under
a system established by such agency or instrumentality. The pro-
visions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its applica-
tion would reduce by $0.50 or less the primary insurance amount
(as computed under section 215 prior to any recomputation
thereof pursuant to subsection (f) of such section) of the indi-
vidual on whose wages and self-employment income such benefit
or payment is based. The provisions of clause (B) shall also not
apply for purposes of section 216(i) (3).

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any World
War II veterans, the Secretary of Health, Education, and Welfare
shall make a decision without regard to clause (B) of paragraph (1)
of this subsection unless he has been notified by some other agency or
instrumentality of the United States that, on the basis of the military
or naval service of such veteran during World War II, a benefit de-
scribed in clause (B) of paragraph (1) has been determined by such
agency or instrumentality to be payable by it. If he has not been so
notified, the Secretary of Health, Education, and Welfare shall then
ascertain whether some other agency or wholly owned instrumentalityof the United States has decided that a benefit described in clause (B)
of paragraph (1) is payable by it. If any such agency or instrumen-
tality has decided, or thereafter decides, that such a benefit is payable
by it, it shall so notify the Secretary of Health, Education, and Wel-
fare, and the Secretary shall certify no further benefits for payment or
shall recompute the amount of any further benefits payable as may be
required by paragraph (1) of this subsection.

.(3) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service during World War II shall, at the
request of the Secretary of Health, Education, and Welfare, certify to
him, with respect to any veteran, such information as the Secretary
deems necessary to carry out his functions under paragraph (2) of this
subsection.

(b) (1) Any World War II veteran who died during the period of
three years immediately following his separation from the active mili-
tary or naval service of the United States shall be deemed to have
died a fully insured individual whose primary insurance amount is the
amount determined under section 215 (c). Notwithstanding section
215(d), the primary insurance benefit (for purposes of section 215
(c)) of such veteran sh:ill be determined as provided in this title as in
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effect prior to the enactment of this section, except that the 1 per
centum addition provided for in section 209(e) (2) of this Act as in
effect prior to the enactment of this section shall be applicable only
with respect to calendar years prior to 1951. This subsection shall not
h)e applic'.ble ill the case of any monthly benefit or lump-sum death-
payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application;

(B) any pension or compensation is determined by the Vet-
erans' Administration to be payable by it on the basis of the death
of such veteran;

(C) the death of the veteran occurred while he was in the
active military or naval service of the United States; or

(D) such veteran has been discharged or released from the
active military or naval service of the United States subsequent
to July 26, 1951.

(2) Upon an application for benefits or a lump-sum death payment
on the basis of the wages and self-employment income of any World
War II veteran, the Secretary of tlealth, Education, and Welfare shall
make a decision without regard to paragraph (1) (B) of this subsec-
tion unless he has been notified by the Veterans' Administration that
pension or compensation is determined to be payable by the Veterans'
Administration by reason of the death of such veteran. The Secretary
of Health, Education, and Welfare shall thereupon report such deci-
sion to the Veterans' Administration. If the Veterans' Administration
in any such case has made an adjudication or thereafter makes an adju-
dicatlon that any pension or compensation is payable under any law
administered by it, it shall notify the Secretary of Health, Education,
and Welfare and the Secretary shall certify no further benefits for-pay-
ment, or shall recompute the amount of any further benefits payable,
as may be required by paragraph (1) of this subsection. Any payment.
theretofore certified by the Secretary of Health, Education, and Wel-
fare on the basis of paragraph (1) of this subsection to any individual,
not exceeding the amount of any accrued pension or compensation pay-
able to him by the Veterans' Administration, shall (notwithstanding
the provisions of section 3101 of title 38, United States Code) be
deemed to have been paid to him by such Administration on account
of such accrued pension or compensation. No such payment certified
by the Secretary of Health, Education, and Welfare, and no payment
certified by him for any month prior to the first month for which any
pension or compensation is paid by the Veterans' Administration shall
be deemed by reason of tllis subsection to have been an erroneous pay-
ment.

(c) In the case of any World War II veterans to whom subsection
(a) is applicable, proof of support required under section 202(h)
mllay be filed by a parent at any time prior to July 1951 or prior to the
expiration of two years after the date of the death of such veteran,
whichever is the later.

(d) For the purposes of this section-
(1) The term "World War II" means the period beginning

with September 16, 1940, and ending at the close of July 24, 1947.
(2) The term "World War II veteran" means any individual

who served in the active military or naval service of the United
States at any time during World War II and who, if discharged
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or released therefrom, was so discharged or released under con-
ditions other than dishonorable after active service of ninety
days or more or by reason of a disability or injury incurred or
aggravated in service in line of duty; but such term shall not
include any individual who died while in the active military or
naval service of the United States if his death was inflicted (other
than by an enemy of the United States) as lawful punishment
for a military or naval offense.

(e) (1) For purposes of determining entitlement to and the amount
of any monthly benefit or lump-sum death payment payable under
this title on the basis of wages and self-employment income of any
veteran (ns defined in paragraph (4)), and for purposes of section
216(i) (3), such veteran shall be deemed to have been paid wNages (in
addition to the wages, if any, actually paid to him) of $160 in each
month during any part ofwhichhe served in the active military or
naval service of the United States on or after July 25, 1947, and prior
to January 1, 1957. This subsection shall not ble applicable in the
case of any monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment., as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a, lump sum
unless it is a commutation of, or a substitute for, periodic pay-
ments) which is based, in whole or in part, upon the active mili-
tary or naval service of such veteran on or after July 25, 1947, and
prior to January 1, 1957, is determined by any agency or wholly
owned instrumentality of the United States (other tlIan the Vet-
erans' Admlinistratfionl) to be payable by it under any other law
of the United States or under a system established by such agency
or instrumentality.

Thll prlovisions of clause (B) sllall not apply in the case of any monthly
}lenefit or Ullump-sullm death payment underftlis title if its application
would reduce by $0.50 or less tle lrimal' insurance amount (as coim-
puted under section 215 prior to any recompnptation thereof l)ulsualnt
to subsection (f) of such section) of lte individual on whose wages
and self-ellployment income suchI1enefit or payment is based. The
I)proisions of clause ('B) shall also not apply for purposes of section
216(i) (3). In tile case of montll-y benefits under this title for months
after I)eceniber 1950 (and any lump-suml death payment under this
title withI respect to a death occurring after I)ecemler 1956) based on
tlhe wages alnd self-emlploynent income of a veteran who performedservice (as a mlemlber of a uniformed service) to which tile provisionsof section 210(1) (1) are applicable, wages lwhiclh would, but for the
l)rovisions of clause (13), be deemed lnder this subsection to havne been
paid to such \veteran with respect to his active military or naval service
I)erformed after December 1950 shall be deemed to have been paid to
him with respect to such service notwithstanding the provisions of
such clause, lbut only if the benefits referred to in such clause which
aro based (in whole or in part) on such servIice are payable solely by
tlhe Army, Navy, Air' Force, Marine Corps, Coast Guard, Coast and
Geodetic SurIvey or Public Health Service.

(2) Upon application for benefits or a lump-sum ldeatl payment on
tlie basis of the wages and self-enlployment income of any veteran,tlhe Secretary of Health, Education, anid Welfare shall make a decision
without regard to clause (B) of paragraph (1) of this subsection .un-
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less lie has been notified by some otiler agency or instrumentality of
Ihe Ulnited States that, on the basis of tile military or naval service of
such veteran on or after July 25, 1947, and prior to January 1, 1957,
aI benefit. desclriled in clause (B) of paragraph (1) has been deter-
mined by such agency ori instrulentality to be payable by it. If he
lias not been so notified, the Secretary of Health, Education, and Wel-
fare shall then ascertain whether sonme other agency or wholly owned
instrunlentality of the IJnited States has decided that a benefit de-
sc'ribed in clause (B) of paragraph (1) is payable by it. If any such
agency or instrumentality lhas decided, or thereafter decides, that such
a benefit is payable by it, it shall so notify the Secretary of tIealth,
IEducation, and Welfare, and tlhe Secretary shall certify no further
benefits for l)naYment. or slhall recomputee tie amount of any further
benefits payable, as mlay b)e required by p)aragraphl 1 of this subsectiln.

(3) ,Any agency or wholly owned instrumentality of the United
States which is allthorized by any law of the United States to pay
benefits, or lias a system of Illnefits hllich are )based, in whole or il
part, on military or naval service ol or after July 25, 1947, and prior
to January 1, 1957), shall, at tle request of tlie Secretary of I-ealith,
Education, and Welfare, certify to himl, witll respect to any veteran,
such information aIs tile Secretary deelms necessary to carry out. Iis
funllt ions under p)aragragph (2) of this sublsection.

(4) For the purposes of this subsection, the term "veteran" means
any individual who served in the active military or naval service of
the United States at any time on or after July 25, 1947, and prior to
January 1, 1957, and who, if discharged or released therefrom, was
so discharged or released under conditions other than dishonorable
after active service of ninety days or more or by reason of a disability
or injury incurred or aggravated in service in line of duty; but such
term shall not include any individual who died while in the active
military or naval service of tlie United States if his death was inflicted
(other than by tan enemy of the United States) as lawful punishment
for a military or naval offense.

(f) (1) In any case where a World War II veteran (as defined in
subsection (d) (2)) or a veteran (as defined in subsection (e)(4))
has died or shall hereafter die, and his widow or child is entitled under
the Civil Service Retirement. Act of May 29, 1930, as amended, to
an annuity in the coml)utation of which his active military or naval
service was included, clause (B) of subsection (a)(1) or clause (B)
of subsection (e)(1) shall -not. operate (solely by reason of such an-
nuity) to make such subsection inapplicable in the case of any monthly
benefit under section 202 wllicl is based on his wages and self-employ-
ment income; except. that no such widow or child shall be entitled
under section 202 to any monthly benefit in the computation of which
such service is included by reason of this subsection (A) unless such
widow or child after December 1956 waives his or her right to receive
such annuity, or (B) for any month prior to the first month with
respect to which the Civil Service Commission certifies to the Secre-
tary of Health, Educa:tion, and Welfare that (by reason of such
waiver) no further annuity will be paid to such widow or child under
such Act of May 29, 19930, as amended, on the basis of such veteran's
military or civilian service. Any such wiaver shall be irrevocable.

(2) AWhenever la widow waives her right to receive such annuity
such waiver shall constitute a waiver on her own behalf; a waiver
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by a legal guardian or guardians, or, in the absence of a legal guard-
ian, the person (or persons) who has the child in his care, of the child's
right to receive such annuity shall constitute a waiver on behalf of
such child. Such a waiver with respect to an annuity based on a vet-
eran's service shall be valid only if the widow and all children, or,
there is no widow, all the children, waive their rights to receive an-
nuities under the Civil Service Retirement Act of May 29, 1930, as
amended, based on such veteran's military or civilian service.
[(g) (1) Thero are 'hereby authorized to be appropriated to the

Trust. Fund annually, as benefits under this title are paid after June
1956, such sums as the Secretary of Health, Education, and Welfare
determines to be necessary to meet the addition costs, resulting from
subsections ((ta ),() and (e), of such benefits (including lump-sum
death payments).

[(2) Thle Secretary shall, before October 1, 1958, determine the
amount which would place the Federal Old-Age and Survivors In-
surance Trust Fund in the same position in which it would have been
at the close of June 30, 1956, if section 210 of this Act, as in effect
prior to the Social Security Act Amendments of 1950, and section 217
of this Act (including amendments thereof), had not. ben enacted.
There are hereby authorized to be appropriated to such Trust Fund
annually, during tll first ten fiscal years beginning after such deter-
mination is made, sums aggregating the amount so determined, plus
interest, accruing on such amount (as reduced by appropriations made
pursuant to this paragraph) for each fiscal year beginning after
June 30, 1956, at a. rate for such fiscal year equal to t'he average rate
of interest (as determined by the Managing Trustee) earned on the
invested assets of such Trust. Fund during the preceding fiscal year.]

(g) (1) ln-SCeplteeber 1965, aind in every fifth September thereafter
up to andl including September 2010, the Secretary shall deter;mrine the
amou.lnt which, if paid in equal in.Stallmevnts at the beginning of each
fiscal year in the period beginning-

(A) 'with. July 1, 1,965, in the case of the first sluch determnina-
tion, a.nd

(B) with the July 1 following the determination in the case
of all other such detertinations,

and ending .with, the close of Junle 30, ~2015, would acci?7taulate, with
interest compounded annually, to anr mountut equal to the amount
needed to place each. of the 'Trust F-unds and the Federal Hospital[Insut.rance rustt Fundind the same position? at the close of June 30,
W216, as he estimates they would otherwise be in aft the close of that
date if section 210 of this Act as in. effect prior to the Social Security
AcIt Anendlments of 1950, and this section, had not been enacted. The
rate of interest to be wt.Sed ihn determining suIch. amount shall be the
rate determede rine e section 201 (d) for lyublic-debt obligations which
were or could have been issued for purchase by the 'Trust Funds in the
June preceding the September in which such determination i.s made.

(2) TIhere are authorized to be appropriated to the Trust Fwnds
and the Federal Hospital Insurance Trust Fund-

(A) for the fiscal year ending June 30, 1966, an arwucnt equal
to the anwmont determined under paragraph (1) in September
1965, and

(1-) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of June 30, 015, an amount equal
to the annual installment for such fiscal year under the most recent
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determination under paragraph (1) which precedes such fiscal
year.

(3) For the fiscal year ending June 30, 2016, there is authorized
to be appropriated to the Trust Fwnds and the Federal Hospital
Insurance Trust Fund such. sums as the Secretary determines would
place the Trust Funds and the Federal Hospital Insurance Trust
Fund in the same position in which they would have been at the close
of June 30, 2015, if section 210 of this Act as in effect prior to the
Social Security Act Amendments of 1950. and this section, had not
been enacted.

(4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund annually, a.s benefits
under this title and part A of title XVIII are paid after June 30,
2015, sucs sums as the Secretary-determines to be necessary to meet
the additional costs, resulting from subsections (a), (b), and (e), of
such benefits (including lump-sum death payments).
Gratuitous Wage Credits for American Citizens Who Served in the-Armed

Forces of Allied Countries

(h) (1) For the purposes of this section, any individual who the
Secretary finds-

(A) served during World War II (as defined in subsection
(d) (1)) in the active military or naval service of a country which
was on September 16, 1940, at war with a country with which
the United States was at war during World War II;

(B) entered into such active service on or before DIecember 8,
1941;

(C) was a citizen of the United States throughout such period
of service or lost his United States citizenship solely because of
his entrance into such service;

()) had resided in the United States for a period or periods
aggregating four years during the five-year pIeriod ending on the
day (o, and was domiciled in the United States on the day of, such
entrance into such active service; and

(E) (i) was discharged or released from such service under
conditions otiler than dishonorable after active service of ninety
days or more or by reason of a disability or injury incurred or
aggravated. in service in line of duty, or

(ii) died while in such service,
shall be considered a World War II veteran (as defined in subsection
(d) (2))) and such service sllall be considered to lave been performed
in the active inilitary or naval service of the United States.

(2) In liho case of any individual to whom paragraph (1) applies,
proof of support required under section 202 (f) or (h) may be filed at
any time prior to the expiration of two years after the date of such
individual's deatl or the date of the enactment' of this subsection,
whichever is the later.

Voluntary Agreements for Coverage of State and Local
Employees

Purpose of Agreement
Sec. 218. (a) (1) The Secretary of Health, Education, and Welfare

shall, at the request of any State, enter into an agreement with such
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State for the purpose of extending the insurance system established
by this title to services performed by individuals as employees of such
State or any political subdivision thereof. Each such agreement shall
contain such provisions, not inconsistent with the provisions of this
section, as the State may request.

(2) Notwithstanding section 210(a), for the purposes of this title
the term "employment" includes any service included under an agree-
ment entered into under this section.

Definitions

(b) For the putlrposes of this section-
(1) The term "State" does not include the District of Columbia,

Guam or American Samoa.
(2) 'The term "political subdivision" includes an instlrmen-

tality of (A) a State, (B) one or more political subdivisions of a
State, or (C) a1 State and one or more of its political subdivisions.

(3) The term "employee" includes an officer of a State or po-
lit ical subdivision.

(4) Thle term "retirement system" means a pension, annuity,
retirenlent, or similar'fund or system established by a State or by
a political sulxlivision thereof.

(5) The term "coverage group" means (A) employees of the
State other than those engaged in )performing service in connec-
tion withla proprietary function; (B) employees of a political
subdivision of a State other than tlose engaged in performing
service in connection with a proprietary function; (C) employees
of a State engaged in performing service in connection with a

single proprietary function; or (D) employees of a political sub-
livision of a State engaged in performing service in connection
with a single plrolrietary function. If under the preceding sen-
tence an employee would be included in more than one coverage
group by reason of the fact that he performs service in connec-
tion with two or more proprietary functions or in connection with
both a proprietary function and a nonplrol)rietary function, he
shall be included in only one such coverage group. The deter-
mination of the coverage group in which such employee shall be
included slhall be made in such manner as may be specified in the
agreement. Civilian employees of National Guard units of a
State who are employed lprsuant to section 90 of tlhe National
Defense Act of June 3, 1916 (32 U.S.C., sec. 42), and paid from
funds allotted to such units by the Iepartment of Defense, shall
for purposes of this section be deemed to be employees of the
State and (notwithstanding the preceding provisions of this para-
graph), shall be deemed to be a separate coverage group. For
purl)oses of this section, individuals employed pursuant to an
agreement, entered into pursuant to section 205 of the Agricul-
tural Marketing Act of 1946 (7 U.S.C. 1624) or section 14 of the
Perishable Agricultural Commodities Act, 1930 (7 U.S.C. 499n),
between a State and the United States Department of Agriculture
to I)erform services as inspectors of agricultural products may be
deemed, at the option of the State, to be employees of the State
and (notwithstanding the preceding provisions ofthis paragraph)
sliall be deemed to be a separate coverage group.
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Services Covered

(c) (1) An agreement under this section shall be applicable to any
one or more coverage groups designated by the State.

(2) In the case of each coverage group to which the agreement
applies, the agreement must include all services (other than services
excluded by or pursuant to subsection (d) or paragraph (3), (5), or
(6) of this subsection) performed by individuals as members of such
group.

(3) Such agreement shall, if the State requests it, exclude (in the
case of any coverage group) any one or more of the following:

(A) Any service of an emergency nature;
B) All services in any class or classes of (i) elective positions,

(ii) part-time positions, or (iii) positions the compensation for
which is on at fee basis;

(C) All services performed by individuals as members of a
coverage group in positions covered by a retirement system on the
date such agreement is made applicable to such coverage group,
but only in the case of individuals wlio, on such date (or, if later,
the date on which they first occupy such positions), are not eligible
to become members of such system and whose services in such posi-
tions have not already been included under such agreement pur-
suant to subsection (d) (3).

(4) The Secretary of Health, Education, and Welfare shall, at the
request of any State, modify the agreement with such State so as to
(A) include any coverage group to which the agreement did not
previously apply, or (B) include, in the case of any coverage group
to which the agreement applies, services previously excluded from the
agreement; but tlhe agreement as so modified may not be inconsistent
with the provisions of this section applicable in the case of an original
agreement, with a State. A modification of an agreement pursuant
to clause (B) of the preceding sentence may apply to individuals to
whom paragraph (3(C) is applicable (whether or not the previous
exclusion of the service of such individuals swa spsiant to such para-
graph), but only if such individuals are, on the effective date speci-
fied in such modification, ineligible to be lmemlbers of any retirement
system or if the modification with respect to such individuals is pur-
suant to subsection (d) (3).

(5) Such agreement shall, if the State requests it, exclude (in.the
case of any coverage group) any agricultural labor, or service per-
formed by a student, designated by the State. This paragraph shall
apply only with respect to service which is excluded from employment
by any provision of section 210(a) other than paragraph (7) of such
section and service the remuneration for which is excluded from
wages by paragraph (2) of section 209(h).

(6) Such agreement shall exclude-
(A) service performed by an individual who is employed to

relieve him from unemployment,
(B) service performed in a hospital, home, or other institu-

tion by a patient or inmate thereof,
(C) covered transportation service (as determined under sec-

tion 210(k) , and
(I)) service (other than agricultural labor or service performed

by a student), which is excluded from employment by any pro-
49-643 0--65-pt. 2---8
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vision of section 210(a) other than paragraph (7) of such sec-
tion.

(7) No agreement may be made applicable (either in the original
agreement or by any modification hlereof) to service performed by
aliy individual to wllom paragraph (3) (C) is applicable unless such
agreement provides (in the case of each coverage group involved)
either that the service of any individual to whom such paragraph is
applicable and who is a member of such coverage group shall con-
tinue to be covered by such agreement in case he thereafter becomes
eligible to be a member of a retirement system, or that such service
shall cease to be so covered when he becomes eligible to be a member
of such a system (but only if tlhe agreement is not already applicable
to such system pursuant to subsection (a) (3)), whichever may be de-
sired by the State.

Positions Covered by Retirement Systems

(d) (1) No agreement with any State may be made applicable (eith-
er in the original agreement or by rany modification thereof) to any
service performed by employees as meml)ers of any coverage group
in positions covered by a retirement system either (A) on the date
such agreement is made applicable to such coverage group, or (B) on
tlie dlie of enactment of the succeeding paragraph of this subsection
(except in the case of positions which are, by reason of action by such
State or political subdivision thereof, as may be appropriate, taken
prior to the date of enactment of such succeeding paragraph, no long-
er covered by a retirement system on the date referred to in clause
(A), andi except in the case of positions excluded by paragraph (5)
(A)). The preceding sentence shall not be applicable to any service
performed by anll employee as a member of any coverage group in a

position (other than a position excluded by paragraph (5) (A)) cov-
ered by at retirement system on the date an agreement is made applica-
ble to such coverage group if, on such date (or, if later, tlhe date on
which such individual first occupies such position), such individual is
ineligible to be a member of such system.

(2) It is hereby declared to be the policy of the Congress in enacting
the succeeding paragraphs of this subsection that tle protection
afforded employees in )positions covered by a retirement system on the
date an agreement under this section is made apl)llicable to service per-
formed in such positions, or receiving periodicnlilefits under such re-
tirremnet system at such time, will not bte imnlpired as a result of
Inaking the agreement so al)plicable or as a result of legislative enact-
ment, in anticipat ion thereof.

(3) Notwithstanding paragraph (1), an agreement with a State
may be mace applicable (either in the original agreement or by any
modification thereof) to service performed by employees in positions
covered by a retirement system (including )positions specified in para-
graph (4) but not including positions excluded by or )pursuant to para-
graph (5)), if the governor of the State, or an official of the State des-
ignated by him for the purpose, certifies to the Secretary of Health,
Educaaton, and Welfare that the following conditions have been met:

(A) A referendum by secret written ballot was held on the ques-
tion of whether service in positions covered by suchlreetirement
system should be excluded from or included under an agreement
under this section;
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(B) An opportunity to vote in such referendum was given (and
was limited) to eligible employees;

(C) Not less than ninety days' notice of such referendum was
given to all such employees;

(D) Such referendum was conducted under the supervision of
the governor or an agency or individual designated by him; and

(E) A majority of the eligible employees voted in favor of in-
cluding service in such positions under an agreement under this
section.

An employee shall be deemed an "eligible employee" for purposes of
any referendum with respect to any retirement system, if, at the time
such referendum was held, he was in a position covered by such retire-
ment system and was a member of such system, and if he was in such
a position at the time notice of such referendum was given as required
by clause (C) of the preceding sentence; except that he shall not be
deemed an "eligible employee" if, at the time the referendum was held,
he was in a position to which the State agreement already applied
or if he was in a position excluded by or pursuant to paragraph (5).
No referendum with respect to a retirement system shall be valid for
purposes of this paragraph unless held within the two-year period
which ends on the date of execution of the agreement or modification
which extends the insurance system established by this title to such
retirement system, nor shall any referendum with respect to a retire-
ment system be valid for purposes of this paragraph if held less than
one year after the last previous referendum held with respect to such
retirement system.

(4) For the purposes of subsection (c) of this section, the following
employees shall be deemed to be a separate coverage group-

(A) all employees in positions which were covered by the same
retirement system on the date the agreement was made applicable
to such system (other than employees to whose services the agree-
ment already applied on such date);

(B) all employees in positions which became covered by such
system at any time after such date; and

(C) all employees in positions which were covered by such
system at any time before such date and to whose services the in-
surance system established by this title has not been extended
before such date because the positions were covered by such re-
tirement system (including employees to whose services the agree-
ment was not applicable on such date because such services were
excluded pursuant to subsection (c) (3) (C)).

(5) (A) Nothing in paragraph (3) of this subsection shall authorize
the extension of the insurance system established by this title to service
in any policeman's or fireman's position.

(B) At the request of the State, any class or classes of positions
covered by a retirement system which may be excluded from the agree-
ment pursuant to paragraph (3) or (5) of subsection (c), and to which
the agreement does not already apply, may be excluded from the agree-
ment at the time it is made applicable to such retirement system;
except that, notwithstanding the provisions of paragraph (3) (C) of
such subsection, such exclusion may not include any services to which
such paragraph (3) (C) is applicable. In the case of any such ex-
clusion, each such class so excluded shall, for purposes of this sub-
section, constitute a separate retirement system in case of any modifi-
cation of the agreement thereafter agreed to.

401
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(6) (A) If a retirement system covers positions of employees of the
State and positions of employees of one or more I)litical subdivisions
of the State, or covers positions of employees of two or more political
subdivisins ofthet State, then, for purposes of the preceding para-
granphs of this subsection, there shall, if the State so desires, be deemed
to be a separate retirement system with respect to any one or more of
tie political subdivisions concerned and, where tile retirement system
covers positions of employees of the State, a separate retirement system
with respect to the State or with respect to the State and any one or
more of the political subdivisions concerned. Where a retirement sys-
tem covering positions of employees of a State and positions of em-
ployees of one or more political subdivisions of a State, or covering
positions of employees of two or more political subdivisions of the
State, is not d(lividled into separate retirement systems pursuant to the
preceding sentence or pursuant to subparagraph (C), then the State
may, for purposes of subsection (f) only, deem the system to be a sepa-
rate retirement, system with respect to any one or more of the political
subdivisions concerned and, where the retirement system covers posi-
tions of employees of the State, a separate retirement system with
respect to tlhe State or with respect to tle State ancd any one or more of
tle political subdivisions concerned.

(B) If a retirement system covers positions of employees of one or
more institutions of higher learning, then, for purposes of such pre-
ceding p)aragraplhs, there shall, if the State so (lesires, be deemed t4o be
a separate retirement system for the employees of each such institution
of higher learning. For the purposes of this subparagraph, the term
"institutions of higher learning includes junior colleges and teachers
colleges. If a retirement system covers positions of employees of a

hospital which is an integral part of a political subdivision, then, for
l)url)pose.s of the preceding paragraphs there shall, if the State so de-
sires, l)e deemed to be a separate retirement system for the employees
of such hospital.

(C) For tile purposes of this subl)se(t ion, anyi retirement system
established by the State of Alaska, California, Connecticut, Florida,
Georgia, Massachusetts Minnesota, Nevada, New Mexico, New York,
North Dakota, Pennsylvania, Rhode Island, Tennessee, Texas, Ver-
mont, Washington, Wisconsin, or H-awaii, or any political subdivision
of any such State, which, on, before, or after the (late of enactment of
this subparagraph, is divided into two divisions or parts, one of which
is composed of positions of meinlbers of such system who desire coverage
tnl(ller an agreeimellt lii(lder tliis sect ion and tlhe other of which is corm-
posed of positions of members of such systemI who do rot desire such
coverage, sliall, if the State so (lesires and if it is provided that there
slhall be included insuch division or part coimpose(l of members desir-
ing such coverage tile positions of indlivi(luals who b)ecomle lmemlllers
of such system after such coverage is extended, le deemed to xbe a

sel)arate retirement system with respect to each such division or part.
If, in tile case of a separate retireement system which is deemed to exist
by reason of subp)l)aragraph (A) and which has beenl divided into two
divisions or )parts pursuanft. to tlie fi rst st t ence of this sublparagraplh,
individllals become imemblers of sucih system by reason of action taken
,by a p)olit'icail subl(livisioll after coverage un(ler and agreement under
tilis section lias been extended to tile division or p)art thereof colm-
posed of positions 'of individuals who desire such coverage, tile posi-
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tions of such individuals who become members of such retirement sys-
tem by reason of the action so taken shall be included in the division
or part of such system composed of positions of members who do not.
desire such coverage if (i) such individuals, on the day before becom-
ing such members, were in the division or part of another separate
retirement system (deemed to exist by reason of subparagraph (IA))
composed of positions of members of such system who do not desire
coverage under an agreement under this section and (ii) all of the
positions in the separate retirement system of which such individuals
so become members and all of the positions in the separate retirement
system referred to in clause (i) would have been covered by a single
retirement system if the State had not taken action to provide for
separate retirement systems under this paragraph.

(D) The position of any individual which is covered by any retire-
ment system 'to which subparagraph (,C) is applicable slall, if such
individual is ineligible to become a member of such system on August
1, 1956, or, if later, the day he first occupies such position, be deemed
to be covered by the separate retirement system consisting of the
positions of members of the division or part who do not. desire coverage
under the insurance system established under this title.

(E) An individual who is in a position covered by a retirement
system to which subparagraph (C) is applicable and who is not a
member of such system but is eligible to become a member thereof shall,
for purposes of this subsection (other than paragraph (8)), be re-
garded as a member of such system; except that, in the case of any re-
tirement system a division or part. of which is covered under the agree-
ment (either-in the original agreement or by a modification thereof),
which coverage is agreed to prior to 1960, the preceding provisions of
this subparagraph shall apply only if the State so requests and any
such individual referred to in such preceding provisions shall, if the
State so requests, be treated; after division of the retirement system
pursuant to such subparagraph (C), the same as individuals in posi-
tions referred to in subparagrraph (F).

(F) In the case of any retirement system divided pursuant to sub-
p)aragraph (C), the position of any member of the division or part
composed of positions of members who do not desire coverage may be
transferred to the separate retirement system composed of positions
of members who desire such coverage if it is so provided in a modifica-
tion of such agreement which is mailed, or delivered by other means, to
the Secretary prior to [1963] 1967 or, if later, the expiration of two
years; after the date on which such agreement, or the modification
thereof making the agreement applicable to such separate retirement
system, as the case may be, is agreed to, but only if, prior to such modi-
fication or such later modification, as the case may be, the individual
occupying such position files with the State a written request for such
transfer. Notwithstanding subsection (f) (1), any such modification
or later modification, providing for the transfer of additional posi-
tions within a retirement system previously divided pursuant to sub-
paragraph (C) to the separate retirement system composed of positions
of members who desire coverage, shall be effective with respect to
services performed after the same effective date as that which was

specified in the case of such previous division.
(G) For the purposes of this subsection, in the case of any retire-

nent system of the State of Florida, Georgia, Minnesota, North
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Dakota, Pennsylvania, Washington, or Hawaii which covers positions
of employees of such State who are compensated in whole or in part
from grants made to such State under title III, there shall be denied
to be, if such State so desires, a separate retirement system with respect
to any of the following:

(i) the positions of such employees;
(ii) the positions of all employees of such State covered by such

retirement system who are employed in the department of such
State in which the employees referred to in clause (i) are em-
ployed; or

(iii) employees of such State covered by such retirement system
who are employed in such department of such State in positions
other than those referred to in clause (i).

(7) The certification by the governor (or an official of the State
designated by him for the purpose), required under paragraph (3)
shall be deemed to have been made, in the case of a division or part
(created under subparagraph (C) of paragraph (6) or the corre-
sponding provision of prior law) consisting of the positions of mem-
bers of a retirement system who desire coverage under the agreement
under this section, if the governor (or the official so designated) certi-
fies to the Secretary of Health, Education, and Welfare that-

(A) an opportunity to vote by written ballot on the question of
whether they wish to be covered under an agreement under this
section was given to all individuals who were members of such
system at the time the vote was held;

(B) not less than ninety days' notice of such vote was given to
all individuals who were members of such system on the date the
notice was issued;

(C) the vote was conducted under the supervision of the gov-
ernor or an agency or individual designated by him; and

(D) such system was divided into two parts or divisions in
accordance with the provisions of subparagraphs (C) and (D)
of paragraph (6) or the corresponding provision of prior law.

Fer purposes of this paragraph, an individual in a position to which
the State agreement already applied or in ia position excluded by or
pursuant to paragraph (5) shall not be considered a member of the
retirement system.

(8) (A) Notwithstanding paragraph (1), if under the provisions
of this subsection an agreement is, after I)ecember 31, 1958, made ap-
plicable to service performed in positions covered by a retirement sys-
tem, service performed by an individual in a position covered by such
a system may not be excluded from the agreement. because such posi-
tion is also covered under another retirement system.

(B) Subparagraph (A) shall not apply to service performed by an
individual in a position covered under a retirement system if such
individual, on the day the agreement is made applicable to service
performed in positions covered by such retirement system, is not a
member of sucl system and is a member of another system.

(C) If an agreement is made applicable, prior to 1959, to service in
positions covered by any retirement system, the preceding provisions
of this paragraph shall be applicable in the case of such system if the
agreement is modified to so provide.

(D) Except in the case of agreements with the States named in
subsection (p) and agreements with interstate instrumentalities, noth-
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ing in this paragraph shall authorize the application of an agreement
to service in any policeman's or fireman's position.

Payments and Reports by States

(e) (1) Each agreement under this section shall provide-
(A) that the State will pay to the Secretary of the Treasury,

at such time or times as the Secretary of Health, Education, and
Welfare may by regulations prescribe, amounts equivalent to the
sum of the taxes which would be imposed bv sections 3101 and
3111 of the Internal Revenue Code of 1954 if the services of em-
ployees covered by the agreement constituted employment as de-
ined in section 3121 of such Code; and

(B) that the State will comply with such regulations relating
to payments and reports as the Secretary of Health, Education,
and Welfare may prescribe to carry out the purposes of this sec-
tion.

(2) Where-
(A-) an individual in any calendar year reforms services to

which an agreement under this section is applicable (i) as the em-
ployee of two or more political subdivisions of a State or (ii) as
the employee of a State and one or more political subdivisions of
such State; and

(B) such State provides all of the funds for the payment of
those amounts referred to in paragraph (1) (A) which are equiv-
alent to the taxes imposed by section 3111 of the Internal Revenue
Code of 1954 with respect to wages paid to such individual for
such services; and

(C) the political subdivision or subdivisions involved do not
reimburse such State for the payment of such amounts or, in the
case of services described in subparagraph (A) (ii), for the pay-
ment of so much of such amounts as is attributable to employment
by such subdivision or subdivisions;

then, notwithstanding paragraph (1), the agreement under this sec-
tion with such State may provide (either in the original agreement or
by a modification thereof) that the amounts referred to in paragraph
(1) (A) may be computed as though the wages paid to such individ-
ual for the services referred to in clause (A) of this paragraph were
paid by one political subdivision for services performed in its employ;
but the provisions of this paragraph shall be applicable only where
such State complies with such regulations as the Secretary may pre-
scribe to carry out the purposes of this paragraph. The preceding sen-
tence shall be applicable with respect to wages paid after an effective
date specified in such agreement or modification, but in no event with
respect to wages paid before (i) January 1, 1957, in the case of an
agreement or modification which is mailed or delivered by other means
to the Secretary before January 1, 1962, or (ii) the first day of the year
in which the agreement or modification is mailed or delivered by other
means to the Secretary, in the case of an agreement or modification
which is so mailed or delivered on or after January 1, 1962.

Effective Date of Agreement

(f) (1) Except as provided in subsection (e) (2), any agreement or
modification of an agreement under this section shall be effective with
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respect to services performed after an effective date specified in such
agreement or modification; except that such date may not be earlier
than the last day of the sixth calendar year preceding the year in which
such agreement or modification, as the case may be, is agreed to by the
Secretary and the State.

(2) In the case of service performed by members of any coverage
group-

(A) to which an agreement under this section is made applica-
ble, and

(B) with respect to which the agreement, or modification
thereof making the agreement so applicable, specifies an effective
date earlier than the date of execution of such agreement and
such modification, respectively,

the agreement shall, if so requested by the State, be applicable to such
services (to the extent the agreement was not already applicable)
performed before such date of execution and after sch effective date by
any individual as a member of such coverage group if he is such a
member on a date, specified by the State, which is earlier than such
date of execution, except that in no case may the date so specified be
earlier than the date such agreement or such modification, as the case
may be, is mailed, or delivered by other means, to the Secretary.

Termination of Agreement

(g)) 1) Upon giving at least two years' advance notice 'ii writing
to the Secretary of Health, Education, and Welfare, a State may termi-
nate, effective at end of a calendar quarter specified in the notice, its
agreement with the Secretary either-

(A) in its entirety, but only if the agreement has been in effect
from its effective date for not less than five years prior to the re-
ceipt of such notice; or

(B) with respect to any coverage group designated by the State,
but only if the agreement has been in effect with respect to such
coverage group for not less than five years prior to the receipt of
such notice.

(2) If the Secretary, after reasonable notice and opportunity for
hearing to a State with whom he has entered into an agreement pur-
suant, to this section, finds that the S;tate has failed or is no longer
legally able to comply substantially with any provision of such agree-'
ilent or of this section, he shall notify such State that the agreement
will be terminated in its entirety, or with respect to any one or more
coverage groups designated by him, at such time, not later than two
year from the date of such notice, as lie deems appropriate, unless
prior to such time he finds that there no longer is any such failure or
that the cause for such legal inability has been removed.

(3) If any agreement entered into under this section is terminated
in its entirety, the Secretary and the State may not again enter into an
agreement pursuant to this section. If any such agreement is termi-
nated with respect to any coverage group, the Secretary and the State
may not thereafter modify such agreement so as to again make the
agreement applicable with respect to such coverage group.
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Deposits in Trust Fund; Adjustments

(h) (1) All amounts received by the Secretary of the Treasury
under an agreement made pursuant to this section shall be deposited in
the [Trust Funds in the ratio in which amounts are appropriated to
such Funds pursuant to subsections (a) (3) and (b) (1) of section 201]
Trust Funds and the Federal Hospital Insurance Trust Fund in the
ratio in which amounts are appropriated to such Funds pursuant to
subsection (a) (3) of section 201, subsection (b) (1) of such section,
and subsection (a) (1) of section 1817, respectively.

(2) If more or less than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of
remuneration, proper adjustments with respect to the amounts due
under such agreement shall be made, without interest, in such manner
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare.

(3) If an overpayment cannot be adjusted under paragraph (2). the
amount thereof and the time or times it is to be paid shall be certified
by the Secretary of Health, Education, and Welfare to the Managing
Trustee, and the Managing Trustee, through the Fiscal Service of the
Treasury Department and prior to any action thereon by the General
Accounting Office, shall make payment in accordance with such certi-
fication. The Managing Trustee shall not be held personally liable
for any payment or payments made in accordance with a certification
by the Secretary of Health, Education, and Welfare.

Regulations

(i) Regulations of the Secretary of Health, Education, and Welfare
to carry out the purposes of this section shall be designed to make the
requirements imposed on States pursuant to this section the same, so
far as practicable, as those imposed on employers pursuant to this title
and chapter 21 and subtitle F of the Internal Revenue Code of 1954.

Failure To Make Payments

(j) In case any State does not make, at the time or times due, the
payments provided for under an agreement pursuant to this section
there shall be added, as part of the amounts due, interest at the rate of
6 per centum per annum from the date due until paid, and the Sec-
retary of Health, Education, and Welfare may, in his discretion de-
duct such amounts plus interest from any amounts certified by him to
the Secretary of the Treasury for payment to such State under any
other provision of this Act. Amounts so deducted shall be deemed
to have been paid to the State under such other provision of this Act.
Amounts equal to the amounts deducted under this subsection are
hereby appropriated to the Trust Funds in the ratio in which amounts
are deposited in such Funds pursuant to subsection (h) (1).

Instrumentalities of Two or More States

(k) (1) The Secretary of Health, Education, and Welfare may, at
the request of any instrumentality of two or more States, enter into
an agreement with such instrumentality for the purpose of extending
the insurance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement, to
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thI extent. practicable, slall lxt governed l)y tile provisions of this
section appl)licable ill tlie case of aln agreement witl a State.

(2) In the case of any; inlstrul enllt ality of twoo\()1' ore St att es, if-
(A) employees of such i istiirunielitalit y are ill positions covered

by a retiremelnll system of such instrullenltalityoi' o f ailn of such
States or any of ltle political subdivisions thereof, and

(13) sulch retiirei(ent system is (onl, b'efor'e, o0r a; fterIt d(late of
entaclitment of this plaragraph)l) dividedd into iwo dliisionls or parts,
one of wllicli is composed of positions of memelil)rs of such'li st cii
wlio are employees of such ilistilrumentality and (\vlo desire cov-

etragleiInier an1l'greemeiitt iderlillis section and tilte other of
whilichl is composed of p)osit ions of nimiebers of slchl sy;stieml whlio are

employees of such inlstrunientality and who (lo not desiree such
coverage, alld

(C) it is p)rovide(ld that 1tlre shall )e incl(luded ill si1(l (division
or plat composed of t li)positions of imenbiiiers desirigiii such cov-
lerage tlhe positions of eli)(loyees of such instrunlillntality who
beconie Imeimbers of stuch1 system after' such coverage is extellded,

tlen such retiirellent syst emll sllall, if s11(1 instirumienIllity o d(esiles, be
deemed to be a separate retilrelent systenl witli res1)eclt to eachl such
division or part. An individual wlio is il a position covered by a
retirement system divided pl)ursuant to tlie pr),eceding sentence andl 'lio
is not a Illember of s1(uch system but is e.li'ible to )ecome ta teliell)ler
thereof shall, for pl)urposes of tl is subsection, be Ire(} (lded as a mem-
ber of such system,. Coverage. id(er tlle agreenient of aiy such indi-
\vi(lual sliall )te provided undel tlie sailre conlditionls, to tlle extent
p lacitictabl , as are a )lplic'able ill tlle case of tlie 1Statles to wh\icll tlie
l)rovisioli ot subsection (d) (() ((') apply. Thlie lositionl of' any
eml)lloyee of any suc('l tllstru'l l( l litywh\iic is coveredl 1'va\i' ret1i'(re-
lientll, system to whichi(lietirst sent ence ofstillss p)a ragra1)11 is8 aptl;l)lica)le
salll, i1' luch1 iildi\vidul;ll is ineligible to becomele 1am1iieil)' ofsut11c'
s.ystell on tlie date of e lactlltent of tllis pa); graphll o', itf'later, tlhe (day
lie first occupies suichl }posil ioln,bedeemed tob1le covet tl I, t lie sepIarat e

s(,ion\orl)'par hotwlo ) 1 1esire 'ovei'I 'IIII(li l tlie iisur111ii)c systI (l
e('t ablis hl un(ll d e tlils itIc. Servi 'eis in loI sit ions coviereol y tse larat e

Ire' irltieelt syst cill createdd p)i 'sua;lit to this sIIbs)('ectio) (a111(l consist illr
f (llepositions of ,iielibei'si who desire coveragege n11(de aaaglll(' lI lent

fielder this section) sliall be covered under such agreement on coli-
l) , tliace, t e ext t pllra'cti'cabl)l, with tlie saeill condlit iolis s tare
pphlicaleI' to 'cove('I'ageI Id' aillagreeieie'iti(ldeirIis secti() oft' sevi-

ices illn )ositi0ons1 cov(ereod lby a sp!)ai'ate l'til'lemlllent systlemi c related pul)r-
sanut to 111)pai'ragiaph1 ( ( (') of subl)sec('t ionI (() (()(or tlie ('0co1'le(spl)dillg
p)rovisio()l ()ol' )rio' law (alid(consitingwof t le )osit i)0ls )t' ilemll'ers who
d(esiie \'(' 'ra 11(1(ge,1'de such' agIr'('ie ilt ).

(3,) Anly IagI'telie li[t w ith ay111 illi 1tl'111i nt('altlity of' \' ) (0' i-Ol)('e St rates
enteredl' intop()militantt to thlls Act Illay, lnot it ll.st alldilng lie provisions
of subsect.ion (d) (5)(A) and tlle r'efeIrences thereto ill siubsections
(d) (1) and (d) (3), apply to service p)eirftormed )by employees of such
instiruientality in any p)olicenian's or fire an's position covered by
a retirement system, but only upl)on (compl)liance, to the extent l)racti-
cal)le, wit I the requirements of sul-sect ion (d) (3) . For t11( purpose
of tlhe preceding sentence, al retirement system lwhlichl covers positions
of policemen or firemen or both, and otlier positions shall, if tlhe. in-
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strlamentality concerned so desires, )e deelledl to be a separallte retire-
inent system with respect to the positions of such policemlen or fire-
men, or both, as the case may be.

I)elegation-of Functions

(1) The Secretary of I-eaLlth, Education, and Welfare is a.uthor-
ized, pursuant to agreement. with the head of any Federal agency, to
delegate any of his functions under this section to ,lny officer or
employee of such agency and otherwise to utilized the services and fa-
cilities of such agency nll carrying out such functions, and payment
therefor shall be in advance or by tway of reimbursement, as nma.y
be provided in such agreement.

Wisconsin Retirement Fund

(mi)(l) Notwitllstanding paragraph (1) of subsection (d), the
agreement will the State of Wisconsin may, subject to the provisions
of this subsection, be modified so as to apply to service performed by
employees in positions covered by the Wisconsin retilrementlt funld.

(2) All employees iln positions covered by tie Wisconsin ret irement,
fund at any time or or after Janulary 1, 1951, shall, for the Ipurposes
of subsection (c) only, be deemed to be aI separate coverage group;
except, that there shall be excluded from suc'll separate coverage group

all employees in positions to which the agreement. :Ipplies without
regard to this subsection.

(3) Tlie modification pursulant. to this subsection shall exclude, (in
tlhe case of employees in the coverage group established by p)aragraph
(2) of this subsection) service periforiled b)y anlly individuals dlinll
any period before he is included under tlle Wisconsin retirement fund.

(4) The modification pursuant. to this sul)section shall, if tlie Statte
of Wisconsin requests it, exclude (ill 'the case of employees ill tile
coverage group established by paragraph (2) of this subsection) all
service performed in policemlien's positions, all service perfornled in
firemen's positions, or both.

Certain Positions No Longer Covered by Retirement Systems

(n) Not.witlhstanuding stl1)sectionl (d), a(ll agreement with alny State
entered into under (li s section )rior to tlie date of thle en(actl'ent of
this subsect ion may, prior to Jallnuary 1,1958,lbe llodlified plursuant to
subsection (c) (4) so as to apply to services perlfolrmled by elll)ployees, aI;
111members of any c()veraIe grI'oup to whichsuch agreement already
applies (land to which slicli agreement al)l)lied o(i suc(ldate of enact-
mrient), iln positions (1) to which such agreementdoles not already
apl)ly, ('2) wlhi(cl were covered biy aretiremelet system on tlle (ate such
agreement was imadle applicablle to such coverage groulp, and( (3) wllich,
by reason of action by such State or political sub)di visioll thereof, as

maty be appropriate, taken prior to tile date of thile enactlnent of this
subsection, are no longer covered lby a retiremientl svsltem on tlie date
such agreement is made appl)licable to sullch services.

Certain Employees of the State of Utah

(o) Not withstandlingthe provisions of sul)section (di), the agreement
with the State of [ltali entered into pursuant to this section nmay be
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inodified I)llrsualllt to- sllb)Section ()(() (4-) so .s to apl1y to services per-
forimell fotr al of (le follow\\ ill tl(e elll)ltyees lertormiilg services for
each of which shall constitiet( a sel)arate coverage group: Weber
Junior Collerge, (Carloll J unior ( ollege, Dixie.J unlior ( college , ( 'entral
I Thlla'oca:t ionill Sclhool , Salt LalkAl(rea V('ocati onll School, literr for
the AdultB1Iil(l, I'iion I -igl Scllool (RooseveltI al),lttaa),l l igh
Scllhool Act iviities Assoc iat ion, St ate Inl(dustrial Schlool, State 'raining
Scllool, St ate Boar(d of Edl'tuciona,i(l:alUndtallSchool Employees Retire-
Illmnt Board(. .Any moll ifi(ica)lltio reed to prior to Janulary 1, 1955,
Ina l)he 1mde ef(cti\ie wit ll respe( to services l)erlformlle(d ) emll)lloyeeS
ais illen bers of any such coverage group ps after a e tfecitive date specified
therein, eXcel)t that iln no case may any s(uch date be earlier tlhan
D('ecemler' 1, 1)950.

Policemen and Firemen in Certain States

(p) Any agreement. with tile State of Alabama, California, Florida,
Georgia, Hlawaii Kansas, 5Mailne, Maryland1, New York, North Ca(ro-
lina, North l)akota, ()'Oreol, Sotllh (arolilla, South I)akota, rlennes-
s:ee, I'exas, Vermont, Virginia, or Washington entered into pllurslalllt to
tliis section priol to tle date of eclltl('nlltll. of tlis sublsection 1may, not-
withstandling tlie provisions of subsection(d)(5)(A)( and tlle refer-
ences thlereto in sillbsection ((() (1) and (d) (3), be niodified pursuant
to subsection (c)(4) to applly to service performed l)y emplloyees of
such Statet o'r any )political sisdlllivision thereof in any )polic('ellan's or
fil'reian'l ; 1)ositionl covered l)v a retliremlent system in efft'ect on or after
the (late of tile enllactllt)ltof tillis sul)se(tio)l, lbut. only upol comp(li) ance
witih tle requirellments of subsection (d) (3). For tile purposes of tile
l)rtece(ling sentence, a'retiiremilenlt syIstemll which covers pIositions ot
p)olicemlien or fi elleen, or lxoti, and othlerl positions slall, if tlie State
(cocerne(1d s (tesires, l)e (deenled to be a sepl)arate retirement system with
respIect to t he plositiolns of siluch 1oli cenienl or firenslet, or ;otll, as tlet
('ase mayll b)e.

Time Limitation on Assessments

(q) (1) \Where a. State is liable for ani anIount due underl (an agrel'.le-
lment. pursuant to this section, such Stateo shall remain so liable until
tho Secretary is satisfied that tle amnounllt due has l)een paid to the
Secretary of the Treas ry.

(2) Notwitfhstanding paragraph (1), a State shall not be, liable for
anll amount ue under an agreement l)purslant to thilis section, with re-

spiect, to the wages paid to individuals, after tlle expiration of the latest.
of tlhe following periods-

(A) three years, three months, and fifteen days after tlhe year
ill which such wages were paid, or

(B) three years after the dato o01 wlicl suc('l amount became
due, or

(C) three years, three months, and fifteen days after the year
following tlie year il which this subsection is enacted.

unless prior to tle expiration of such period tlie Secretary makes an
asssse,;ment of t lie amount due.

(3) For purposes of illis subsection and section '205(c), an assess-
ment. of an amount (lue is made when tile Secretary mails or otherwise
delivers to the State a notice stating tlie amount . lie ihas determined to

410



SOCIAL SECURITY AMENDMENTS OF 1965

be due under an agreement pulsualnt to this section and the basis for
such determination.

(4) An assessment of an amount due made by the Secretary after
the expiration of the period specified in paragraph (2) shall neverthe-
less be deemed to have been made within such period if--

(A) before the expiration of such period (or, if it has previ-
ously been extended under this paragraph, of such period as so
extended), the State and the Secretary agree in writing to an ex-
tension of such period (or extended period) and, subject to such
conditions as may be agreed upon, the Secretary makes the assess-
ment prior to the expiration of such extension; or

(B) within the 365 cldays immediately preceding the expiration
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an
agreement pursuant. to this section with respect to wages, paid to
individuals in any calendar quarters Ias members of a coverage
group, and the Secretary of I-ealth, Education, and W!elfare makes
the assessment, adjusted to take into account the amount paid by
the State, no later than the 3(5th day after the day the State made
payment, to the Secretary of the Treasury; but the Secreta.ry of
Health, Education, and Welfare, shall make such assessment only
with respect to the wages paid to such individuals in such calendar
quarters as members of such coverage group); or

(C) pursuant to subparagraph (A) or (B) of section 205(c) (5)
lie includes in his records all entry with respect to wages for an
individual, but only if such assessment is limited to the amount,
due with respect to such wages and is made within the period such
entry could be made in such records under such subparagraph.

(5) If the Secretary allows a claim for a credit or refund of an

overl)ayient by a State under an agreement pursuant to this section,
with respect to wages paid or alleged to have been paid to an individual
in a calendar year for services as a member of a coverage group, and if
as a result of the facts on which such allowance is based there is an
amount due from the Sta-te, with respect to wages paid to suich indi-
vidual in such calendar year for services performed as a member of a
coverage group, for which amount tlhe State is nlot liable by reason of
paragraphs (2) then not withstanding paragraph (2) thle State shall
be liable for such amount due if the Secretary makes an assessment
of such amount due at thle time of or prior to notification to thle State of
the allowance of sulclh claim. For purposes of this paragraph and
paragraphl (6), interest as provided for in slibsection (j) slhall nlot be
inclutled in determinil the tlamlOlnt (ule.

(6) 'll)e Secretary shall ac(cet \wage reports filed by a State under
an agreement pursuant to this section or regulations of the Secretary
thereunder, after tlie expiration of tlie period specified ill paragralh
(2) or such period as extended lpursuantt to paragraph (4), with
respect to wages which are paid to individuals performing services
as employees in a coverage group included in tlie agreement and for
payment in connection witll which the State is not liable by reason
of paragraplh (2), only if the State-

(A) pays to the Secretary of tle Treasury the amount. due
under such agreement. with respect to such wages, and

(B) agrees in writing with the Secretary of Healtlh, FEduca-
tion and Welfare to an extension of the period specified in para-
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graph (2) with respect to wao' s paii to all in(lividualsl),rfo,,,l1-
ing services aS eml)loyees ill suc11 coverage'grul) il tlle 'calendar
quarters (esi gnait eid l) t ltSate ill s1() wag'e rel)(rlts :s Ithe
I)erio(ls in which such \wages were pa id. If the State so agrees,
tlhe period specified in i)raglra ph) (2), )or such i>,riod as exttended(1
})I'rsuiant to IpaIragrahl (4), shall e extended Ilultil such(' tilllm as

(lie Secretary not tiestihe Slate tlhats1c.}h wage ''repols have been
accep)teId.

(7) Not wit hstland(ing tlhe Ipreceding irl'ovisio()nis of linis sulhsectionl,
where, there is an amount (tde by a State uinder1 an1 aigrleeilllent p))ur'Suilant
to this section andl there 1has been a flraidlllltIent atte'lllt o(l 111( I)art
of anl officer or em(pl(oeyete() State or any political subdivision
thereof to defeatt or evadeplayIlen t of siuca11 1ounlt (luie, tlhe Stlat
shall be liable for such a llounlt (11e witllout rear toth(ile p)iovisions
of paragilaph (2), and(l e Sec('etlary mav make anll assessllent of sml{1
amount (liue at alny t imlle.

Time Limitation on Credits and Refunds

(r) )(1) No credit or refund of ta overpay' men' t b)y a St attei(der an1
agreelltent l)lsutan; tothis section witllh res.l)(et to V(iwages )Iaid or

alleged to have I)een pai(1 to an ind(ivi(ual as a nlembl)er of a coverage
group) in a (ca(lendar quarterr shalll b)e allowed after tlie exl)irat ionl of
tle latest of t he following p)eriods-

(A) three years, three months, and(1 fifteen (lays after tlhe year
in which occurred lthe calendar (quarter in which such(l \wa\es w\\re
)paid o1r alleged to have been paid1, or

(I ) three years after tle date tlie p)1aym!ent whiel included
suchi overpayment became dllue under sucha(Ilgreeent w\it I'respet
to the wages paid or alleged to have been paid to s'uch indivi(dial
as a metbller of such coverage gr(oulp in suc('h calendar (lquaiter, or

(C) two years after s1ucl) overl)ay ellet was1iladle to the Secre-
t ary of the. Treasury, or

(D)) three years, three mlontlls, and fifteen (lays after tliet year'
following the year ill which this subsection is enacted.

unless priior to Ilhe exl)iratlioll of suchl l)erio(l a claill tfor si('ch cred(lit or
refund is tiledl with the Secretary of Hlealthl, IEdclation, (and WVel fare
i)y t ile Stat e.

(2) A. claim for a cre(lit or refund tiled b)y a State a fter thle exl)ilra-
tion of tlhe perio(l specified by I)aragral)l (1) sha11ll Ieverlheless l)e
deemed to have been filed within sucl l period if-

(A) before tlh, expiration of stuc(h 1eri(od (or, if it lhas pre-
v'iously been exten(lted under this suil)l)ragraphl, of uc11h l)eriod(( as
so extended) the Stlate and (lie Sectretary agreeV iln 'liwiltilg to an
ext pension of sll(il period (or extended period) and tile claimil is
filed with tlle Secrietary by tie Stateprior Io the exptiration of
such ext ensionl; but ;any clai n for a credit or r1,efu1(dvalid be(lcallse
of this sublparagraph shall 1e allowed only to thie extent allthor-
ized by the condlitlon0s1 provided for in thie. aIgreemIent for' such
extension, or

(B) the Secretary deletes from his records an entry with re-
spect to wages of an individual pursuant to the lrovisiolns of sub-
paragraph (A), (B), or (E) of section 205o(c) (5), but only with
respect to the entry so deleted.
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Review by Secretary

(s) Where the Secretary has niadle an assessment of anl amloulnt, (tle
by a State u1llder ,ian agreellent pursuant to this section, disallowed a
State's clain for a credit or refund of an overpayiment under such
agreement, or allowed a State a credit or refund of an overpayment
ind(lerl such agreement, lie shall review such assessment, disallowance,
or allowance if a written request for such review is filed witil him by
the State with-in 90 days (or within such further time as lie may allow')
after Inotification to the State of such assessment, disallowance, or
allo\wante. ()On the basis of tie evidence obtained by or submitted to
tOie Secretary, he shall render a decision afirmiling, modifying, or

reversing such assessment, disallowance, or allowance. In notifying
the State of his decision, the. Secretary shall state the basis therefore.

Review by Court

(t) (1) Notwithstanding any other provision of this title any State,
irrespective of the amiouint in controversy, may file, within two years
after the mailing to such State of tlhe notice of any decisionn by the
Secretary pursuant to subsection (s) affecting such State, or within
such fulrtlher time as the Secretary iay allow, a civil action for a

redlet-ermination of tle correct ness of the as;sessllment of the (Iamount due,
tlle disallowance of tlie claim for a refund or credit, or the allowance
of the refund or credit, as the case may be, with respect to which the
Secretary has rendered such decision. Such action shall l)e brought
in the district court of the ilnited States for tl, judicial district in
which is locna'ed the capital of such State, or, if such action is brought
by an inst rullien ta lity of two or more States, the. pri i cipal office of such
ilstrulmenltality. Tihe judgment of tle court shall be final, except that
it shall l)e subject to review ill the saime manner 1as judgments of such
court in other civil actions. Any action filed under (lhis subsection
shall survive not wit lst andilg any ch('lanle iln t'he person occullying tihe
office of Secretary or any vacancy in suchI office.

(2) Notwtit-hstallding tile pl)ovisions of section 2411 of title 28.
I'rited States Code, ino interest shall accrue to a State after final judg-
inent with resl)ect to a credit or refildl of an overl)ayment made mInder
1an agreement pursuant to this section.

(3) Tliel first sentence of section 2- 14 of title 28, ITiUited Stales C(ode,
shall nlot apply) to final jiludgments rendered by district courts of the
Tnlited States ill civil actions filed under this sui)section. In such

..ases, tlhe payment of amllullnts due to States l)1pursuantll to suclll finally
judgments shall11 e a(ljulsted( in accordance with tile provisiolls of this
section and withl regulations promulgateed by the Secretary.

Sec. 219. [lRelpealed.]
Disability Pkrovisions Inapplicable if Benefit Rights Impaired
Sec. 220. None of the provisions of this title relating to periods of

disability sliall apply in any case inwllch their appllication would re-
sult in the denial of monthly benefits or a lunip-sum death payment,
which would otherwise be payable under this title; nor shall they
apply in tlle case of any monthly benefit or lump-suml death payment.
under this til:le if such benefit or payment would be greater without
their application.
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DIisability Determinations

Sec. 221. (a) ll tlle case of ally individual, the determination of
whet her or not hle is under a disability (as defined in section 216(i) or
-:2(c) ) and of t.le day such disability tbegral, anil the (leterllination
of the day on llich such disability ceases, shalll, xlcel)t as provided in
subsection (g), be madte by a Stlate agel.'cy 1)Iursuant to alt agreement
entered into under subject loll (h) . lExceptpat s p)rovidel ii sll)b;section1'
(c) and (d), any such determination shall beti le d{etermlillation of ilie
Secretary for purposes of tistitile.

(t) The Secretarysialll enter into, :n ai grtee nt v'il l eac ll State
which is willinrito make such an acgree1mentlt under which lie St ate
laency or agencies administering ng til State pl)an aplprove(d un1 (ler tilte
\ocat ional RIehabhilitation Act, or any otheral1 ppropriatte St ate agency
o)r agencies, or }both, will make tlhe (letelrilnations referred to in suib-
:;ection (a,) with respect to all illdividuials ill such Staite or with re-

p)ect to lsucl class or classes of ildlivilduals i tlhe State as ImallyI'e des-
ignated ill itle agreeli 'ii tatllt t lie} St ti 's;re'(lest, of/iert f/t l."ic,' itl11/.s
rcfelrred to ;/,.It!.er'tio,l (if})(-).

(c) ''The Secretarymatyon1l is owin motion review a(detert'lina:tion,
Ila(le by a, State argenilc pursuIant to :alln ageeulment Ilnlerl thiss'ct ioln.
lthan an individual is under a1t isablilit x (as defined il set ion '216(i)
or ;223(c)) and, as a result of suchll review, may (determine that sich
individual is not. unllder a disability ((as so definede) or ltiat s;lil (is-
ability )began on a day later than that d{etermlilied( by su'ch a!e'nc1' . 1'r
Iliat, slucl di(isal)ility c(eaed oil a (lay earlier thanl tlitat dlleterm'inle by
such agency.

(d ) .Any individual dissat isfied( wit any (leterlination 11(del subi)-
section (a), (c), or (g) shall be entitled to a hearing thlereon by lhe
Secretary to t lihe same extent as is provided in sect ion 205(1)) w it I re

aspect to decisions of the Secretrll.'v, and to judicial review of tlhe Se" '

tary's final decision after such hearing as is provided inl sect ion 2°(0.( ).
(e) Each St"ate wxvhichhlas an:agr.eelelt with tlie Secrektarv ,nlderi'

hlls section shall be entitled to receive from tle Tru'I'tst lFundl in ad-
van ce or by way of reil)liursenllent, as n1a1 he nutua llv arti,E'd 111o,.
lie cost to lie State of carrvyiig out the agreement under t lis sect(( 11.
Tho Secretary sliall from time, to ttie certify s1uch1 amount as i necet -

sary for this purpose totOleMlallagnl,. Trustee, reduced( or ill'rl'ea:sed.
as the case may be, by any sui (for which adjustment hlereunder has
not. previously b)een Iilade) bIy which the a iount certified for any prior
1)eriod was greater or less than theamount which ;Iihouild hIave been
paid to tlie State u1d1(1er t hils subject ion for such period ; and I lie MalI-
aging Trustee, )rior to audit or settlement by tlie General Account ing
()flice, shall m:ake l)paNleIlt fromlihe Trust 1Fund(ls at t'he tilme or tinles
fixe(l y lie Secretary, in acco(''danlice with such certificati)onI. A )-
prop)riate a djustnlents between t(lie Federal ()l(i-Age and Survivo'rs
Insurance Trust Fund andt(he Fet eral D)isability Insu race Trus't
Fund xwith resl)ect to )lie !payl(ents made undertI1 is slubsect ion shall
h)e nlade, in accordance vwit II pa):ragra ph (1) of subsect ion ( ) of sec-
tion 201 (but taking into accoiu)lt anllylet1fun(s 1n(der subsecti on (f)
of this sect ionl) to i.nsire that tlie F'ederal isa)bility Trust Fuluid is
c(hllrged with all expenses incurred which are atItt)ibutl)able to lile ad-
miniistration of section2;;3 and tlie Federal Old-Age and Survivors
Insui 'ance Trust Fund is charged witli all ot her ex lensels.
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(f) A\II money paid to a State under this section shall be used solely
for the purI'poes for which it. is paid; and any money so paid which is
not ulse(d for such purposes shall he returned to the Treasury of the
lTuited States for deposit in the Trust Funds.

[(g) In the case of individuals in a State which has no agreement
under subsection (b), in the. case of individuals outside the United
States, andi in the case of any class or classes of individuals not in-
clilded( in an agreemtenllti unter subsection (b), the determinations
referred to in subsection (a) shall be made by the Secretary in accord-
ance with regulations prescribed by him.]

((l) In the ca(se of-
(/) individuals in a Nta.te which ha.s no agreement under sub-

sectfien (b)
(2) inldidribtlltlds outside thec Unlited States,
(3) (any elass ao classes of individualsnot included in. an agree-

ment mwlder s.lbsectin. ( b), and
(4) any .ildivtidal ',with respect to owhoml the Secretary, iL, ac-

cordance 'wdt. regulali&lm.prescribed by hidm, fiuis that a deter-
innation. of disability f t yof the d . which a disability ceased
may be made (A) on the evidence fu irndi.hed by or on behalf of
suceh individual from saourees of information as to examiiunatien
(.and treatment which. are de.ignalted by such. induividuatl, r (B)
Oib the evidence of rem:utiltnerative work activiities performed by
s;ch individual,

the determvinatimcns referred to in. sublsection (a) shall be made by the
Secretary in accordanle 'with regulations 'prescribed by hilm.

Rehabilitation Services

Referral for Rehabilitation Services

Sec. 222. (a) It is hereby dceclared to be the policy of the Congress
that disabled individuals applying for a determination of disability,
and disabled individuals wno are entitled to child's insurance benefits
shall be promptly referred to the State agency or agencies administer-
ing or supervising the administration of the State plan approved un-
(der the Vocational Rehabilitation Act for necessary vocational reha-
bilitation services, to the end that the maximum number of such indi-
viduals may be rehabilitated into productive activity.

Costs of Rehabilitation Services From Trust Funds

())(1) PIr the purpose of making vocatio'ial rehabilitation serv-
ices .more readily available to disabled individuals who are--

(A) entitled to disability insurance benefits under section BB3,
or

(B) entitled to child's insurance benefits wonder section fO£(d)
after having attained age 18 (and are wonder a disability),

to the end that savings will result to the Trust Fundssc a result of
rehabilitating the maxinuzlllm number of such individuals into produc-
tive activtiity, there ree authorized to be trcvnsferred from the Trust
Finds such sums as may be necessary to enable the Secretary to pay
the costs of vocational rehabilitation services for such individuals
(including (i) services during their waiting periods, and (ii) so much

49-643 0-68--t. 2-9
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of the' ('tendip'lll/rel' for /te adliin /i rtlon of '!ny/ S'tte plt1( as '.s'
tttlrib)dtable to (catyil/n olt ti.s.hls/ubection ), r'Cpt l that the total
(amloul,lt.wo mtalidc (,Ita.ih'l/ puriv.lsunt to h.;- sb'cfi('on.t,i;n. any fiscal
yart'my not et('(leed / percent of the b(enef't'/. der ser'lonl )(td)
/or children who ha'c alttltined aty' 1 atnd(1are under adlliability 0or
utndehr .ect;ion 223, hic/l. 'I're' ce''tifled fol' palym ,en in t /I'rCccd(iny
ye1lr. The electionon of indtii';dawl! ( inv/ldntl the order in which
/hcy sJhall be/'sectedll oirece'e .'/hs/r,''<' ',. hal// /,(' ,laude it.a/'-
(,o'r.dane i'itfl'hcitr('i'it ormnuulate'd )1/thhe Sf'cretr/'iywhielh are bal'ed
u/lpon t/he effect /the pro/) i'sio of /.'c/eh .erf i.ce.would halre, uIpon the
T'/Ftlund's.

(2) In the c(.e of 'each. ate' .hi i, ,.'iling to ddo.o, ,vsl' voca-
tionall rehl)bilitatloS', cri'/ce. hall, be ftr'.i./hed under. t1 ,tlat plan'
for,ocattionial reIhab il/aiot ttn seri'ies whi ich--

('I) ha.s bf'een aippr'oe'l u/'nder .~('tin, 5) of the 'oa',/ionl f'le-
haIilifationl Act,

(?B) 1yrocle.d that, to the elrfntfed.,' pro'hd'ed lender th';.
1s'.bet)w'>on are, adetf'Pfe for the pip'/)otV.' .wch/'. Xei'ri/cs w'ill be
"urnished,l to any/ndii'wualhin tfie ,Sntte u'ho nm'cflthe cl.itrita
prescribed by (he cretarlt/y Imlr.van t to pairi/(gra(lph (1), ,i/th,
reasonable promptnf.~' an,d in. wacordance a'ith t h order of .elec-
fi(eon detervI'minI'd under vwl' eriter'ia and

(C() pro'ride.- that 't-ch/ xerv'cs wI'il befltlis'hedo to (/n imli-
,idu./l without! regard to ( i) hi.'s c'tieen/iip or place of residence.
(ii) h'i need for fltfinancial a.,;t'/lianer'.e('('pta. pror ided in reyula-
tions of th( cretar,y in tie, ('.ca of mainltenanee d(/1ring reha-
llittation., or ( iii) (tlly order of selections follo('edunder the tafte
/)pl(n, pYrlYi'uIlant to actionn, ,(a) (J) of t/he I vocational llehabilita-
tio, Ac1t.

(3) In the (cax of Tny!/ State wi'h;ic' doe's nIt hia '' a p1/l11n vhih. ')nift.
I/he req;remnent.x' of parirayraph. (;2), tte *'cretary wmaty proaelde .Niuch
cl'l'iC(', by (l'reemeln'lit o-' contract' with other putli; or pr'i ratea( nc'i'..

or/atnizationI , ;nol'lit'tto..or indi'7idluXals.
(4) Paiym'n.,lndt ru )ti ',1/'.i'uecl;on1. matl be, made ;,;'s1/.talli.,'nt.'

,(1nd in d(Ilaince or by I'ay of ren;mtburt'Sent, ';tfh nete.'.'tr/ (ldj.ut-
,to()l.t no(('acc(lntl ofOo erp/)ayn 'en/ls o0r un/nd/rlpaym e nts.

(5;) MJoew/y paidfro.- the Tru.t I 'utndsx under t/i.s..ubsxcsticon toto)(l/
the ots' of pl'roidi'ng erifices to indliilduails /'/ are n/rtiled( to he're-
fits tender,section. 223 (including se'rvic('e (dlurinlf theCwaiting pe-
riods), or who (ire entitled to benefits under sect ion 20{)2(d) on t/e/hb i

of the i'waes andl s'elf-em.ployment income of sucIh ind;iidualls sha/l be
c/Ua.,ryed( to the Federal Di.sability ,Insur.anceTr'u.s 'un(d. and (aii other
nwiney paid out front the 7'Trust Funds.' lnder this sutbse(tion shall b/)
charged to the Federal Old-Age and Nu/',vivors' In.sura'(nce 7'rust Fund.
7'hei S'ecretarly shall determine accor(liny to sucth meihod1s.and proce-
duaresals he may deem, apIprorifiate-

(A) the total cost of thle ser vices plovfided underr this.subsection,.
and

(B) subject to tlie provisions of the preceding sentence, the
an-muant of such cost which should be charged toeach of such T'rust
Funds.

(6) For the purposes of this subsection tht termn "vocational re-

habilitation services" shall have the meaningq ass igned to it in the
Vocational Rehabilitation Act, except that such sermuces may be limited
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in type, scope, or amount i?,l accordalne with regquation.s of the! Sere-tarl, des.irnled to achieve tAe purposes of thisv ,sfbsectione.
Deductions on Account of Refusal To Accept Rehabilitation Services

[(b)](c) (1) Deductions, in such anounlts and atsIuch tile or times
as the Secretary shall determine, slall be made from any l)ayment or
payments und(ler this title to wliclh an individual is entitled, until the
total of such deductions equals such individual's benefit, or benefits
ilil(elr sections '202 and 223 for any month in which such individual,
if a child who Iias attained the age of eighteen and is entitled to child's
insllrance lwinefits or if an individual entitled to disability insurance
bIeefits refuses without o('od cause to accept rehabilitation services
available to him under a State plan approved under the Vocational
IReabilitation Act. Any individual who is a. member or iad(herent
of any recognized( clhrch or religious sect which teaches its members
)o adherents to rely solely, in tle tireatmlent and cure of any l)hysical
or mental imlairlment, 1)0po prayer or spiritual means through the

)ip)licationi anId1se of t lie tenets or' teachings of such church11 or sect,
ilan who, !;olely Ibecause of his adliierence to the teachings or tenets of
sllch1 (c1111 1'('1, or0 sect, refues toa;ccel)t rehabilitation services available
to him 1Iunder a State p)lal apl)proved under the Vocational Rehabilita-
tion A\ct. slhall, for thle purposes of tile first sentence of this subject ion,
lhe (leelted to have done so wit iI good cause.

(2) Deductions shall be made from any child's insurance benefit to
which a child whlo lhas attained the age ot eighteen is entitled or from
Iay mother's insurance benefit to which a )person is entitled, until the
total of suich deductions equals such child's insurance benefit or benefits
or such mlot her's insurance benefit or benefits under section 202 for any
month il which such (child or person entitled to mother's insurance
benefits is married to an individual who is entitled to disability iln-
surance benefits and in which such individual refuses to accept re-
hlabilitation services and a deduction, on account of such refusal, is
imposed under )aragraph (1). If both this paragraph and para-
graph (3) are al)pllicable to a child's insurance bIenefit for any month,
only an amount equal to such benefit shall be deducted.

(3) Deductions slhall be made from .any wife's, husband's, or child's
insurance benefit, based on the wages and self-employment income of
an individual entitled to disability insurance benefits, to which a wife,
divorced wIife, husband, or child is entitled, until the total of such
deduct ions equals such wife's, husband's or child's insurance benefit or
benefits un(ler section 202 for any month in which the individual, on
tlle basis of whose wages and self-employment income such benefit was

payable, refuses to accept rehabilitation services and deductions, on
account of such refusal, are imposed under paragraph (1).

(4) The )p'OVMiOwsi of pa(ralgraph (1, shall .not apply to an.y child
entitled to benefits under section 2?02(d, if he hasn attained the age of
18 butt has lotattained the age of 2?,for any month dlu.ring which he
is a. full-time student (as (defined (aInd determined 'under section
02(d)).

Period of Trial Work

[(c)] (d) (1) Trlle term "period of trial work," with respect to an
individual entitled to benefits under section 223 or 202(d), means a
period of months beginning and ending as provided in paragraphs
(3) and (4).
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(2) For purposes of sections 216(i) and 22.3, any services rendered
by an individual during a period of trial work shall be deemed not to
have been rendered by such individual il determining whether his
disability has ceased in a month during such period. For purposes
of this subsection the term "services" means activity which is per-
formed for remuneration or gain or is determined by the Secretary to
be of a type normally performed for remuneration or gain.

(3) A period of trial work for any individual shall begin with the
month in which le becomes enititlex to disability insurance benefits, or,
in the case of an individual entitled to benefits under section 202(d)
who has attained the age of eighteen, with the month in which he be-
conies entitled to such benefits or t.he month in whiclihe attains the
ago of eighteen, whichever is later. Nothwithstanlding the preceding
sentence, no period of trial work lay begin for any individual prior
to the beginning of the mount h following the month in which this para-
graph is enacted; anid no such I)eriod may begin for an individual in
a period of disability of such individual in which lie had a previous
period of trial work.

(4) A period of trial work for any individual shall end with the
close of whichever of tile following months is the earlier:

(A) the ninth month, beginning on or after the first day of such
I)eriod? in which the individual renders services (whether or not
such nine months are consecutive) ; or

(B) the month in which his disability (as defined in section
223 (c) (2)) ceases (as determined after application of paragraph
(2) of this subsection).

(5) In the case of lan individual who becomes entitled to benefits
under section 223 for any month as provided in clause (ii) of subsec-
tion (a) (1) of such section, the preceding provisions of this subsec-
tion shall not apply with respect to services in any month beginning
with the first month for which lie is so entitled and ending with the
first month thereafter for which he is not entitled to benefits under
section 223.

Disability Insurance Benefit Payments
Disability Insurance Benefits

Sec. 223. (a) (1) Every individual who-
(A) is insured for disability insurance benefits (ns determined

li(der sub)section (c) (1 ) ),
(B) has not attained tile age of sixty-five, and
(C) has filed application for disability insurance benefits,

[and]
E(D) is under a disability (as defined in subsection (c) (2)),

at the time such applicat ion is filed,]
shall b)e entitled to a disal)ility insurance benefit (i) for each month
beginning with the first. month after his waiting period (as defined in
subsection (c) (3)) in which lie becomes so entitled to such insurance
benefits, or (ii) for each month beginning witil tile first month during
all of which he is under a. disability and in which hle becomes so en-
titled to such insurance benefits, but only if he was entitled to disability
insurance benefits which terminated, or had a period of disability (as
defined in section 216 (i)) which ceased, within the sixty-month period
preceding the first month in which he is under such disability, and
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ending with the month preceding whichever of the following months
is the earliest: the month in which he dies, the month in which he at-
tains age 65, the first month for which he is entitled to old-age in-
surance benefits, or the third month following the month in which
his disability ceases.

(2) [Such] Except as provided in section 202(q), such individual's
disability insurance benefit for any month shall be equal to his primary
insurance amount for such month determined under section 215 as
though lie had attained age 62 (if a woman) or age 65 (if a man) in-

(A) the first month of his waiting period, or
(B) in any case in which clause (ii) of paragraph (1) of this

subsection is applicable, the first month for which he becomes
entitled to such disability insurance benefits.

and as though lie had become entitled to old-age insurance benefits in
the month in which he filed his application for disability insurance
benefits and wa? entitled to an old-age insurance benefit for each
)month for which (npursuant to subsection (b)) he was entitled to a
(dIsability i'n.surannce benefit. For the purposes of the preceding sen-
tence, in the case of a woman who [both was fully insured and had]
attained age 62 in or before the first month referred to in subpara-
graph (A) or (B) of such sentence, as the case may be, the elapsed
years referred to in section 215 (b) (3) shall not include the [first year]
year in Twhich she [both was fully insured and had] attained age 62,
or any year thereafter.

[(3) If, for any month before the month in which an individual at-
ta.ins are 65, such individual is entitled to-

[(A) a widow's, widower's, or parent's insurance benefit, or
[(B) an old-age, wife's, or husband's insurance benefit which is

reduced under subsection (q) of section 202,
such individual may not, for any month after the first month for which
such individual is so entitled, become entitled to disability insurance
benefits; and a period of disability may not begin with respect to such
individual in any month after such first month.]

Filing of Application

(b) [No application for disability insurance benefits shall be ac-
cepted as a valid application for purposes of this section (1) if it is
filed more than nine months before the first month for which the ap-
plicant becomes entitled to such benefits, or (2) in any case in which
clause (ii) of paragraph (1) of subsection (a) is applicable, if it is
filed more than six months before the first month for which the ap-
plicant becomes entitled to such benefits; and any application filed
within such nine months' period or six months' period, as the case may
be, shall be deemed to have been filed in such first month.] An ap-
plication for disability insurance benefits filed before the first month
in which the applicant satisfies the requirements for such benefits (as
prescribed in subsection (a) (1)) shall be deemed a valid application
only if the applicant satisfies the requirements for such benefits before
the Secretary makes a final decision on the application. If, upon
final decision by the Secretary, or decisionupon judicial review thereof,
such applicant is found to satisfy such requirements, the application
shall be deemed to halve been filed in such first month. [An individual
who would have been entitled to a disability insurance benefit for any
month after June 1957 had lie filed application therefor prior to the
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end of such month shall be entitled to such benefit for such month if
lhe is continuously under a disability after such month and until he files
application therefor, and he files such application prior to the end of
the twelfth month immediately succeedin sucuch monthly] An individ-
ual who wcnld have been entitled to a. disability insurance benefit for
any month had he filed application therefore before the end of such
month shall be entitled to such benefit for such month if he files such
application before the end of the 12th month immediately succeeding
such month.

Definitions

(c) For purposes of this section-
(1) An individual shall be insured for disability insurance

benefits in any month if-
(A) he would have been a fully insured individual (as de-

fined in section 214) had he attained age 62 (if a woman)
or age 65 (if a man) and filed application for benefits un-
der section 202 (a) on the first day of such month, and

(13) lie had not less than twenty quarters of coverage
during the forty-quarter period ending with the quarter in
which such first day occurred, not counting as part of such
forty-quarter period any quarter any part of which was in-
included in a period of disability (as defined in section
216(i)) unless such quarter was a quarter of coverage.

[(2) The term "disability" means in ability to engage in anysubstantial gainful activity by reason of any medically determin-
able physical or mental impairment which can be expected to
result in deatl or to be of long-continued and indefinite dura-
tion. An individual shall not be considered to be under aldis-
ability unless he furnishes such proof of the existence thereof as
may be required.](2) The term "disability" means inability to engage in any?
substantial gainful activity by reason of any inedically detemmin-
able physical or mental impairment which can be exlpetefd to re-
sult in death or which has lasted or can be expected to atst for a

conrtllnuous period of not less than 12 calendar months. An mindi-
idual shall not be considered to be under a disability unless lhe
furnishes such proof of the existence thereof as may be re-
quired.

(3) The term "waiting period" means, in the case of any appli-cation for disability insurance benefits, the earliest period of six
consecutive calendar months---

(A) throughout which the individual who files such appli-cation has been under a disability [which conltinll(e until
such application is filed], and

(B) (i) which begins not earlier t-ha tle firl;t day. of tlhe
eighteenth month before thee month in which i:rtcl applicfiio
is filed if such individual is insured F(or 'i,,tbilitv insurance
benefits in such eigltIelti h mliolth, or (i} 1ii i,;nlot so in-
sured in such moilnt , which Ibegrinrl not earlier (lian \\ith the
first day of the firstmonthafttel( s;lchI eigh1iteenthmlonthlll in
which he is so insured.

Notwithstanding the pi 'cedlil; prov\isions of this paragraph, no
waiting period may b)e fol a(n11 individual before January 1,
1957.
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Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensation

Sec. 224. (a) If any month prior to the month in which an individ-
ual atta(inS the age of 62-

(1) such individual i entitled to benefits under section 223,
and

(2) such individual is entitled for such month, under a work-
men's compensation law or plan of the United States or a State.
to periodic benefits for a total or partial disability (whether or
not permanentt, and the Secretary has, in a prior month, received
notice of such entitlement for such month.

the total of his benefits under section 223 for such month and of any
benefits under section 202 for such month based on his wages and self-
employment income shall be reduced (but not below zero) by the
amount by which the sum of-

(3) such total of benefits under sections 223 and 202 for such
month and

(4) such periodic benefits payable (and actually paid) for
such month to such individual under the workmen's compensation
law or plan,

exceeds the higher of-
(5) 80 per centum of his "average current earnings", or
6) the total of such individual's disability insurance benefits

,nder section 223 for such month and of any monthly insurance
benefits under section 202 for such month based on his wages and
self-employment income, prior to reduction under thiu section.

In no case shall the reduction in the total of such benefits under sec-
tions 223 and 202 for a month reduce such total below the sum of-

(7) the total of the benefits under sections. 223 and 202, after
reduction under this section, with respect to all persons entitled to
'benefits on the basis of such individual's wages and self-enmploy-
ment income for such month which were determined for such
individual and such persons for the first month for which reduc-
tion under this section was made (or which would have been so
determined if all of them had been so entitled in such first month),
and

(8) any increase in such benefits with respect to such individ-
'ual and such persons, before reduction,under this section, which
is made effective for months after the first month, for which reduc-
detervinned if all of them had been so entitled in such first month),
and

For purposes of clause (5), an individual's average current earnings
m7eanns the larger of (A) the average monthly wage used for purposes
of computting his benefits under section 223, or (B) one-sixtieth of the
total of his wages and self-employment income for the five consecu-
tive calendar years after 1.951 for which such wages and self-enmploy-
ment income were highest.

(b) If any periodic benefit under a 'workmen's compensation lawr
or plan is payable on other than a monthly basis (excluding a benefit
payable asa ump sum, except to the extent that it is a cmmniutation of,
or a substitute for, periodic payments), the reduction under this sec-
tion shall be made at such time or times anl in such amounts as the
Secretary finds will approximate as nearly a.s 'racticable the reduc-
tionr prescribed by subsection (a).

421



SOCIAL SECURITY AMENDMENTS OF 1965

(c) Reduction of benefits under this section shall be made after any
reduction under subsection (a) of section 203, but before deductions
under such section and under section, 222 (b).

(d) The reduction, of benefits required by this section shall not be
male if the workmqen's compensation law or plan under which a peri-
odic benefit is payable provides for the reduction thereof when any
one is entitled to benefits wnder this title on the basis of the wages and
self-em,ployment income of an individual entitled to benefits under
section 223.

(e) If it appears to the Secretary that an individual may be eligible
for periodic benefits under a urorkmen's compensation law or plan
,which would give rise to reduction inder this section, he may require,
as a condition of certification far J7ymennt of any benefits under sec-
tion 223 to any individual for a(ny month and of any benefits under
section 202 for stwh month based on. such individEual's wages and self-
employment income, that such individual certify (i) whether he has
filed or intends to file any claim for such periodic benefits, and (ii) if
he has so filed, whether there ha.s been a decision on,such claim. The
Secretary maly, in the absence of evidence to the contrary, rely upon
suh a certification by such, individual that he has not filed and does
not intend to file such a claim, or that he has so filed and 'no final
decision thereon has been made. in certifying benefits for payment
pursuant to section 2005 (i).

(f) (1) In the second calendar year after the year in which reduc-
tion under this section in the total of an individual's benefit wunder.sec-
tion 223 and any benefits under section 202 based on, his wages and
self-employment income was first required (in a contin6uous period of
months), and in each third year thereafter, the Secretary hau6,ll rede-
termine the amount of suchh benefits which cre still suabjct-to reduction
under this section,; but such redetermination shall not result in any
decrease in the- total amount of benefits payable under this title on the
basis of such individual's wages and self-em.ployment income. Such
redetermined benefit shall be determined as of, and shall become
effective with, the Ja'nuarry following the year in which such rede-
termnination was made.

(2) In making the redetermnnation required by paragraph (1), the
;n.ndE idual's average current earnings (as defined in subsection (a))
shall be deemed to be the product of his average current earnim.gs as
initially determined under subsectin (a) and the ratio of (i) the
average of the taxable wages of all persons for whom taxable 'wages
were reported to the Secretary/ for the first calendar quarter of the
calendar year in which such redetermination is made, to (ii) the aver-
age of the taxable wages of such persons reported to the Secretary for
the first calendar quarter of the taxable year in w.which the reduction,
lwas first computed (but not (cotnting any reduction made in benefits
for a previous period of disabilityy. Any anmonnt determined under
the preceding sentence which is not a multiple of $1 shall be reduced
to the ,next lower multiple of $1.

(g) Whenever a reduction in the total of benefits for ainy month
based on an individual's wages and self-emnplo/ment incomee is made
under this section, each benefit. except the disability insurance benefit,
shall first be proportionately decreased, and any excess of such reduc-
tion over the sum of all such benefits other than the disability insur-
ance benefit shall then be applied to such disability insurance benefit.
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Suspension of Benefits Based on Disability
Sec. 225. If the Secretary, on the basis of information obtained by or

submitted to him, believes that an individual entitled to benefits under
section 223, or that a child who has attained the age of eighteen and is
entitled to benefits under section 202(d), may have ceased to be under
a disability, the Secretary may suspend the payment of benefits under
such section 223 or 202(d) until it is determined (as provided in sec-
tion 221) whether or not such individual's disability has ceased or until
the Secretary believes that such disability has not ceased. In the case
of any individual whose disability is subject to determination under
an agreement with a State under section 221 (b), the Secretary shall
promptly notify the appropriate State of his action under this sec-
tion and shall request a prompt determination of whether such indi-
vidual's disability has ceased.- For purposes of this section, the term
"disability" has the meaning assigned to such term in section 223
(c) (2). Whenever the benefits of an individual entitled to a disability
insurance benefit are suspended for any month, the benefits of any
individual entitled thereto under subsection (b), (c), or (d) of section
202, on the basis of the wages and self-employment income of such
individual, shall be suspended for such month. The first sentence of
this section shall not apply to any child entitled to benefits under
section 202(d), if le has attained the age of 18 but has not attained
the age of 22, for any month during which he is a full-time student
(as defined and determined under section 202(d) ) .

Entitlement to Hospital Insurance Benefits

Sec. 226. (a) Every individual who-
(1) has attained the age of 6o, and
(2) is entitled to monthly insurance benefits under section

202, (or is a qualified railroad retirement beneficiary
shall be entitled to hospital insurance benefits under part A of title
XVIII for each month for which he meets the condition specified in
paragraph (2), beginning with the first month after June 1966 for
which he meets the conditions specified in paragraphs (1) and (2).

(b) For purposes of subsection (a)-
(1) entitlement of an individual to hospital insurance benefits

for a month shall consist of entitleneent to have payment made
under, and subject to the limitation in, part A of title XVIII
on his behalf for inpatient hospital services, post-hospital ex-
tended care services, post-hospital home health services, and out-
patient hospital diagnostic services (as such terms are defined in
part G of title XVIII) furnished him in the United States (or
outside the United States in the case of inpatient hospital services
furnished under the conditions described in section 1814(f))
during such month; except that (A) no such payment may be
made for post-hospital extended care services furnished before
January 1967, and (B) no such payment may be made for post-
hospital extended care services or post-hospital home health serv-
ices unless the discharge from the hospital required to qualify
such services for payment under part A of title XVIII occurred
after June 30, 1966, or on or after the first day of the month in
which he attains age 65 whichever is later; and
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C(2) an individual shall be deemed entitled to monthly insr-
ance benefits under section 202, or to be a qualified railroad retire-
ment beneficiary, for the month in which he died if he would have
been entitled to such benefits, or would have been a qualified rail-
road retirement beneficiary, for such month had he died in the
next month.]

(2) an individual shall be deemed to be entitled to monthly
insrance benefits wonder section 202 for the month in which he
died if he would have been entitled to such benefits for such month
had he died in the next month.

I{(o) For purposes of this section, the term 'qualified railroad re-
tirement beneficiary' me(ns an individiut l whose name has been cer-
tified to the Secretary by the Railroad Retirement Board under sea-
tion 21 of the Railroad Retirement Act of 1937. An individual shall
cease to be a qualified railroad retirement beneficiary at the close of the
month preceding the month which is certified by the Railroad Retire-
mnent Board as the month in which he ceased to meet the requirements
of section 21 of the Railroad Retirement A t of 1937.]
[(d) (C) For entitlement to hospital insiTrance Fbenefits in the case

of certain uninsured individuals,eseeaction 103 of the Social Security
Amend/mrents of 1965.

Transitional Insured Status

Sec. 227. (a) In the case of any individual who attains the age of
72 before 1969 but who does not meet the requirements of section 214
a), the 6 quarters of coverage referred to in so much of paragraph
(1) of section 214(a) as follows clause (C) shall, instead, be 3 quarters
of coverage for purposes of determiinig entitlement of such individual
to benefits wnder section 202 (a), and of his wife to benefits under sec-
Ition 202 (b), but, in the case of such uife, only if she attains the age
of 72 before 1969 and only with respect to wife's insurance benefits
under section 202(b) for and after the month in which she attains
.uch age. For each month before the month in. which any such in-
dividual meets the requirements of section 214(a), the amount of his
old-age insurance benefit shall, notwithstanding the provisions of sec-
tion 202(a), be $35 and the amount of the wife's insurance benefit of
his wife shall, notwithstanding the provisions of section 202(b), be
$17.50.

(b) In the case of any individual who has died, who does not meet
the requirements of section 214 (a), and whose widow attains age 72
before 1969, the 6 quarters of coverage referred to in paragraph (3) of
section 214 (a) and in so much of paragraph (1) thereof at follows
clause (C) shall, for purposes of determining her entitlement to
widoo's insurance benefits under section 202 (e), instead be-

(1) 3 quarters of coverage if such widow attains the age of 72
in or before 1966,

(2) 4 quarters of coverage if such widow attains the age of 72
in 1967, or

(3) 5 quarters of coverage if such widow attains the age of 72
in 1968.

The amount of her widow's insurance benefit for each month shall,
notwithstanding the provisions of 202(e) (and section 202(m)), be
$35.
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(c) In the case of any individual who becomes, or uponfilng appli-
cation therefor would become, entited to benefitsunder section f8(a)
by reason of the application of subseOtion (a) of this section, who des,
and whose widow attains the age of 72 before 1969, such deceased in-
dividual shall be deemed to meet the requirements of subsection (b)
of this section for purposes of determining entitlement of such widow
to widow's insurance benefits under section 202 (e).
TITLE IV-GRANTS TO STATES FOR AID AND SERVICES

TO NEEDY FAMILIES WITH CHILDREN

State Plans for Aid and Services to Needy Families With
Children

Sec. 402. (a) A State plan for aid and services to needy families
with children must (1) provide that it shall be in effect in all politi-
cal subdivisions of the State, and, if administered by them, be manda-
tory upon them; (2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single
State agency to administer the plan, or provide for the establishment
or designation of a single State agency to supervise the administra-
tion of the plan; (4) provide for granting an opportunity for a fair
hearing before the State agency to any individual whose claim for aid
to families with dependent children is denied or is not acted upon
with reasonable promptness; (5) provide such methods of adminis-
tration (including after January 1, 1940, methods relating to the es-
tablishment and maintenance of personnel standards on a merit basis,
except that the Secretary shall exercise no authority with respect to
the selection, tenure of office, and compensation of any individual
employed in accordance with such methods) as are found by the Sec-
retary to be necessary for the proper and efficient operation of the
plan; and (6) provide that the State agency will make such reports,
in such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as the
Secretary may from time to time find necessary to assure the correct-
nes and verification of such reports; (7) provide that the State
agency shall, in determining need take into consideration any other
income and resources of any child or relative claiming aid to families
with dependent children, is well as any expenses reasonably attribut-
able to the earning of any such income; except that, in making such
determination, (A) the State agency may disregard not more thln $50
per month of earned income o0 each dependent child under the age of
18 but otot in excess of three in the same home, and (B) the State
agency may, subject to limitations prescribed by the Secretary, permit
all or any portion of the earned or other income to be set aside for fu-
ture identifiable needs of a dependent child; (8) provide safeguards
which restrict the use or disclosure of information concerning appli-
cants and recipients to purposes directly connected with the adminis-
tration of aid to families with dependent children; (9) provide, effec-
tive July 1,1951, that all individuals wishing to make application for
aid to families with dependent children shall have opportunity to do
so, and that aid to families with dependent children shall be furnished
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with reasonable promptness to all eligible individuals; (10) effective
July 1, 1952, provide for prompt notice to appropriate law-enforce-
ment officials of the furnishing of aid to families with dependent chil-
dren in respect of a child who has been deserted or abandoned by a
parent; (11) provide, effective October 1, 1950, that no aid will be fur-
nished any individual under the plan with respect to any period with
respect to which he is receiving old-age assistance under the State plan
approved under section 2 of this Act; (12) provide a description of the
services (if any) which the State agency makes available to maintain
and strengthen family life for children; including a description of the
steps taken to assure, in the provision of such services, maximum utili-
zation of other agencies providing similar or related services; and (13)
provide for the development and application of a program for such
welfare and related services for each child who receives aid to families
with dependent children as may be necessary in the light of the par-
ticular home conditions and other needs of such child, and provide for
coordination of such programs, and any other services provided for
children under the State plan, with the child-welfare services plan de-
veloped as provided in part 3 of title V with a view toward providing
welfare and related services which will best promote the welfare of
such child and his family.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families
with dependent children, a residence requirement which denies aid
with respect to any child residing in the State (1) who has resided in
,the State for one year immediately preceding the applicatio for such
aid, or (2) who was born within one year immediately preceding the
application, if ithe parent or other relative with whom the child is
living has resided in the State for one year immediately preceding the
birth.

Payment to States
Sec. 403. (a) From the sums appropriated therefor, the Secretary

of the Treasury shall pay to each State which has an approved plan
for aid and services to needy families with children, for each quarter,
beginning with the quarter commencing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the VirginIslands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter
as aid to families with dependent children under the State plan
(including expenditures for premiums imder part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical or
any other type of remedial care or the cost thereof) -

(A) [fourteen-seventeelnths] flve-sixfhs of such expendi-
tures, not counting so much of any expenditure with re-
spect to any month as exceeds the product, of [$17] $I8 multi-
plied by the total number of recipients of aid to families with
dependent children for such month (which total number, for
purposes of this subsection, means (i) the number of indi-
viduals with respect to whom such aid ,in the form of money
payments 'is paid for such month, plus (ii) the number of
other individuals with respect, to whom expenditures were
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made in such month as aid to families with dependent chil-
dren in the form of medical or any other type of remedial
care, plus (iii) the number of individuals, not counted under
clause (i) or (ii), with respect to whom payments described
in section 406(b)'(2) are made in such month and included
as expenditures for purposes of this paragraph or paragraph
(2) ; plus
(B) the Federal percentage of the amount by which such

expenditures exceed the maximum which may 'be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $30] $SV
multiplied by the total number of recipients of aid to families
with dependent children for such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the total of the sums expended
during such quarter as aid to families with dependent children
under the State plan (including expenditures for premium under
part B of title XVIII for individual who are repients of money
payments under such plan and other insurance premiums for
medical or any other type of remedial care or the cost thereof)
not counting so much of any expenditure with respect to any
month as exceeds $18 multiplied by the total number of recipients
of such aid for such month; and

(3) in the case of any State whose State plan approved under
section 402 meets the requirements of subsection (c)(1), an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by. the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-

(i) services which are prescribed pursuant to subsec-
tion (c) (1) and are provided (in accordance with the
next sentence) to any relative, specified in section 406(a),
with whom any dependent child (applying for or receiv-
ing aid to families with dependent children) is living in
order to help such relative attain or retain capability for
self-support or self-care, or services which are so pre-
scibed and so provided in order to maintain and
strengthen family life for any such child, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to any such
child or relative, or

(iii) any of the services prescribed-.pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as appro-
priate for any relative specified in section 406(a) with
whom any child. (who, within such period or periods as
the Secretary may prescribe, has been or is likely to be-
come an applicant for or recipient of aid to families with
dependent children) is living, or as appropriate for such
a child, if such services are requested by such relative and
are provided to such relative or child in accordance with
the next sentence, or
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(iv) the training of personnel employed or prepar-
ing for employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided(in accordance with the next sentence) to any relative, speci-
fied in section 406(a), with whom any child (who, within
such period or periods as the Secretary may prescribe, has
been or is likely to become an applicant for or recipient of
aid to families with dependent children) is living, or to such
child, if such services are requested by such relative or for
services so provided to any child who is an applicant for or
recipient of such aid, or to any relative, specified in section
406 (a), with whom such a child is living; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall in-
clude only-

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the
political subdivision: Provided, That no funds authorized
under this title shall be available for services defined as voca-
tional rehabilitation services under the Vocational Rehabili-
tation Act (i) which are available to individuals in need of
them under programs for their rehabilitation carried on un-
der a State plan approved under such Act, or (ii) which the
State agency or agencies administering or supervising the
administration of the State plan approved under such Act
are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under subparagraph (E), if
provided by such staff, and

(E) subject to limitations prescribed by the Secretary,
services which in the judgment of the State agency cannot be
as economically or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably avail-
able to individuals in need of them, and which are provided,
pursuant, to agreement with the State agency, by the State
health authority or the State agency or agencies administer-
ing or supervising the administration of the State plan
for vocational rehabilitation services approved ,under the
Vocational Rehabilitation Act or by any other State agency
which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the portion thereof to which subparagraphs (B) and (C) applyshall be determined in accordance with such methods and pro-cedures as may be permitted by the Secretary; and
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(4) in the case of any State whose plan approved under section
402 does not meet the requirements of subsection (c)(1), an
amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

The number of individuals with respect to whom payments described
in section 406(b) (2) are made for any month, who may be included
as recipients of aid to families with dependent children for purposes
of paragraph (1) or (2), may not exceed 5 per centum of the number
of other recipients of aid to families with dependent children for such
month.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall, prior
to the beginning of each quarter, estimate the amount to be paid to the
State for such quarter under the provisions of subsection (a), such
estimate to be based on (A) a report filed by the State containing its
estimate of the total sum to be expended in such quarter in accordance
with the provisions of such subsection and stating the amount appro-priated or made available by the State and its political subdivisions
for such expenditures in such quarter, and if such amount is less than
the State's proportionate share of the total sum of such estimated ex-
penditures, the source or sources from which the difference is expected
to be derived, (B) records showing the number of dependent children
in the State, and (C) such other investigation as the Secretary may
find necessary

(2) The Secretary of Health, Education, and Welfare shall then
certify to the Secretary of the Treasury the amount so estimated by
the Secretary of Health, Education, and Welfare, (A) reduced or in-
creased, as the case may be by any sum by which the Secretary of
Health, Education, and Wellare finds that his estimate for any prior
quarter was greater or less than the amount which should have been
paid to the State for such quarter, and (B) reduced by a sum equiva.
lent to the pro rata share to which the United States is equitably
entitled, as determined by the Secretary of Health, Education, and
Welfare, of the net amount recovered during any prior quarter by
the State or any political subdivision thereof with respect to aid to
families with dependent children furnished under the State plan;
except that such increases or reductions shall not be made to the ex-
tent that such sums have been applied to make the amount certified
for any prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department and prior to audit or
settlement by the General Accounting Office, pay to the State, at the
time or times fixed by the Secretary of Health, Education, and Wel-
fare, the amount so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
402 must provide that the State agency shall make available at least
those services to maintain and strengthen family life for children and
to help relatives specified in section 406(a) with whom children (who
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are applicants for or recipients of aid to families with dependent
children) are living to attain or retain capability for self-support or
self-care, which are prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further paymentswill not be made to the State under paragraph (3) of subsection (a)until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragarph (3) of subsection (a) but shall instead be made
subject to the other provisions of this title, under paragraph (4) of
such subsection.

* * * * * * *

Definitions
Sec. 406. When used in this title-

(a) The term "dependent child" means a needy child (1) who
has been deprived of parental support or care by reason of the
death, continued absence from the home, or physical or mental
incapacity of a parent, and who is living with his father, mother,grandfather, grandmother, brother, sister, stepfather, step-mother, stepbrother, stepsister, uncle, aunt, first cousin, nephew,
or niece, in a place of residence maintained by one or more of
such relatives as his or their own home, and (2) who is (A)under the age of eighteen or (B) under the age of twenty-oneand (as determined in accordance with standards prescribed by
the Secretary) a student regularly [attending a high school in
pursuance of a course of study leading to a high school diploma
or its equivalent] attending a school, college, or university, or
regularly attending a course of vocational or technical trainingdesigned to fit him for gainful employment;(lb) The term "aid -to families with dependent children"
means money payments with respect to, or (if provided in or
after the third month before the month in which the recipientmakes application for aid) medical care in behalf of or any
type of remedial care recognized under State law in behalf of,
a dependent child or dependent children, and includes (1) money
payments or medical care or any type of remedial care recognizedunder State law to meet the needs of the relative with whom any
dependent child is living (and the spouse of such relative if
living with him and if such relative is the child's parent and the
child is a dependent child by reason of the physical or mental
incapacity of a parent or is a dependent child under section
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407), and (2) payments with respect to any dependent child
(including payments to meet the needs of the relative, and the
relative's spouse, with whom such child is living) which do not
meet the preceding requirements of this subsection, but which
would meet such requirements except that such payments are
made to another individual who (as determined m accordance
with standards prescribed by the Secretary). is interested in or
concerned with the welfare of such child and relative but only
with respect to a State whose State plan approved under section
402 includes provision for-

(A) determination by the State agency that the relative
of the child with respect to whom such payments are made
has such inability to manage funds that making payments
to him would be contrary to the welfare of the child and,
therefore, it is necessary to provide such aid with respect
to such child and relative through payments described in
this clause (2);

(B) making such payments only in cases in which such
payments will, under the rules otherwise applicable under
the State plan for determining need and the amount of aid
to families with dependent children to be paid (and in con-
junction with other income and resources), meet all the need
of the individuals with respect to whom such payments are
made;

(C) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds
in such manner as to protect the welfare of the family;

(D) periodic review by such State agency of the determi-
nation under clause (A) to ascertain whether conditions
justifying such determination still exist, with provision for
termination of such payments if they do not and for seeking
judicial appointment of a guardian or other legal representa-
tive, as described in section 1111, if and when it appears
that the need for such payments is continuing, or is likely
to continue, beyond a period specified by the Secretary;

(E) aid in the form of foster home care in behalf of
children described in section 408 (a); and

(F) opportunity for a fair hearing before the State
agency on the determination referred to in clause (A) for
any individual with respect to whom it is made;

(c) The term "relative with whom any dependent child is
living" means the individual who is one of the relatives specified
in subsection (a) and with whom such child is living (within the
meaning'of such subsection) in a place of residence maintained
by such individual (himself or together with any one or more of
the other relatives so specified) as his (or their) own home.

49-643 0-65-pt. 2-10
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TITLE V-GRANTS TO STATES FOR MATERNAL
AND CHILD WELFARE

Part 1-Maternal and Child Health Services

Appropriation
Section 501. For the purpose of enabling each State to extend and

improve, as far as practicable under the conditions in such State,
services for promoting the health of mothers and children, especiallyin rural areas and in areas suffering from severe economic distress
the following sums are hereby authorized to be appropriated: $25,000,-
000 for the fiscal year ending June 30, 1963 $30,000,000 for the fiscal
year ending June 30, 194, $35,000,000 for the fiscal year ending June
30, 1965, [$40,000,000 each for the fiscal year ending Juie 30, 1966,
and the succeeding fiscal year, $45,000,000 each for the fiscal yearending June 30, 1968, and the succeeding fiscal year, and $50,000,000
each for the fiscal year ending June 30, 1970, and succeeding fiscal
years.] $45000,000 for the fsroat year ending June 30 1966 $60,-
000, for the fiscal year Ending Jinne 30. 1967, $55,000,000o or the
fiscal year ending June 30, 1968, $55,000,000 for the fiscal year ending
June 30, 1969, and $60,000o00 eachorfiscal year ending June 30,
1970, and sueoeeding fiscal years. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education,
and Welfare, State plans for such services.

Approval of State Plans

Sec. 503. (a) A State plan for maternal and child-health services
must (1) provide for financial participation by the State; (2) pro-
vide for the administration of the plan by the State health agency or
the supervision of the administration of the plan by the State health
agency; (3) provide such methods of administration (including after
January 1, 1940, methods relating to the establishment and main-
tenance of personnel standards on a merit basis, except that the Secre-
tary shall exercise no authority with respect to the selection, tenure
of office, and compensation of any individual employed in accordance
with such methods) as are necessary for the proper and efficient
operation of the plan; (4) provide that the State health agency will
make such reports, in such form and containing such information, as
the Secretary may from time to time require, and comply with such
provisions as he may from time to time find necessary to assure the
correctness and verification of such reports; (5) -provide for the
extension and improvement of local maternal and child-health services
administered by local child-health units; (6) provide for cooperation
with medical, nursing, and welfare groups and organizations; [and]
(7) provide for the development of demonstration services in needy
areas and among groups in special need ; nd (8) effective July 1,
1967, provide for payment of the reasonable cost (as determined in
accordance with standards approved by the Secretary and i'wllded
in the plan) of inpatient hospital services provided under the plan.
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(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a) and shall thereupon notify the State
health agency of his approval.

Payment to States
Sec. 504. (a) From the sums appropriated therefore and the allot-

ments available under section 502(a), the Secretary of the Treasuryshall pay to each State which has an approved plan for maternal and
child-health services, for each quarter, beginning with the quarter
commencing July 1, 1935, an amount, which shall e used exclusivelyfor carrying out the State plan, equal to one-half of the total sum
expended during such quarter for carrying out such plan.(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall, prior
to the beginning of each quarter, estimate the amount to be paid to the
State for such quarter under the provisions of subsection (a), such
estimate to be based on (A) a report filed by the State containing its
estimate of the total sum to be expended in such quarter in accordance
with the provisions of such subsection and stating the amount appro-priated or made available by the State and its political subdivisions
for such expenditures in such quarter, and if such amount is less than
one-half of the total sum of such estimated expenditures, the source or
sources from which the difference is expected to be derived, and (B)
such investigation as he may find necessary.

(2) The Secretary of Health, Education, and Welfare shall then
certify the amount so estimated by him to the Secretary of the Treas-
ury, reduced or increased, as the case may be, by any sum by which
the Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount which
should have been paid to the State for such quarter, except to the
extent that such sum has been applied to make the amount certified for
any prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time
or times fixed by the Secretary of Health, Education, and Welfare,
the amount so certi fied.

(c) The Secretary of -Health, Education, and Welfare shall from
time to time certify to the Secretary of the Treasury the amounts to be
paid to the States from the allotments available under secion 502(b),
and the Secretary of the Treasury sllall, through the Fiscal Service
of the Treasury department and prior to audit or settlement by the
General Accounting Office, make payments of such amounts from
such allotments at the time or times specified by the Secretary of
Health, Education, and Welfare. Payments of grants for special
projects under section 502(b) may be made in advance or by way of
reimbursement, and in such installments, as the Secretary may de-
termine; and shall )e made on such conditions as the Secretary finds
necessary to carry out the purposes of the grants.

(d) Notwithstanding the preceding proviions of this seotton, no
payment shall be made to any State therewnder for any period after
June 30, 1966, unless it makes a satisfactory showing that the State
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is extending the provision of nmaterna and child health services in
the State with a view to rn.ig such services available by July 1,
1975, to children in all parts of the State.

Part 2-Services for Crippled Children

Appropriation
Sec. 511. For the purpose of enabling each State to extend and im-

prove (especially in rural areas and in areas suffering from severe
economic distress) as far as practicable under the conditions in such
State, services for locating crippled children, and for providing medi-
cal, surgical, corrective, and other services and care, and facilities for
diagnosis, hospitalization, and aftercare, for children who are crippledor who are suffering from conditions which lead to crippling, the
following sums are hereby authorized to be appropriated: $25,000,000for the fiscal year ending June 30, 1963, $30,000,000 for the fiscal yearending June 30, 1964, $35,000,000 for the fiscal year ending June 30
1965, [$40,000,000 each for the fiscal year ending June 30, 1966, and
the succeeding fiscal year, $45,000,000 each for the fiscal year ending
June 30, 168, and the succeeding fiscal year, and $50,000,000 each for
the fiscal year ending June 30, 1970, and succeeding fiscal years.]
$4t0poo40o for the fPsca year ending June 0o, 1966, $60SWfo f for
the fiscal year ending June 30, 1967, $66,000,00 for the fiscal year end-
ing June 30, 1968, $56.000,000 for the fiscal year endlaq /ltl/ . ', /1989,
and $60,000,000 each for the fiscal year ending June 30, 1970, and suo-
ceeding fiscal years. The sums made available under this section,
shall be used for making payments to States which have submitted and
had approved by the Secretary of Health, Education, and Welfare,
State plans for such services.
*- *$, $* $ *

Approval of State Plans
Sec. 513. (a) A State plan for services for crippled children must

(1) provide for financial participation by the State; (2) provide for
the administration of the plan by a State agency or the supervisionof the administration of the plan by a State agency; (3) provide such
methods of administration (including after January 1, 1940, methods
relating to the establishment and maintenance of personnel standards
on a merit basis, except, that the Secretary shall exercise no authoritywith respect to the selection, tenure of office, and compensation of anyindividual employed in accordance with such methods) as are neces-
sary for the proper and efficient operation of the plan; (4) provide
that the State agency will make such reports, in such form and con-
taining such information, as the Secretary may from time to time
require, and comply with such provisions as he may from time to time
find necessary to assure the correctness and verification of such re-
ports; (5) provide for carrying out the purposes specified in section
511; [and] (6) provide for cooperation with medical, health, nursing,
and welfare groups and organizations and with any agency in such
State charged with administering State laws providing for vocational
rehabilitation of physically handicapped children; and (7) effective
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July 1, 1967, provide for payment of the reasonable cost (as deter-
,mined in accordance with standards approved by the Secretary and
included in the plan) of inpatient hospital services provided under
the plan.

(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a) and shall thereupon notify the
State agency of his approval.

Payments to States
Sec. 514. (a) From the sums appropriated therefor and the allot-

ments available under section 512(a), the Secretary of the Treasury
shall pay to each State, which has an approved plan for services for
crippled children for each quarter, beginning with the quarter com-
mencing July 1, 1935, an amount, which shalf be used exclusively for
carrying out the State plan, equal to one-half of the total sum ex-
pended during such quarter for carrying out such plan.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to be
paid to the State for such quarter under the provisions of subsection
(a), such estimate to be based on- (A) a report filed by the State con-
taining its estimate of the total sum to be expended in such quarter
in accordance with the provisions of such subsection and stating the
amount appropriated or made available by the State and its political
subdivisions for such expenditures in such quarter, and if such amount
is less than one-half of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be de-
rived, and (b) such investigation as he may find necessary.

(2) The Secretary of Health, Education, and Welfare shall then
certify the amount so estimated by him to the Secretary of the Trea-
sury, reduced or increased, as the case may be, by any sum by which
the Secretary of Health, Education, and Welfare finds that his
estimate for any prior quarter was greater or less than the amount
which should have been paid to the State for such quarter, except to
the extent that such sutm has been applied to make the amount certified
for any prior quarter greater or less than the amount estimated by
the Secretary of Health, Education, and Welfare for such prior
quarter.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State at the time
or times fixed by the Secretary of Health, Education, and Welfare
the amount so certified.

(c) The Secretary of Health, Education, and Welfare shall from
time to time certify to the Secretary of the Treasury the amounts to
be paid to the States from the allotment available under section 512
(b), and the Secretary of the Treasury shall, through the Fiscal
Service of the Treasury Department, and prior to audit or settlement
by the General Accounting Office, make payments of such amounts
from such allotments at the time or times specified by the Secretary
of Health, Education, and Welfare. Payments of grants for special
projects under [section 512(b)] section 512(b) or 516 may be made in
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advance or by way of reimbursement, and in such installments, as the
Secretary may determine; and shall be made on such conditions as the
Secretary finds necessary to carry out the purposes of the grants.

(d) Notwithstanding the preceding proWvisio of this sbsection, no
payment shall be made to any State therender for an period after
Jme 30, 1966, unless it makes a satisfactory showing that the State is
extending the provision of rippled children' services in the State with
a view to making such series available by July 1, 197, to children in
all parts of the State.

* * *4 * *i *

Training of Professional Personnel

Sec. 616. There are authorized to be. appropriated $SfO,0iO for
the fitOal year ending June 30, 1967, $107,00040 for the fiscal year
ending June 30, 1968, ad $17,00,000 for each fiscal year thereafter,
for grants by the Secretary to public or other nonprofit instittions
of higher learning for training professional personnel for health
and related cre of crippled children, particularly mentally retarded
children and children with mnttiple handiaps.

Part 3-Child-Welfare Services

Appropriation
Sec. 521. For the purpose of enabling the United States, through

the Secretary, to cooperate with State public-welfare agencies in estab-
lishing, extending, and strenthening child welfare services, the fol-
lowing sums are hereby authorized to be appropriated: $25,000,000
each for the fiscal year ending June 30, 1961 and the succeeding fiscal
year, $30,000,000 for the fiscal year ending June 30, 1963, $36 000,000
for the fiscal year ending June 30, 1964, [$40,000,00 each for the fiscal
year ending June 30, 1965, and the succeeding fiscal year, $45,000,000
each for the fiscal year ending June 30, 1967, and the succeeding fiscal
year, and $50,000,000 each for the fiscal year ending June 30, 1969,
and succeeding fiscal years] $O40,OOfOO for the fscal year endig
June 30, 1966, $45,O000f00 for the fiscal year ending June 30, 1966,
$5,000f0K for the fiscal year ending June 30,1967 $5,000,000 for the
fiscal year ending Jwne 30, 1968, $55,000f0 for te fiscal year ending
June 30, 1969, and $60,000 each year for the fiscal year ending June
30, 1970, and succeeding fiscalyears.

Allotments to States
[Sec. 522. (a) All but $10,000,000 of the total appropriated for a

fiscal year under section 521, or, if such total is less than $35,0,0,00,
all but the excess (if any) of such total over $25 000,000, shall be al-
lotted by the Secretary for use by cooperating State public-welfare
agencies which have plans developed jointly by the State agency and
the Secretary, as follows: He shall allot to each State $70,000 or, if
the amount appropriated under section 521 for such year is less than
$25,000,000, he shall allot to each State $50,000 or, if greater, such por-tion of $70,000 as the amount appropriated under such section bears to
$25,000,000; and he shall allot to each State an amount which bears the
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same ratio to the remainder of the sum available for allotment under
this subsection for such year as the product of (1) the population of
such State under the age of 21 and (2) the allotment percentage of
such State (as determined under section 524) bears to the sum of the
corresponding products of all the State.
[(b)(1) If the amount allotted to a State under subsection (a)for any fiscal year is less than such State's base allotment, it shall

be increased to such base allotment, the total of the increases thereby
required being derived by proportionately reducing the amount al-
lotted under subsection (a) to each of the remaining States, but with
such adjustments as may be necessary to prevent the allotment of anysuch remaining State under subsection (a) from being thereby re-
duced to less than its base allotment.

[(2) For purposes of paragraph (1) the base allotment of anyState for any fiscal year means the amount which would be allotted
to such State for such year under the provisions of section 521, as in
effect prior to the enactment of the Social Security Amendments-of
1958, as applied to an appropriation of $12,000,000.]
Sec. 622. The sum appropriated pursuant to section 621 for each

fiscal year shall be allotted by the Secretary for use by cooperatingState public welfare agencies which have plans developed jointly bythe State agency and the Secretary, as follows. He shall allot $70,00
to each State, and shall allot to each State an amount which bears the
same ratio to the remainder of the sum so appropriated for such year
as the product of (1) the population of such State under the age of 21and (2) the allotment percentage of such State (as determined under
section 524) bears to the sum of the corresponding products of all the
States.

Payment to States
Sec. 523. (a) From the sums appropriated therefor and. the allot-

ment available under this part, the Secretary shall from time to time
pay to each State-

(1) that has a plan for child-welfare services which has been
developed as provided in this part and which-

(A) provides for coordination between the services pro-
vided under such plan and the services provided for depend-
ent children under the State plan approved under title IV,
with a view to provision of welfare and related services which
will best promote the welfare of such children and their
families, and

(B) provides with respect to day care services (including
the provision of such care) provided under the plan-

(i) for cooperative arrangements with the State
health authority and the State agency primarily respon-
sible for State supervision of public schools to assure
maximum utilization of such agencies in the provision of
necessary health services and education for children
receiving day care,

(ii) for an advisory committee, to advise the State
public welfare agency on the general policy involved in
the provision of day care services under the State plan,
which shall include among its members representatives
of other State agencies concerned with day care or serv-
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ices related thereto and persons representative of pro-
fessional or civic or other public or nonprofit private
agencies, organizations, or groups concerned with the
provision of day care,

(iii) for such safeguards as may be necessary to
assure provision of day care under the plan only in
cases in which it is in the best interest of the child and
the mother and only in cases in which it is determined,
under criteria established by the State, that a need for
such care exists; and, in cases in which the family is able
to pay part or all of the costs of such care, for payment
of such fees as may be reasonable in the light of such
ability, and

(iv) for giving priority, in determining the existence
of need for such day care, to members of low-income or
other groups in the population and to geographical areas
which have the greatest relative need for extension of
such day care, [and]

(v) that day care proved under the plan will be pro-
vided only in families (including private homes) which
are licensed by the State, or approved (as meeting the
standards established for such licensing) by the State
agency responible for licensingfacilitis of this type, and

(2) that makes a satisfactory showing that the State is extend-
ing the provision of child-welfare services in the State, with
priority being given to communities with the greatest need for
such services after giving consideration to their relative financial
need, and with a view to making available by July 1, 1975, in all
political subdivisions of the State, for all children in need thereof,
child-welfare services provided by the staff (which shall to the
extent feasible be composed of trained child-welfare personnel)
of the State public welfare agency or of the local agency partici-
pating in the administration of the plan in the political sub-
division,

an amount equal to the Federal share (as determined under section
524) of the total sum expended under such plan (including the cost of
administration of the plan) in meeting the costs of State, district,
county, or other local child-welfare services, in developing State serv-
ices for the encouragement and assistance of adequate methods of com-
munity child-welfare organization, in paying the costs of returning
any runaway child who has not attained the age of eighteen to his own
community in another State, and of maintaining such child until such
return (for a period not exceeding fifteen das), in cases in which such
costs cannot be met by the parents of such child or by any person,
agency, or institution legally responsible for the support of such child:
Provide, That in developing such services for children the facilities
and experience of voluntary agencies shall be utilized in accordance
with child-care programs and arrangements in the States and local
communities as may be authorized by the State.

[Day Care

[Sec. 527. (a) In order to assist the States to provide adequately
for the care and protection of children whose parents are, for part of
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the day, working or seeking work, or otherwise absent from the home or
unable for other reasons to provide parental supervision, the portion
of the appropriation under section 521 for any fiscal year which is not
allotted under section 522 shall be allotted by the Secretary among the
States solely for use, under the State plan developed as provided in
this part, for day care services, including the provision of day care in
facilities (including private homes) which are licensed by the State,
or are approved (as meeting the standards established for such li-
censing) by the State agency responsible for licensing facilities of this
type, as follows: He shall allot to each State an amount which bears
the same ratio to such portion of the appropriation as the product of
(1) the population of the State under the age of 21 and (2) the allot-
ment percentage of such State (as determined under section 524)
bears to the sum of the corresponding products of all the States, ex-
cept that the allotment of any State as so computed which is less
than $10,000 shall be increased to that amount, the total of the in-
creases thereby required being derived by proportionately reducing
the allotments to each of the remaining States (as so computed) hav-
ing an allotment in excess of that amount, but with such adjustments
as may be necessary to prevent the allotment of any of such remain-
ing States from being thereby reduced to less than that amount.
[(b) The amount of any allotment to a State under subsection (a)

for any fiscal year which the State certifies to the Secretary will not
be required for the purposes for which allotted shall be available for
reallotment from time to time, on such dates as the Secretary may fix,
to other States which the Secretary determines (1) have need in carry-
ing out such purposes for sums in excess of those previously allotted
to them under subsection (a), and (2) will be able to use such excess
amounts during such fiscal year. Such reallotments shall be made on
the basis of the need for additional funds in carrying out such pur-
poses, after taking into consideration the population under the age of
twenty-one, and the per capita income of each such State as compared
with the population under the age of twenty-one, and the per capita
income of all such States with respect to which such a determination
by the Secretary has been made. Any amount so reallotted to a State
shall be deemed part of its allotment under subsection (a).]

* * *

[Part 4-Grants for Special Maternity and Infant Care Projects
and Research Projects]

Part 4-Grants for Special Maternity and Infant Care Projects,
for Projects for Health of School and Preschool Children, and
for Research Projects
Special Project Grants for Health of School and Preschool

Children
Sec. 532. (a) In order to promote the health of children and youth

of school or preschool age, particularly in areas with concentrations of
low-income families, there are authorized to be appropriated $16,-
000000 for the fiscal year ending June 30, 1966, $35,0X00f0O for the
fiscal year ending June 30, 1967, $J5,000,000 for the fiscal year ending
June 30,1968, $9O,00000 for the fiscal year ending June 30,1969, and
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$.65PM000 for the fiscal year ending June O0, 1970, for grants as
provided in this section

(b) From the sums appropriated pursuant to subsection (a), the
Secretary is authorized to make grants to the State health agency of
any State and (with the consent of such agency) to the health agency
of any political subdivision of the State, to the State agency of the
State administering or supervising the administration of the State
plan approved under section 613, to any school of medicine (with
appropriate participation by a school of dentistry), and to any teach-
ing hospital a iated with such a school, to pay not to exceed. 76
per centum of the cost of projects of a comprehensive nature for
health care and services for children and youth of school age or for
preschool children (to help them prepare to start school). No project
shall be eligible for a grant under this subsection unless it provides
(1) for the coordination of health care and services provided under
it with, and utilization (to the extent feasible) of, other State or
local health, welfare, and education programs for such children, (2)
for payment of the reasonable cost (as determined in accordance with
standards approved by the Secretary) of inpatient hospital services
provided under the project, and (3) that any treatment, correction of
defects, or aftercare provided under the project is available only to
children who would not otherwise receive it because they are from low-
income families or for other reasons beyond their control; and no such
project for children and youth of school age shall be considered to be
of a comprehensive nature for purposes of this subsection unless it
includes subject to the limitation in the preceding provisions of this
sentence) at east such screening, diagnosis, preventive services, treat-
ment, correction of defect, and aftercare, both medical and dental, as
may be provided for in regulations of the Secretary.

(o) prom the sums appropriated pursuant to subsection (a), the
Secretary is aalsoauthored to make grants to the State health agency,
the State mental health agency, and the State public woefare agency
of any State and (with the consent of such State health, mental health,
or public welfare agency) to the health agency, mental health agency,
and public welfare agency, respectively, of any political subdivision
of the State, and to any public or nonprofit private agency or insti-
tution to pay not to exceed 75 per centum of the cost of projects pro-
viding for the identification (with a view to providing for as early
identification as possible), care, and treatment of children who are, or
are in danger of becoming, emotionally disturbed, including the
folloup of children receiving such care or treatment. No project
shall be eligible for a grant under this subsection unless it provides for
coordination of the care and treatment provided under it uith, and
utilization (to the extent feasible) of, community mental health
centers and other State or local agencies engaged in health, welfare,
or education programs or activities for such children.

(d) Payments of grants under this section may be made (after
necessary adjustment on account of previously made underpayments
or overpayments) in advance or by way of reimbursement, and in such
installments and on such conditions, as the Secretary may determine.
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Research Projects Relating to Maternal and Child Health
Services and Crippled Children's Services

Sec. [532.] 533. (a) There are authorized to be appropriated for
each fiscal year, beginning with the fiscal year ending June 30, 1964,
such sums, not exceeding $8,000 000 for any fiscal year, as the Congressmay determine to enable the Secretary to make grants to or jointly
financed cooperative arrangements with public or other nonprofit in-
stitutions of higher learning, and public or other nonprofit agencies
and organizations engaged in research or in maternal and child health
or crippled children's programs, and contracts with public or nonprofit
private agencies and organizations engaged in research or in such
programs, for research projects relating to maternal and child health
services or crippled children's services which show promise of substan-
tial contribution to the advancement thereof.

(b) Payments of grants or under contracts or cooperative arrange-
ments under this section may be made (after necessary adjustment, in
the case of grants, on account of previously made'underpayments or
overpayments) in advance or by way of reimbursements, and in such
installments and on such conditions, as the Secretary may determine.

TITLE VII-ADMINISTRATION
$ * * * * $ $

Advisory Council on Social Security
Sec. 706. (a) During 1968 and every fifth year thereafter, the Sec-

retary shall appoint an Advisory Council on Social Security for the
purpose of reviewing the status of the Federal Old-Age and Sur-
vivors Insurance Trust Fund, the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurance Trust Fund, and the Federal
Supplementary Medical Insurance Trust Fund in relation to the long-
term commitments of the old-age, survivors, and disability insurance
program and the programs under parts A and B of title XVIII, and
of reviewing the scope of coverage and the adequacy of benefits under,
and all other aspects of, these programs, including their impact on
the public assistance.programs under this Act.

(b) Each such Council shall consist of the Commissioner of Social
Security, as Chairman, and 12 other persons, appointed by the Sec-
retary without regard to the civil service laws. The appointed mem-
bers shall. to the extent possible, represent organizations of employers
and employees in equal numbers, and represent self-employed persons
and the public.

(c) (1) Any Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be
required to carry out its functions, and the Secretary shall, in addition,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by
the Department of Health, Education, and Welfare as it may require
to carry out such functions.

(2) Appointed members of any such Council, while serving on
business of the Council (inclusive of travel time), shall receive compen-sation at rates fixed by the Secretary, but not exceeding $100 per day
and, while so serving away from their homes or regular places of busi-
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ness, they may be allowed travel expenses, including per diem in lieu
of subsistence, as authorized by section 5 of the Administrative Ex-
penses Act of 1946 (6 U.S.C. 73b-2) for persons in the Government
employed intermittently.

(d) Each suOh Couweil shall submit reports of its findings and
recommendations to the Secretary not later than January 1 of the
second year after the year in which it is appointed, and such reports
and recommendations shall thereupon be transmitted to the Congress
and to the Board of Trustees of each of the Trust Funds. The reports
required by this subsection shal, include-

(1) a separate report with respect to the old-age, survivors, and
disability insurance program under title II and of the taxes im-
posed under sections 1401 (a), 3101 (a), and 3111 (a) of the Inter-
nal Revenue Code of 1964,

(2) a separate report with respect to the hospital insurance
program under part A of title XVIII and of the taxes imposed
by sections 1401 (b), 3101(b), and311 (b) of the Internal Revenue
Code of 1964, and

(3) a separate report with respect to the sUpplementary medical
insurance program established by part B of title XVIII and of
the financing thereof.

After the date of the transmittal to the Congress of the reports re-
quired by this subsection, the Council shall cease to exist.

TITLE X-GRANTS TO STATES FOR AID TO THE BLIND

* - * * * * * *

Payment to States
Sec. 1003. (a) From the sums appropriated therefor, the Secretary

of the Treasury shall pay to each State which has an approved plan
for aid to the blind, for each quarter, beginning with the quarter
commencing October 1,1958--

(1 inm the case of any State other than Puerto Rico, the Vir-
gin Islands, and Guam, an amount equal to the sum of the fol-
lowing proportions of the total amounts expended during such
quarter as aid to the blind under the State plan (including ex-
penditures for premiums under part B of title XVIII for individ-
uals who are recipients of money payments under such plan and
other insurance premiums for medical or any other type of reme-
dial care or the cost thereof)-

(A) [29/35] 31/37 of such expenditures, not counting so
much of any expenditure with respect to any month as ex-
ceeds the product of $35] $37 multiplied by the total num-
ber of recipients of aid to the blind for such month (which
total number, for purposes of this subsection, means (i) the
number of individuals who received aid to the blind in the
form of money payments for such month, plus (ii) the number
of other individuals with respect to whom expenditures were
made in such month as aid to the blind in the form of medical
or any othertype of remedial care); plus

(B) the Federal percent of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
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with respect to any month, as exceeds the project of [$701
$76 multiplied by the total number of such recipients of aid
to the blind for such month; and

(2) in the case of Pureto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for premiums under part B of title XVIII
for individual who are recipients of money payments under such
plan and other insurance premiums for medical or any other
type of remedial care or the cost thereof), not counting so much
of any expenditure with respect to any month as exceeds $37.50
multiplied by the total number of recipients of aid to the blind
for such month; and

(3) in the case of any State whose State plan approved under
section 1002 meets the requirements of subsection (c) (1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as
are for-

(i) services which are prescribed pursuant to subsec-
tion (c)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to
the blind to help them attain or retain capability for self-
support or self-care, or

(li) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such ap-
plicants, or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of aid to the
blind, if such services are requested by such individuals
and are provided to such individuals in accordance with
the next sentence, or(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the blind, and to individuals requesting
such services who (within such period or periods as the Secre-
tary may prescribe) have been or are likely to become appli-
cants for or recipients of such aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphb (A) and (B) shall
include only-

(D) services provided by the staff of the State agency,
or of the local agency administering the State plan in the
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political subdivision: Provided, That no funds authorized
under this title shall be available for services defined as voca-
tional rehabilitation services under the Vocational Rehabili-
tation Act (i) which are available to individuals in need of
them under programs for their rehabilitation carried on under
a State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff and

(E) subject to limitations prescribed by the Secretary,
services which in the judgment of the State agency cannot be
as economically or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably avail-
able to individuals in need of them, and which are provided,
pursuant to agreement with the State agency, by the State
health authority or the State agency or agencies administer-
ing or supervising the administration of the State plan for
vocational rehabilitation services approved under the Voca-
tional Rehabilitation Act or by any other State agency which
the Secretary may determine to be appropriate (whether
provided by its staff or by contract with public (local) or
nonprofit private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervision the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the portion thereof to which subparagraphs (B and (C) applyshall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall, priorto the beginning of each quarter, estimate the amount to be paid to
the State for such quarter under the provisions of subsection (a),
such estimate to be based on (A) a report filed by the State containing
its estimate of the total sum to be expended in such quarter in accord-
ance with the provisions of such subsection, and stating the amount
appropriated or made available by the State and its political subdivi-
sions for such expenditures in such quarter, and if such amount is
less than the State's proportionate share of the total sum of such esti-
mated expenditures, the source or sources from which the difference
is expected to be derived, (B) records showing the number of blind
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individuals in the State, and (C) such other investigation as the
Secretary may find necessary.

(2) The Secretary of Health, Education, and Welffn'e shall then
certify to the Secretary of the Treasury the amount so estimated by
the Secretary of Health, Education, and Welfare (A) reduced or
increased, as the case may be, by any sum by which the Secretary of
Health, Education, and Welfare finds that his estimate for any prior
quarter was greater or less than the amount which should have been
paid to the State under subsection (a) for such quarter, and (B)
reduced by a sum equivalent to the pro rata share to which the United
States is equitably entitled, as determined by the Secretary of Health,
Education, and Welfare, of the net amount recovered during a prior
quarter by the State or any political subdivision thereof with respect
to aid to the blind furnished under the State plan; except that such
increases or reductions shall not be made to the extent that such
sums have been applied to make the amount certified for any prior
quarter greater or less than the amount estimated by the Secretary
of Health, Education, and Welfare for such prior quarter: Provided,
That any part of the amount recovered from the estate of a deceased
recipient which is not in excess of the amount expended by the State
or any political subdivision thereof-for the funeral expenses of the
deceased shall not be considered as a basis for reduction under clause
(B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department, and prior to audit or
settlement by the General Accounting Office pay to the State, at the
time or times fixed by the Secretary of Health, Education, and Wel-
fare, the amounts so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1002 must provide that the State agency shall make available to ap-
plicants for or recipients of aid to the blind at least those services to
help them attain or retain capability for self-support or self-care
which are prescribed by the Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of such plan, that-

.(A)the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to
comply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made, sub-
ject to the other provisions of this title, under paragraph (4) of such
subsection.

* * * * * * S
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Definition
Sec. 1006. For the purpose of this title the term "aid to the blind"

means money payments to or (if provided in or after the third month
before the month in which the recipient makes application for aid)
medical care in behalf of or any type of remedial care recognized
under State law in behalf of, blind individuals who are needy, but
does not include any such payments to or care in behalf of any indi-
vidual who is an inmate of a public institution (except as a patient in
a medial institution) or any individual [(a) who is a patient in an
institution for tuberculosis or mental diseases,, or (b) who has been
diagnosed as having tuberculosis or psychosis and is a patient in a
medical institution as a result thereof] who is a patient in an institu-
tion for tuberculosis or mental diseases. Such term also includes pay-
ments which are not included within the meaning of such term wnuer
the preceding sentence but which would be 80 included except that they
are made on behalf of such a needy individual to another individual
who (as determined in accordance with standards prescribed by the
Secretary) is interested in or concerned with the welare of such needy
individual, but only with respect to a State hose State plan approved
under section 1002 includes provision for-

(1) determination by the State agency that such needy individ-
has, by reason of his physical or mental condition, suh ina-

bility to manage funds that making payments to him would be
contrary to his welfare and therefore, it is necessary to provide
such aid through payments described in this sentence;

(j) making such payments ony in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the blind to
be paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such
payments are made;.

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions'justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section. 1111, if and hen it appears that such action will best
serve the interests of such needy individual; and

(6) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any individual
with respect to whom it is made.

TITLE XI-GENERAL PROVISIONS

Definitions
Section 1101. (a) When used in this Act-
(1) The term "State", except where otherwise provided, includes

the District of Columbia and the Commonwealth of Puerto Rico and
when used in titles I, IV, V, VII, X, XI, XIV [and XVI] XVI,
and XIX includes the Virgin Islands and Guam.
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(2) The term !"United States" when used in a geographical sense
means, except where otherwise provided, the States.

(3) The term "person"'means an individual, a trust or estate, a
partnership, or a corporation.

(4) The term "corporation" includes associations, joint-stock com-
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary", except when the context otherwise re-
quires, means the Secretary of Health, Education, and Welfare.

(7) The terms "physician" and "medical care" and "hospitaliza-
tion" include osteopathic practitioners or the services of osteopathic
practitioners and hospitals within the scope of their practice as defined
by State law.

(8) (A) The "Federal percentage" for any State (other than
Puerto Rico, the Virgin Islands, and Guam) shall be 100 per centum
less the State percentage; and the State percentage shall be that per-
centage which bears the same ratio to 50 per centum as the square of
the per capita income of such State bears to the square of the per
capita income of the United States; except that the Federal percentage
shall in no case be less than 50 per centum or more than 65 per
centum.

(B) The Federal percentage for each State (other than Puerto
Rico, the Virgin Islands, and Guam) shall be promulgated by the
Secretary between July 1 and August 31 of each even-numbered year,
on 'the basis of the average per capita income of each State and of the
United States for the three most recent calendar years for which satis-
factory data are available from the Department of Commerce. Such
promulgation shall be conclusive for each of the eight quarters in
the period beginning July 1 next succeeding such promulgation: Pro-
inded, That the Secretary shall promulgate such percentage as soon
as possible after the enactment of the Social Security Amendments
of 1958, which promulgation shall be conclusive for each of the eleven
quarters in the period beginning October 1, 1958, and ending with the
close of June 30, 1961.

(C) The term "United States" means (but only for purposes of
subparagraphs (A) and (B) of this paragraph) the fifty States and
the District of Columbia.

(D) Promulgations made before satisfactory data are available
from the Department of Commerce for a full year on the per capita
income of Alaska shall prescribe a Federal percentage for Alaska of
50 per centum and, for purposes of such promulgations Alaska shall
not be included as part of the "United States". Promulgations made
thereafter but before per capita income data for Alaska for a full
three-year period are available from the Department of Commerce
shall be based on satisfactory data available therefrom for Alaska
for such one full year or, when such data are available for a two-year
period, for such two years.

(b) The terms "includes" and "including" when used in a defini-
tion contained in this Act shall not be deemed to exclude other things
otherwise within the meaning of the term defined.

(c) Whenever under this Act or any Act of Congress, or under
the law of any State, an employer is required or permitted to deduct

49-e48 O-6-pt. 2----11
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any amount from the remuneration of an employee and to pay the
amount deducted to the United States, a State, or any political sub-
division thereof, then for the purposes of this Act the amount so de-
ducted shall be considered to have been paid to the employee at the
time of such deduction.

(d) Nothing in this Act shall be construed as authorizing any
Federal official, agent, or representative, in carrying out any of the
provisions of this Act, to take charge of any child over the objec-
tion of either of the parents of such child, or of the person stand-
ing in loco parentis to such child.

Disclosure of Information in Possession of Department
Sec. 1106. (a) No disclosure of any return or portion of a return

(including information returns and other written statements) filed
with the Commissioner of Internal Revenue under title VIII of the
Social Security Act or under subchapter E of chapter 1 or subchapter
A of chapter 9 of the-Internal Revenue Code of 1939, or under chapter
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue
Code of 1954, or under regulations made under authority thereof,
which has been transmitted to the Secretary of Health, Education,
and Welfare by the Commissioner of Internal Revenue, or of any
file, record, report, or other paper, or any information, obtained at any
time by the Secretary or by any officer or employee of the Department
of Health, Education, and Welfare in the course of discharging the
duties of the Secretary under this Act, and no disclosure of any such
file, record, report, or other paper, or information, obtained at any
time by any person from the Secretary or from any officer or employee
of the Department of Health, Education, and Welfare, shall be made
except as the Secretary may by regulations prescribe. Any person
who shall violate any provision of this section shall be deemed guilty
of a misdemeanor and upon conviction thereof, shall be punished by
a fine not exceeding $1,000, or by imprisonment not exceeding one

year, or both.
(b) Requests for information, disclosure of which is authorized by

regulations prescribed pursuant to subsection (a) of this-section, and
requests for services, may, subject to such limitations as may be pre-
scribed by the Secretary to avoid undue interference with his functions
under this Act, be complied with if the agency, person, or organiza-
tion making the request agrees to pay for the information or services
requested in such amount, if any (not exceeding the cost of furnishing
the information or services), as may be determined by the Secretary.
Payments for information or services furnished pursuant to this sec-
tion shall be made in advance or by'way of reimbursement as may be
requested by the Secretary, and shaUl be deposited in the Treasury as a

special deposit to be used to reimburse the appropriations (including
authorizations to make expenditures from the Federal Old-Age and
Survivors Insurance Trust Fund [and the Federal Disability Insur-
ance Trust Fund] the Federal Disability Insurane Trust Fund, the
Federal Hospital Insurance Trwt Fund, and the Federal Supple-
meentary Medical InsRrance Trust Fwnd) for the unit or units of the
Department of Health, Education, and Welfare which furnished the
information or services.

* * * * * *
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Limitation on Payments to Puerto Rico, the Virgin Islands, and
Guam

Sec. 1108. The total amount certified by the Secretary of Health,
Education, and Welfare under title I (other than section 3 a) (3
thereof), IV, X, XIV, and XVI (other than section 1603a)(3)
thereof) for payment to Puerto Rico with respect to any fiscal year
shall not exceed [$9,800,000, of which $625,000 may be used only for
payments certified with respect to section 3(a) (2) B) or 1603(a) (2)
(B)] $9,800,000; the total amount certified by the Secretary under
such titles for payments to the Virgin Islands with respect to any
fiscal year shall not exceed 1$330,000, of which $18,750 may be used
only for payments certified with respect to section 3(a) (2) (B) or 1603
(a) (2) (B)1 $330,000; and the total amount certified by the Secretary
under such titles for payment to Guam with respect to any fiscal year
shall not exceed [$450,000, of which $25,000 may be used only for
payments certified with respect to section 3(a) (2) (B) or 1603(a) (2
(B)] $45,000. Notwithstanding the provisions of sections 502 (a)
(2), 512(a)(2),2[522(a), and 527(a)15,2(a) and until such time as
the Congress may by appropriation or other law otherwise provide,
the Secretary shall, in lieu of the initial [(or, in the case of section
527 (a), the minimum) allotment specified in such sections, allot such
smaller amounts to Guam as he may deem appropriate.

Earned Income of Blind Recipients
Sec. 1109. [Notwithstanding the provisions of sections 2(a) (10)

(A), 402(a)(7), 1002(a)(8), 1402(a)(8), and 1602(a)(14), a State
plan approved under title I, IV, X, XIV or XVI may until June 30,
1954, and thereafter shall provide that-where earned income has been
disregarded in determining the need of an individual receiving aid to
the blind under a State plan approved under title X, the earned in-
come so disregarded (but not in excess of the amount specified in
section 1002(a) (8)) shall not be taken into consideration in determin-
ing the need of any other individual for assistance under a State plan
approved under title I, IV, X, XIV, or XVI.] Any amount whioh
i disregarded (or set aside for future needs) in determining eligibility
of and amount of the aid or assistance for any individual under a State
plan approved under title I, IV, X, XIV XVI, or XIX shall not be
taken into consideration in determining the eligibility of and amount
of aid or assistance for any other individual under a State plan ap-
proved under any other of such titles.

* * * $ *

Medical Care Guides and Reports for Public Assistance and
Medical Assistance [for the Aged]

Sec. 1112. In order to assist the States to extend the scope and
content, and improve the quality, of medical care and medical services
for which payments are made to or on behalf of needy and low-income
individuals under this Act and in order to promote better public
understanding about medical care and medical assistance for needy
and low-income individuals, the Secretary shall develop and revise
from time to time guides or recommended standards as to the level,
content, and quality of medical care and medical services for the use
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of the States in evaluating and improving their public assistance
medical care programs and their programs of medical assistance [for
the aged]; shall secure periodic reports from the States on items in-
cluded in, and the quantity of, medical care and medical services for
which expenditures under such programs are made; and shall from
time to time publish data secured from these reports and other in-
formation necessary to carry out the purposes of this section.

Demonstration Projects
Sec. 1115. In the case of any experimental, pilot, or demonstration

project which, in the judgment of the Secretary, is likely to assist in
promoting the objectives of title I, IV, X, XIV, [or XVI] XVI, or
XIX in a State or States-

(a) the Secretary may waive compliance with any of the re-
quirements of section 2, 402, 1002, 1402, [or 1602] 1602, or 1902,
as the case may be, to the extent and for the period he finds neces-
sary to enable such State or States to carry out such project, and

(b) costs of such project which would not otherwise be in-
cluded as expenditures under section 3, 403, 1003, 1403, [or 1603]
1603, or 1903 as the case may be, and which are not included as
part of the costs or projects under section 1110, shall, to the extent
and for the period prescribed by the Secretary, be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans, as may be
appropriate.

In addition, not to exceed $2,000,000 of the aggregate amount appro-
priated for payments to States under such titles for any fiscal year
ending prior to July 1, 1967, shall be available, under such terms and
conditions as the Secretary may establish, for payments to States to
cover so much of the cost of such projects as is not covered by pay-
ments under such titles and is not included as part of the cost of
projects for purposes of section 1110.

Administrative and Judicial Review of Certain Administrative
Determinations

Sec. 1116. (a) (1) Whenever a State plaI is submitted to the Secre-
tary by a State for approval wonder title I, IV, X, XIV, XVI, or
XIX, he shall, not later than 90 days after the date the plan is sub-
mitted to him, make a determination as to whether it conforms to the
requirements for approval under such title. The 90-day period pro-
vided herein may be extended by written agreement of the Secretary
and the affected State.

(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with
the Secretary for reconsideration of the issue of whether such plan
conforms to the requirements for approval under such title. Within
30 days after receipt of such a petition, the Secretary shall notify the
State of the time and place at which a hearing wit be held for the
purpose of reconsidering such issue. Such hearing shall be held not
less than 20 days nor more than 60 days after the date notice of such
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hearing is furnished to such State unlesss the Secretary and such State
agree in writing to hold the hearing at another time. The Secretary
shall affirm, modify, or reverse his original determination within 60
days of the conclusion of the hearing.

(3) Any State which is dissatisfied with a final determination made
by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 4064, 1004, 1404, 1604, or 1904 may,

within 60 days after it has been notified of such determination, file
with the United States court of appeals for the circuit in which such
State is located a petition for revzew of sich determination. -A copy
of the petition shall be worthwith transmitted by the clerk of the court
to the Secretary. The Secretary thereupon shall file in the court the
record of the proceedings on which he based his determination as pro-vided in section 2112 of title 28, United States Code.

(4) The findings of fact by the Secretary, if supported by sub-
.tantial evidence, shall be con~lusive; but the court, for good cause
shown, may remand the case to the Secretary to take further evidence,
and the Secretary may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the court
the transcript and record of the further proceedings. Such new or
modified findings of fact shall likewise be conclusive if supported bysubstantial evidence.

(6) The court shall have jurisdiction to affrm, the action of the Sec-
retart 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 section 195i4 oftitle 28, United States Code.

(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, IV, X, XIV, XVI, or XIX may, at the
option of the State, be treated as the submission of a new State plan.(c) Artion pursuant to an initial determination of the Secretarydescribed in subsection (a) shall not be stayed pending reconsidera-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that aeny item or class of
items on account of which Federal financial participation is claimed
/nder title I, IV, X, XIV, XVI, or XIX shall be disallowed for such

participation, the State shall be entitled to and upon request shall re-
ceive a reconsideration of the disallowance.

Maintenance of State Effort
Sec. 1117. (a) The total of the amounts determined under sections

3, 40f3, 1003, 1403, 1603, and 1903 for any State for any quarter begin-
ning after December 31, 1966, and ending before July 1,1969, shall be
reduced to the extent that-

(1) the excess of (A) the total of the amounts determined for
the State under sections 03,, 1003, 1403,1603, and 1903 for sAch
quarter over (B). the total of the amounts determined for the
State under sections 3, 403,1003, 1403, and 1603 for the same quir-
ter of the fiscal year ending June 30,1965, is greater than

(2) the eoxess of (A) the total of the expenditures for such
quarter (for which the determination is being made) under the
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plans of the State approved under titles 1, IV, X, XIV, XVI, and
XIX over (B) the total of the expenditures under the State plans
of the State approved under titles I, IV, X, XIV, and XVI for
the same quarter of the fiscal year ending June 30,1966;

except that, at the option of the State, any of the following may be
substituted (with respect to the quarters of any fiscal year) for the
amount determined as provided in paragraph (1) (B)-

(3) the total of the amounts determined for the State under
section 3, 403, 1003, 14]03, and 1603. for the same quarter in the
fiscal year ending June 30, 1964; or

(4) the average of the totals determined for the State under
sections 3, 403, 1003, 1403, and 1603 for each quarter in the fiscal

_ ear ending June 30, 1964, or June 30,1966.
If the substitution of the total referred to in paragraph (3) is chosen
by the State, there shall be substituted for the amount determined
under clause (B) of paragraph (2) the total of the expenditures un-
der the plans of the State approved under titles I, IV, X, XIV, ancd
XVI for the quarter referred to in swuh paragraph (3). If the substi
tuition of the average for either of the years referred to in paragraph
(4) is chosen by the State, there shall be substituted for the amount
determined under claue- (B) of paragraph (B) the average of the
total expenditures wlder the plmns of the State approved under titles
I, IV, X, XIV, and XVI for each 'quarter in the same fiscal year.

(b) For the purposes of this section, expenditures under the plans
of any State approved under titles I, IV, X, XIV, XVI, andXIX and
the reduction determined with respect thereto under this section, shall
be determined on the basis of data furnished by the State in the quar-
terly reports submitted by the State to the Secretary pursuant to and
in accordance with the requirements of the Secretary under title I, IV
X, XIV, XVI, or XIX; and determinations so made shall be con-
lusive for purposes of this section.
(o) If a reduction is required under the preceding provisions of

this section in the total of the amounts determined for a State under
sections 3, 403, 1003,103,1603, and1903 for any quarter, the Secretary
shall determine which of such amounts shall be reduced and the extent
thereof in such manner as in his judgment will best carry out the
purpose of maintaining State effort under the Federal-State public
assistance program of the State, and with the total of such reductions
to be equal to the reduction required under subsections (a) and (b) of
this section.

TITLE XIV-GRANTS TO STATES FOR AID TO THE
PERMANENTLY AND TOTALLY DISABLED

*. * * * * * *

State Plans for Aid to the Permanently and Totally Disabled

Sec. 1402; (a) A State plan for aid to the permanently and totally
disabled must (1) provide that it shall be m effect in all political
subdivisions of the State, and, if administered by them, be mandatory
upon them; (2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single
State agency to administer the plan, or provide for the establishment
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or designation of a single State agency to supervise the administra-
tion of the plan; (4) provide for granting an opportunity for a fair
hearing before the State agency to any individual whose claim for
aid to the permanently and totally disabled is denied or is not acted
upon with reasonable promptness; (5) provide such methods of ad-
ministration (including methods relating to the establishment and
maintenance of personnel standards on a merit basis, except that the
Secretary shall exercise no authority with respect to the selection,
tenure of office, and compensation of any individual employed in
accordance with such methods) as are found by the Secretary to be
necessary for the proper and efficient operation of the plan; (6)
provide that the State agency will make such reports, in such form
and containing such information, as the Secretary may from time
to time require, and comply with such provisions as the Secretary
may from time to time find necessary to assure the correctness and
verification of such reports; (7) provide that no aid will be fur-
nished any individual under the plan with respect to any period
with respect to which he is receiving old-age assistance under the
State plan approved under section 2 of this Act, aid to families with
dependent children under the State plan approved under section 402
of this Act, or aid to the blind under the State plan approved under
section 1002 of this Acti (8) provide that the State agency shall, in
determining need, take into consideration any other income and re-
sources of an individual claiming aid to the permanently and totally
disabled, as well as any expenses reasonably attributable to the earning
of any such income; except that, in making such determination, (A)
of the first $80 per month of earned income the State agency may disre-
gard not more than the first $20 thereof plus one-half of the remainder,
and (B) the State agency may, for a period not in excess of 36 months,
disregard such additional amounts of other income and resources, in
the case of an individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the fulfillent
of such plan, but only with respect to the part or parts of ucWh period
during substantially all of which he is actually undergoing vocational
rehabilitation. (9) provide safeguards which restrict the use or dis-
closure of information concerning applicants and recipients to pur-
poses directly connected with the administration of aid to the perma-
nently and totally disabled; (10) provide that all individuals wishing
to make application for aid to the permanently and totally disabled
shall have opportunity to do so, and that aid to the permanently and
totally disabled shall be furnished with reasonable promptness to all
eligille individuals; (11) effective July 1, 1953, provide, if the plan
includes payments to individuals in private or public institutions, for
the establishment or designation of a State authority or authorities
which shall be responsible for establishing and maintaining standards
for such institutions; and -(12) provide a description of the services (if
any) which the State agency makes available to applicants for and
recipients of aid to the permanently and totally disabled to help them
attain self-support or self-care, including a description of the steps
taken to assure, in the provision of such services, maximum utilization
of other agencies providing similar or related services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve
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any plan which imposes, as a condition of eligibility for aid to the
permanently and totally disabled under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid to the permanently
and totally disabled and has resided therein continuously for one
year immediately preceding the application;

(2) Any citizenship requirement which excludes any citizen of
the United States.

Payments to States
Sec. 1403. (a) From the sums appropriated therefor, the Secretary

of the Treasury shall pay to each State which has an approved plan for
aid to the permanently and totally disabled, for each quarter, beginning
with the quarter commencing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter
as aid to the permanently and totally disabled under the State
plan (including expenditures for premiums under part B of title
XVIII for individual who are recipients of money payments
under such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)-

(A) [29/35] 31/37 of such expenditures, not counting so
much of any expenditure with respect to any month as exceeds
the product of [$35] $37 multiplied by the total number of re-
cipients of aid to the permanently and, totally disabled for
such month (which total number for purposes of this sub-
section, means (i) the number of individuals who received
aid to the permanently and totally disabled in the form of
money payments for such month, plus (ii) the number of
other individuals with respect to whom expenditures were
made in such month as aid to the permanently and totally dis-
abled in the form of medical or any other type of remedial
care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of [$70]
$75 multiplied by the total number of such recipients of aid
to the permanently and totally disabled for such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam
an amount equal to one-half of the totalof the sums expended
during such quarter as aid to the permanently and totally disabled
under the State plan (including expenditures for premiums under
part B of title XVHII for dividuals wo are reoipints of
money payments under Lsuoh plan and other insurance premiums
for medical or any other type of remedial care or the cost thereof),
not counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of recip-
ients of aid to the permanently and totally disabled for such
month i and(3) in the case of any State whose State plan approved under
section 1402 meets the requirements of subsection (c)(1), an
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amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-

(i) services which are prescribed pursuant to subsec-
tion (c)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to
the permanently and totally disabled to help them attain
or retain capability for self-support or self-care, or
in clause (ii), which.the Secretary may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of aid to the
permanently and totally disabled, if such services are
requested by such individuals and are provided to such
individuals in accordance with the next sentence, or

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the permanently and totally disabled,
and to individuals requesting such services who (within such
period or periods as the Secretary may prescribe) have been
or are likely to become applicants for or recipients of such
aid; plUS

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall in-
clude only-

(D) services provided by the staff of the State agency or
of the local agency administering the State plan in the politi-cal subdivision: Provided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-suant to agreement under subparagraph (E), if provided bysuch staff, and

(E) subject to limitations prescribed by the Secretary,services which in the judgment of the State agency cannot be
as economically or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably avail-
able to individuals in need of them, and which are provided,pursuant to agreement with the State agency, by the State
health authority or the State agency or agencies administer-
ing or supervising the administration of the State plan for
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vocational rehabilitation services approved under the Vo-
cational Rehabilitation Act or by any other State agency
which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

except that services described by clause (ii) of subparagph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the ad-
ministration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies
and the portion thereof to which subparagraphs (B) and (C)
apply shall be determined in accordance with such methods and
procedures as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall, prior
to the beginning of each quarter, estimate the amount to be paid to the
State for such quarter under the provisions of subsection (a), such
estimate to be based on (A) a report filed by the State containing its
estimate of the total sum to be expended in such quarter in accordance
with the provisions of such subsection, and stating the amount appro-
priated or made available by the State and its political subdivisions
for such expenditures in such quarter, and if such amount is less than
the State's proportionate share of the total sum of such estimated ex-
penditures, the source or sources from which the difference is expected
to be derived, (B) records showing the number of permanently and
totally disabled individuals in the State, and (C) such other investi-
gation as the Secretary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall then
certify to the Secretary of the Treasury the amount so estimated by
the Secretary of Health, Education, and Welfare, (A) reduced or in-
creased, as the case may be, by any sum by which the Secretary of
Health, Education, and Welfare finds that his estimate for any prior
quarter was greater br less than the amount which should have been
paid to the State under subsection (a) for such quarter, and (B) re-
duced by a sum equivalent to the pro rata share to which the United
States is equitably entitled, as determined by the Secretary of Health,
Education, and Welfare, of the net amount recovered during a prior
quarter by the State or any political subdivision thereof with respect
to aid to the permanently and totally disabled furnished under the
State plan; except that such increases or reductions shall not be made
to the extent that such sums have been applied to make the amount
certified for any prior quarter greater or les than the amount esti-
mated by the Secretary of Health, Education, and Welfare for such
prior quarter: Provided, That any part of the amount recovered from
the estate of a deceased recipient which is not in excess of the amount
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expended by the State or any political subdivision thereof for the
funeral expenses of the deceased shall not be considered as a basis for
reduction under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department, and prior to audit or
settlement by the General Accounting Office, pay to the State, at the
time or times fixed by the Secretary of Health, Education, and Wel-
fare, and the amount so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1402 must provide that the State agency shall make available to appli-
cants for or recipients of aid of the permanently and totally disabled
at least those services to help them attain or retain capability for self-
support or self-care which are prescribed by the Secretary.

(2) In the case of any State whose plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the adminis-
tration of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made,
subject to the other provisions of this title, unuder paragraph (4) of
such subsection.

* * * * * * *

Definition

Sec. 1405. For the purposes of this title, the term "aid to the per-
manently and totally disabled" means money payments to, or (if pro-
vided in or after the third month before the month in which the re-
cipient makes application for aid) medical care in behalf of, or any
type of remedial care recognized under State law in behalf of, needy
individuals eighteen years of age or older who are permanently and
totally disabled, but does not include any such payments to or care in
behalf of any individual who is an inmate of a public institution (ex-
cept as a patient in a medical institution) or any individual [(a) who
is a patient in an institution for tuberculosis or mental diseases, or
(b) who has been diagnosed as having tuberculosis or psychosis and
is a patient in a medical institution as a result thereof.] who i8 a patient
in an institution for tuberculosis or mental diseases. Such term also
includes payments which are not included within the meaning of such
term under the preceding sentence, but which would be 80 included
except that they are made on behalf of such a needy individual to an-
other individual who (as determined in accordance with standards
prescribed by the Secretary) is interested in or concerned with the
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welfare of such needy individual, but only with respect to a State whose
State plan approved under section 14g includes provison for-

(1) determination by the State agency that uch needy indi-
vida has, by reason of hs physical or mental condition, such
inability to manage funds that making payments to hin would
be contrary to his welfare and, therefore it is necessary to provide
such aid through payment described i this sentence;

(B) making such payments only in cases in whioh 8uch pay-
ments will, wider the rules otherwise applicable under the State
plan fr determining need and the amount of aid to the perma-
nently and totally disabled to be paid (and in con nation with
other income andresources), meet all the need of the individuals
with respect to whom such payments are made;

( ) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage fund ;

(4) periodic review by such State agency of the determination
under paragraph (I) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appointment
of a guardian or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of s.ch needy individual; and

(6) opportunity for a fair hearing before the Senate agency on
the determination referred to in paragraph (1) for any individual
with respect to whom it is made.

TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED,
BLIND, OR DISABLED, OR FOR SUCH AID AND MEDI-
CAL ASSISTANCE FOR THE AGED

State Plans for Aid to the Aged, Blind, or Disabled, or for Such
Aid and Medical Assistance for the Aged

Sec. 1602. (a) A State plan for aid to the aged, blind, or disabled,or for aid to the aged, blind, or disabled and medical assistance for
the aged, must-

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory uponthem;

(2) provide for financial participation by the State;
3) either provide for the establishment or designation of a

single State agency to administer the plan, or provide for the
establishment or designation of a single State agency to supervisethe administration of the plan;(4) provide for granting an opportunity for a fair hearingbefore the State agency to any individual whose claim for aid or
assistance under the plan is denied or is not acted upon with rea-
sonable promptness;(5) provide such methods of administration (includingmethods relating to the establishment and maintenance of per-sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,and compensation of any individual employed in accordance with
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such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan;

(6) provide that the State agency will make such reports, in
such form and containing such. information, as the Secretary may
from time to time require, and comply with such provisions as the
.Secretary may from time to time find necessary to assure the cor-
rectness and verification of such reports;

(7) provide safeguards which restrict the use or disclosure of
information concerning applicants and recipients to purposes di-
rectly connected with the administration of the plan;

(8) provide that all individuals wishing to make application
for aid or assistance under the plan shall have opportunity to do
so, and that such aid or assistance shall be furnished with reason-
able promptness to all eligible individuals;

(9) provide, if the plan includes aid or assistance to or on
behalf of individuals in private or public institutions, for the
establishment or designation of a State authority or authorities
which shall be responsible for establishing and maintaining stand-
ards for such institutions;

(10) provide a description of the services (if any) which the
State agency makes available to applicants for or recipients of aid
or assistance under the plan to help them attain self-support or
self-care, including a description of the steps taken to assure, in
the provision of such services, maximum utilization of other
agencies providing similar or related services;

(11) provide that no aid or assistance will be furnished any
individual under the plan with respect to any period with respect
to which he is receiving assistance under the State plan approved
under title I or aid under the State plan approved under title
IV X, or XIV;.12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select;

(13) include reasonable standards, consistent with the objec-
tives of this title, for determining eligibility for and the extent of
aid or assistance under the plan;

[(14) provide that the State agency, shall in determining need
for aid to the aged, blind, or disabled, take into consideration any
other income and resources of an individual claiming such aid,
as well as any expenses reasonably attributable to the earning of
any such income; except that, in making such determination with
respect to any individual who is blind, the State agency (A) shall
disregard the first $85 per month of earned income plus one-half
of earned income in excess of $85 per month, and (B) shall, for
a period not in excess of twelve months, and may, for a period not
in excess of thirty-six months, disregard such additional amounts
of other income and resources, in the case of an individual who
has a plan for achieving self-support approved by the State
agency, as may be necessary for the fulfillment of such plan, and
in making such determination with respect to any ther indi-
vidual who has attained age 65 and is claiming aid to the aged,
blind, or disabled, of the first $50 per month of earned income
the State agency may, after December 31, 1962, disregard not
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more than the first $10 thereof plus one-half of the remainder;
and]

(14) provide that the State agency shall, in determining need
for aid to the aged, blind, or disabled, take into consideration any
other income and resources of an individual claiming such aid, as
well as any expenses reasonably attributable to the earning of
any such income; except that, in making such determination with
respect to any individual-

(A) if suah individual is blind, the State agency (i)
shall disregard the first $86 per month of earned income plus
one-half of earned income in excess of $85 per month, and
(ii) shall, for a period not in excess of 12 months, and may,
for a period not in excess of 36 months, disregard such addi-
tional amounts of other income and resources, in the case of
any such individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the
fulfillment of such plan,

(B) if such individual is not blind but is permanently
and totally disabled, (i) of the first $80 per month of earned
income, the State agency may disregard notmore than the first
$gO thereof plus one-half of the remainder, and (ii) the State
agency may, for a period not in excess of 36 months, disregard
such additional amounts of other income and resources, in the
case of any such individual who has a plan for achieving
self-support approved by the State agency, as may be neces-
sary for the fulfillment of such plan, but.only with respect
to the part or parts of such period during substantially all of
which he is actually undergoing vocational rehabilitation,
and

(0) if such individual has attained age 66 and is neither
blind. nor permanently and totally disabled, cf the first $80
per month of earned income the State agency may disregard
not more than the first $20 thereof plus one-half of the
remainder; /[and

(15) if the State plan includes medical assistance for the aged-
(A) provide for inclusion of some institutional and some

noninstitutional care and services;
(B) provide that no enrollment fee, premium, or similar

charge will be imposed as a condition of any individual's
eligibility for medical assistance for the aged under the plan;

(C) provide for inclusion, to the extent required by regu-
lations prescribed by the Secretary, of provisions (conform-
ing to such regulations) with respect to the furnishing of
such assistance to individuals who are residents of the State
but are absent therefrom; and

(D) provide that no lien may be imposed against the
property of any individual prior to his death on account of
medical assistance for the aged paid or to be paid on his
behalf under the plan (except pursuant to the judgment of
a court on account of benefits incorrectly paid on behalf of
such individual), and that there shall be no adjustment or
recovery (except, after the death of such individual and his
survivng spouse, if any, from such individual's estate) of
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any medical assistance for the aged correctly paid on behalf
of such individual under the plan [.];

(16) if the State planincludes aid or assistance to or in behalfof irdiiduals 66 years of age or older who are patients i insti-
tutions for mental disease--

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of al-
termate methods of care, arrangements providing assurance of
immediate readmittance to institutions where needed for indi-
viduals under alternate plans of care, and arrangements pro-
viding for access to patients and facilities, for furnishing
information, and formaking reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best interests, including, to that end, assurances that there will
be initial and periodic review of his medical and other needs,
that he will be given appropriate medical treatment within
the institution, and that there will be a periodic determination
of his need for continued treatment in the institution;

(C) provide for the development of alternate plans of care,
making mahxnrum utilization of available resources, for re-
clpients 65 years of age or older who would otherwise need
care in stich institutions, including appropriate medical treat-
mewt and other aid or assistance; for services referred to in
section 1603(a) (4) (A) (i) and (ii) which are appropriate for
suoh recipients and for such patients; and for methods of
administration necessary to assure that the responsibilities of
the State agency under the State plan with respect to su0h
recipients and such patients 'will be effectively carried out;
and

(D) provide methods of determining the reasonable cost of
institutional care for such patients; and

(17) if the State plan includes aid or assistance to or in behalf
of individuals 66 years of age or older who are patients in public
institutions for mental disemaes, show that the State is making
satisfactory progress toward developing and implementing a com-
prehensive mental ]health program, including provision for utiliza-
tion of community mental health centers, nursing homes, and other
alternatives to care in public institutions for mental diseases.

Notwithstanding paragraph (3), if on January 1, 1962, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X was different fr6m
the State agency which administered or supervised the administration
of the plan of such State approved under title I and the State agency
which administered or supervised the .administration of the plan of
such State approved under title XIV, the State agency which admin-
istered or supervised the administration of such plan approved under
title X may be designated to administer or supervise the administra,
tion of the portion of the State plan for aid to the aged, blind, or
diasabled (or for aid to the aged, blind, or disabled and medical assist-
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dance for the aged) which relates to blind individuals and a separate
State agency may be established or designated to administer or super-
vise the administration of the rest of such plan; and in such case the
part of the plan which each such agency administers, or the adminis-
tration of which each such agency supervises, shall be regarded as a
separate plan for purposes of this-title.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a ) except that he shall not approve any
plan which imposes, as a condition of eligibility for aid or assistance
under the plan-

(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which (A) in the case of appli-

cants for aid to the aged, blind, or disabled excludes any resident
of the State who has resided therein five years during the nine
years immediately preceding the application for such ald and has
resided therein continuously for one year immediately preceding
the application, and (B) in the case of applicants for medical
assistance for the aged, excludes any individual who resides in the
State; or

(3) any citizenship requirement which excludes any citizen of
the United States

In the case of any State to which the provisions of section 344 of the
Social Security Act Amendments of 1950 were applicable on January
1, 1962, and to which the sentence of section 1002(b) following para-
graph (2) thereof is applicable on the date on which its State plan for
aid to the aged, blind, or disabled (or for aid to the aged, blind, or dis-
abled and medical assistance for the aged) was submitted for approvalunder this title, the Secretary shall approve the plan of such State
for aid to the aged, blind, or disabled (or for aid to the aged, blind,
or disabled and medical assistance for the aged) for purposes of this
title, even though it does not meet the requirements of paragraph (14)of subsection (a), if it meets all other requirements of this title for
an approved plan for aid to the aged, blind, or disabled (or for aid
to the aged, blind, or disabled and medical assistance for the aged);but payments under section 1603 shall be made, in the case of any such
plan, only with respect to expenditures thereunder which would be
included as expenditures for the purposes of section 1603 under a plan
approved under this section without regard to the provisions of this
sentence.

(c) Subject to the last sentence of subsection (a), nothing in this
title shall be construed to permit a State to have in effect with respectto any period more than one State plan approved under this title.

Payments to States
Sec. 1603. (a) From the sums appropriated therefor, the Secretary

shall pay to each State which has a plan approved under this title,for each quarter, beginning with the quarter commencing October 1,
1962--

(1) in the case of any State other than Puerto Rico, the VirginIslands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended [during such quarter]dng each month of such quarter aid to the aged, blind, or dis-
abled under the State plan (including expenditures for prenmiu
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under partB of title XVIII for individuals who are recipient of
money payments under such plat ad other insurance premiums
for medical or any other type of remedial care or the cost
thereof)-

(A) [29/35] 31/37 of such expenditures, not counting so
much of any expenditure with respect to [any month] such
month any month as exceeds the product of $35] $37 multi-
plied by the total number of recipients of such aid for such
month (which total number, for purposes of this subsection,
means (i) the number of individuals who received such aid in
the form of money payments for such month, plus (ii) the
number of other individuals with respect to whom expendi-
tures were made in such month as aid to the aged, blind, or
disabled in the form of medical or any other type of remedial
care); plus

£(B) the Federal percentage (as defined in section 1101
(a) (8)) of the amount by which such expenditures exceed the
maimnum which may be counted under clause (A), not
counting so much of any expenditure with respect to any
month as exceeds the product of $70 multiplied by the total
number of recipients of aid to the aged, blind, or disabled for
such month; plus
[(C) the larger of the following: (i) the Federal medical

percentage (as defined in section 6(c)) of the amount by
which such expenditures exceed the maximum which may be
counted under clause (B), not counting so much of any ex-
penditure with respect to any month as exceeds (I) the
product of $85 multiplied by the total number of such re-
cipients of aid to the aged, blind, or disabled for such month,
or (II) if smaller, the total expended as aid to the aged, blind,
or disabled in the form of medical /or any other type of
remedial care with respect to such month plus the product of
$70 multiplied by such total number of such recipients, or
(ii) 15 per centum of the total of the sums expended during
such quarter as aid to the aged, blind, or disabled under the
State plan in the form of medical or any other type of
remedial care, not counting so much of any expenditure with
respect to any month as exceeds the product of $15 multiplied
by the total number of such recipients of aid to the aged,
blind, or disabled for such month;]

(B) the larger of the following:
(i) (I) the Federal percentage (as defined i section

1101 (a) (8)) of the amount by which such expenditures
exceed the amount which may be counted under clause
(A), not counting so much of such excess with respect
to such month as exceeds the product of $38 multiplied
by the total number of recipients of aid to the aged,
blind, or disabled for such month, plus (II) 15 per
centum of the total expended during such month as aid
to the aged, blind, or disabled under the State plan in
the form of medical or any other type of remedial care,
not counting so much of such expenditure with respect
to suOc months as exceeds the product of $15 multiplied

49-648 O0-65-pt. 2-12
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by the total number of recipients of aid to the aged, blind,
or disabled for such month, or

(i)(I) ) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maximum, which may be counted under clause
(A), not counting so much of any expenditures with re-
spect to such month (as exceeds (a) the product of $52
multiplied by the total number of such recipients of aid
to the aged, blind, or disabled for such month, or (b)
if smaller, the total expended .as aid to the aged, blind,
or disabled in the form. of medical or any other type of
remedial care with respect to such month plus the product
of $37 multiplied by such total number of such recipients,
plus (II) the Federal percentage of the amount by which
the total expended during such month as aid to the aged,
blind, or disabled under the State plan exceeds the amount
which may be counted under clavse (A) and the preced-
ing provisions of this clause (B) (ii), not counting so
much of such excess with respect to such month as exceeds
the product of $38 multiplied by the total number of
such recipients of aid to the aged, blind, or disabled for
such month.

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to-

(A) one-half of the total of the sums expended during
such quarter as aid to the aged, blind, or disabled under the
State plan (including expenditures for premium under part
.B of title XVII for individuals who are recipients of money
payments under such plan and other insurance premiums
for medical or any other type of remedial care or the cost
thereof), not counting so much of any expenditure with re-
spect to any month as exceeds $37.50 multiplied by the total
number of recipients of aid to the aged, blind, or disabled
for such month; plus

(B) the larger of the following amounts: (i) one-half
of the amlounlt by which such expenditures exceed the maxi-
mum which may be counted under clause (A), riot counting
so much of any expenditure with respect to any month as
exceeds (I) the product of $45 multiplied by the total num-
ber of such recipients of aid to the aged, blind, or disabled for
such month, or (II) if smaller, the total expended as aid to
the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus
the product of $37.50 multipled by the total number of such
recipients, or (ii) 15 per centum of the total of the sums ex-
pended during such quarter as aid to the aged, blind, or dis-
abled under the State plan in the form of medical or any
other type of remedial care, not counting so much of any
expenditure with respect to any month as exceeds the productof $7.50 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month;

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total
amounts expended during such quarter as medical assistance for
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the aged under the State plan (including expenditures for in-
surance premiums for medical or any other type of remedial care
or the cost thereof) ; and

(4) in the case of any State whose State plan approved under
section 1602 meets the requirements of subsection (c)(1), and
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for--

(i) services which are prescribed pursuant to subsec-
tion (c)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid or
assistance under the plan to help them attain or retain
capability for self-support or self-care, or

(ii) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such
applicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii) which the Secretary may specify as appro-
priate for individuals who, within such period or periods
as the Secretary may prescribe, have been or are likely
to become applicants for or recipients of aid or assistance
under the plan, if such services are requested by such in-
dividuals and are provided to such individuals i accord-
ance with thetext sentence, or

(iv) the training of personnel employed or preparingfor employment by the State agency or by the local agencyadministering the plan in the political subdivision; plus
(B).one-half of so much of such expenditures (not in-

cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid or assistance under the plan, and to indi-
viduals requesting such services who (within such period or
periods as the Secretary may prescribe) have been or are
likely to become applicants for or recipients of such aid or
assistance; plus

(C) one-half of the remainder of such expenditures.The services referred to in subparagraphs (A) and (B) shall in-
clude only-

(D) services provided by the staff of the State agency or of
the local agency administering the State plan in the political
subdivision: Provided, That no funds authorized under this
title shall be available for services defined as vocational re-
habilitation services under the Vocational Rehabiliation Act
(i) which are available to individuals in need of them under
programs for their rehabilitation carried on under a State
plan approved under such Act, or (ii) which the State agencyor agencies administering or supervising the administration ofthe State plan approved under such Act are able and willing
to provide if reimbursed for the cost thereof pursuant to
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agreement under subparagraph (E), if provided by such
staff, and

(E) subject to limitations prescribed by the Secretary, serv-
ices which in the judgment of the State agency cannot be as
economically or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably avail-
able to individuals in need of them, and which are provided,
pursuant to agreement with the State agency, by the State
health authority or the State agency or agencies administering
or supervising the administration of the State plan for voca-
tional rehabilitation services approved under the Vocational
Rehabilitation Act or by any other State agency which the
Secretary may determine to be appropriate (whether provided
by its staff or by contract with public (local) or nonprofit
private agencies);

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services so
approved. The portion of the amount expended for administra-
tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagraphs (B) and (C) apply shall
be determined in accordance with such methods and procedures as
may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c) (1),
an amount.equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.

(b) (1) Prior to the beginning of each quarter the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other
investigation as the Secretary may find necessary.

(2) The Secretary shall then pay, ip such installments as he may
determine, to the State the amount so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Secre-
tary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection.

(3) The pro rata share to which the United States is equitably
entitled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to aid or assistance furnished under that State plan, but
excluding any amount of such aid or assistance recovered from the
estate of a deceased recipient which is not in excess of the amount
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expended by the State or any political subdivision thereof for the
funeral expenses of the deceased, shall be considered an overpayment
to be adjusted under this subsection.

(4) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this
section shall be deemed obligated.

(c) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a),,its State plan approved under section
1602 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the aged, blind, or disabled under
such State plant at least those services to help them attain or retain
capability for self-support or self-care which are prescribed by the
Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1),but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency, administering or supervising the administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

'he Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied. that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (4) of subsection (a) but shall instead be made
subject to the other provisions of this title, under paragraph (5) of
such subsection.

(d) Notwithstanding the preceding provisions of this section, the
amount determined wtder such provisions for any State for any
quarter which is attributable to expenditures with respect to indi-
viduals 65 years of age or older who are patients in institutionnfor
mental diseases shall be paid only to the extent that the State makes
a showing satisfactory to the Secretary that total expenditures in the
State from Federal, State, and local sources for mental health services
(including payments to or in behalf of individuals with mental health
problems) onder State and local public health and public welfare
programs for such quarter exceed the average of the total expenditures
in the State from such sources for such services under such programs
for each quarter of the fiscal year ending June 30, 1965. For pur-
poses of this subsection, expenditures for such services for each quar-
ter in the fiscal year ending June 30, 1965, in the case of any State
shall be determined on the basis of the latest data, satisfactory to the
Secretary, available to him at the time of the first determination by
him under this subsection for such State; and expenditures for such
services for any quarter beginning after December 31 1965, in the
case of any State shall be determined on the basis of the latest data,
satisfactory to the Secretary, available to him at the time of the
determination under this subsection for such State for such quarter;
and determinations so made shall be conclusive for purposes of this
subsection.
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Definitions
Sec. 1605. [(a) For the purposes of this title, the term "aid to the

aged, blind, or disabled" means money payments to, or (if provided in
or after the third month before the month in which the recipient makesapplication for aid) medical care in behalf of or any type of remedial
care recognized under State law in behalf of, needy individuals who
are 65 years of age or older, are blind, or are 18 years of age or over
and permanently and totally disabled, but does not include-

[(1) any such payments to or care in behalf of any individual
who is an inmate of a public institution (except as a patient in
a medical institution) or any individual who is a patient in an
institution for tuberculosis or mental diseases, or
[(2) any such payments to any individual who has been diag-

nosed as having tuberculosis or psychosis and is a patient in a
medical institution as the result thereof, or

[(3) any such care in behalf of any individual, who is a patientin a medical institution as a result of a diagnosis that he has
tuberculosis or psychosis, with respect to any period after the
individual has been a patient in such an institution, as a result of
such diagnosis, for forty-two days.]

(a) For purposes of this title, the term "aid to the aged, blind, or
disabled" means money payments to, br (of provided in or after the
third month before the month in which the recipient makes applica-
tion for aid) medical care in behalf of or any type of remedial care
recognized under State law in behalf of, needy individuals who are
65 years of age or older, are blind, or are 18 years of age or over and
permanently and totally disabled, but such term does not include-

(1) any such payments to or care in behalf of any individual
who is an inmate of a public institution (except as a patient in a
medical institution); or

(2) any such payments to or care in behalf of any individual
who has not attained 65 years of age and who is a patient in an
institution for tuberculosis or mental diseases.

Such term also includes payments which are not included within the
meaning of smch term under the preceding sentence, but which would
be so included except that they are made on behalf of such a needy
individual to another individual who (as determined in accordance
with standards prescribed by the Secretary) is interested in or con-
cerned with the welfare of such needy indiv dual, but only with respect
to a State whose State plan approved under section 1602 includes pro-
,ision for-

(A) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence;

(B) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the aged,
blind, or disabled to be paid (and in conjution with other income
and resources), meet all the need of the individuals with respect
to whom such payments are made;
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(C) undertaking and contnuini 8peoial efforts to protect the
welfare of such individual and to improve to the extent possible,
his capacity for self-care and to manage fuInds;

(D) periodic review by such State agency of the determina-
tion under clause (A) to ascertain whether conditions justifying
such determination still ezaist, with provision for termination of
such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section 1111, if and when it appears that such action will best serve
the interests of such needy individual; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following care
and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals who are sixty-five years of age or older and [who are not recipients
of aid to the aged, blind, or disabled] who are not recipients of aid
to the aged, blind, or disabled (except, for any month, for recipients
of aid to the aged, blind, or disabled who are admitted to or discharged
from a medica institution during such month) but whose income and
resources are insufficient to meet all of such cost-

1) inpatient hospital services;
2 skilled nursing-home services;
3 physicians' services;
4 outpatient hospital or clinic services;
5 home health care servicesi6 private duty nursing services;
7 physical therapy and related services;
8 dental services;
9 laboratory and X-ray services;
10) prescribed drugs, eyeglasses, dentures, and prosthetic

devices;
(11) diagnostic, screening, and preventive services; and
(12) any other medical care or remedial care recognized under

State law;
[except that such term does not include any such payments with re-
spect to-

[(A) care or services for any individual who is an inmate
of a public institution (except as a patient in a medical institu-
tion) or any individual who is a patient in an institution for tu-
berculosis or mental disness; or

[(B) care or services for any individual who is a patient in a
medical institution as a result of a diagnosis of tuberculosis or
psychosis, with respect to any period after the individual has
been a patient in such an institution, as a result of such diagnosis,
for forty-two days.]

except that such term does not include any such payments with re-
spect to care or services for any individuw l who is an inmate of a
public institution (except as a patient in a medical institution).
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TITLE XVII-GRANTS FOR PLANNING COMPREHEN-
SIVE ACTION TO COMBAT MENTAL RETARDATION

Authorization of Appropriations
Sec. 1701. For the purpose of assisting the States (including the

District of Columbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa) to plan for and take other steps
leading to comprehensive State and community action to combat
mental retardation, there is authorized to be appropriated the sum
of $2,200,000. There are also authorized to be appropriated, for as-
sisting such States in initiating the implementation and carrying out
of planning and other steps to combat mental retardation, $,.75000
for the fiscal year ending June 30, 1966, and $2,750,000 for the fiscal
year ending June 30, 1967.

Grant to States
Sec. 1702. The sums appropriated pursuant to the first sentence of

section 1701 shall be available for grants to States by the Secretary
during the fiscal year ending June 30, 1964, and the succeeding fiscal
year; and the sums appropriated pursuant to the second sentence of
such section for the fiscal year ending June 30, 1966, shall be available
for such grants during such year and the next twoo fiscal years, and
sums appropriated pursuant thereto for fiscal year ending June 30,
1967, shall be available for such grants during such year and the suc-
ceeding fiscal year. Any such grant to a State, which shall not exceed
75 per centum of the cost of the planning and related activities in-
volved, may be used by it to determine what action is needed to combat
mental retardation in the State and the resources available for this pur-
pose, to develop public awareness of the mental retardation problem
and f, the need for combating it, to coordinate State and local activ-
ities relating to the various aspects of mental retardation and its pre-
vention, treatment, or amelioration, and to plan other activities lead-
ing to comprehensive State and community action to combat mental
retardation.

TITLE XVIII-HEALTH INSURANCE FOR THE AGED

Prohibition Against Any Federal Interference
Sec. 1801. Nothing in this title shall be construed to authorize any

Federal ofieer or employee to exercise any supervision or control over
the practice of medicne or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer or
employee of any institution, agency, or person providing health serv-
ices; or to exercise any supervision or control over the administration
or operation of any such institution, agency, or person.

Free Choice by Patient Guaranteed
Sec. 1802. Any individual entitled to insurance benefits under this

title may obtain health series from any institution, agency, or person
qualified to participate under this title if stch institution, agency, or
person undertakes to provide him such services.
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Option to Individuals To Obtain Other Health Insurance
Protection

Sec. 1803. Nothing contained in this title shall be construed to pre-
elude any State from providing, or any individual from purchasing or
otherwise securing, protection against the cost of any health services.

Part A-Hospital Insurance Benefits for the Aged
Description of Program

Sec. 1811. The insurance program for which entitlement is estab-
lished by section 226 provides basic protection against the costs of hos-
pital and related post-hospital services in accordance with this part
for individuals who are age 65 or over and are entitled to retirement
benefits under title II of this Act [or under the railroad retirement
system].

Scope of Benefits
Sec. 1812. (a) The benefits provided to an individual by the insur-

ance program under th:s part shall consist of entitlement to have pay-
ment made on his behalf (subject to the provisions of this part) for-

(1) inpatient hospital services for up to 120 days during any
spell of illness;

(2) post-hospital extended care services for up to 100 days
during any spell of illness;

(3) post-hospital home health services for up to 175 visits (dur-
ing any one-year period described in section 1861 (n) ) after the be-
ginning of one spell of illness and before the beginning of the
next; and

(4) outpatient hospital diagnostic services.
(b) Payment under this part for services furnished an individual

during a spell of illness may not (subject to subsections (c) and (d))
be made for-

(1) inpatient hospital services (including inpatient psychiatric
hospital services and inpatient tuberculosis hospital serve :ces) fur-
nished to him duri such spell after such services have been fur-
nished to him for 120 days during such spell;

(2) post-hospital extended care services furnished to him dur-
ing such spell after such services have been furnished to him for
100 days during such spell; or

(3) inpatient psychiatric hospital services finished to him
after such services have been furnished to him for a total of 210
days during his lifetime.

(c) If an individual is an inpatient of a psychiatric hospital or a
tuberm1rosis hospital on. the first day of the first month for which he is
entitled to benefits under this part, the days on which he was an wn-
patient of such a hospital in the-120-day period immediately before
such first dau s8hal be included in determining the 120-day limit under
subsection (b) (1) with respect to the spell of illness whih includes
such first day.

(d) Payment under this Tprt ma, be made for post-hospital home
health services furnishedan individual only during any one-year period
described in section 1861(n) following his most recent hospital or
extended care facility discharge which meets the requirements of suoh
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section, and only for the first 175 visits in suh periods and after the
beginning of one spell of illness and before the beginning of the next.
The number of vizits to be charged for purposes of the limitation in
the preceding sentence, in connection with items or services described
in section 1861 (mn) shall be determined in accordance with regulations.

(e) For purposes of subsections (b), (c), and (d), inpatient ho8-
pital services, post-hospital extended care services; and post-hospital
1home health services shall be taken into account only if payment is or
would be, except for this section or the failure to comply with the re-
quest and certification requirements of or under section 1814(a), made
with respect to such services under this part.

(f) For definition of "spell of illness , and for definitions of other
terms used in this part, see section 1861.

Deductibles

Sec. 1813. (a) (1) The anmout payable for inpatient hospital serv-
ices furnished an individual during any spell of illness shall be re-
duced by a deduction equal to the inpatient hospital deductible or, if
less, the charges imposed with respect to suwh individual for such serv-
ices, except that, if the customnary charges for such services are greater
than. the charges so imposed, such customary charges shall be con-
sidered to be the charges so imposed. Such amount shall be further
reduced by a deduction. equal to one-fourth of the inpatient hospital
deductible for each day (before the 121st day) on which such individ-
ual is furnished such services during such spell of illness after such
services have been furnished to him for 60 days during such spell.

(2) The amount payable for outpatient hospital diagnostic services
furnished an individual during a diagnostic study shall be reduced by
a deduction equal to the sum of (A) one-half of the inpatient hospital
deductible which is applicable to spells of illness beginning in the same
calendar year as such diagnostic study and (B) 20 per centum, of the
reminder of such amount. For purposes of the preceding sentence,
a diagnostic study for any individual consists of the outpatient hospi-
tal diagnostic services provided by (or under arrangements made by)
the same hospital during the 20-day period beginning on he first day
(not included in a previous diagwostic study) on which he is entitled
to hospital in.wrance benefits under [section 226] section 226 or un-
der the Railroad Retirement Act of 1937, and on which outpatient
hospital diagnostic services are furnished him,

(3) The amwnmt payable to any provider of services under this part
for services furnished an individual during any spell of illness shall be
.further reduced by an. amount equal to the cost of the first three pints
of whole blood furnished to him.i as part of such services during such
spell of illness.

(4) The amount payable for post-hospital extended care services
furnished an individual during any spell of illness shall be reduced by
a deduction equal: to one-eighth of the inpatient hospital deductible
for each day (before the 11lst day) on which he is furnished such
services after such services have been furnished to him for 20 days
during such spell.

(b) (1) The inpatient hospital deductible which shall be applicable
for the purposes of subsection (a) shall be $40 in the case of any spell
of illness of diagnostic study beginning before 1969.
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(S) The Secretary shall, between July 1 and October 1 of 1968, and
of each year thereafter, determine and promulgate Ahe inpatient hos-
pital deductible which shall be applicable for the purposes of subsec-
tion (a) in the case of any spell of illness or diagnostic study begin
ning during the succeeding calendar year. Such inpatient hospital
deductible shall be equal to $40 multiplied by the ratio of (A) the cu-
rent average per diem rate for inpatient hospital services for the
calendar year preceding the promulgation, to (B) the current average
per diem rate for such services for 1966. Any amount determined uw-
der the preceding sentence which is not a multiple of $4 shall be
rounded to the nearest multiple of $4 (or, if it is midway between two
multiples of $4, to the next higher multiple of $4). The current aver-
age per diem rate for any year shall be determined by the Secretary on
the basis of the best information available to him (at the time the de-
termination is made) as to the amounts paid undILr this aart on ac-
count of inpatient hospital services furnished during such year, by
hospitals Ywich have agreements in effect under section 1866, to in-
dividuals who are entitled to hospital insurance benefits under
[section 22J6 section 226 or under the Railroad Retirement Act of
1937, plus the amount which would have been so paid but for subsec-
ion (a) () of this section.

Conditions of and Limitations on Payment for Services
Requirement of Requests and. Certifications

Sec. 1814. (a) Except as provided in subsection (d), payment for
services furnished an individual may be made only to providers of
services which are eligible therefor under section 1866 and only if-

(1) written request, signed by such individual except in cases
in which the Secretary findsit impracticable for the individual to
do so, is filed for such payment in such form. in such manner,
within such time, and by such person or persons as the Secretary
may by regulation prescribe;

(2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulaitwns,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th day
of such period) that-

(A) in the case of inpatient hospital services (other than
inpatient psychiatric hospital services and inpatient tubercu-
losis hospital services), such services are or were required to
be given on an inpatient basis for such individual's medical
treatment, or that inpatient diagnostic study is or was medi-
call required and such services are or were necessary for
sucA purpose;

(B) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the psy-
chiatric treatment of an individual; ad (i) such treatment
can or could reasonably be expected to improve the condition
for which such treatment is or was necessary or (ii) inpatient
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diagnostic study is or was medically required and such serv-
ices are or were necessary for such purposes;

(C) in the case of inpatient tuberculosis hospital service
such services are or were required to be given on an inpatient
basis, by or under supervision of a physician, for the treat-
ment of an individual for tuberculosis; and such treatment
can or could reasonably be expected to (i) improve the con-
dition for which such treatment is or was necessary or (ii)
render the condition noncommunicable;

(D) in the case of post-hospital extended care services, such
services are or were required to be given on an inpatient basis
because the individual needs or needed skilled nursing care
on a continuing basis for any of the conditions with respect
to which he was receiving inpatient hospital services (or serv-
ices which could constitute inpatient hospital services if the
institution met the requirements of paragraphs (6) and (8)
of section 1861(e)) prior to transfer to the extended care
facility or for a condition requiring such extended care serv-
ices which arose after such transfer and while he was still in
the facility for treatment of the condition or conditions for
which he wa.s receiving such inpatient hospital services;

(E) in the case of post-hospital home health services, such
services are or were required because the individual is or woas
confined to his home (except when receiving items and serv-
ices referred to in section 1861 (m) (7) ) and needed skilled
nursing care on an intermittent basis, or physical or speech
therapy, for any of the conditions with respect to which he
was receiving inpatient hospital services (or services which
would constitute inpatient hospital services if the institution
met the requirements of paragraphs (6) and (8) of section
1861 (e)) or post-hospital extended care services; a plan for
furnishing such services to such individual has been estab-
lished and is periodically reviewed by a physician; and such
services are or were furnished while the individual was under
the care of a physician; or

(F) in the case of outpatient hospital diagnostic services,
such services are or were required for diagnostic study;

(3) in the case of inpatient psychiatric hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
(A) intensive treatment services, (B) admission and related
services necessary for a diagnostic study, or (C) equivalent
services;

(4) in the case of inpatient tuberculosis hospital services, the
services are those which the records of the hospital indicte
were furnished to the individual during periods when he was
receiving treatment which could reasonably be expected to
(A) improve his condition or (B) render it noncom/municable;

(6) with respect to inpatient hospital services furnished such
individual after the 20th day of a continuous period of such serv-
ices and with respect to post-hospital extended care services fur-
nished after such day of a continuous period of such services as
may be prescribed in or pursuant to regulations, there was not in
effect, at the time of admission of such individual to the hospital
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or esternded care facility, as the case may be, a decision under seo-
tion 1866(d) (based on a finding that utilization review of long-
stay cases is not being made in such hospital or facility) and

(6) with respect to inpatient hospital serves or post-hospital
extended care services furnished such individual during a con-
tinuous period a finding has not been made (by the physician
members of the committee or group, as described in section
1861 (k) (4)) pursuant to the system of utilization review that
further inpatient hospital services or further post-hospital ex-
tended care services, as the case may be, are not medically neces-
sary; except that, if such a finding has been made, payment may
be made for such services furnish before the 4th day after the day
on which the hospital or extended care facility, as the case may
be, received notice of such finding.

To the extent provided by regulations, the certification and recertifi-
cation requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a physician makes certification of the kind provided
in subparagraph (A), (B), (7), (D), (E), or (F) of paragraph (2)
(whichever would hae applied), but only where such certification is
accompanied by such medical and other evidence as may be required
by swch regulations.

Reasonable Cost of Services

(b) The amount paid to any provider of services with respect to
services for which payment may be made under this part shall, sub-
ject to the provisions of section 1813, be the reasonable cost of such
services, as determined under section 1861 (v).

No Payments to Federal Providers of Services

(c) No payment may be made under this part (except under sub-
section (d) ) to any Federal provider of services, except a provider of
services which the Secretary determines is providing services to the
public generally as a community institution or agency; and no such
payment may be made to any provided of services for anry item or
service which such provider is obligated by a law of, or a contract with,
thelUnited Staies to render at public expense.

Payments for Emergency Hospital Services

(d) Payments shall also be made to any hospital for inpatient hos-
pital services or outpatient hospital diagnostic services furnished, by
the hospital or under arrangements (as defined in section 1861(w))
with it, to an individual entitled to hospital insurance benefits under
section 226 even though such hospital does not have an agreement in
effect under this title if (A) such services were emergency services and
(B) th Secretary would be required to make such payment if the
hospital had such an agreement in effect and otherwise met the condi-
tions of payment hereunder. Such payments shall be made only in
the amounts provided under subsection (b) and then only if sch
hospital agrees to comply, with respect to the emergency services
provided, with the provisions of section 1866(a).
Payment for Inpatient Hospital Services Prior to Notification of Noneligibility

(e) Notwithstanding that an individual is not entitled to have pay-
ment made under this part for inpatient hospital services furnished by
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any hospital, payment shall be made to such hospital (unless it elects
not to receive such payment or, if payment has already been made by
or on behalf of such individual, fails to refund such payment within
the time specified by the Secretary) for such services which are fur-
ni.shed to the individual irior to notification to such hospital from the
Secretary of his lack of entitlement, if such payments are precluded
only by reason of section 1812 and if such hospital complies with the
requirements of and regulations under this title with respect to such
payments, hars acted in good faith and without knowledge of such lack
of entitlement, and has acted reasonably in assuming entitlement ex-
isted. Payment under the preceding sentence may not be made for
services furnished an individual pursuant to any admission after the
G6thelapsedday (not includingas an elapsed day Saturday, Sunday, or
a legal holiday) after the day on. which such admission occurred.

Payment for Certain Emergency Hospital Services Furnished Outside the
United States

(f) The authority contained in subsection (d) shall be applicable
to emergency inpatienthospital services furnished an individual by
a hospital located outside the United States if-

(1) such individual was physically present in a place within
the United States at the time the emergency which necessitated
such inpatient hospital services occurred; and

(2) such hospital was closer to, or substantially more accessible
from, such place than the nearest hospital within the United
States which was adequately equipped to deal with, and was
available for the treatment of, such individual's illness or injury.

Payment to Providers of Services

Sec. 1815. The Secretary shall periodically determine the amount
which should be paid under this part to each provider of services
with respect to the services furnished by it, and the provider of
services shall be paid, at such time or times as the Secretary believes
appropriate (but not less often than monthly) and prior to audit or
settlement by the General Accounting Office, from the Federal Hos-
pital Insurance Trust Fund, the amounts so determined, with neces-
sary adjustments on account of previously made overpayments or
underpayments; except that no such payments shall be made to any
provider unless it has furnished such information as the Secretary
may request in order to determine the amounts due such provider
under this part for the period with respect to which the amounts
are being paid or any prior period.
Use of Public Agencies or Private Organizations To Facilitate

Payment to Providers of Services
Sec. 1816. (a) If any group or association of providers of services

wishes to have payments under this part to such providers made
through a national, .State, or other public or private agency or orga-
niation and nominates such agency or organization for this purpose,
the Secretary is authorized to enter into an agreement with such agency
or organization providing for the determination by such agency of
org z'ration(subject to such review by the Secretary as may be pro-
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vided for by the agreement) of the amount of the payments required
pursuant to this part to be made to such providers, and for the making
of such payments by such agency or organization to such providers.
Such agreement may also include provision for the agency or organiza-
tion to do al or any part of the following: (1) to provide conultative
services to institutions or agencies to enable them to establish and
maintain fiscal records necessary for purposes of this part and other-
ciise to qualify as hospitals, extended care facilities, or home health
agencies, and (2) with respect to the providers of services which are
to receive payments through it (A) to serve as a center for, and com-
municate to providers, any information or instructions furnished to
it by the Secretary, and serve as a channel of. communication from
providers to the Secretary; (B) to make such audits of the records of
providers as may be necessary to insre that proper payments are made
under this part; and (G) to perform such other fwntions as are neces-
sary to carry out this subsectn.

(b) The Secretary sluhll not enter into an agreement with any
agency or organization under this section unless (1) (A) he finds that
to do so is consistent with the effective and efficient administration of
this part, (B) that such agency or organiatzon is willing and able to
assist the providers to which payments are made through it under this
part in the application of safeguards against unnecessary utilization
of services furnished by them to individuals entitled to hospital insur-
ance benefits under section 226, and the agreement provides for such
assistance, and (B) such agency or organization agrees to furnish to
the Secretary such of the information acquired by it in carrying out
its agreement under this section as the Secretary may find ,.cessary
in performing his functions under this part.

(c) An agreement with any agency or organization under this sec-
tion may contain such terms and conditions as the Secretary finds
necessary or appropriate, may provide for advances of funds to the
agency or organization for the making of payments by zt under sub-
section (a), and shall provide for payment of so much of the cost of
administration of the agency or organization as is determined by the
'Secretary to be necessary and proper for carrying out the fwrstions
covered by the agreement.

(d) If the nomination of an agency or organization as provided in
this section is made by a group or association of providers of services,
it shall not be binding on members of the group or association which
notify the Secretary of their election to that effect. Any provider
may, upon such notice as may be specified in the agreement under this
section with an agency or organization, withdraw its nomination to
receive payments through such agency or organization. Any providerwhich has withdraw its nomination, and any provider which has not
made a nomination, may elect to receive payments from any agency or
organization which has entered into an agreement with the Secretary
under this section if the Secretary and such agency or organization
agree to it.

(e) An agreement with the Secretary under this section may be
terminated-

(1) by the agency or organization which entered into such
agreement at such time and upon such notice to the Secretary, to
the public, and to the providers as may be provided in regulations,
or
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(2) by the Secretary at mswh time (and upon "ewh notice to the
agency or organization, to the providers which have nominated it
for purposes of this section, and to the public, as may be provided
in regulations, but only if he finds, after reasonable notice and
opportunity for hearing to the agency oor organization, that (A)
the agency or organization has failed substantially to carry out
the agreement, or (B) the continuation of some or all of the fiuc-
tions provided for in the afrre0ment lwith the agency or organiza-
tion is disadvallntageous or is inconsistent with, the efficient
administration of this part.

(f) An agreement with an agency or organization under this sec-
tion may require any of its offers or employees certifying payments
or disbursing funds pursuant to the agreement, or otherwise partici-
pating in carrying out the agreement, to give surely bond to the
United States in such amount as the Secretary may deem appropriate.

(g) (1) No individual designated pursiant to an agreement under
this section, as a certifying officer shall, in the absence of gross negli-
gence or intent to defraud the United States, be liable with respect to
any payments certified by him under this section.

(2) No disbursing officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payment by him under this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph (1)
of this subsection.

(3) No such agency or organization shall be liable to the United
States for any payments referred to in paragraph (1) or (2).

Federal Hospital Insurance Trust Fund

Sec. 1817. (a) There is hereby created on the books of the Treasury
of the Ulnited States a trust fund to be known as the "Federal Hos-
nital Insurance Trust Fund" (hereinafter in this section referred to
as the "Trust Fund"). The Trust Fund shall consist of such aowwunts
as ma.y be deposited in, or appropriated to, such fund as provided in
this part. There are hereby appropriated to the Trust Fund for
the fiscal year ending June 30, 1966, and for each fiscal year there-
after, out of any moneys in the Treasu'riy not otherwise appropriated,
amounts equivalent to 100 per centum, of-

(1) the taxes imposed by sections 3101(b) and 311(b) of the
Internal Revenue Code of 1954 with respect to wages reported to
the Secretary of the Treasury or' his delegate pursuant to sub-
title F of such Code after December 31, 1965, as determined by the
Secretary of the Treasury by applying the applicable rates of
tauw under such sections to such waqes, twh.ich wages shall be cer-
tified by the Secretary of Health, Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with
mwch reports; and

(2) the taxes imposed by section 1401 (b) of the Internal Reve-
nrue Code of 1954 with. respect to self-e7mployment income reported
to tfte Secretary of the treasuryy or his delegate on. tax returns
lender subtitle F of surh. Code, as determined by the Secretary
of the Treasury by applying the applicable rate of tax under such
section to such self-employment income, which self-employment
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income shall be certified by the Secretary of Health, Education,
and Welfare on the basis of records of self-employment estab-
lished and maintained by the Secretary of Health, Education, and
Welfare in accordance with such returns.

The amounts appropriated by the preceding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to
the Trust Fund, such amounts to be determined on the basis of esti-
mates by the Secretary of the Treasury of the taxes, specified in4 the
7peceding sentence, paid to or deposited in to the Treasury; and proper
adjustments shall be made in amounts subsequently transferred to
the extent prior estimates were in excess of or were less than the taxes
fpecified inshsentence.
(b) With respect to the Trust Fund, there is hereby created a

body to be known as the Board of Trustees of the Trust Fund (here-inafter in this section referred to as the "Board of Trustees") com-
posed of the Secretary of the Treasury, the Secretary of Labor, and
the Secretary of Health, Education, and Welfare, all ex oficio. The
Secretary of the Treasury shall be the Managing Trustee of the Board
of Trustees (hereinafter in this section referred to as the "Managing
Trustee"). The Comnmissioner of Social Security shall serve as the
Secretary of the Board of Trustees. The Board of Trustees shall
meet not less frequently thanL once each calendar year. It shall be
the duty of the Board of Trustees to-

(1) Hold the Trust Funds;
(2) Report to the Congress not later than. the first day ofMarch of each year on. the operation and status of the Trust Fund

during the preceding fiscal year and on its expected operation and
status during the current fiscal year and the next 2 fiscal years;

(3) Report immediately to the Congress whenever the
Board is of the opinion, that the amount of the Trst Fund is
unduly smallr, and

(4) Review the general policies followed in, managing the
'trust Fund, annd recommend changes in such policies, including

necessary changes in. the provisions'of law which govern the way
in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement ofthe assets of, and the disbursements made from, the Tru.st Fund duringthe preceding fiscal year, an estimate of the expected income to, and
disbursements to be made from, the Trust Fund during the current
fiscal year and each of the next 2 fiscal years, and a statement of the
actuarial status of the Trust Find. Such report shall be printed as a
House document of the session of the Congress to which the report is
made.

(c) It shall be the duty of the Manlaging Trustee to invest such
portion of the Trust Fund as is not, in hAi j'udqment. required to meet
current withdrawals. Such investments may ie made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United tasteses. Foa such pur-
pose such obligations may be acquired (1) on original issue at the issue
price, or (2) by Imrchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may
be issued under the Second Liberty KBnd Act, as amended, are hereby
extended to authorize the issuance at par of pnubic-debt obligations for

49-643 O-6--pt. 2- -13
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purchase by the Trust Fund. Such obligations issued for purchi'e by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the
basis of market quotations a. of the end of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public
debt which are not due or callable until after the expiration of 4 years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centum, the rate of
interest on such obligations shall be the multiple of one-eighth of I per
centum nearest such market yield. The Managqng Trustee may pur-
chase other interest-bearing obligations of the United States or obliga-
tions guaranteed as to both principal and interest by the United States,
on original issue or at the market price, only where he determines that
the purchase of stch other obligations is in the public interest.

(d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Funds shall be credited to and
form a parf of the Trust Fund.

(f) (1) The Managing Trustee is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by him
aqs axes8imposed under section 3101(b) which are subject to refund
u1tder section 6413(c) of the Internal Revenue Code of 1954 with re-
spect to wages paid after December 31, 1965. Such taxes shall be
determined on the basis of the records of wages established and main-
tained by the Secretary of Health, Education, and Welfare in ac-
cordance with the wages reported to the Secretary of the Treasury
or his delegate pulrtiant to subtitlee F of the Internal RTvenue Code
of 1954, and the Secretary of Health, Education, and Welfare shall
furnish the Managing Trustee such information as may be required
by the Managing Trustee for such purpose. The payments by the
Managing Trustee shall be covered into the Treasury as repayments
to the account for refunding internal revenue collections.

(2) Repayments made under paragraph (1) shall not be available
for expenditures but shall be carried to the surplus fund of the
Treasury. If it subsequently appears that the estimates under such
paragraph in any particular period were too high or too low, appro-
priate adjustments shall be made by the Managing Trustee in future
payments.

(g) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insuyrance Twru.t F'und and from the Federal Dis-
ability Insurance Trust Fund amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments [(other than
amounts so certified to the Railroad Retirement Board) pursuant to
section 1870(b) of this Act. [There shall be transferred periodically
(but not less often than once each fiscal year) to the Trust Fund from
the Railroad Retirement Account amounts equivalent to the amounts
not previously so transferred which the Secretary of Health, Educa-
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tion, and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870 (b) of this Act.]

(h) The Managing Trustee shall also pay from time to time from
the Trust Fund such amounts as the Secretary of Health, Education,
and Welfare certifies are necessary to mawke the payments provided
for by this part, and the payments with respect to administrative ex-
penses in accordance with section 201 (g) (1).
Part B-Supplementary Medical Insurance Benefits for the Aged
Establishment of Supplementary Medical Insurance Program for

the Aged
Sec. 1831. There is hereby established a voluntary insurance pro-

gram to provide medical insurance benefits in accordance with the
provisions of this part for individuals 66 years of age or over who
elect to enroll under such program, to be financed from premium pay-
ments by enrollees together with contributions from funds appro-
priated by the Federal Government.

Scope of Benefits

Sec. 1832. (a) The benefits provided to an individual by the insur-
ance program established by this part shall consist of-

(1) entitlement to have payment made to him or on his behalf
(subject to the provisions of this part) for medical and other
health services, except those described in paragraph(2) (B) ; and

(2) entitlement to have payment made on his behalf (subject
to the provisions of this part) for-

(A) home health services for up to 100 visits during a
calendar year; and

(B) medical and other health services (other than physi-
cians' services unless furnished by a resident or intern of a
hospital or unless such services are in the field of pathology,
radiology, physiatry, or anesthesiology) furnished by a pro-
vider of services or by others under arrangements nzth them
made by a provider of services.

(b) For definitions of "spell of illness," "medical and other health
services," and other. terms used in this part, see section 1861.

Payment of Benefits

Sec. 1833. (a) Subject to the succeeding provisions of this section,
there shall be paid from the Federal Supplementary Medical Insur-
ance Trust Fund, in the case of each individual who is covered under
the insurance program established by this part and incurs expenses for
services with respect to which benefits are payable'under this part,
amounts equal to-

(1) in the case of services described in section 1832(a) (1)-80
percent of the reasonable charges for the services; except that an
organization which provides medical and other health services
(or arranges for their availability) on a prepayment basis may
elect to be paid 80 percent of the reasonable cost of services for
which payment may be made under this part on behalf of individ-
uals enrolled in such organization in lieu of 80 percent of the rea-
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sonable charges for such services if the organization undertakes to
charge such individuals no more than 20 percent of such reason-
able cost plus any amounts payable by them as a result of subsec-
tion (b); and

(2) in the case of services described in section 1832(a) (2)-80
percent of the reasonable cost of the services (as determined under
section 1861 (v) ).

(b) Before applying subsection (a) with respect to expenses in-
curred by an individual during any calendar year, the total amount of
the expenses incurred by such individual during such year (which
would, except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a deductible of $50; except that the amount of the
deductible for such calendar year as so determined shall first be reduced
by the amount of any expenses incurred by such individual in the last
three months of the preceding calendar year and applied toward such
individual's deductible under this section for such preceding year, and
except that the amount of any deductible imposed under section 1813
(a) (2 (A) with respect to outpatient hospital diagnostic services fur-
nished in any year shall be regarded as an incurred expense under this
part for such year.

(c) Notwithstanding any other provision of this part, with respect
to expenses incurred in any calendar year in connection with the treat-
ment of mental, psychoneurotic, and personality disorders of an in-
dividual who is not an inpatient of a hospital at the time such expenses
are incurred, there shall be considered as incurred expenses for pur-
poses of subsections (a) and (b) only whichever of the following
amonu ts is the smaller:

(1) $312.50, or
(2) 62Y percent of such expenses.

(d) No payment may be made under this part with respect to any
serves fuiwvnhed an individual to the extent that such individual is
entitled (or would be entitled except for section 1813 other than sub-
setion (a) (2) (A) thereof) to have payment made with respect to such
services under part A.

(e) No payment slhll be made to any provider of services or other
person under this part unless there has been furnished such informa-
tion as may be necessary in order to determine the amounts due such
provider or other person under this part for the period with respect
to which the amounts are being paid or for any prior period.

Duration of Services
Sec. 1834. (a) Payment under this part may not be made for home

health services furnished an individualduring any calendar year after
such services have been furnished to him during such year for 100
visits. The number of visits to be charged for purposes of the limita-
tion in the preceding sentence, in connection with items and services
described in section 1861(m), shall be determined in accordance with
regulations.

(b) For purposes of subsection (a), home health services shall be
taken into account only if payment under this part is or would be,
except for this section or the failure to comply with the request and
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certification requirements of or under section 1835(a), made with
respect to such services.

Procedure for Payment of Claims of Providers of Services
Sec. 1835. (a) Payment for services described in section 1832(a) (2)

furnished an individual may be made by to providers of services which
are eligible therefor under section 1866 a), and only if-

(1) written request, signed by such individual except in cases
in which the Secretary finds it impracticable for the individual to
do so, is filed for such payment in such form, in such manner, with-
in such time, and by such per-son or persons as the Secretary may
by regulations prescribe; and

(2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appropri-
ate to the case involved. as may be provided by regulations) that-

(A) in the case of home health services (i) such services
are or were required because the individual is or was confined
to his home (except when receiving items and services referred
to in section 1861 (m) (7)) and needed skilled nursing care on
an intermittent basis, or physical or speech therapy, (ii) a
plan for furnishing such services to such individual has been
established and is periodically reviewed by a physician, and
(iii) such services are or were furnished while the individual
is or was under the care of a physician; and

(B) in the case of medical and other health services, such serv-
ices are or were medically required.

To the extent provided by regulations; the certification and recerti-
fication requirements of paragraph (2) shall be deemed satisfied
where, at a later dale, a physician makes a certification of the kind
provided in subparagraph (A) or (B) of paragraph (2) (whichever
would have applied), but only where such certification is accompanied
by such medical and other evidence as may be required by such
regulations.

(b) No payment nay be made under this part to any Federal pro-
vider of services or other Federal agency, except a provider of serv-
ices which the Secretary determines is providing services to the pub-
lic generally s a community institution or agency; and no such pay-
ment may be made to any provider of services or other person Vor
any item or service which such provider or person is obligated by a
law of, or a contract with, the United States to render at publi
expense.

Eligible Individuals
Sec. 1836. Every individual who-

(1) has attained the age of 65, and
(2) is a resident of the United States, and is (A) a citizen

or (B) an alien lawfully admitted for permanent residence wow
has resided in the United States continuously during the 10 years
immediately. preceding the month in which he applies for en-
rollment under this part,

is eligible to enroll in the insurance program. established by this part.
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Enrollment Periods

Sec. 1837. (a) An individual may enroll in the insurance program
established by this part only in such manner and form as may be
prescribed by regulations, and only during an enrollment period pre-
scribed in or under this section.

(b)((1) No individual may enroll for the first time tnder this
part more than 3 years after the close of the first enrollment period
during which he could have enrolled under this part.

(2) An individual whose enrollment under this part has ter-
minated may not enroll for the second time under this part unless he
does so in a general enrollment period (as provided in subsection (e) )
which begin within 3 years after the effective date of such termination.
No individual may enroll under this part more than twice.

(c) In the case of individuals who first satisfy paragraphs (1) and
(2) of section 1836 before July 1, 1966, the initial general enrollment
period shall begin on April 1, 1966, and shall en on September 30,
1966.

(d) In the case of an individual who first satisfies paragraphs (1)
and (2) of section 1836 on or after July 1,1966, his initial enrollment
period shall begin on the first day of the third month before the month
in which he first satisfies such paragraphs and shall end seven months
later.

(e) There shall be a general enrollment period, after the period
described in subsection (c), during the period beginning on October
1 and ending on December 31 of each even-numbered year beginning
with 1968.

Coverage Period
Sec. 1838, (a) The period, during which an individual is entitled to

benefits under the insurance program established by this part (here-
inafter referred to as his "coverage period") shall begin on whichever
of the following is the latest:

(1) January 1, 1967; or
(2) (A) in the case of an individual who enrolls pursuant to

mabsection (d) of section 1837 before the month in which he first
satisfies paragraphs (1) and (2) of section 1836, the first day of
such month, or

(B) in the case of an individual who enrolls pursuant to such
subsection (d) in the month in which he first satisfies such para-
graphs, the first day of the month following the month in which
he so enrolls, or

(0) in the case of an individual who enrolls pursuant to such
subsection (d) in the month following the month in which he firstsatisfies such pagragrphs the first day of the second month fol-lowing the month in whick he so enrolls, or

(D) in the case of an individual who enrolls pursuant to such
subsection (d) more than one month following the month in which
he satisfies such paragraphs, the first day of the third month fol-
lowing the month in which he so enrolls, or

(E) in the case of an individual who enrolls pursuant to sub-
section (e) of section 1837, the July I following the month in which
he so enrolls.
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(b) An individuals coverage period shall ontinue until his enroll-
ment has been terminated-

(1) by the filing of notice, during a general enrollment period
described in section 1837(e), that the individual no longer wishes
to participate in the insurance program established by this part,
or

(2) for nonpayment of premiums.
The termination of a coverage period under paragraph (1) shall take
effect at the close of December 31 of the year in which the notice is filed.
The termination of a coverage period under paragraph (2) shall take
effect on a date determined under regulations, which may be deter-
mined so as to provide a grace period (not in excess of 90 days) in
which overdue premiums may be paid and coverage continued.

(o) No payments may be made under this part with respect to the
expenses of an individual unless such expenses were incurred by such
individual during a period which, with respect to him, is a coverage
period.

Amounts of Premiums

Sec. 1839. (a) The monthly premium of each individual enrolled
under this part for each month before 1969 shall be $3.

(b) (1) The monthly premium of each individual enrolled under
this part for each month after 1968 shall be the amount determined
under paragraph (2).

(2) The Secretary shall, between July 1 and October 1 of 1968 and
of each even-numbered year thereafter, determine and promulgate
the dollar amount which shall be applicable for premiums for months
occurring in either of the two succeeding calendar years. Such dollar
amount shall be such amount as the Secretary estimates to be necessary
so that the aggregate premiums for such two succeeding calendar
years will equal one-half of the total of the benefits and administrative
costs which he estimates will be payable from the Federal Supple-
mentary Medical Insurance Trust Fund for such two succeeding calen-
dar years. In estimating aggregate benefits payable for any period,
the Secretary shall include an appropriate amount for a contingency
margin.

(c) In the case of an individual whose coverage period began pur-
,uant to an, enrollment after his initial enrollment period determinedd
pursuant to subsection (c) or (d) of section 1837), the monthly
premium determined under subsection (b) shall be increased by 10
percent of the monthly premium so determined for each.full 12 months
in which he could have been but was not enrolled. For purposes of
the preceding sentence, there shall be taken into account (1) the
months which elapsed between the close of his initial enrollment period
and the close of the enrollment period in which he enrolled, ptus (in
the case of an individual who enrolls for a second time) (2), the months
which elapsed between the date of the termination of his first cover-

age, period and the close of the enrollment period in which he enrolled
for the second time.

(d) If any monthly premium determined under the foregoing pro-
visions of this section is not a multiple of 10 cents, such premium shall
be rounded to the nearest multiple of 10 cents.
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Payment of Premiums

Sec. 1840. (a) (1) In the case of an individual who is entitled to
monthly benefits under section 202, his monthly premiums under this
part shall (except as provided in subsection(d)) be collected by de-
ducting the amount thereof from the amount of such monthly benefits.
Such deduction shall be made in such manner and at such times as the
Secretary shall by regulation prescribe.

(2) The Secretary of the Treasury shall, from time to time, trans-
fer from the Federal Old-Age and Survivors Insurance Trust Fund
or the Federal Disability Insurance Trust Fund to the Federal Sup-
plementary Medical Insurance Trust Fund the aggregate amount de-
ducted under paragraph (1) for the period to which such transfer
relates from benefits under section 202 which are payable from such
Trust Fund. Such transfer shall be made on the basis of a certifica-
tion by the Secretary of Health, Education, and Welfare and shall be
appropriately adjusted to the extent that prior transfers were too
great or too small.

(b) (1) In the case of an individual who is entitled to receive for
a month an annuity or pension under the Railroad Retirement Act of
1937, his monthly premiums under this part shall (except as provided
in subsection (d)) be collected by deducting the amount thereof from
such annuity or pension. Such deduction shall be made in such man-
ner and at such times as the Secretary shall by regulations prescribe.
Such regulations shall be prescribed only after consultation with the
Railroad Retirement Board.

(2) The Secretary of the Treasury shal4 from time to time, transfer
from the Railroad Retirement Account to the Federal Supplementary
Medical Insurance Trust Fund the aggregate amount deducted under
paragraph (1) for the period to which such transfer relates. Such
transfers shall be made on the basis of a certification by the Railroad
Retirement Board and shall be appropriately adjusted to the extent
that prior transfers were too great or too small.

(c) In the case of an individual who is entitled both to monthly
benefits under section 202 and to an annuity or pension under the Rail-
road Retirement Act of 1937 at the time he enrolls under this part,
subsection (a) shall apply so long as he continues to be entitled both
to such benefits and such annuity or pension. In the case of an indi-
vidual who becomes entitled both to such benefits and such an annuity
or pension after he enrolls under this part, subsection (a) shall apply
if the first month for which he was entitled to such benefits was the
same as or earlier than the first month for which he was entitled to such
annuity or pension, and otherwise subsection (b) shall apply.

(d) If an individual to whom subsection (a) or (b) applies esti-
mates that the amount which will be available for deduction under such
subsection for any premium payment period will be less than the
amount of the monthly premnumAs for such period, he may (under reg-
ulations) pay to the Secretary such portion of the monthly premizwzs
for suoh period as he desires.

(e) (1) In the case of an individual receiving an annuity under the
Civil Service Retirement Act, or other Act administered by the Civil
Service Commission providing retirement or survivorship protection,
to whom neither subsection (a) nor subsection (b) applies, his monthly
premiums under this part (and the monthly premiums of the spouse of
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such individual wder this part if neither subsection (a) nor subsea-
tion (b) applies to such spouse and if such individual agrees), shall,
upon notice from the Secretary of Health, Education, and Welfare to
theOivil Service Commission, be collected by deducting the amount
thereof from each installment of such annuity. Such deduction shall
be made in such mwner and at such times as the Civil Service Com-
missio may determine. The Civil Service Commissin shall furnish
such information as the Secretary of Health, Education, and Welfare
may reasonably request in order to carry out his functions under this
part with respect to individuals to whom this subsection applies.

(i) The Secretary of the Treasury shall, from time to time, but not
less often than quarterly, transfer from the Civil Service Retirement
and Disability Fund, or the account (if any) applicable in the case of
such other Act administered by the Civil Service Commission, to the
Federal Supplementary Medical Insuranwe Trust Fund the aggregate
amount deduted under paragraph (1) for the period to which such
transfer relates. Such trfer er shall be made on the basis of a certifti
cation by the Civil Service Comission and shall be appropriately
adjusted to the extent that prior transfers were too great or too small.

(f) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of the
preceding provisions of this section (other than subsection (d))
applies, the premiums shall be paid to the Secretary at such times,
and in such manner, as the Secretary shall by regulations prescribe.

(g) Amounts paid to the Secretary under subsection (d) or (f)
shall be deposited in the Treasury to the credit of the Federal Supple-
mentary Medical Insurance Trust Fund.

(h) In the case of an individual who participates in the insurance
program established by this part, premiums shall be payable for the
period commentcirn with the first month of his coverage period and
ending with the month in which he dies or, if earlier, in which his cov-
erage under such program terminates.

Federal Supplementary Medical Insurance Trust Fund

See. 1841. (a) There is hereby created on the books of the Treasury
of the United States a trust fund to be known as the "Federal Supple-
mentary Medical Insurance Trust Fund"' (hereinafter in this section
referred to as.the "Trust Fund'). The Trust Fund shall consist of
such amounts as may be deposited in, or appropriated to, such fund
as provided in this part.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of
the Secretary of the Treaury, the Secretary of Labor, and the Secre-
tary of Health, Education, and Welfare, all ex offiio. The Secretary
of the Treasury shall be the Managing Trustee of the Board of Trustees
(hereinafter in this section referred to as the "Managing Trustee").
The Commnissioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less
frequently than once each calendar year. It shall be the duty of the
Board of Trustees to-

(1) Hold the Trust Fund;
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(2) Report to the Congress not later than the first day of March
of each year on the operation and status of the Trust Fund during
the preceding fiscal year and on its expected operation and status
during the current fcal year and the newt 2 fiscal yewas;

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small and

(4) Review the general policies followed in managing the Trust
Fund, and recommend changes in such policies, including neces-
sary changes in the provisions of law which govern the way in
which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disbursements made from, the Trust Fund
uring the preceding fiscal year, an estimate of the expected

income to, and disbursements to be made from the Trust Fund during
the mcrrent fiscal year and each of the next 2 fiscal years, and a state-
ment of the actuarial status of the Trust Fund. Such report shall be
printed asa House document of the session of the Congress to which
the report is made.

(c) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the
suae price, or (2) by purchase of outstaning obligations at the market

price. The purposes for which obligations of the United States may
be issued under the Second Liberty Bond Act, as amended, are.hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the
basis of market quotations as of the end of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the Untled States then forming a part of the nIblic debt
which are not due or callable until after the expiration of ., years from
the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of I per centum, the rate
of interest on such obligations shall be the multiple of one-egqhth of 1
per centum nearest such market yield. The Managaing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest.

(d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold by
the Managing Trustee at the market price, and such public-debt obli-
gations may be redeemed at par plus accrued interest.

(e) The interest on, and the proceeds from the sale or redemption of,
any obligations held in the Trust Fund shall be credited to and fonn
a part of the Trust Fwlnd.

488



SOCIAL SECURITY AMENDMENTS OF 1965

(f) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal DisabilityInsurance Trust Fund amounts equivalent to the amounts not previ-
ously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts 80
certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. [There shall be transferred periodically (bzt
not less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.] There
shall be transferred periodically (but not less. often than once each
fiscal year) to the Trust Fund from the Railroad Retirement Account
amounts equivalent to the amounts not previously so transferred which
have been recovered under subsection (g) of section 21 of the Railroad
Retirement Act of 1937.

(g) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to make the payments provided for by
this part, and the payments with respect to administrative expenses
in accordance with section 201 (g) (1)

(h) The Managing Trustee shall pay from time to time from the
Trust Fundl such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the costs incurred by the OCiil
Service Commission in making deductions pursuant to section 184 (e).
During each fiscal year, or after the close of such fiscal year, the Civil
Service Commission shall certify to the Secretary the amount of the
costs it incurred in making such deductions, and such certified amount
shall-be the basis for the amount of such costs certified by the Sec-
retary to the Managing Trustee.

Use of Carriers for Administration of Benefits
Sec. 1842. (a) In order to provide for the administration of the

benefits under this part with maxrimrum effiiency and convenience for
individuals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals,
and with a view to furthering coordination of the administration of
the benefits under part A and under this part, the Secretary is au-
thorized to enter into contracts with carriers, including carriers with
which agreements under section 1816 are in effect, which will perform
some or all of the following functions (or, to the extent provided in
such contracts, will secure performance thereof by other organiza-
tions); and, with respect to any of the following functions which in-
volve payments for physicians' serves the Secretary shall to the
extent possible enter into such contracts:

(1) (A) make determinations of the rates and amounts of pay-
ments required pursuant to this part to be made to providers of
services and other persons on a reasonable cost or reasonable
charge basis (as may be applicable);

(B) receive, disburse, and account for funds in making such
payments; and
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(C) make such audits of the records of providers of services
as may be necessary to assure that proper payments are made
under this part;
() (A) determine compliance with the requirements of section

1861 (k) as to utilization review; and
(B) assist providers of services and other persons who furnish

services for which payment may be made under this part in the
development of procedures relating to utilization practices, make
studies of the effectiveness of such procedures and methods for
their improvement, assist in the application of safeguards against
unnecessary utilization of services furnished by providers of

services and other persons to individuals entitled to benefits under
this part, and provide procedures for and assist in arranging,
where necessary, the establishment of groups outside hospitals
(meeting the requirements of section 1861 (k)(2)) to make re-
views of utilization;

(3) serve as a channel of communication of information relat-
ing to the administration of this part; and

(4) otherwise assist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry out
the purposes of this part.

(b) (1) Contracts with carriers under subsection (a) may be entered
into without regard to section 3709 of the Revised Statutes or ainy
other provision of law requiring competitive bidding.

(2) No such contract shall be entered into with any carrier unless
the Secretary finds that such carrier will perform its obligations
under the contract efficiently and effectively and will meet such re-
quirements as to financial responsibility, legal authority, and other
matters as he finds pertinent.

(3) Each such contract shall provide that the carrier-
(A) will take such action as may be necessary to assure that,

where payment under this part for a service is on a cost basis,
the cost is reasonable cost (as determined under section 1861 (v));

(B) will take such action as may be necessary to assure that,
where payment under this part for a service is on a charge basis,
(i) such charge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumstances, to the policyholders and subscribers of the carrier,
and (ii) such payment will be made on the basis of a receipted
bill, or on the basis of an assignment under the terms of which
the reasonable charge is the full charge for the service;

(C) will establish and maintain procedures pursuant to which
an individual enrolled under this part will be granted an oppor-
tunity for a fair hearing by the carrier when requests for pay-
ment under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy;
(D) will furnish to the Secretary such timely information and

reports s he may find necessary in performing his functions un-
der this part; and

(E) will maintain such records and afford such access thereto
as the Secretary finds necessary to assure the correctness and,
verification of the information and reports under subparagraph
(D) and otherwise to carry out the purposes of this part;
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and slall contain such other terms and conditions not inconsistent with
this section as the Secretary may find necessary or appropriate. In de-
termining the reasonable charge for services for purposes of this para-
graph, there shall be taken into consideration the customary charges
for similar services generally made by the physician or other person
furnishing such services, as well as the prevailing charges in the local-
ity for similar services.

(4) Each contract under this section shall be for a term of at least
one year, and may be made automatically' renewable from term to term
in the absence of notice by either party of intention to terminate at the
end of the current term; except that the Secretary may terminate any
such contract at any time (after such reasonable notice and oppor-
tunity for hearing to the carrier involved as he may provhie in regula-
tins) if he finds that the carrier has failed substantially to carry out
the contract or is carrying out the contract in a manner inconsistent
with the efficient and effective administration of the insurance pro-
gram established by this part.

(a) Any contract entered into with a carrier under this section shall
provide for advances of funds to the carrier for the making of pay-
ments by it under this part, and shall provide for payment of the cost
of administration of te carrier, as determined by the Secretary to be
necessary and proper for carrying out the function covered by the
contract.

(d) Any contract with a carrier under this section may require such
carrier or amy of its offers or employees certifying payments or dis-
bursing funds pursuant to the contract, or otherwise participating in
carrying. out the contract, to give surety bond.to the United States in
such amount as the Secretary may deem appropriate.

(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer shall in the absence of gross negligence
or intent to defraud the United States,' be liable with respect to any
payments certified by him under this section.

(2) No disburing officer shall, in the absence of gross negligence or
intent to defraud the United States, be liable with respect to any pay-
ment by him under this section if it was based upon a voucher signed
by a certifying officer designated as provided in paragraph (1) of this
subsection.

(3) No such carrier shall be liable to the United States for any pay-
ments referred to in paragraph (1) or (2).

(f) For purposes of this part, the term carer" mean--
(1) with respect to providers of services awd other persons, a

i.oluntary association, corporation, partnership, or other nongov-
ernmental organization which is lawfully engaged in providing,
paying for, or reimbursing the cost of, health services under group
insurance policies or contracts, medical or hospital service agree-
ments, membership or subscription contracts, or similar group ar-
rangements, in consideration of premiums or other periodic
charges payable to the carrier, including a health benefits plan
duly sponsored or underwritten by an employee organization; and

(2) with respect to providers of services only, any agency or
organisation (not described in paragraph (1)) tith which an
agreement is in effect under section 1816.
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State Agreements for Coverage of Eligible Individuals Who
Are Receiving Money Payments Under Publi Assistance
Programs
Sec. 1843. (a) The Secretary shall, at the request of a State made

before January 1, 1968, enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be en-
rolled under the program established by this part.

(b) An agreement entered into with any State pursuant to subsec-
tion (a) may be applicable to either of the following coverage groups:

(1) tndividazls receiving money payments under the plan of
such State approved wnder title I or title XVIl; or

(B) individuals receiving money payments under all of the
plans of sAuh State approved under titles I, IV, XIV, and XVI;

except that there shall be excluded from any coverage group any in-
dividual who is entitled to monthly insurance benefits under title II or
who is entitled to receive an annuity or pension under the Railroad
Retirement Act of 1937.

(c) For purposes of this section, an individual shall be treated as an
eligible individual only if he is an eligible individual (within the
meaning of section 1836) on the date an agreement covering him is
entered into under subsection (a) or he becomes an eligible individual
(within the meaning of such section) at any time after such date and
before January 1,1968; and he shall be treated as receiving monkey pay-
ments described in subsection (b) if he receives such payments for the
month in which the agreement is entered into or any month thereafter
before January 1968.

(d) In the case of any individual enrolled pursuant to this section-
(1) the monthly premiizn, to be paid by the State shall be de-

termined under section 1839 (without any increase under sub-
section (c) thereof);
-(2) his coverage period shall begin on whichever of the folloao-

ing is the latest:
(A) Jawrlaity 1,1967;
(B) the first day of the third month, following the month

in which the State agreement is entered into;
(C) the first day of the first month in which he is both

an eligible individual and a member of a coverage graop
specified in the agreement under this section; or

(D) such date (not later than January 1, 1968) as may be
specified in the agreement; and

(3) his coverage period attributable to the agreement with the
State under this section shall end on the last day of whichever of
the following first occurs:

(A) the month in which he is determined by the State
agency to have become ineligible for money payments of a
kind specified in the agreement, or

(B) the 'month preceding the first mornt for which he
becomes entitled to monthly benefits under title 1/ or to an
annuity or pension under the Railroad Retirem7ent Act of
193/.

(e) Any individual whose coverage period attributable to the State
agreement is terminated putrsuant to suzbsection (d) (3) shall be deemed
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for purposes of this part (including the continuation of his coverage
period under this part) to have enrolled under section 1837 in the
initial general enrollment period provided by section 1837(c).(f) With respect to eligible individuals receiving rwoney payments
under the plan of a State approved under title I, IV, X, XIT, or
XVI, if the agreement entered into under this section so provides, the
term "carrier" as defined in section 184(f) also includes the State
agency, 8pecifid in such agreement, which administers or supervisesthe administration of the plan of such State approved under title I,
XVI, or XIX. The agreement shall also contam such provisions as
,ill facilitate the financial transactions of the State and the carrier
with respect to deductions, coinsurance, and otherwise, and as will
lead to economy and efficiency of operation, with respect to individuals
receimvng money payments under plans of the State approved under
titles I, IV, X, XlV, and XVI.

Appropriations To Cover Government Contributions and
Contingency Reserve

Sec. 1844. (a) There are authorized to be appropriated from time
to time, out of any moneys in the Treasury not otherwise appropriated,
to the Federal Supplementary Medical Inirance Trust lund, a Gov-
ernment contribution equal to the aggregate premiuwmn payable under
this part.
(b) In order to assure prompt payment of benefits provided under

this part and the administrative expenses thereunder during the earlymonths of the program established by this part, and to provide a
contingency reserve, there is aso authorized to be appropriated, out ofany moneys in the Treasury not otherwise appropriated, to remain
available through the calendar year 1968 for repayable advances
(without interest) to the Trust Fwnd, an amount equal to $18 nvulti-
plied by the number of individuals (as estimated by the Secretary)who could be covered in January 1967 by the insurance program estab-
lished by this part if they had theretofore enrolled under this part.

Part C-Miscellaneous Provisions

Definitions of Services, Institutions, etc.

Sec. 1861. For purposes of this title--

Spel of Illness

(a) The term ",spell of illness" with respect to any individual means
a period of consecutive days-

(1-) beginning with the first day (not included in a previous
spell illness) (A) on 'which such individual is furnished inpatienthospital services or extended care services, and (B) which occurs
in a month for which he is entitled to benefits under part A, and

(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of an extended care facility.

493



494 SOCIAL SECURITY AMENDMENTS OF 1965

Inpatient Hospital Services

(b) The term "inpatient hospital services" means the following
items and services furnished to an inpatient of a hospital and (except
as provided in paragraph (3) ) by the hospital-

(1) bed and board;
(2) such nursing services and other related services, such use of

hospital facilities, and such medical social services as are ordi-
narily furnished by the hospital for the care and treatment of in-
patients, and ,uch drugs, biological, supplies, appliances, and
equipment, for use in the hospital, as are ordinarily furnished by
such hospital for the care and treatment of inpatients; and

(3) such other diagnostic or therapeutic items or services, fur-
nished by the hospital or by others under arrangements with them
made by the hospital, as are ordinarily furnished to inpatients
either by such hospital or by others nmder such arrangements;

excluding, however-
(4-) medical or surgical services provided by a physician, resi-

dent, or intern (other than services provided in the field of pa-
thology, radiohlgy, physiantry, or anesthesiology); and

(5) the serivces of a private-dtty nurse or other private-duty
attendant.

Paragraph (4) shall not apply to services provided in the hospital by
an intern or a resident-in-training under a teaching program approved
by the Coutncii on Medical Education of the Americann Medical Associ-
ation or, in the case of an osteopathic hospital, approved by the Co2m-
mittee on Hospitals of the Bureau of Professio-nal Education, of the
American Osteopathic Association, or, in the case of services in a hos-
nptal or osteopathic hospital by an intern or resident-in-training in the
field of dentistry, approved by the Council on Dental Education of the
Amevrican Dental Association.

Inpatient Psychiatric Hospital Services
A.

(c) 2'he term "inpatient psychiatric hospital services" means 'in-
pattient hospital services fulrn.ished to an 'npatienlt of a psych iratic hos-
pital.

Inpatient Tuberculosis Hospital Services

(d) The term inpatientt tuberculosis hospital services" means iln-
patient hospital services furnished to an inpatient of a tuberculosis
hospital.

Hospital
(e) The term "hospital' (except for purposes of section 181. (d),subsection (a) (2) of this section, paragraph (7) of this subsection,

and subsectiomn (i) and (n) of this section) means an1 instit. tionI
which--

(1) is primarily engaged in prouidinq, by or under the super-
vision of physiciansY, to inpatients (A) diagnostic services and
therapeutic services for medical diaqnosLi, treatment, and care
of injuredd, disabled, or sick persons, or (B) rehabilitation services
for the rehabilitation of injured, disabled, or sick persons,

(2) maintains clinical records on all patients;
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3) has bylaws in efect with respect to its staff of physicians;
4) ha a requirement that every patient must be under the care

of a physician;
(6) provides 24-hour nursing service rendered or supervised

by a registered professional nurse, and has a licensed practical
nurse or registered professional nurse on duty at all times;

(6) has in effect a hopsital utilization review plan which meets
the requirements of subsection (k);

(7) in the case of an institution in any State in which State or
applicable local law provides for the licensing of hospitals, (A)
is licensed pursuant to such law or (B) is approved, by the agency
of such State or locality responsible for licensing hospitals, as
meeting the standards established for such licensing; and

(8) meets such other requirements as the Secretary finds neces-
sary in the interest of the health and safety of individuals who are
furnished services in the institution, except that such other re-
quirements may not be higher than the comparable requirements
prescribed for the accreditation of hospitals by the Joint Com-
missionon Accreditation of Hospitals.

For purposes of subsection (a) (2), such term, includes any institution
which meets the requirem-ents of paragraph (1) of this subsection.
For purposes of sections 1814 (d) (including determination of whether
an individual received inpatient hospital services for purposes of such
section), andu subsections (i) and (n) of this section, such term in-
cludes any instiution which meets the requirements of pararaphs (1),
(2), (3), (4), (6), and (7) of this subsection. Notwithstanding the
preceding provisions of this subsection, such term, shall not, except
for purposes of subsection (a)(2), include any institution which
is primarily for the care and treatment of mental diseases or tuber-
culosis unless it is a tuberculosis hospital (as defined in subsection
(g)) or unless it is a psychiatric hospital (as defined in subsection
(f)). The term "hospital" also includes a Christian Science sana-
toritum operated, or listed and certified, by the First Church of Christ,
Scientist, Boston, Ma.ssachusetts, but only with respect to items and
services ordinarily fuirni.shed by such institution to inpatients, and
payment ,may be mtde with respect to services provided by or insuch
an institution only to sutch extent and lender such conditions, lirnita-
tions, and rereqiremets (in addition to or in lieu of the conditions,
limitations, and requirements otherwise applicable) as may be pro-
vided in regulations. For provisions deeming certain require71mentx
of this subsection to be met in the case of accredited institutions, see
section 1865.

Psychiatric Hospital

(f) The termz "psychiatric hospital" means an institution ,which-
(1) is primarily engaged in providing, by or under the super-

vision of a )hysician, psychiatric services for the diagnosis and
treatment of mentally ill persons;

(2) satisfies the requirements of paragraphs (3) through. (8)
of subsection (e);

(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necesary to determine the
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degree and intensity of the treatment provided to individuals en-
titled to hospital insurance benefits under part A;

(4) meets such staying requirements as the Secretary finds
necessary for the institution to carry out an active program of
treatment for individuals who are furnished services in the in-
stitution; and

(6) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which
also satisfies paragraphs (3) and (4) of such sentence, such distinct
part shall be considered to be a "psychiatric hospitaP' if the institution
is accredited by the Joint Commission on Accreditation of Hospitals
or if such distinct part vbeets requirements equivalent to such accredi-
tation requirements as determined by the Secretary.

Tuberculosis Hospital

(g) The term"tuberculosis hospital" means an institution which-
(1) is primarily engaged in providing, by or under the super-

vision of a physician, medical services for the diagnosis and treat-
ment of tuberculosis;

(2) satisfies the requirements of paragraphs (3) through (8)
of subsection (e);

(3) maintains clinical records on all patients and maintains
such records as the Secretary flnds to be necessary to determine the
degree and intensity of the treatment provided to individuals
covered by the insurance program established by part A;

(4) meets such staf7lng requirements as the ASecretary finds
necessary for the institution to carry out an active program of
treatment for individuals who are furnished services in the in-
stitution; and

(6) is accredited by the Joint Commision on the Accreditation
of Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which also
satisfies paaragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a "tuberculosis hospital" if the institition is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tlom requirements as determined by the Secretary.

Extended Care Services

(h) The term "extended care services" means the following items
and services frnmshed to an inpatient of an extended care facility
and exceptt as provided in paragraphs () and (6)) by such extended
care facility-

(1) nursing care provided by or under the supervision of a
registered professional nurse;

(2) bed and board in connection with the furnishing of iuch
nursing care;

(3) physical, occupational, or speech theirtpy furnished by the
extended care facility or by others under arrangements with them
made by the facility;
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(4 medical social serves;
(5) suh drugs, biologicals, supplies, appliances, and euip-

ment, furnished for use in the extended care facility, as are ordi-
narily furnished. by such facility for the care and treatment of
inpatients;

(6) medical services provided by an intern or resident-in-
training of a hospital with which the facility has in effect a trans-
fer agreement (meeting the requirements of subsection (1)),under a teaching program of such hospital approved as provided
in the last sentence of ubsection (b), and other diagnostic or
therapeutic services provided by a hospital with which the facility
has such an agreement in effect; and

(7) such other services necessary to the health of the patients
as are generally provided by extended care facilities;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

Post-Hospital Extended Care Services

(i) The term "post-hospital extended care services" means extended
care services furnished an individual after transfer from a hospital in
which he was an inpatient for not less than 3 consecutive days before
his discharge from the hospital in connection with such transfer.
For purposes of the preceding sentence, items and services shall be
deemed to have been furnished to an individual after transfer from
a hospital, and he shall be deemed to have been an inpatient in the
hospital immediately before transfer therefrom, if he zs admitted to
the extended care facility within 14 days after discharge from such
hospital, and such individual shall be deemed not to have been dis-
charged from the extended care facility if, within 14 days after dis-
charge therefrom, he is admitted to such facility or any other extended
care facility.

Extended Care Facility
(j) The term "extended care facility" means (except for purposes

of stbsection (a) (2)) an institution (or a distinct part of an institu-
tion) which has in effect a transfer agreement (meeting the require-
mnents of subsection. (1)) with one or more hospitals having agree-
ments in effect under section 1866 and which-

(1) is primarily engaged in providing to inpatients (A)
skilled nwrsi'ng care and related services for patients who require
medical or nursing care or (B) rehabilitation services for the
rehabilitation of injured, disabled, or sick persons;

(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by)
a group of professional personnel, including one or more physi-
cians and one or more registered professional nurses, to govern
the skilled nursing care and related medical or other services it
provides;

(3) has a physician, a registered professional nurse, or a medi-
cal staff responsible for the execution of such policies;

(4) (A) has a reLtiremnent that the health care of every patient
must be under the supervision of a physician, and (B) provides
for having a physician available to furnish necessary medical
care in case of emergency;
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(6) maintains clinical record on all patients;
(6) provides 24-hour nursing service which is sufficient to meet

nursing needs in accordance with the policies developed as pro-
vided in paragraph (2), and has at least one registered profes-
sional nurse employed ful time;

(7) provides appropriate methods and procedures for the dis-
pensing and administering of drugs and biological;

(8) has in effect a utilization review plan which meets the re-
quirements of subsection (k);

(9) in the case of an institution in any? State in which State
or applicable local law provides for the licensing of institutions
of this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing; and

(10) meets such other conditions relating to the health and
safety of individuals who are furnished services in such insti-
tution or relating to the physical facilities thereof as the Sec-
retary may find necessary;

except that such term shall not (other than for purposes of subsection
(a) (B)) include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For purposes of sub-
section (a) (2), such term includes any institution whzch meets the
requirements of paragraph (1) of ths subsection. The term "ex-
tended care facility' also includes an institution (or a distinct part
of an institution) which is operated, or listed and certified, as a Chris-
tian Science nursing home by the First Church of Christ, Scientist, in
Boston, Massachusetts, but only with respect to ztems and services or-
dinarily furnished by such an institution to in-patients, and payment
may be made with respect to services provided by or in such an insti-
tution only to the extent and under such conditions, limitations, and
requirements (in addition to or in lieu of the conditions, limitations,
and requirements otherwise applicable) as may be provided in regu-
lations.

Utilizaton Review

(k) A utilization review plan of a hospital or extended care fa-cility shall be considered sufficient if it is applicable to services fur-
nished by the institution to individuals entitled to insurance benefits
under ths title and if it provides--

(1) for the review, on a sample or other basis, of admissions
to the institution, the duration of stays therein, and the profes-
sional services (including drugs and biological) furnished, (A)
with respect to the medical necessity of the services, and (B) for
the purpose o rooting the most effiient use of available health
facities and services;

(2) for such review to be made by either (A) a staff committee
of the institution composed of two or more physicians, with or
without participation of other professional personnel, or (B) a
group outside the institution which is similarly composed and (i)
wh-ich is established by the local medical society and some or alt
of the hospitals and extended care facilities in the locality, or (ii)
if (and for as long as) there has not been established such a group
which serves such institutir, which is established in such other
manner as may be approved by the Secretary;
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(3) for such review, in each case of inpatient hospital services
or extended care services furnished to such an individual during
a continuous period of extended duration, as of such days of such
period (which may differ for different classes of cases) as may be
specified in regulations, with such review to be made as promptly
as possible, after each day so specified, and in no vent later than
one week following such dayj and

(4) for prompt notifiatzon to the institution the individual,
and his attending physician of any finding (made after opportu-
nity for consultation to such attending physician) by the physician
members of such committee or group that any further stay in the
institution is not medically necessary.

The review committee must be composed as provided in clause (B) of
paragraph (2) rather than as provided in clause (A) of such para-
graph in the case of any hospital or extended care facility where, be-
cause of the small size of the institution, or (in the case of an extended
care facility) because of lack of an organized medical staff, or for such
other reason or reasons as may be included in regulatons, it is im-
npacticable for the institution to have a properly functioning staff
committee for the purposes of this subsection.

Agreements for Transfer Between Extended Care Facilities and Hospitals

(I) A hospital and an extended care facility shall be considered to
have a transfer agreement in effect if, by reason of a written agreement
between them or (in case the two institutions are under common con-
trol) by reason of a written undertaking by the person or body which
controls them, there is reasonable assurance that-

(1) transfer of patients will be effected between the hospital
and the extended care facility whenever such transfer is medically
appropriate as determined by the attending physician; and

(2) there will be interchange of medical and other information
necessary or useful in the care and treatment of individuals trans-
ferred between the institutions, or in determining whether such
individuals can be adequately cared for otherwise than in either of
such institutions.

Any extended care facility which does not have such an agreement in
effect, but which is found by a State agency (of the State in which
such facility is situated) with which an agreement under section 1864
is in effect (or, in the case of a State in which no such agency has an
agreement under section 1864 by the Secretary) to have attempted in
good faith to enter into such an agreement with a hospital affidcently
close to the facility to make feasible the transfer between them of
patients and the information referred to in paragraph (2), shall be
considered to have such an agreement in effect if and for so long as
such agency (or the Secretary, as the case may be) finds that to do so is
in the public interest and essential to assuring extended care services
for persons in the community who are eligible for payments with re-
spect to such services under this title.

Home Health Services

(m) The term home health services means the following items and
services furnished to an individual, who is under the care of a physi-
cian, by a home health agency or by others wonder arrangements with
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them made by such agency, under a plan (for furnishing such items
and services to such individual) established and periodically reviewed
by a physician, which items and services are, except as provided in
paragrap, (7) provided on a visiting basis in a place of residence
used as such iividual's home-

(1) part-time or intermittent nursing care provided by or
under the supervision of a registered professional nurse;

(2) physical, occupational, or speech therapy;
(3) medical social services under the direction of a physician;
(4) to the extent permitted in regulations, part-time or inter-

mittent services of a home health aide;
(6) medical supplies (other than drugs and biologicals), and

the use of medical appliances while under such a plan;
(6) in the case of a home health agency which is affiliated or

under common control with a hospital, medical services provided
by an infern or resident-in-training of such hospital, under a
teaching program of such hospital approved as provided in the
last sentence of subsection (b) ; and

(7) any of the foregoing items and services which are provided
on an outpatient basis, under arrangements made by the home
health agency, at a hospital or extended care facility, or at a
rehabilitation center which meets such standards as may be pre-
scribed in regulations, and-

(A) the furnishing of which involves the use of equip-
ment of such a nature that the items and services cannot
readily be made available to the individual in such place of
residence, or

(B) which are furnished at such facility ohile he is there
to receive any such item or service described in clause (A),

but not including transportation of the individual in connection
i.ith any such item or service;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

Post-.Hospital Home Health Services

(n) The term "post-.hospita home health services" means home
health services furnished an individual within one year after his most
recent discharge from a, hospital of which he was an inpatient for not
less than 3 consecutive days or (if later) within one year after his most
recent discharge from an extended care facility of which he was an
inpatient entitled to payment under part A for post-hospital extended
care services, but only if the plan covering the home health services (as
described in subsection (m) ) is established within 14 days after his
discharge from such hospital or extended care facility.

Home Health Agency
(o) The term "home health agency" means a public agency or pri-

vate organization, or a subdivision of such an agency or organization,
which-

(1) is primarily engaged in providing skilled nursing services
and other therapeutic services

(7) has policies, established by a group of professional person-
nel (associated with the agency or organization), including one or
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more physicians and one or more registered professional nurses,
to govern the services (referred to in paragraph (1)) which it
provides, and provides for supervision of uch services by a phy-
sician or registered professional nurse;

(3 maintains chznical records on all patients;
(4 in the case of an agency or organization in any State in

which State or applicable local law provides for the licensing of
agencies or organizations of this nature, (A) is licensed pursuant
to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or organizations of
this nature, as meeting the standards established for such licens-
ing; and

(6) meets such other conditions of participation as the Secre-
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or
organization;

except that such term shall not include a private organization which
is not a nonprofit organization exempt from Federal income taxation
under section 501 of the Internal Revenue Code of 1954 (or a sub-
division of such organization) unless it is licensed pursuant to State
law and it meets such additional standards and requirements as may
be Prescribed in regulations. The term "home health agency" also
includes a Christian Science visiting nurse service operated, or listed
and certified, by the First Church of Christ, Scientist, in Boston,
7Masslchusetts, but only with respect to items and services ordinarily
furnished by such a visiting nurse service to individuals, and payment
may be made with respect to services provided by such visiting nurse
service only to the extent and under such conditions, limitations, and
requirements (in addition to or in lieu of the conditions, limitations,
and requirementts otherwise applicable) as may be provided in
regulations.

Outpatient Hospital Diagnostic Services

(p) The term "outpatient hospital diagnostic services" means diag-
nostic services-

(1) which are furnished to an individual as an outpatien' by
a hospital or by others under arrangements uwith them made by a
hospital; and

(2) which are ordinarily furnished by such hospital (or by
others under szich arrangements) to its outpatients for the pur-
pose of diagnostic study;

excluding, however-
(3) any item or service if it would not be included under sub-

section (b) if furnished to an inpatient of a hospn'tal; and
(4) any services furnished under such arrangements unless

furnished in the hospital or in other facilities operated by or under
the supervision of the hospital or its organized medical staff.

Physicians' Services

(q) The term "physicians' services" means professional services
performed by physicians, including surgery consultation, and home,
office, and institutional calls (but not including services described in
the last sentence of subsection (b) ).
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Physician

(r) The term "physician", when used in connection with the per-
formance of any function or action, means (1) a doctor of medicine
or osteopathy legally authorized to practice medicine and surgery by
the State in which he performs such function or action (including a
physician within the meaning of section 1101 (a) (7)), or (2) a doctor
of dentistry or of dental or oral surgery who is legally authorized to
practice dentistry by the State in which he performs such function
but only with respect to (A) surgery related to the jaw or any struc-
ture continguous to the jaw or (B) the reduction of any fracture of
the jaw or any facial bone.

Medical and Other Health Services

(s) The term "medical and other health services" means any of
the following items or services (unless they would otherwise constz-
tute inpatient hospital services, extended care services, or home health
services):

(1) (A) physician' services;
(B) chiropractors' services; and
C) podiatrists' services;
2) services and supplies (including drugs and biological

which cannot, as determined in accordance with regulations, be
self-administered) furnished as an incident to a physician's pro-
fessional service, of kinds which are commonly furnished in phy-
sicians' offce and are commonly either rendered without charge
or included in the physicians' bills, and hospital services (includ-
ing drugs and biologzcals which cannot, as determined in accord-
ance with regulations, be self-adtministered) incident to phy-
sicians' services rendered to outpatients;

(3) diagnostic X-ray and laboratory t73ts, and other diagnos-
tic tests;

(4) X:ray radium, and radioactive isotope therapy, including
materials and services of technicians;

(6) surgical dressings, and splints, casts, and other devices
used for reduction of fractures and dislocations;(6) rental of durable medical equipment, including iron lungs,
oxygen tents, hospital beds, and wheelhairs used in the patient's
home (inchl:ing an institution used as his home);

(7) ambulance service where the use of other methods of trans-
portation is contraindicated by the individual's condition, but
only to the extent provided in regulations;

(8) prosthetic devices (other than dental) which replace all or
part of an internal body organ, including replacement of such de-
sices; and

(9) leg, arm, back, and neck braces, and artificial legs, arms,
and eyes, including replacements if required because of a change
in the patient's physical condition.

No diagnostic tests performed in any laboratory which is independ-
ent of a phyician's office or a hospital shall be included within para-
graph (3) unless suoh laboratory-

(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
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is licensed pursuant to such law, or (B) is approved, by the
agency of such State or locality responsible for licensing estab-
lishments of this nature, as meeting the standards established for
such licensing; and

(11.) meets such other conditions relating to the health and
safety of individuals with respect to whom such tests are per-
formed as the Secretary may find necessary.

Drugs and Biologicals

(t) The term "drugs" and the term biologicalls, except for pur-
poses of subsection (n) (6) of this section, include only (1) such
drugs and biologicals, respectively, as are included (or approved for
inclusion) in the United States Pharmacopoeia, the National Formu-
lary, or the United States Homoeopathic Pharmacopoeia, or in New
Drugs or Accepted Dental Remedies (except for any drugs and
biologicals unfavorably evaluated therein), or (2) combinations
of drugs or biologicals if the principal ingredient or ingredients of
the combinations meet the conditions specified in clause (1), or (3)
such drugs or biological as are approved, by the pharmacy and drug
therapeutics committee (or equivalent committee) of the medical staff
of the hospital furnishing such drugs and biological, for use in such
hospital.

Provider of Services

(u) The term providerr of services" means a hospital, extended care
facility, or home health agency.

Reasonable Cost

(v) (1) The reasonable cost of any services shall be determined in
accordance with regulations establishing the method or methods to be
used, and the items to be included, in determining such costs for various
types or classes of institutions, agencies, and services; except that in
any case to which paragraph (2) or (3) applies, the amount of the pay-
ment determined under such paragraph with respect to the services in-
volved shall be considered the reasonable cost of iuch services. In
prescribing the regulations referred to in the preceding sentence, the
Secretary shall consider, among other things, the principles generally
applied by national organizations or established prepayment organiza-
tions (which have developed such principles) in computing the amowlt
of payment, to be made by persons other than the recipients of services,
to providers of services on account of services furnished to such re-
cipients by such providers. Such regulations may provide for deter-
mination of the costs of services on a per diem, per unit, per capita, or
other basis, may provide for using different methods in different cir-
cuwztances, may provide for the use of estimates of costs of particular
iterms or serveices, and may provide for the use of charges or a per-
centage of charges where this method reasonably reflects the costs.
Such regulations shall (A) take into account both. direct and indirect
costs of providers of services in order that, under the methods of de-
termining costs, the costs with respect to individuals covered by the
insurance programs established by this title will not be borne by indi-
viduals not so covered, and the costs with respect to individuals not so
covered will not be borne by such insurance programs, and (B) provide
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for the making of suitable retroactive corrective adjustments where,
for a provider of services for any fiscal period, the aggregate reimburse-
ment produced by the methods of determining costs proves to be either
inadequate or excessive.

(2) (A) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and in-
patient psychiatric hospital services), or post-hospital extended care
services is in accommodatio more expensive than semi-private ac-
ommodations, the amount taken into account for purposes of paymentunder this title with respect to such services may not exceed an amount
equal to the reasonable cost of such services if furnished in such semi-
private accommodations unless the more expensive accommodations
were required for medical reasons.

(B) Where a provider of services which has an agreement in effect
under this title furnishes to an individual items or services which are
in excess of or more expensive than the items or services with respect to
which payment may be made under part A or part B, as the case may
be, the Secretary shall take into account for purposes of payment to
such provider of services only the equivalent of the reasonable cost of
the items or services wuith respect to wMich such payment may be made.

(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and in-
patient psychiatric hospital services), or post-hospital extended care
services is in accommodations other than but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the
request of the patient nor for a reason which the Secretary determines
is consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A shall be the reasonable
cost of such bed and board furnished in semi-private accommodations
(determined pursuant to paragraph (1)) minus the difference between
the charge customarily made by the hospital or extended care facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

(4) For purposes of this subsection, the term "semi-private accom-
modations" means two-bed, three-bed, or four-bed accommodations.

Arrangements for Certain Services

(w)The term "arrangements" is limited to arrangements under
which receipt of payment by the hospital extended care facility, or
home health agency (whether in its own right or as agent), with respect
to services for which an individual is entitled to have payment made
under this title, discharges the liability of such individual or any other
person to pay for the services.

State and United States

(w) The terms "State" and "United States" have the meaning given
to them by subsections (h) and (i), respectively, of section R10.
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Chiropractors' and Podiatrists' Services

(y) (1) The term "chiropractor" means an individual who is licensed
under State law to practice as a chiropractor in the State; and the term
"chiropractors' services" means services performed by a chiropractor
within the scope of his license.

(2) The term "podiatrist" means an individual who is licensed under
State law to practice as a podiatrist in the State; and the term "podia-
trists' service" means services performed by a podiatrist within the
scope of his license.

Exclusions From Coverage
Sec. 1862. (a) Notwithstanding any other provision of this title, no

payment may be made under part A or part B for any expenses in-
curred for items or services-

(1) which are not reasonable and necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of
a malformed body member;

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by rea-
son of such individual's membership in a prepayment plan or
otherwise) has a legal obligation to provide or pay for;

(3) which are paid for directly or indirectly by a govern-
mental entity (other than under this Act and other than under
a health benefits or insurance plan established for employees of
such an entity), except in such cases as the Secretary may specify;

(4) which are not provided within the United States (except
for emergency inpatient hospital services furnished outside the
United States under the conditions described in section 1814 (f ) ;

(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individuals current
coverage under such part;

(6) which constitute personal comfort items;
(7) where such expenses are for routine physical checkups,

eyeglasses or eye examinations for the purpose of prescribing,
fitting, or changing eyeglasses, hearing aids or examinations
therefor, or immunizations;

(8) where such expenses are for orthopedic shoes or other
supportive devices for the feet;

(9) where such expenses are for custodial care;
(10) where such expenses are for cosmetic surgery or are in-

curred in connection therewith, except as required for the prompt
repair of accidental injury or for improvement of the function-
ing of a malformed body member;

(11) where such expenses constitute charges imposed by im-
mediate relatives of such individual o'u/ members of his house-
hold, or

(12) where such expenses are 'for services in connection with
the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth.

(b) Payment under this title may not be made with respect to any
given item or service to the extent that payment has been made, or
can reasonably be expected to be made (as determined in accordance
with regulations), wlth respect to such item or service, under a work-
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men's comnpensationl law or plan of the United States or a State.
Any payment under this title with respect to any itemr, or service shall
be conditioned an reimbarsenment to the appropriate Tru'st Fund
established by this title whennotice or other information is received
that payment for such item or service has been made under swch a
1(aw or plan.
Consultation With State Agencies and Other Organizations To
Develop Conditions of Participation for Providers of Services

Sec. 1863. In carrying out his functions, relating to determination
of conditions of participation by providers of services, under sub-
sections (e)(8), (f)(4), (g)(4), (j)(10), and (o) (5) of section
1861, the Secretary shall consult with the Health InsLuranwe Benefits
Advisory Council established by section 1867, appropriate State agen-
cies, and recognized national listing or accrediting bodies, and may con-
sult with appropriate local agencies. Such conditions prescribed
under any of such subsections may be varied for different areas or dif-
erent classes of institutions or agencies and mnay, at the request of a
State, provide (subject, in the case of hospitals, to the limitation pro-
vided in section 1861 (e) (8)) higher requirements for such State than
for other States.

Use of State Agencies To Determine Compliance by Providers of
Services With Conditions of Participation

Sec. 1864. (a) The Secretary shall make an agreement 'with any
State which is able andu willing to do so under which the services of
the State health agency or other appropriate State agency (or the
apploprriate local agencies) will be utilized by him for the purpose
of determining whether an institution therein is a hospital or extended
care facility, or whether an agency therein is a home health agency,
or whether a laboratory meets the requirements of paragraphs (10)
at*d (11) of section 186.1(s). To the extent that the Secretary finds it
appropriate, an institution or agency which smch a State (or local)
agency certifies is a hospital, extended care facility, or home health
agency (as those temns are defined in section 1861) nuy be treated as
siwh by the Secretary. The Secretary nmay also, pursuaant. to agree-
1ment, utilize the services of State health agencies and other appropriate
State agencies (and the appropriate local agencies) to do any one or
more of the following: (1) to provide consultative services to institu-
tiotns or agencies to assist them (A) to establish and maintain fiscal
records necessary for purposes of this title, or otherwise to qualify
as hospitals, extended care facilities, or home health agencies, or (B)
to provide information which may be necessary to permit determina-
tion under this title as to whether payments are due and the amounts
thereof, and (2) to provide consultative services to institutions, agen-
cies, or organizations to assist in the establishment of utilization re-
view procedures meeting the require'inents of section, 1861 (k) and
in evatwating their effectiveness.

(b) The Secretary shall pay any such State, in advance or by ,way
of reimbursement, as may be provided in the agreement 'with it (and
may make adjustment s in such payments on account of overpayments
or underpaymnents previously made), for the reasonable cost of per-
forming the furutions specified in subsection (a), and far the Federal
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Hospital/n.simran(lce 7I'l?. F'und's fair' s/aire oIf the c'O.s (a1trfi;btllb'
to the planning and other efforts direlt l to' ,ril (oordinationl of
alrtivities in ca(l'rying out its agrieeimenlt and other ,actiitifes related /tI
the '9rorision of services similar to those for itihichi i,',milnt m,1y/ h),
mlrade under part .A, or related to the facilities and per,';sontl/ r i'e'red
for the provision of such services, or related to nl.lpl'O til/ fthl' qulaliy
of such services,.

Effect of Accreditation

Sec. 1865. An institution shall be deemed to meet the requireire'nl t
of the num.ibered, paragraphs of section 18(l(c) (except paragraph
(6) thereof) if such institution. is accredited (a ( hospital by the Joint
Commission on the Aecreditation of Hospitals. If such Commissiot,
as a co7lnditirl0 ,for anccreditatio'n of a hospital, i'reClircs a( Itili.?ation
review plan orimposes a other re( irement '/which servesstbsl.t it ially/
the. same purpose, the SeereltarI is authoris ed to find that, ll inl.stitll-
tions so accredited by the (Comnmission. com,plI/ ,tlso with sectionI 18I, (e)
(6). In addition, if the ,Secretary finds that accreditation of an insti-
tution. or agenic by the A menrican Oseopathic As..sociatioln or ai11.1/ other
InatioIal accrreli/atioln, body proveides reasonable./asrVIt ,etait any/
or all of the conditions of section 1861 (e), (j), or (o), as the case may
be, are me!t, he,may, to the extent he deems it appropriate, treat such
instittltion or agency as meeting the condilltiol or ' onditionll. wiith,
respect to wh ichl he made such finding.

Agreements With Providers of Services

Sec. 1866. (a) (1) tAny provider of services shall be qualified to par-
ticilpate under this title and shall be eligible for pallynlltsllunder this
title if it files 'with, the Secretary an agreement-

(A ) not to charge, except a.s provided in, paragraph, (;2), (lany
individual or any other person for items or services for' which such
individual is entitled to have payment made under this title (or
for i/iwhich he would be so entitled if slc/eh provider of services had
complied with the procedulrall andt other trequireilmenlts under or
pllrSul(ant to this title or for which suchi proCvider is paid p)'.rsuant
to th e provisions of section 1814 (e), and

(1) to make adequate provision for return (or other disposi-
tion., in accordance with regulations) of anlymo1lneys inlorlre'ly
collecte(l from such ilndividlual or other )pe'.rson.

(2) )(I') provider of services may chalre stuh inldiidtial or other
person (i) the amount of any deducti( imilponsedl ptursuant. to section
1813(a) (1), (a) (R), or (a) (,) or section 1833(b) with respect to such
items (1a(d services (tnot in excess of the amount custolnmarily charged
for such. items and services by suich provider), and (ii) an, aloumnt
equal to 20 per centuln of the reasonable charges for such items and
services (,not in excess of 20 per centumnl of the amount cusltomarily
charged for such items and services by such provider) for 'which, pay-
iment is ?made under part B or, in the case of oaltpatient hospital diag-
nostie sewVrices, for which paytwent is (or may be) made under part A.
In the case of itemnesandsem-ices described in section 1833(c), clause
(ii) of the preceding senteiwe shall be applied by substituting for 20
percent the proportion which is appropriate inaer scth section.

(B) Where a provider of semviees ha-s furnished, at the request of
such individual, ztemr or services which are in excess of or more expen-

507



508 SOCIAL SECURITY AMENDMENTS OF 1965

.'ie than the item11 or .ser'vies lith resper/t to h/hi palymenlt may/ be
made? ulinder this title, such pro 'ider of services nian t /lso crharlge.'i'chind'lidlwl or other p'ers'on for vueh, more)('pen./i;e item-' or )erv(')es
to heerx'ent that the,ntf

l ut/ t tomartily/ 'aredby, it for the items
0(r ,el'vic's ft.'rn/iished itl/ .leqwh,m /est ('1'ceeds the almolun/,l.s11/l '(rily?/
charged by it fort the' item.' orXse' cel'si withrespe'e)t tolu'/li paltymenthmiyhe' made nider this title.
(C) A' pr)'oider of serIeicesmyallso( har'qe (itn surch inhualfor

(1an 1/ehole blood/ furnished himv,/th re.pect to which a dedulthblei.s il.l)posed'under section 1812(a) (3),.exept that (i) any excess of
1sutch charge over the cost tosauchpro,'ider for' the blood shIall be de-
dueled from antyl)paymenl t to.ihll]/r'lovider under this. title. (ii) 1noisuch charge ni.y be imposed for te cost/Jof administrationn of wvich
blood, and (iii) stich chargemiay not be made to the e.tlent. s1ch blood
ha(s been replaced 1on behalf fsof.uch indi, idual or arranqemenlts hae(
been madi for its replacem/enlt on. is. behalf.

(b) ,lAn agreement it/h the Sc(relta'ry lender this.section may be
terminittedl---

(1) by /he pro ider of s'erv'ies a(t such. timenrtl l)trpon vuh
.notice to the S'ecretar1/y and the public as maily be provided in reg'qu-
latio'n.s', except that 'notice of more than (r' months shall notobe
required, or

(2) by theSte'retlar at swuchl time (11an upon.Wh rea.;onalble'
notice to the provider' ofservicest1nd the puiblt as' maliy be speci-
fled in regulations, butonly after thesecretaryy has dleterm;ined
(A) that.-uch) provider of servicesi.s not comply)lng sitbstanlltially
with. the provi.Sions' of such agrteemenlt, or'ulth the pr'misio'n.s'of thi. title alndr'egtilation.s thereu.nder, or (B?)t/at./chl;ro-
vtider of ser vices no longer sulb.stantially meetslthe a()lplicable
p'rovlisio-n of section, 18/61. or (() that sueh provider of services
has failed to proi ide such information, .s the Sec(refet(r / finds nec-

essary to deterermine whetherpayments are or weredu'1e under this
title a'nd theamounts thereof, orha(s refullsed to permitsu1('h exam-
ifawtimw of its fiscal and other records by oron behal/ of the Secre-
tay a(,s ,mzy be 'necessary to verify such information.

A1 n/y termination /shall be applicable--
(3) in uthe case of inpatient hospital Services (including in pa-

tient tulberculo.vsis
l

hospital VseriN'es andinpatient psychiatric hos-
pital services), or post-hospital extended care services, witi
respect to .s-ich service. s f.urni.hed to any individual who is ad-
mitted to the hospital or extended care facility furnishing.such
services on or after the effective date of ,such ter)li(inationl,

(4) (A)( with 'respect to hlome health, service es furnished to an

individual under a plan'n therefor established ator after the effec-
ti've date of suchtgrmlinationl or (B) if a plan is esta(bli.hed before
slwh effective date, with respect to .uch services furnished to swuch
individual after the calendarr year in 'which. svuch terminationiis
effective,(afln

(6) with respect to any ot/ewr itemsaund services furnishedon0orafter the effective (late of .scehIterm inatio'n,.
( ) IVhere an agreement filedunderr this title by a>proider of serv-

ices h1is been term'i'nated by the Secreta(ry,,sulc providerlmay not file
another agreement under this titleZunless the Secretary finds that the



SOCIAL SECURITY AMENDMENTS OF 1965

irea,(orl for/the tle')mtiti}onl, /u, been' emmil'd (and tha therr i.j'rea,'on-
able su.(vulranre that it will not recur.

(d) If the S'ecrtlarly finds that there/i.Y' V1Ubtanltial ft/ilure to1/aike
/itlln e/'e'iu' il accordance'('itlh secti(oln 861 (ok)o Ionfl- faylq-/ ca.e in
It hoxpilal 01or erlnded cr(/'e j/acIil;it/, he Imly, in lilcu. of te'rin'/lting hi.
aeiuiremenI.t i'ith *stch hospital 1or' facility, decide that, wI'ithirrsp/ct
tlay individual admittedd to s.zcwh hospital or facilityy (a./l 1a.Subsequenl

I/cte specified by him, no payment shall be made under, th ix. title for
i)nl)/t lent hovp/it(l ..semri'es ( inIltuding ill patient tulerluloxsi. hospital
servties and il.ipatient psychiatric hospital .selric/es), after the 20th
day! o/fat(1con.tillt.o period of tluch ser'rlice. or forp/o.s-haop)itall er-
f(lnded care s'eir,,ice.s ifter .tw' daty of (I conltinluou.. p'riodl of,futih caren'
(si's rescribed(l iflor1pulrs tlan!t to ireyulationx, as the casetlaqy be.e tSch
decl,'iolvImainy he/bs e .effective 01only fa rter .vlfh hotie to the hospital,or
( in. the case of ,tn er/ended care facility) to the facility and the hospital
or hospitals' itfh which it has aI transfer tglreeme(nt. and to the public,,is ma1y.// be prescribed byreula/ io-0n, and its effectiveness. shall tertlninite
uwh'en the secretaryy fiwds that the reason, therefore hav. been, renw'ved and
t /a there i.s rea.Sonl)able, a1.s.sralne that it /ill/ not rect r. The Sec'retar!y
sh,/lll no/mItke(anIy 'u1ch decision except a after I'Xrronablenotice and
opplotlunify for hearing to the in.stitluion. or tigency a./fected thereby.

Health Insurance Benefits Advisory Council

Sec. 1867. Fior the purpose of advising the Sc1'retary on ta1//lter. of
q'nera/l /po!/ly/in the ad tin stration.i of fthi. t/it//(e (/nd i the formul/t/ion
of /reuItlaion.1sundertlhitii,ile there is here'by 'rrited i 1Health lnsur-
,nce (,inrit. A.d'is0'/ory ('(Iounctil w'ic/lh./hl/ rcoIsist of 16irons, not
other'i.i'e in the' employ of the I i'nit(ed Stti.t, appointedb(y the Secie-,try Iit/io(rt r/f/lt(rd to the ci'ii, /err'ice1ati'.'. TheCe'crt('hry shall/froam
time to titlme appoint ovne of the nmemlbets to xer'e a.s hairman. The
tnemb1rrxssh//l in'tlu/dei/)ernsnVlhoar110 orit.'/tliding inl.fi/eh l related to
hospitall, medical, and otherhealth ativi .ies a(nd at /easxt o0nepe rson
wiho i.s rp/'re.'ntatier of tlhe general p/tlib'c. A ,chmeinber.h/lai holt
o/ffiee for a te'rm of / y/ear(s, except that (11/ /nemher (/p)poi; ted( to fill a(
t/un('-I/ orcct/.rri.ln pritor) tto tlw e'l (trialioo theterm 'or which his
predecels.sorwasz appo ited shall be appointed fto- the reminder of.urioh. t'rm. itdlce.e'f('l that the term's of o/fTcC of the )rtIJme ers first
ftaing of1/C'e,J/1lr'ieXl';r a1 design1tlted by tlhe 'ecr(''ietryl at the time of
i/))ppoilntII'ent, f/oul' at the end of theflr.stiear, four at teoend of tfhe
'second y/ea', four at the end of the third year, tnd foui'at the end of the
fourthi /lyea after the date of (lappoilt)ntmenlt .1A memitbe sh/ll not be
eligible to sver e ('onltinlou.s/l for, /ore than/(, 2 te rm . 71h Secretflhry?
'tuy, at tthef'(oitrto)fhe ('oi/uncil or othertfixe, appo/))it sh special
1(1r'iorsy prof)essional or technical commit teevs aI.ma!y/ be 'u1sefiul in
((arr''/ing (tt this' title. .JM1nmbe'r)s of the Ad(isoti, Council /I(/and inein-
hers'' of (1an11iuc adlvisor or tec/rhnilco/minr itee, t' hie attedliingmeet-
ings or conferences thereof or otherwise serving on business of the
Advisory Cowneil or of such coim miittee, shall be entitled to ,receive com-
pelnsationl at rates fixed by the Secretary., butniot exceeding $100 per
day, rncb/1di(ni/ql,travel time, aii d u'hile so s..eri'ing a'tay from their homes
or 'regular /)phces of busines.v they may be all/ou'd travel expenses, iln-
cludi/ngq per (die-m in lie-u, of .s.ubsiste'nee, as authorized by s.etion 5 of
the Admsiinistratiuve ]xpemnes Act of 1946 (5(I.ASC.('. 7hb-) for per.so.s

r0)
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il. thle governmentt sYervice employed interlitt/entfly. 7'The Advi.iory
('Council shall meet as. frequently a(s the Secretary deems 'necessary.
Upon request of 4 arnmore members, it shall be the duty of the Secre-
tary to call a meeitng of the Advisory C'ouncil.

National Medical Review Committee

Sec. 1868. (a) There is hereby created a National Medical Review
(Cormmittee (hereinafter in this sectio-n referred to as the "Conmmnittee")
which shall consist of ni.in per.:son.inot otherui'se inl the employ of the
IUnited States, appointed by the ,Se'cr'etl y without regard to the civil
service lawts. The S'cr)etlary shall from, tilm to time appoint one of
the memberss to serve as chairman. The memlders shall be selected
fromll amolng ilndilviduasi(l1w1h0 alre represelnt(ltive of organizations and
associations, of professional personnel in the field of medicine and
other individuals who are outstanding in, the field of medicine or in
related fields,; excep httat t leastt one mer-mber shall be representative
of the general, public, anld at least a majority of the members shall be
p)hysicians. Each member shall hold office for a termll of three years,
except that any member appointed to fill a vacancy occrriiyng prior
to the expiration of the telorm forwhich hi.s predecessor ,wa. appointed
shall be a()pointed for tlhe remainderof such term , and except that
the terms of office of the members first taking office shall expire, as
desigllnated by the Secrfetary (It the time of ap/poimenit, three at the
endl of the first year, three at the end of the second year, and three at
the end of the third year' after th1e date of appointment. A w'ember
shall lnot be eligible to serve rontiinuouly/ for more than two te.rms.

(b) Members of the Coanrnittee, while attending meetings or con-
ferelces thereof or otherwise serving can business of the Committee,
shall be entitled to receive compensation a(t rates fixed by the S'ecre-
tary, but not exceeding $100 per day, including travel time, and while
so .sercingy away from their homes or regular places of buZsiness they
may! be allowed travelfe'pemn.es, ilc'ludinlg per diem in lieuL of s-ub-
sistenlce, 1s authorized by section 5 of the Administrative Expen'ses
tAct of 1946 (6 U.S.O. 73b-2) for persons in the Government service
employed intermitntently.

(c) ft shall be the function of the Committee to study the utilization
of hospital (n(ld other medical care andl services for which payment
may bmaemae under thi. title'with a ,vieu'1 to Trefomme)nding any changes
'nhich may seen. desirable in the ,way in,which such care and sireices
are utilized or in the administration of the programs established by
this title, or in the provisoians of this title. The Committee shall
'make an annual report to the Secretary of the results of its study,
including any recommendations it may have with respect thereto,
and such report shall be transmitted p'amnptly by the Secretary to the
('ontress.

(d) The Conmmtittee is authorized to engage such technical assist-
ance a.s m.ay be required to carry out its functions, and the Secretarr
shall, in addition, make available to the Committee such secretarial.
clerical, and other assistance andi such pertinent data obtained and
prepared by the Department of Health, Edc,ation, and Welfare as the
Committee m~ay require to carry out its finetions.
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Determinations; Appeals
.,

Sec. 1869. (a) The determination of whether an individual is
entitled to benefits under part A or part B, and the determination of
the amount of benefits under part A, shall be made by the Secretary
in accordance with regullations prescribed by him.

(b) Any individual dissatisfied with any determination under sub-
section (a.) as to entitlement under part A or part B, or as to amount
of benefits under part A where the matter in controversy is $1,000 or
wore, ,hall be entitled to a hearing thereon by the Secretary to the

sanme extent (as is provided in section W)5 (b), and to judicial review
of the Secretary's final decision after such hearing a. is provided in
section °205 (g).

(c) Any institution, or agency dissatisfied with any determination
by the ,Seccrt(roy thatt i is not a provider of services, or with any
letermirn;atwion (escribedl in section. 1866(b) (2), shall be entitled to a
hearing thereon, by the Secretary (after reasonable notice and oppor-
tlunity for hearing) to the same extent (s is provided in section 206(b),
llan to judicial review of the Secreta7y's final decision after such hear-
;ing a(s s )provided in section 206(g).

Overpayments on Behalf of Individuals

Sec. 1870. (a) Any payment under this title to any provider of
services or other person with respect to any items or services furnished
(lny individual shall be regarded as a( payment to such individual.

(b) Where the Secretary finds that--
(1) more than the correct amount, of payment has been, made

under this title to a. provider of services or other person for items
or service.s furnished an individual and the Secretary determinnes
that, within sluch period as he nmay specify, the excess over the cor-
rect amount cannot be recouped from such provider of services
or other person, or

(2) any payment ha1s been. made under section 1814(e) to a
provider of services or other person for items or services furnished
an individual,

proper adjustment or recovery shall be made with respect to the
(amount in excess of the correct (amount, under regulations prescribed
[(after consultation, iith the Railroad Retiremnent BoarJd)] by the
Secretary, by (A ) decreasing any payment under title II of this Act
lor under the Railroad fRetirement Act of 1937, as the case nmay be,]
to which such individual i.s entitled, or (B) requiring ,tch individual
or his estate to refuind the ramnunt in excess of the correct amount. or
(C) decreasing any payment under title II of this Act or under the
Railroad Retiremen t Act of 1937, as the case may be, payable to the
estate of such individual or to any other person on the basis of the
wages and self-employmelnt income t(or compensation) which were
the basis of the payments to such individual, or (D) by applying any
combination of the foregoing. As soon as practicable after any such
adjustment or recovery is determined to be necessary, the Secretary, for
purposes of thiNs section. section 1817(g), and section 1841(f), shall
certify [(to the Railroad Retirement Board if the adjustment is to be
made by decreasing subsequent payments under the Railroad Retire-

49-643 O--65--pt. 2--1i
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meant Act of 1937)] the amount of the overpayment as to which the
adjustment or recovery is to be mnde.

(c) There shall be no adjustment as provided in subsection (b) of
payments (including payments under section 1814 (e)) to, or recovery
as provided in such subsection by the United States from, any person
who is without fault if such adjustment or recovery would defeat the
purposes of title II of this Act [or of the Railroad Retirement Act of
J937, as the case may be,] or would be against equity and good con-
science.

(d) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any provider of services or other
person where the adjustment or recovery of szch amount is waived
under subsection (c) or where adjustment under subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

Regulations
Sec. 1871. The Secretary shall prescribe such regulations as may

be necessary to carry out the administration of the insurance programs
undce this title. When used in this title, the term 'regulations' means,
unless the context otherwise requires, regulations prescribed by the
Secretary.

Application of Certain Provisions of Title II

Sec. 1872. The provisiCons of sections 206, 208, aun 216(j) and of
subsections (a), (d), (e) ,(f), (h), (i), (j), (k), and (1) of section
205, shall also apply with respect to this title to the same extent as
they are applicable wyith respect to tile II.

Designation of Organization or Publication by Name

Sec. 1873. Designation in this title, by name, of any nongovern-
mental organization or publication shall not be affected by change of
,ntme of such organization or publication, and shall apply to any suc-
cessor organization or publication which the Secretary finds serves the
purpose for which such designationn is made.

Administration

Sec. 1874. (a) [Except as otherwise provided in this title, the in-
surance programs established by this title shall be administered by the
Secretary.] Except as otherwise provided in this title and in the Rail-
road Retirem.ent Act of 1937, the insurance programs established by
this title shall be administered by the Secretary. The Secretary may
perform, any of his functions wider this title directly, or by contract
providing for payment in advance or by way of reimbursement, and
in such installments, as the Secretary may deem necessary.

(b) The Secretary may contract with any person, agency, or insti-
tution to secure on a reimbursable basis such special data, actuarial in-
formnation., and other information as may be necessary in the carrying
out of his functions under this title.
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Studies and Recommendations

Sec. 1875. (a) The Secretary shall carry on studies and develop
recoamnenrdation to be submitted from time to time to the Congress
relating to health care of the aged, including studies and recommenda-
tions concerning (1) the adequacy of existing personnel and facilities
for health care forp'lrposes of the programs under parts A and B; (e)methods for encouraging the further development of efficient and
economical forms of health care which are a constructive alternative
to ilpla.tient hospital care; and (3) the effects of the deductibles and co-
'insurance provisions upon beneficiaries, persons who provide health
services, and the financing of the program.

(b) The Secretary shall make a continuing study of the operation
(and administration of'the insurance programs under parts A and B,
and shall transmit to the Congress annually a report concerning the
o)erat ion of such programs.

T7'TLE XIX-GRANTS TO STATES FOR MEDICAL
A.SS/STANCE PROGRAMS

Appropriation
Sec. 1901. For the purpose of enabling each State, as far as prac-

ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families8oith dependent children and of aged,
hlind, or permaneently and totally disabled in d whose in-
come ano resources are insufficient to meet the costs of necessary ived-
ical services, and (2) rehabilitation and other services to help such
families aand individuals attain or retain capability for independence
or self-care, there is hereby authorized to be appropriated for each
fiscal year a sumL2 sulffciemnt to carry out the purposes of thin title.
The swms made available under th is section, shall be used for making
paymentss to States which have submitted, and had approved by the
Secretary of Health, Education. arnd Welfare, State plans for medical
assistance.

State Plans for Medical Assistance
Sec. 1902. (a) A State plan for medical assistance m7ust--

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by themt, be mandatory ,upon
them;

(2) proic'ide for financial participation bylth eState equal to not
less than. O perCenttm of the non-Federal share of the ex.pendi-
tures under the phtlan. 'ith respect to which payments under section
1903 (ire authorizedl btthi. ittle,; and, effective Juyl 1970,170 pro-
vide for financial participation by the State equal to all of such
non-Federal share;

(3) provide for granting 1an opportunity for a fair hearing
before the State agency to any individual whose claim for 'medical
assistance under the plan is denied or is not acted upon iwith rea-
.soal)le proma.ptness

(j) provide sIch. methods of administration (including methods
relating to the establishment and 'maintenance of personnel .stand-
ards on a merit basis, except that the Secretary shall exercise no
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authority with respect to the selection, tenure of office, and colnpen-
sation of any individual employed in accordance with such
methods, and including provision for utilization of professional
medical personnel in the administration and, where administered
locally, supervision of administration of the plan) as are found
by the Secretary to be necessary for the proper and efficient oper-
ation of the plan;

(6) either provide for the establishment or designation of a
single State agency to administer the plan, or provide for the
establishment or designation of a single State agency to supervise
the administration of the plan, except that the determination of
eligibility for medical assistance under the plan shall be made by
the State or local agency administering the State plan approved
under title I or XVI insofar as it relates to the aged;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the
correctness and verification of such reports;

(7) provide safeguards which restrict the use or disclosure
of information concerning applicants and recipients to purposes
directly connected with the administration of the plan;

(8) provide that all individuals wishing to make application
for medical assistance under the plan shal have opportunity to
do so, and that such assistance shall be furnished with reason-
able promptness to all eligible individuals,

(9) (A) provide for the establishment or designation of a State
authority or authorities which shall be responsible for establish-
ing and maintaining standards for private or public institutions
in which recipients of medical assistance under the plan inay re-
ceive care or services; and

(B) provide that, after Jine 30, 1967, the requirements under
the standards established and maintained by such authority or
authorities shall include any requirements which may be con-
tained in standards established by the Secretary relating to pro-
tection against fire and other hazards to the health and safety of
individuals in such private or public institutions;

(10) provide for making medical assistance available to all
individuals receiving aid or assistance under State plans approved
under titles I, IV, X XIV, and XVI; and--

(A) provide that (except as to care and services described
in paragraph (4) or (14) of section 1905(a)) the medical
assistance made available, to individuals receiving aid or
assistance under any such. State plan-

(i) shall not be less in. amount, duration, or scope than
the medical assistance made available to individuals re-
ceiving aid or assistance under any other Cuch State plan,
and

(ii) shall not be less in anwunt, duration, or scope
than the medical or remedial care and services made avail-
able to individuals not receiving aid or assistance under
any such plan; and

(B) if medical or remedial care and services are included
for any group of individuals who are not receiving aid or
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assistance under any .nuch Stateplan, and lwho do not meet
the income and resources requirements of the one of such
State plan. which is appropriate, as determined in accord-
ance with standards prescribed by the Secretary, provided
(except a(s to care and services described in paragraph (4) or

(14) of section 1905 (a))~
(i) for making medical or remedial care and services

available to all individuals who would, if needy, be eligi-
ble for aid or assistance under anly such State plan and
who have insufficient (as determined in accordance with
comqnprable standardd) irncolae mad resources to meet
the costs of necessary medical or remedial care and serv-
ices, and

(ii) that the medical or remedial care and services
nude available to all individuals not receiving aid or
assistance under any such State plan, shall be equal ini
amount, duration, and scope;

(11) provide for entering into cooperative arrangements with.
the State agencies responsible for adm.ni.stering or u.ipe-rvi.sing
the administration of health services andd voca(tiona(il rehabilitation
se7,rice in the State looking toward maxiamunm utiizati on of
su8c8 services in the provision, of medical as.si.stance underthe
plan;

(12) pro,.ide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
ma,/ select;

(13) provide for inclusion of some institutional and some
nolninsttitionloil care and services, and, effective July 1, 1967, pro-
vide (A) for inclusion. of at least the care and services listed in
clauses (1) through (5) of section 1905 (a), and (B) for payment
of the reasonable cost (as determined in accordance 'with stanld-
ardcs approved by the Secretary and included in the plan) of
inpatient hospital services 1rrovided under the plan;

(14) provide that (A) no deduction, cost sharing, or similar
charge 'will be imposed under the plan on the individual with.
respect to inpatient hospital services furnished him, under the
plan, and (B) any de.uctio-n, cost sharing, or similar charge
imposed 'under the plan with respect to any other medical assist-
ance furni.shed him therewnder, and any enrollment fee, premium,
or similar charge imposedd under the plan,, shall be reasonably
related (as determined in accordance.uwith standards approved by
the Secretary and included in the plan) to the recipient's income
or his income amd resources;

(16) in the case of eligible individualS66 years of age or older
who are covered by either or both of the insurance programs es-
tablished by title XVIII, provide-

(A) for meeting the full cost of any deductible imposed
with respect to any such individual under the insurance pro-
gram established by part A of such title; and

(B) where, under the plan, all of any deductible, cost shar-
ing, or similar charge imposed with respect to any such in-
dividual under the insurance program established by part B
of such title is not met, the portion thereof which is met shall
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be determined an a basis reasonably related (as determined
in accordance with standards approved by the Secretary aOnd
included in the plan) to sulh inlividuac' s i7nome or his in-
come and resources,

(16) prrovide for inclusion, to the extent required by regulations
prescribed by the Secretary, of provisions (conforming to such
regulations) with respect to the furnishing of medical assistance
under the plan, to individuals 'who are residents of the State but
are absent therefrom,;

(17) include reasonable standards (which shall be comparable
for all groups) for determining eligibility for and the extent of
medical (.assistance under the plan which (A) are consistent 'with
the objectives of this title, (B) provide for taking into account
only such income and resources as are, as determiined in accordance
uwith standards prescribed by the Secretary, available to the appli-
cant or recipient and (in the case of any applicant or recipient who
would, if he met the requirements as to need, be eligible for aid or
assistance in the form of money payments under a State plan ap-
proved under title 1, IV, X, XAI, or XVI) as wotld not be dis-
regarded (or set aside for future 'needs) in determining his eligibil-
ity for 7and amount of .sich aid or assistance under such plan, (C)
provide for reasonable evaluation of any such income or resources,
and (D) do not take into account the finalwial responsibility of
any inrlividual for any applicant or recipient of assistance under
the plan. unlesss stucwh appli arnt or recipiernt is such individlul's
spouse or such individual's child who is under age 21 or is blimn
or permanently and totally disabled; andc provide for flexibility
in the application of such standards with respect to income by
taking into account, except to the extent prescribed by the Secre-
tary, the costs (whether in the form of insurance prenwiuLn or
otherwise) incurred for,medical care or for any other type of
remedial care recognized under State hlaw;

(18) provide that no lien,"may be imposed against the property
of any individual prior to his death, on account of medical as-
sistance paid or to be paid on his behalf under the plan (except
iutr.w-aint to the judytment of a court on acroulnt of benefits incor-
rectly paid (an, behalf of .slch individual), and that there shall be
no tadj.utment or recovery (except, in the case of an. individual
'who rwa. 65 years of age or older wh henh received scch assistance,
f'rom his estate, andl then anly after the death, of his surtvibving
spousl.e, if any, and only at a timRw w.hen hle ha.s no sur,)iving child
who is 'under age l21 or is blind or permanently and totally dis-
labled) of any medical .assistance correctly paid on. behalf of such,
individclal 'under the plant

(19) provide such safegullards as lmay be 'necessary to assure that
eligibility for care and ser8'Iices 'under the plan will be determined,
a;nd such. care and services will be provided, in a mannner con,-
sistent with simplicity of administration and the best interests of
the recipients;

(20) 'if the State plan includes medical assistance in behalf of
individuals (5 years of age or older wh o 7are patients in ilinstitutions
for mental diseases-

(A) provide for having in. effect &uch, agreements or other
arrangements with State authorities concerned with mental
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cdise(aes, lan1. where appropriate, lith .such institutions, as
may be necessary for ('arryifng 1out the State plan, includinga1,rr(anlgeme.n,/ts for joint planning and for development of
alternate m methods of care , arlranlgemn'lts. providing a.ssu'rance
of im?mediate readmittiance to institutions where needed for
indivtidlul.s under altel7ate plans of care, and arrangements
providing for access to patients (ind1 facilities, for fiurinishing
informantion0, and for mnu king reports;

(B) provide for Ian individual plan for each h patient
to (arsmv.re that the ins.ititional care provided to him is in his
best ininterests, includingg, to that end. ass urances that there
mill be initial and periodic 'review of his medical an(i other
needs, that hle will be gi ver appropriate medical treatment
within the institution, annd that there will be a periodical
determination of his need for continued treatment in the
insliitultiob;,'

(C) provide for the devcloolne.nt of alternate plants of
care, snaking imaxrinlumn, utilization of available resources,
for recipients 65 years of'age or older who i'outl otherwise
need care in. 1suc instittilttions, i"-(ludidng appropriate medical
treatment and( other aid or a(sitcet'e,' for services referred
to in section :,'(a) (.)(') (;) and (ii) or section l603(a) (4)
(A ) (i) and (i;) whichiar'e )'appropr/) iate for such re'('ciients.
and for .(1/ch patients; (1tand for methods of adm,(iinstration
necessary( to tasIrethathc responsibilitiess of the State (agency
under thie ,State plan with respect to stch/, recipients and such
patient'7ts 'will be effectively carried/ aut; and

(D) provide methods of deternmining the rea(ontable cost
of institutional care for such patients,'

(21) if tile, State plan, includes ,medical assistance in behalf of
indiiidulal//5 /ear.s of age or older w'Iho a(re patients;in public
ini.titultio.nlS for mental dis.eas.s, showl tihat the/Stfate is making
satisfactoryprloprogress toward de:ve/loping and imp)lemen7ting a camz-
prehenl l'e nvltal(1 hi1tlh. prorogam, in/lttding provision for utili-
zt'-tio)n. of community men11.1hl health. ce',iter's,nl,nursing homes, and
other alternati'cs. to care in Il)l;ie i.nslilttitoins for disaseses; and

(22) inclIude descriptions of (A) the kinds and num11 ers of
rofe'ssional/ medicall personnel /r.d supporting staff that will be

uled ;i the admin/nistw1ti/an of thee pla'n and of the responsibilities
they //ill/ hare. (H) the slandatrdls, for private or public inst'itut-
tio'ns iln I/'lch r'cipienlts of medical assistancee 'under the plan
1Iat1'(r(''1vecare'R or sen''i',ce, that will be utilized by the State
aut/hoiity or au1Rhor/ities responsible for establishing and m1ailn-
ta(ilinig s1r/lh St(nldards, (C) tfi cooperative (ar'ang1ements 'with
State h/ealthl. Iage'ncie: a(nld State vocational rehabilitation agencies
fntered(l into 1ritih a view to maxvim.um utilization of and coordina-
tion of the proi/lonf of medical (asxista(nce 'with the services ad-
.milni.tered or sllu)er,'ised bysuch agencies, and (D) other stand-
ards andmlethodsthtthft 1eState will use to assure that medical
or remedial career and services provided to recipients of medical
assistance are of high quality.

Notfuithfstanding paragralrph (6),. f on. January 1. 9K;,S, and onl the
ldte o11 which/ a S'talte stbnlits its plan for approval underf this title,
the State agency icwhich administered dor ie thefIct admini7istratlion
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of the plan of such State approved rnder title X (or title XVI, insofar
(as it relates to the blind) z lasdifferent fronl the State agency which
administered or supervised the administration of the State plan. ap-
proved uaMer title I (or title XVI, insoofar as it relates to the aged),
the State agency which administeredd or vuper'vised the admin station
of such plan approvedunder title X (or title X'VI, insofar as it relates
to the blind) may be designated to administer or supervise the adminlis-
stration of the portion of the State plan for medical assistance which
relates to blind individuals and a different State agency may be estab-
lished or designated to administer or supervise the administration of
the rest of the State plan for medical assistance; and in stch case the
part of the plan which each sLch agency administers, or the administra-
tion of which each. such agency supervises, shall be regarded as a sepa-
rate plan for Lpurposes of this title (except for purposes of )para(ralph
(10)).

(b) The Secretar.y shall approve any plan. which fulfills the con-
ditions specified in subsection (a), except that he shall not aapprove
any plan which imposess, as a condition of eligibility for medical as-
sistance under the plan-

(1) an age requirement of m-ore than 65 years; or
(2) effective Jutl/ 1, 1,967, any age requirement which excludes

any individual who has not attained the age of 21 and7 is or'would,
except for the provisions of secto-n 406(a) (2), be a dependent child
under title IV; or

(3) any residence requirement which excludes any individual
who resides in the State; or

(4) any citizenship requirement which. excludes any citizen of
the United States.

(c) Notiithstanding subsection (b), the Secretary shall not ap-
prove any State plan for medical assistance if he determines that the
approval and operation of the plan uill result in a reduction in aid or
assistance (other than so much of the aid or assistance as is Fprovided
for under the plan of the State approized under this title) provided for
eligible individuals,under a. plan, of s8ch State approved lnder title I,
IV, X, XIV, orXVI.

Payment to States

Sec. 1903. (a) From the sums appropriated therefor, the Secretan/
(except as otherwise provided in this section and section 1117) shall
pay to each State which has a plan approved under this title, for each
quarter, beginning with the quarter commencing January 1,1966-

(1) an amount eoual to the Federal medical assistance per-
centage (as defined in section. 1905(b)) of the total amount ex-
pended during auch. quarter as medical assistance under the State
plan (including expenditures for premiums under part B of title
XVIII, for individuals 'who are recipients of money payments
under a State plan approved under title I.) IV, X, XIV, or XVI,
and other insurance premiums for medical or any other type of
remedial care or the cost thereof) ; plus

(2) an amount equal to 75 per century of so niuch of the suns
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation, or training of skilled profes-
sional medical personnel, and staff directly supporting such per-
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sonnel, of the State agency (or of the local agency administering
the State plan in the political subdivision) ; plus

(3) In amountt equal to 50 per centunm, of the remainder of the
amounts expendedc during ,such quarter a. found neces.(sar by the
Secretary for the proper and e-ficient adlmifatratiCf. of the State
plan.

(b) Notwmithstanding the preceding ;pro'vsimns of this section, the
(amount determined under smuch provisions for anyqState for any
quarter which is attributable to exlpenditu.res tith respect to ilndi-
riduls 63 years of e or older who are patients in institutiaos for
mental di.s'ea.es.shall be paid only to the extent that the State makes
a shouilng satisfactory to the ,Sec]retary that total expenditures from
'Federal, NState. and local sources for mental health services includingg
payments to or in behalf of individuals 'with mental health problems)
/under State rad local public health and public welfare programs for
.such quarter exceed the average of the total expenditures from stch
sources far such services underr &su.ch programs for each quarter of the
fiscal year ending June 30, 1965. For nt(rposes of this subsection,
expenditures for such services for each quarter in the fiscal year end-
ing Jlune 30, 1965, in the case of any State shall be determined on the
basis of the latest data, satisfactory to the Secretary , available to him
at the time of the first determination. by himlunder this subsection for
,swch State; amnd expenditures for such services for any quarter begin-
ningq (after December d31. 1965, in the case of any State shall be deter-
mined on the basis of the latest data, satisfactory to the Secretary,
available to him a(t the time of the determ'inatio-n lnder this subsection
for such State for suech quarter; a.nd determinations so made shall be
conclusive for7prposes of this ssubsection.

(c) (1) If the Secretary finds, on the basis of satisfactory infornma
tionl furnished by a State, that the Federal medical assistance percent-
age for such Stt applicabletlo any quarter in the period beginning
January 1. /966, tand ending with the close of June 30, 1969, is less
than 105 per centuin of the Federal share of medical expenditures by
th eState during the fiscal year ending June 30. 1965 (as determined
under paragraph () ), then 106 per centum of such Federal share
shall be the Federal medical assistance percentage insteadd of the per-
centagne determined ?under section 1905t(b)) for such State for such
qu(artel,and each quarter thereafter occurring in such period and
prior to the first quarter with respect to which such a. finding is not
applicable.

(~) For purl)oses of paragraph (1), the Federal share of medical
expenditures by a State during the fiscal year ending June 30, 1965,
means the percentage 'which the excess of--

(A) the total of the amounts determined under sections 3, 403,
1003, 1403, a(nd 1603 with respect to expenditures by such State
during such year as aid or assistance under its State plans ap-
proved under titles 1. IV. X, XIV. and XVI. over

(B) the total of the amounts which would have been deter-
mined under such. sections with respect to such expenditures dur-
in.q such year if expenditures a(s a i or assistance in the form, of
medical or an.y other type of remedial care had not been counted.

is of the total expenditures as aid or assistance in the form of medical
or any other type of remedial care under such plans during such year.



SOCIAL SECURITY AMENDMENTS OF 1965

(d) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsections
(a), (b), and (c) for such quarter, such estimates to be based on (A) a
report filed by the State containing its estimate of the total sum to
be expended in such quarter in accordance with the provisions of such
subsections, and stating the amount appropriated or made available
by the State ald its political subdivzsons for such expenditures in
such quarter, and if such amount is less than the State's proportionate
share of the total sum of such estimated expenditures, the source or
sources from which the difference is expected to be derived, and (B)
such other investigation as the Secretary may find necessary.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increased to
the extent of any overpayment or underpayment which the Secretary
determines was made under this section to such State for any prior
quarter and with respect to which adjustment has not already been
made under this subsection.

(3) The pro rata share to which the United States is equitably en-
titled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to medical assistance furnished under the State plan shall
be considered an overpayment to be adjusted under this subsection.

(4) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(e) The Secretary shall not make payments under the preceding
provisions of this section to any State unless the State makes a satis-
factory showing that it is making efforts in the direction of broaden-
ing the scope of the care and services made available under the plan
and in the direction of liberalizing the eligibility requirements for
medical assistance, with a view toward furnishing (on or before the
first day of the calendar quarter following the 40-calendar quarter
period beginning with the first calendar quarter for which the plan
is effective) comprehensive care and serves to substantially all in-
dividuals who meet the plan's eligibility standards with respect to
income and resources, including services to enable such individuals
to attain or retain independence or self-care.

Operation of State Plans

Sec. 1904. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer com-

plies with the provisions of section 1902 or
(2) that in the administration of the pian there is a failure to

comply substantially with any such provision;
the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).
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Definitions

Sec. 1905. For purposes of this title-
(a) The term "medical assistance" means payment of part or all

of the cost of the following care and services (if provided in or after
the third month before the month in which the recipient makes appli-
cation for assistance) for individuals who, except for section 46(a)
(2), are (or would, if needy, be) dependent children under title IV
(and are under the age of 21) or who are relatives specified in sec-
tion 406(b) (1) with whom such child2cn are living, or who are 66
years of age-or older, are blind, or are 18 years of age or older and
permanently and totally disabled, bit whose income and resources are
insufficient to meet all of such cost-

(1) inpatient hospital services (other than services in an insti-
tution for tuberculosis or mental diseases);

(2) outpatient hospital services;
3) other laboratory and X-ray services;
(4) skilled nursing home services (other than services in an

'institution for tuberculosis or mental diseases) for individuals 21
years of age or older and dental services for individuals under
the age of e21

(6) physicians' services, whether furnished in the office, the
patient's home, a hospital, or a skilled nursing home, or else-
where;

(6) medical care or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law;

(7) ho ealth care services;
(8) private duty nursing services;
(9) clinic services;
10) skilled nursing home services and dental services for other

individuals;
(11) physical therapy and related services;
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of tXe eye
or0 by an optometrist, whichever the individual may select;

(13) other diagnostic, screening,q preventive, and rehabilitative
services

(14) inpatient hospital services and skilled nursing home serv-
iles in an instittion for tuberculosis or mental disease; and

(15) any other medical care, and any other type of remedial
care recognized under State law. specified by the Secretary;

except tha t such term, does not include-
(A) any such payments with respIect to care or services for any

individual.who is an inmate of a public institution (except as a
patient in a medicalE institution); or

(B) any suwh payments with respect to care or services for anyiindii/dual 1'ho has 'not attained 65 years of age and who is a
patient in an. institution for tuberculosis or mental diseases.

(b) The term, "Federal medical assistance percentage" for any State
shall be 100 per centumn less the State percentage; and the State per-
centage shall be that pereent.age whcieh bears the sameratio to .,5 per
cent'uv, as the square of the per capital income of such State bears to
the square of the per capilta income of the continental United States
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includingg Alaska) and Hawaii; except that (1) the Federal medical
assistance percentage shall in no case be less than 50 per centumn or
more than 83 per centum, and ( F)the Federal medical assistance per-
centage for Puerto Rico, the Virgin Islands, and Guam shall be 55
per centum. The Federal medical assistance percentage for any State
shall be determined and promulgated in accordance with the provisions
of subparagraph (B) of section 1101(a) (8); except that the Secre-
tary shall promulgate such percentage as soon as possible after the
enactment of this title, which promulgation shall be conclusive for
each of the six quarters in the period beginning January 1, 1966, and
ending with the close of Jwne 30,1967.

SOCIAL SECURITY AMENDMENTS OF 1960

(Act of September 13,1960)
State and Local Governmental Employees

Sec. 102. * * *
* * * * * * *

Certain Employees in the State of California

(k) (1) Notwithstanding any provision of section 218 of theSocial
Security Act, the agreement with the State of California heretofore
entered into pursuant to such section may at the option of such State
be modified, at any time prior to 1962, pursuant to subsection (c) (4)
of such section 218, so as to apply to services performed by any indi-
vidual who, on or after January 1, 1957 and on or before December
31, 1959, was employed by such State (or any political subdivision
thereof) in any hospital employee's portion which, on September 1,
1954, was covered by a retirement system, but which, prior to 1960,
was removed from coverage by such retirement system if, prior to
July 1, 1960, there have been paid in good faith to the.Secretary of
the Treasury, with respect to any of the services performed by such
idividual in any such position, amounts equivalent to the sum of the
taxes which would have been imposed by sections 3101 and 3111 of
the Internal Revenue Code of 1954 if such services had constituted
employment for purposes of chapter 21 of such Code at the time they
were performed. Notwithstanding the provisions of subsection (f)
of such section 218 such modification shall be effective with respect
to (1) all services performed by such individual in any such position
on or after January 1, 1960, and (2) all such services, performed before
such date, with respect to which amounts equivalent to such taxes have,
prior to the date of enactment of this subsection, been paid.

(2) Such agreement, as modified pursuant to paragraph (1), mray
at the option of such State be further modified, at any time prior to
the seventh month after the month in which this paragraph is enacted,
so as to apply to services performed for any hospital affected by such
earbler modification by any individual wbo after December 31, 1959.
is or was employed by such State (or any political subdivision thereof)
in any position described in paragraph (1). Such modification shEall
be elective with respect to (A) all services performed by such in-
dkiidual in any such position on or ifter January 1, 1962, and (B)
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all such services, performed before such date, with respect to which
amounts equivalent to the swum of the taxes which would have been
inposed by sectionn 3101 and 3111 of the Internal Revenue Code of
1964 if such services had constituted employment for purpose of
chapter 21 of such Code at the time they were performed have, priorto the date of the enactment of thi paragraph, been paid.

* * * * * * *

Employees of Nonprofit Organizations
Sec. 105. [(b) (1) If-

[(A) an individual performed service in the employ of an
organization after 1950 with respect to which remuneration was
paid before July 1, 1960, and such service is expected from em-
ployment under section 210(a) (8) (B) of the Social Security Act.
[(B) such service would have constituted employment as de-

fined in section 210 of such Act if the requirements of section 3121
(k) (1) of the Internal Revenue Code of 1954 (or corresponding
provisions of prior law) were satisfied,
[(C) such organization paid before August 11, 1960, any

amount, as taxes imposed by sections 3101 and 3111 of the Internal
Revenue Code of 1954 (or corresponding provisions of prior law),
with respect to such remuneration paid by the organization to the
individual for such service,
[(D) such individual (or a fiduciary acting for such individual

or his estate, or his survivor (within the meaning of section 205
(c)(l)(C) of the Social Security Act)) requests that such re-
muneration be deemed to constitute remuneration for employ-
ment for purposes of title II of the Social Security Act, and
[(E) the request is made in such form and manner, and with

such official, as may be prescribed by regulations made by the
Secretary of Health, Education, and Welfare,

then, subject to the conditions stated in paragraphs (2), (3), and (4),
the remuneration with respect to which the amount has been paid as
taxes shall be deemed to constitute remuneration for employment for
purposes of title II of the Social Security Act.

[(2) Paragraph (1) shall not apply with respect to an individual
unless the organization referred to in paragraph (1) (A)-

[(A) on or before the date on which the request described in
paragraph (1) is made, has filed a certificate pursuant to section
3121(k)(1) of the Internal Revenue Code of 1954 (or corre-
splonding provisions of prior law), or

[(13) no longer has any individual in its employ for remunera-
tion at the time such request is made.

[(3) Paragraph (1) shall not apply with respect to an individual
who was in the employ of the organization referred to in paragraph
(2) (A) at any time during the 24-month period following the cal-
endar quarter in which the certificate was filed, unless the organiza-tion paid an amount as taxes under sections 3101 and 3111 of the
Internal Revenue Code of 1954 (or corresponding provisions of prior
law) with respect to remuneration paid by the organization to the
employee during some portion of such 24-month period.((4) If credit or refund of any portion of the amount referred to
in paragraph (1)(C) (other than a credit or refund which would
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be allowed if the service constituted employment for purposes of
chapter 21 of the Internal Revenue Code of 1954) has been obtained,
paragraph (1) shall not apply with respect to the individual unless
the amount credited or refunded (including any interest under section
6611) is repaid before January 1, 1963.
[(5) If-

(A) any remuneration for service performed by an individual
is deemed pursuant to paragraph (1) to constitute remuneration
for employment for purposes of title II of the Social Security
Act,
[(B) such individual performs service, on or after the date

on which the request is made, in the employ of the organization
referred to in paragraph (1) (A), and
[(C) the certificate filed by such organization pursuant to sec-

tion 3121 (k) (1) of the Internal Revenue Code of 1954 (or cor-
responding provisions of prior law) is not effective with respect
to service performed by such individual before the first day of
the calendar quarter following the quarter in which the request
is made,

then, for purposes of clauses (ii) and (iii) of section 210(a) (8) (B)
of the Social Security Act and of clauses (ii) and (iii) of section
3121(b) (8) (B) of the Internal Revenue Code of 1954 such individ-
ual shall be deemed to have become an employee of such organization
(or to have become a member of a group described in section 3121
(k) (1) (E) of such Code) on the first day of the calendar quarter
following the quarter in which the request is made.]

(b)(1) If-
(A) an individual performed service in the employ of an or-

ganization with respect to which remuneration was paid before
the first day of the calendar quarter in which the organization
filed a waiver certificate pursuant to section 312.1(k) (1) of the
Internal Revenue Code of 1954, and such service is excepted from
employment under section 210(a) (8) (B) of the Social Security
Act,

(B) 'such service would have constituted employment as defined
in section 210 of such Act if the requirements of section 3121(k)
(1) of sich Code were satisfied,

(C) such organization paid, on or before the due date of the
taxo return for the calendar quarter before the calendar quarter i
.which the organization fled a certificate )puur.ant to section 3121
(k) (1) of such Code, any amount, as taxes imposed by sections
3101 and 3111 of .such Code, with respect to such remuneration
paid by the organization to the individual for such service,

(D) such individual, or a fiduciary acting for such individual
or his estate, or his survivor (within the meaning of section 206
(c)(1) (C) of such Act), requests that such remuneration be
deemed to constitute remuneration for employment for nmrposes
of title II of such Act, and

(E) the request is made in such fo17, aind manner, and with
such official, as may be prescribed by regulations made--by the
Secretary of Health, Education, and Welfare,

then, subject to the conditions stated in paragraphs (2), (3), (4), and
(6), the remuneration with respect to which the amount has been paid

524



SOCIAL SECURITY AMENDMENTS OF 196 5

as taxes shall be deemed to constitute remuneration for employment
for purposes of title II of such Act.

(2) Paragraph (1) shall not apply with respect to an individual
unless* the organization. referred to in paragraph (1) (A), on or before
the date on which the request described in paragraph (1) is made, has
filed a certificate pursuant to section 3121 (k) (1) of such Code.

(3) Paragraph (1) .hall not apply with respect to an individual
who is employed by the organization referred to in paragraph (2)
on the date the certificate is filed.

(4) If credit or refund of any portion of the amount referred to in
paragraph (1) (C) (other than a credit or refund which would be
allowed if the service constituted employment for purposes of chapter
21 of such Code) hxa been obtained, paragraph (1) shall not apply
with respect to the individual unless the amount credited or refunded
(including any interest under section, 6611 of swch Code) is repaid
before January 1, 1968, or, if later, the first day of the third year after
the year in which the organization filed a certificate pursuant to sec-
tion3121 (k) (1) ofsuch Code.

(5) Paragraph (1) shall not apply to any service performed for
the organization in a period for which a certificate filed putrs:uant to
section 3121 (k) '( ) of such (Code is not in effect.

Computations and Recomputations of Primary Insurance
Amounts

Sec.303. * * *
* * * * * * *

(g) (1) In the case of any individual who both was fully insured
and had attained retirement age prior to 1961 and (A) who becomes
entitled to old-age insurance benefits after 1960, or (B) wlm dies
after 1960 without being entitled to such benefits, then, [not with-
standing the amendments made by the preceding subsections of this
section,] notwithstanding the amendnwnts made by the preceding sub-
sections of this section, or the amendments made by section 302 of the
Social Seurity Amendments of 1965, the Secretary shall also com-
pute such individual's primary insurance amount on the basis of such
individual's average monthly wage determined under the provisions
of section 215 'of the Social Security Act in effect prior to the enact-
ment of this Act with a closing date determined under section 215
(b) (3) (B) of sucl Act as then in effect, but only if such closing date
would have been applicable to such computation had this section not
been enacted. If the primary insurance amount. resulting from the
use of such an average monthly wage is higher than the primary in-
suranlce amount resulting from the use of an .average monthly wage
determined pursuant, to the provisions of section 215 of the Social
Security Act, as amended by the [Social Security Amendments of
1960,] Social Security Amendments of 1960, or (if such individual
becomes entitled to old-age insurance benefits after 1966, or dies after
1965 without becoming so entitled) as amended by the Social Security
Amendments of 1965, such higher primary insurance amount shall be
the individual's primary insurance amount for purposes of such sec-
tion 215. The terms used in this subsection shall have the meaning
assigned to them by title II of the Social Security Act; except that
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the terms "fully insured" and "retirement age" shall have the mean-
ing assigned to them by such title II as in effect on September 13,1960.

(2) Notwithstanding the amendments made by the preceding sub-
sections of this section, in the case of any individual who was entitled
(without regard to the provisions of section 223(b) of the Social Se-
curity Act) to a disability insurance benefit under such section 223
for the month before the month in which he became entitled to an
old-age insurance benefit under section 202 (a) of such Act, or in which
he died, and such disability insurance benefit was based upon a pri-
mary insurance amount determined under the provisions of section
215 of the Social Security Act in effect prior to the enactment of this
Act, the Secretary shall, in applying the provisions of such section
215(a) (except paragraph (4) thereof), for purposes of determining
benefits payable under section 202 of such Act on the basis of such in-
dividual's wages and self-employment income, determine such indi-
vidual's average monthly wage under the provisions of section 215
of the Social Security Act in effect prior to the enactment of this Act.
The provisions of this paragraph shall not apply with respect to any
such individual, entitled to such old-age insurance benefits, (i) who
applies, after 1960, for a recomputation (to which he is entitled) of
his primary insurance amount under section 215(f) (2) of such Act,
or (ii) who dies after 1960 and meets the conditions for a recomputa-
tion of his primary insurance amount under section 215 (f) (4) of such
Act.

* * * * * * *

SOCIAL SECURITY AMENDMENTS OF 1958
(Act of August 28, 1958)

* * * * * * *

Teachers in the State of Maine
Sec. 316. For the purposes of any modification which might be made

after the date of enactment of this Act and prior to [July 1, 1965]
July 1, 1970, by the State of Maine of its existing agreement made
under section 218 of the Social Security Act, any retirement system
of such State which covers positions of teachers and positions of other
employees shall, if such State so desires, be deemed (notwithstanding
the provisions of subsection (d) of such section) to consist of a sepa-
rate retirement system with respect to the positions of such teachers
and a separate retirement system with respect, to the positions of such
other employees; and for the purposes of this sentence, the term
"teacher" shall mean any teacher, principal, supervisor, school nurse,
school dietitian, school secretary or superintendent employed in any
public school, including teachers in unorganized territory.

* * *I * * * *
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SOCIAL SECURITY AMENDMENTS OF 1956

(Act of August 1, 1956)
* * * * * * *

Advisory Council on Social Security Financing
Sec. 116. * * *

* * * * * * *

[(e) During 1963, 1966, and every fifth year thereafter, the Secre-
tary shall appoint an Advisory Council on Social Security Financing,
with the same functions, and constituted in the same manner, as pre-
scribed in the preceding subsections of this section. Each such Coun-
cil shall report its findings and recommendations, as prescribed in sub-
section (d), not later than January 1 of the second year after the year
in which it is appointed, after which date such Council shall cease to
exist, and such report and recommendations shall be included in the
annual report of the Board of Trustees to be submitted to the Congress
not later than the March 1 following such January 1.]

SOCIAL SECURITY AMENDMENTS OF 1954
(Act of September 1, 1954)

* * * * * * *

Increase in Benefit Amounts
Sec. 102. * * *

* * * * ** *

(f) * * *

(2)(A) The amendment made by subsection (b) (2) shall be ap-
plicable only in the case of monthly benefits for months after August
1954, and the lump-sum death payment in the case of death after
August 1954, based on the wages and self-employment income of an
individual (i) who does not become eligible for benefits under section
202 (a) of the Social Security Act until after August 1954, or (ii) who
dies after August 1954, and without becoming eligible for benefits
under such section 202(a), or (iii) who is or has been entitled to have
his primary insurance amount recomputed under section 215 (f) (2) of
the Social Security Act, as amended by subsection (e) (2) of this sec-
tion, or under subsection (e) (5) (B) of this section, or (iv) with re-
spect to whom not less than six of the quarters elapsing after June 1953
are quarters of coverage (as defined in such Act) or (v) who files an
application for a disability determination which is accepted as an

application for purposes of section 216(i) of such Act, or (vi) who dies
after August 1954, and whose survivors are (or would, but for the
provisions of section 215(f) (6) of such Act, be) entitled to a recompu-
tation of his primary insurance amount under section 215(f) (4) (A)
of such Act, as amended by this Act. For purposes of the preceding
sentence an individual shall be deemed eligible for benefits under sec-
tion 202(a) of the Social Security Actfor any month if he was, or
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would upon filing application therefor in such month have been, en-
titled to such benefits for such month.

1(B) In the case of any individual entitled to old-age insurance
benefits under section 202(a) of the Social Security Act who was or,
upon filing application therefor, would have been entitled to such
benefits for August 1954, to whom subparagraph (A). is inapplicable,
and with respect to whom not less than six of the quarters elapsing
after June 30, 1953, are quarters of coverage, the Secretary of Health,
Education, and Welfare shall, notwithstanding the provisions of sec-
tion 215(f)(1) of the Social Security Act, recompute the primary
insurance amount of such individual but only upon the filing of an
application, after August 1954, by him or if he dies without filing
such an application, by any person entitled to monthly survivors
benefits under section 202 of such Act on the basis of such individual's
wages and self-employment income. Such recomputation shall be
made in the manner provided in section 215 of the Social Security
Act as in effect prior to the enactment of the Social Security Amend-
ments of 1960 for computation of such individual's primary insurance
amount, except that the provisions of subsection (f) of such section
(other than pararaaph (3)(C) thereof) shall not be applicable for
purposes of such computation, and except that his closing date, for
purposes of subsection (b) of such section, shall be determined as
though he became entitled to old-age insurance benefits in the month
in which he filed such application for. recomputation or, if he died
without filing such application, the month in which he died. Such
recomputation shall be effective (i) if the application is filed by such
individual, for and after the twelfth month before the month in which
the application therefor was filed by such individual but in no case
before the first month of the quarter which is such individual's sixth
quarter of coverage acquired after June 30, 1953, or (ii) if such appli-
cation was filed by a person entitled to monthly survivors benefits un-
der section 202 of the Social Security Act on the basis of such individ-
ual's wages and self-employment income, for and after the first month
for which such person was entitled to such survivors benefits. INo
such recomputation of an individual's primary insurance amount shall
be effective unless it results in a higher primary insurance amount for
him; nor shall any such recomputation of an individual's primary
insurance amount be effective if such amount has previously been
recomputed under this subsection.]

* * * * * * *

INTERNAL REVENUE CODE OF 1954
SEC. 213. MEDICAL, DENTAL, ETC, EXPENSES

* * * * * * *

(c) IEFINrITINS.-For purposes of this section-
[(1) The term medicall care" means amounts paid-

[(A) for the diagnosis, cure, mitigation, treatment, or pre-
vention of disease, or for the purpose of affecting any struc-
ture or function of the body (including amounts paid for ac-
cident or health insurance), or
[(B) for transportation primarily for and essential to

medical care referred to in subparagraph (A).]
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(1) The term "medical care" means amounts paid-
(A) for the diagnosis, cure, mitigation, treatment or pre-

vention of disease, or for the purpose of affecting any struc-
ture or function of the body,

(B) for transportation primarily for and essential to med-
ical care referred to in subparagraph (A), or

(0) for insurance (including amounts paid as premriuw
under part B of title XVIII of the Social Security Act, relat-
ing to supplementary medical insurance for the aged) cover-
ing medical care referred to in subparagraphs (A) and (B).

(2) In the ease of an insurance contract under which amounts
are payable for other than medical care referred to in subpara-
graphs (A) and (B) of paragraph (1)-

(A) no amount shall be treated as paid for insurance to
which paragraph (1) (C) applies unless the charge for such
iwnuranee is either separately stated in the contract, or fur-
nished to the policywolder by the insurance company in a
separate statement,

(B) the amount taken into account as the amount paid for
such insurance shall not exceed such charge, and

(C) no amount shall be treated as paid for such insurance
if the amount specified in the contract (or furnished to the
policyholder by the insurance company in a separate state-
ment) as the charge for such insurance is unreasonably large
in relation to the total charges under the contract.

(3) Subject to the limitations of paragraph ()), premiums paid
during the traable year by a taxpayer before he attains the age of
65 for insurance covering medical care (within the meaning of
subparagraphs (A) and (B) of paragraph (1)) for the tax-
payer, his spouse, or a dependent after the taxpayer attains the
age of 65 shall be treated as expenses paid during the taxable
year for insurance which constitutes medical care if premiums for
such insurance are payable (on a level payment basis) ander the
contract for a period of 10 years or more or until the year in which
the taxpayer attains the age of 65 (but in no ease for a period of
les than 5 years).
[(2)] (4) The determination of whether an individual is mar-

ried at any time during the taxable year shall be made in accord-
ance with the provisions of section 6013(d) (relating to determi-
nation of status as husband and wife).
* * * * * * *

(g) MAXIMUM LIMITATION IF TAXPAYER OR SPOUSE [HAS ATTAINED
AGE 65 AND] Is DISABLED.-
(1) SPECIAL RuLFE.-Subject to the provisions of paragraph (2),

the deduction under this section shall not exceed-
(A) $20,000, if the taxpayer [has attained the age of 65 be-

fore the -close of the taxable year and] is disabled, or if his
spouse [has attained the age of 65 before the close of the tax-
able year and] is disabled and if his spouse does not make a

separate return for the taxable year, or
(B1) $40,000, if both the taxpayer and his spouse [have at-

tained the age of 65 before the close of the taxable year and]
are disabled and if the taxpayer files a joint return with his
spouse under section 6013.
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(2) AMOUNTS TAKEN INTO ACCOUNT.-For purposes of para-
graph (1)-

(A) amounts paid by the taxpayer during the taxable year
for medical care, other than amounts paid for-

(i) his medical care, if he [has attained the age of 65
before the close of the taxable year and] is disabled, or

(ii) the medical care of his spouse, if his spouse [has
attained the age of 65 before the close of the taxable year
and] is disabled, shall be taken into account only to the
extent that such amounts do not exceed the maximum
limitation provided in subsection (c) which would (but
for the provisions of this subsection) apply to the tax-
payer for the taxable year;

(B) if the taxpayer [has attained the age of 65 before the
close of the taxable year and] is disabled amounts paid by
him during the taxable year for his medical care shall be
taken into account only to the extent that such amounts do
not exceed $20,000; and

(C) if the spouse of the taxpayer [has attained the age of
65 before the close of the taxable year and] is disabled,
amounts paid by the taxpayer during the taxable year for the
medical care of his spouse shall be taken into account only to
the extent that such amounts (do not exceed $20,000.

(3) MEANING OF DISABLED.-For purpose of paragraph (1), an
individual shall be considered to be disabled if he is unable to
engage in any substantial gainful activity by reason of any med-
ically determinable physical or mental impairment which can be
expected to result in death or to be of long-continued and indefi-
nite duration. An individual shall not be considered to be dis-
abled unless he furnishes proof of the existence thereof in such
form and manner as the Secretary or his delegate may require.

(4) D'TERMINATION OF STATUS.-For purposes of paragraph
(1), the determination as to whether the taxpayer or his spouse is
disabled shall be made as of the close of the taxable year of the tax-
payer, except that if his spouse dies during such taxable year
such determination shall be made with respect to his spouse as of
the time of such death.

CSEC. 1401. RATE OF TAX.

[In addition to other taxes, there shall be imposed for each taxable
year, on the self-employment income of every individual, a tax as
follows:

[(1) in the case of any taxable year beginning after )ecem-
ler 81, 1961, and before January 1 1963, the tax shall be equal tc
4.7 percent of the amount of the seif-employment income for such
taxable year;[(2) in the case of any taxable year beginning after Decem-
ber 31, 1962, and before January 1, 1966, the tax shall be equal to
5.4 percent of the amount of the self-employment income for such
taxable year;

[(3) in the case of any taxable year beginning after Decem-
ber 31, 1965, and before January 1, 1968, the tax shall be equal to
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6.2 percent of the amount of the self-employment income for such
taxable year; and
[(4) in the case of any taxable year beginning after Decem-

ber 31, 1967, the tax shall be equal to 6.9 percent of the amount of
the self-employment income for such taxable year.]

SEC. 1401. RATE OF TAX.

(a) Old-Age, Survivors, and Disability Insurance.-In addition
to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after December
31, 1966, and before January 1, 1969, the tax shall be equal to
6.8 percent of the amount of the self-employment income for such
taxable year;

(9) in the case of any taxable year beginning after December
31, 1968, and before January 1, 1973 the tax shall be equal to
6.7 percent of the amount of the self-employment income for
such taxable year; and

(S) in the case of any taxable year beginning after December
31, 1972, the tax shall be equal to 7.0 percent of the amount of the
self-employment income for such taxable year.

(b) Hospital Ins~rance.-In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after December
31, 1965, and before January 1, 1.967, the tax shall be equal to
0.325 percent of the amount of the self-employment income for
such taxable year;

(2) in the case of any taxable year beginning after December
31, 1966, and before January 1,971, the tax shall be equal to
0.50 percent of the amount of the self-employment income for
such taxable year;

(3) in the case of any taxable year beginning after December
31, 1970, and before January 1, 1973, the tax shall be equal to
0.55 percent of the amount of the self-employment income for
such taxable year;

(4) in the case of any taxable year beginning after December
31, 1972, and before January 1, 1976, the tax shall be equal to
0.60 percent of the amount of the self-employment income for
such taxable year;

(6) in the case of any taxable year beginning after December
31, 1975, and before January 1, 1980, the tax shall be equal to
0.65 percent of the a/mennt of the self-employment income for
such taxable year;

(6) in the case of any taxable year.beginning after December
31, 1979, and before January 1, 1987, the tax shall be equal to
0.76 percent of the amount of the self-employment income for
such taxable year; and

(7) in the case of any taxable year beginning after December
31, 1986, the tax shall be equal to 0.85 percent of the amount of
the self-employment income for such taxable year.

[For purposes of the tax imposed by this subsection, the exclusion of
employee representatives by section 1402(c)(3)) shall not apply.]
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SEC. 1402. DEFINITIONS.

(a) NET EARNINGS FROM SELF-EMPLOYMENT.--
* * * * * *

(9) the term "possession of the United States" as used in sec-
tions 931 (relating to income from sources within possessions of
the United States) and 932 (relating to citizens of possessions of
the United States) shall be deemed not. to include the Virgin
Islands, Guam, or American Samoa.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based on the
ordinary income or loss of the partnership for any taxable year of
the partnership ending within or with his taxable year. In the case
of any trade or business which is carried on by an individual or by a
partnership and in which, if such trade, or business were carried on
exclusively by employees, the major portion of the services would con-
stitute agricultural labor as defined in section 3121(g)-

(i) in the case of an individual, if the gross income derived
by him from such trade or business is not more than [$1,800]
$2400, the net earnings from self-employment derived by him
from such trade or business may, at his option, be deemed to be
662/ percent of such gross income; or

(ii) in the case of an individual, if the gross income derived
by him from such trade or business is more than [$1,8001 $2,00
and the net earnings from self-employment derived by him from
such trade or business (computed under this subsection without
regard to this sentence) are less than [$1,200] $1,600, the net earn-
ings from self-employment derived by him from such trade or
business may, at his option, be deemed to be [$1,200] $1f600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) applies) is
not more than ,$1,8001 $2400, his distributive share of income
described in section 702(a) (9) derived from such trade or business
may, at his option, be deemed to be an amount equal to 66%
percent of his distributive share of such gross income (after such
gross income has been so reduced) ; or

(iv) in the case of a member of ta partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gt'oss income has been reduced
by the sum of all payments to which section 707(c) applies) is
more than [$1,800] $2,400 and his dist.ibutive share (whether
or not distributed) of income described in section 702(a) (9)
derived from such trade or 'business (computed under this sub-
section without regard to this sentence) is less than [$1,200]
$1,600, his distributive share of income described ii section 702
(a) (9) derived from such trade or business may, at his option,
be deemed to 'be [$1,200] $t,60().

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the

income is computed under a cash receipts and disbursements
method, the gross receipts from such trade or business reduced
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by the cost or other masis of property which was purchased and
sold in carrying on such trade or business, adjusted (after such
reduction) in accordance with the provisions of paragraphs (1)
through (7) and paragraph (9) of this subsection; and

(vi) in the case of any such trade or business in which the
income is computed under an accrual method the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9) of
this subsection'

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade orbusiness, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade
or business) shall be deemed to have been derived from one trade or
business.

(b) SELF-EMPLOYMENT INCOME.-The term "self-employment in-
come" means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include-

(1) that part of the net earnings from self-employment which
is in excess of-

(A) for any taxable year ending prior to 1955, (i) $8,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; and

(B) for any taxable year ending after 1954 and before
1959, (i) $4,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(C) for any taxable year ending after 1958 and before
1966, (i) $4,800, minus (ii) the amount of the wages paid
to such individual during the taxable year [: or] and

(D) for any taxable year ending after 1965 (i) $6,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; or

(2) the net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

For purposes of clause (1), the term "wages" includes such remu-
neratlon paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
under an agreement entered into pursuant to the provisions of section
3121 (1) (relating to coverage of citizens of the United States who are
employees of foreign subsidiaries of domestic corporations, as would
be wages under section 3121 (a)) if such services constituted employ-
ment under section 3121(b). An individual who is not a citizen of
the United States but who is a resident of the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, or American Samoa shall
not, for purposes of this chapter be considered to be a nonresident
alien individual.

(c) TRADE OR BusIxnss.-The term "trade or business", when used
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when used in section
162 (relating to trade or business expenses), except that such term
shall not include-

(1) the performance of the functions of a public office;

533



SOCIAL SECURITY AMENDMENTS OF 1965

(2) the performance of service by an individual as an employee,
other than-

(A) service described in section 3121(b)(14) (B) per-
formed by an individual who has attained the age of 18,

(B) service described in section 3121(b) (16),
(C) service described in section 3121(b) (11), (12), or

(15) performed in the United States (as defined in section
3121 (e) (2)) by a citizen of the United States, and

(D) service described in paragraph (4) of this subsection;
(3) the performance of service by an individual as an employee

or employee representative as defined in section 3231;
(4) the performance of service by a duly ordained, commis-

sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order; [or]
[(5) the performance of service by an individual in the exer-

cise of his profession as a doctor of medicine, or Christian Science
practitioner or the performance of such service by a partnership.]

(6) The performance of service by an individual in the exercise
of his profession as a COhristian Science practitioner[. / or

(6) the performance of service by an individual during the
period for which an exemption under subsection (h) is effective
with respect to him.

[The provisions of paragraph (4) shall not apply to service (other
than service performed by a member of a religious order who has
taken a vow of poverty as a member of such order) performed by an
individual during the period for which a certificate filed by such in-
dividual under subsection (e) is in effect. The provisions of para-
graph (5) shall not apply to service performed by an individual in the
exercise of his profession as a Christian Science practitioner during
the period for which a certificate filed by him under subsection (e)
is in effect.] The provisions of paragraph (4) or (5) shall not apply
to service (other than service performed by a member of a religious
order who has taken a vow of poverty as a member of such order)
performed by an individual during the period for which a certificate
filed by him under subsection (e) is in effect. The provisions of para-
graph (2) shall not have the effect of excluding cash tips received by
an employee in the course of service which constitutes employment
under chapter 21, on his own behalf and not on behalf of another
person, from "net earnings from self-employment"; except that (i)
this sentence shall not apply in the case of tips which constitute re-
muneration for employment under chapter 21, and (ii) in applying
subsection (a) with respect to tips to which this sentence is applicable,
only the deductions attributable to such tips shall be taken into account.

(d) EMPLOYEE AND WAGES.-The term "employee" and the term
"wages" shall have the same meaning as when used in chapter 21
(sec. 3101 and following, relating to Federal Insurance Contributions
Act).

(e) MINISTERS, MEMBERS OF RELIGIOUS ORDERS, AND CHRISTIAN
SCIENCE PRACTITIONFRS.-

(1) WAIVER CERTIFICATE.-Any individual who is (A) a duly
ordained, commissioned, or licensed minister of a church or a
member of a i'-ligious order (other than a member of a religious
order who hbu taken a vow of poverty as a member of such order)
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or (B) a Christian Science practitioner may file a certificate (in
such form and manner, and with such official, as may be pre-
scribed by regulations made under this chapter) certifying that
he elects to have the insurance system established by title II of the
Social Security Act [extended to service described in subsection
(c)(4), or service described in subsection (c)(5) insofar as it
relates to the performance of service by an individual in the
exercise of his profession as a Christian Science practitioner as
the case may be, performed by him] extended to service described
in subsection (c) (4) or (o) (5). performed by him.

(2) TrIE FOR FILING CERTFICATE.-Any individual who desires
to file a certificate pursuant to paragraph (1) must file such cer-
tificate on or before whichever of the following dates is later;
(A) the due date of the return (including any extension thereof)

for his second taxable year ending after 1954 for which he has
net earnings from self-employment (computed, in the case of
an individual referred to in paragraph (1)(A), without regard
to subsection (c)(4), and, in the case of an individual referred
to in paragraph (1)(B1), without regard to subsection (c) (5)
insofar as it relates to the performance of service by an indi-
vidual in the exercise of his profession as a Christian Science
practictioner) of $400 or more, any part of which was derived
from the performance of service described in subsection (c) (4),
or from the performance of service described in subsection (c)
(5) insofar as it relates to the performance of service by an indi-
vidual in the exercise of his profession as a Christian Science
practitioner, as the case may be; or] (A) the due date of the
return (including any extension thereof) for his second taxable
year ending after 1954 for which he has net earnings from self-
emvployment computedd without regard to mubsections (c) (4) and
(c) (5)) of $400 or more, any part of which was derived from the
performance of service described in. subsection (c) (4) or (c) (6);
or (B) the due date of the return (including any extension
thereof) for his second taxable year ending after 1962.

* * * * * * *

[(5) OPTIONAL PROVISION FOR CERTAIN CERTIFICATES FILED ON OR
BEFORE APRIL 1 5, 19o2.-In any case where an individual has de-
rived earnings, in any taxable year ending after 1954 and before
1960, from the performance of service described in subsection
(c) (4), or in subsection (c) (5) (as in effect prior to the enact-
ment of this paragraph) insofar as it related to the performance
of service by an individual in the exercise of his profession as
a Christian Science practitioner, and has reported such earn-
ings as self-employment income on a return filed on or before
the date of the enactment of this paragraph and on or before the
due date prescribed for filing such return (including any exten-
sion thereof)-

((A) a certificate filed by such individual (or a fiduciary
acting for suclA individual or his estate, or his survivor within
the meaning of section 205(c) (1) (C) of the Social SecurityAct) after the date of the enactment of this paragraph and
on or before April 15, 1962, may be effective, at the election
of the person filing such certificate, for the first taxable yearending after 1954 and before 1960 for which such a return
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was filed, and for all succeeding taxable years rather than
for the period described in paragraph (3), and
[(B) a certificate filed by such individual on or before the

date of the enactment of this paragraph which (but for this
subparagraph) is ineffective for the first taxable year ending
after 1954 and before 1959 for which such a return was filed
shall be effective for such first taxable year, and for all suc-
ceeding taxable years, provided a supplemental certificate is
filed by such individual (or a fiduciary acting for such indi-
vidual or his estate, or his survivor within the meaning of
section 205(c)(1)(C) of the Social Security Act) after the
date of the enactment of this paragraph and on or before
April 15, 1962,

but only if-
.(i) the tax under section 1401 in respect of all such indi-

vidual's self-employment income (except for underpaymentsof tax attributable to errors-made in good faith), for each
such year ending before 1960 in the case of a certificate
described in subparagraph (A) or for each such year ending
before 1959 in the case of a certificate described in subpara-graph (B), is paid on or before April 15,1962, and

[(ii) in any case where refund has been made of any such
tax which (but for this paragraph) is an overpayment, the
amount refunded (including any interest paid under section
6611) is repaid on or before April 15,1962.The provisions of section 6401 shall not apply to any payment or

repayment described in this paragraph.[(6) CERTIFICATE FILED BY FIDUCIARIES OR SURVIVORS ON OR BE-
FORE APRIL 16,, 1 92.-In any case where an individual, whose death
has occurred after September 12, 1960, and before April 16, 1962,derived earnings from the performance of services described in
subsection (c)(4), or in subsection (c)(5) insofar as it relates
to the performance of service by an individual in the exercise of
his profession as a Christian Science practitioner, a certificate
may be filed after the date of enactment of this paragraph, and on
or before April 15, 1962, by a fiduciary acting for such individ-
ual's estate or by such individual's survivor within the meaning
of section 205(c) (1) (C) of the Social Security Act. Such certifi-
cate shall be effective for the period prescribed in paragraph(3) (A) as if filed by the individual on the day of his death.](5) Optional provision for certain certificates filed on or beforeApril 15, 1967.-Notwithstanding any other provision of this
section, in any case where an individual has derived earnings in
any tamable year ending after 1954 from the performance of serv-
ice described in subsection (c) ( ), or in subsection (c) (6) insofaras it related to the performance of service by an individual in the
exercise of his profession as a Christian Science practtitoner, andhas reported such earnings as self-employment income on a returnfiled on or before the due date prescribed for fling such return(including any extension thereof)-(A) a certificate filed by such individual on or before

April15, 19665 whkh (but for thi' subparagraph) is ineffec-tive for the first taxable year ending after 1964 for whichsuch a return was filed shall be effective for such first taxable
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year and for all succeeding taxable years, provided a supple-mental certificate is filed by such individual (or a fiduciary
acting for such individual or his estate, or his survivor within
the meaning of section 0 6(c) (1) (0) of the Social Security
Act) after the date of enactment of this paragraph and on or
before April 1, 1967, and

(B) a certificate filed after the date of enactment of this
parraraph ad on or before April 15, 1967, by a survivor
(within the meaning of section 205(c) (1) (C) of the Social
Security Act) of such an individual who died on or before
April 151965, may be effective, at the election of the person
filing such a certificate, for the first taxable year ending after
1956 for which such a return was filed and for all succeeding
years,

but only if-
(i) The tax under section 1401 in respect to all such indi-

viduals self-employment income (except for underpayments
of tax attributable to errors made in good faith), for each
such year described in subparagraphs (A) and (B), is paid on
or before April 15, 1967, and

The provisions of section 6401 shall not apply to any payment or
repayment described in this paragraph.

(ii) in any case where refund has been made of any such
tax which (but for this paragraph) is an overpayment, the
amount refunded (including any interest paid under section
6611) is repaid on or before April 15, 1967.

The provisions of section 6401 shall not apply to any payment or
repayment described in this paragraph.

(h) MEMBERS OF CERTAIN RELIGIOUS FAITHS.-
(1) ExEMPFrIN.-Any individual may file an application (in

such form and manner, and with such official, as may be prescribed
by regulations under this chapter) for an exemption from the tax
imposed by this chapter if he is a member of a recognized religious
sect or division thereof and is an adherent of established tenets
or teachings of such sect or division by reason of which he is con-
scientiously opposed to acceptance of the benefits of any private
or public insurance which makes payments in the event of death,
disability, old-age, or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act). Such exemption may be granted only if the application con-
tains or is accompanied by-

(A) such evidence of such individuals membership in,
and adherence to the tenets or teachings of, the sect or division
thereof as the Secretary or his delegate may require for pur-
poses of determining such individuals complInece with the
preceding sentence, and

(B) his waiver of all benefits and other payments under
titles II and XVIII of the Social Security Act on the basis of
his wages and self-employment income as well as all such
benefits and other payments to him on the basis of the wages
and self-employment income of any other person,
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and only if the Secretary of Health, Education, and Welfare finds
that-

(C) such sect or division thereof has the established tenets
or teachings referred to in the preceding sentence,(D) it is the practice, and has been for a period of time
which he deems to be substantial, for members of such sect or
division thereof to make provision for their dependent mem-
bers which in his judgment is reasonable in view of their
general level of living, and

(E) such sect or division thereof has been in exiistence at
all times since December 31,1950.

An exemption may not be granted to any individual if any benefit
or other payment referred to in subparagraph (B) became pay-
able (or, but for section 203 or 222 (b) of the Social Security Act.
would have become payable) at or before the time of the filing of
such waiver.

(2) TIME FOR FILING APPLICATION.--For purposes of this 8sb-
section, an application must be filed-

(A) In the case of an individual who has self-employ-
ment income (determined without regard to this subsection
and subsection (c) (6)) for any taxable year ending before
December 31, 1965, on or before April 15, 1966, and

(B) In any other case, on or before the time prescribed for
filing the return (including any extension thereof) for the
first taxable year ending on or after December 31, 1965, for
which he has self-employment income (as so determined).

(3) PERIOD FOR WHICH EXEMPTION EFFECTIVE.-An exemption
granted to any individual pursuant to this subsection shall apply
with respect to all taxable years beginning after December 31,
1960, except that such exemption shall not apply for any taxable
year-

(A) beginning (i) before the taxable year in which such
individual first met the requirements of the first sentence of
paragraph (1), or (ii) before the time as of which the Secre-
tary of Health, Education, and Welfare finds that the sect or
division thereof of which such individual is a member met
the requirements of subparagraphs (C) and (D), or

(B) ending (i) after the time such individual ceases to
meet the requirements of the first sentence of paragraph (1),
or (ii) after the time as of which the Secretary of Health.
Education, and Welfare finds that the sect or division thereof
of which he is a member ceases to meet the requirements of
subparagraph (C) or (D).

(4) APPLICATION BY FIDUCIARIES OR SURVIVORs.-In any case
where an individual who has self-employment income dies before
the expiration of the time prescribed by paragraph (2) for filing
an application for exemption pursuant to this subsection, such an
application may be filed with respect to such individual within
such time by a fiduciary acting for swch individuals estate or bysuch individual's survivor (within the meaning of section 206(c)
(1)(C) of the Social Security Act).
* * * * * H* *
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[SEC. 3101. RATE OF TAX.

Ein addition to other taxes, there is hereby imposed on the income of
every individual a tax equal to the following percentages of the wages
(as defined in section 3121 (a)) received by him with respect to em-
ployment (as defined in section 3121 (b))-

[(1) with respect to wages received during the calendar year
1962 the rate shall be3% percent;

[(2) with respect to wages received during the calendar years
1963 to 1965, both inclusive, the rate shall be 3%/ percent;
[(3) with respect to wages received during the calendar years

1966 to 1967, both inclusive, the rate shall be 4/ percent; and
((4) with respect to wages received after December 31, 1967,

the rate shall be 4% percent.]
SEC. 3101. RATE OF TAX.

(a) OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE.-In addition.
to other tazes, there is hereby imposed on the income of every indi-
vidual a tax equal to the following percentages of the wages (as defined
in section 3121(a)) received by hin with respect to employment (as
defined in section (3121(b))-

(1) with respect to wages received during the calendar years
1966,1967, and 1968, the rate shall be 3.85 percent;
(0) with respect to wages received during the calendar years

1969, 1970, 1971, and 1972, the rate s8all be 445 percent; and
(3) with respect to wages received after December 31, 1972, the

rate shall be 4.9 percent.
(b) HOSPITAL INSURANCE.-In addition to the taxr imposed by the

preceding subsection, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121(a)) received by him with respect to employ-
ment (as defined in section 3121(b) [but without regard to the pro-
visions of paragraph (9) thereof insofar as it relates to employees])-

(1) with respect to wages received during the calendar year
1966, the rate shall be 0.326 percent;

(2) with respect to wages received during the calendar years
1967, 1968, 1969 and 1970, the rate shall be 0.50 percent;

(3) with respect to wages received during the calendar years
1971 and 1972, the rate shall be 0.65 percent;

(4) with respect to wages received during the calendar years
1973,1974, and 1976, the rate shall be 0.60 percent;

(65) with respect to wages received during the calendar years
1976, 1977, 1978, and 1979, the rate shall be 0.65 percent;

(6) with respect to wages received during the calendar years
1980, 1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 0.75
percent; and

(7) with respect to wages received after December 31, 1986,
the rate shall be 0.86 percent.
* * * * * * *

CSEC. 3111. RATE OF TAX.
[In addition to other taxes, there is hereby imposed on every em-

ployer an excise tax, with respect to having individuals in his employ,
equal to the following percentages of the wages (as defined in section
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3121 (a)) paid by him with respect to employment (as defined in sec-
tion 3121 (b))-

1(1) with respect to wages paid during the calendar year 1962,
the rate shall be 31/8 percent;

[(2) with respect to wages paid during the calendar years 1963
to 1965, both inclusive, the rate shall be3% percent;

[(3) with respect to wages paid during the calendar years 1966
to 1967, both inclusive, the rate shall be 41/8 percent; and

[(4) with respect to wages paid after December 31, 1967, the
rate shall be 4% percent.]

[SEC. 3111. RATE OF TAX.

(a) Old-Age, Survivors, and Disability Insurance.--n addition to
other taxes, there is hereby imposed on every employer an excise tax,
with respect to having individuals in his employ, equal to the following
percentages of the wages (as defined in section 3121(a)) paid by him
with respect to employment (as defined in section 3121(b))-

(1) with respect to ages paid during the calendar years 1966,
1967, and 1968, the rate shall be 3.85 percent;
(2) with respect to wages paid during the calendar years 1969,

1970, 1971, and 1972, the rate shall be 4.45 percent; and
(3) with respect to wages paid after December 31, 1972, the

rate shall be 4.9 percent.
(b) Hospital Insurance.-In addition to the tax imposed by the

preceding subsection, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121(a))
paid by him with respect to employment (as defined in section 3121
(b)[, but without regard to the provisions of paragraph (9) thereof
insofar as it relates to employees.]-

(1) with respect to wages paid during the calendar year 1966,
the rate shall be 0.325 percent;

(2) with respect to wages paid during the calendar years 1967,
1968,1969 and 1970, the rate shall be 00 percent;
(3) with respect to wages paid during the calendar years 1971

and 1972, the rate shall be 0.66 percent;
(4) with respect to wages paid during the calendar years 1973,

1974, and 1975, the rate shall be 0.60 percent
(5) with respect to wages paid during the calendar years 1976,

1977,1978, and 1979, the rate shall be 0.66 percent;
(6) with respect to wages paid during the calendar years 1980,

1981, 1982, 1983 1, 1984186, and 1986, the rate shall be 0.76 per-
cent;

(7) with respect to wages paid after December 31, 1986, the
rate shall be 085 percent.
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Subtitle C-Employment Taxes
CHAPTER 21-FEDERAL INSURANCE CONTRIBUTIONS

ACT

SUBCHAPTER C-GENERAL PROVISIONS
Sec. 3121. Definitions.
Sec. 3122. Federal service.
Sec. 3123. Deductions as constructive payments.
Sec. 3124. Estimate of revenue reduction.
[Sec. 3126. Returns in the case of of governmental employees in Guam, Amerioan

American Samoa.]
Sec. 3125. Returns in the case of governmental employees in Guam, American

Samoa, and the District of Columbia.
Sec. 3126. Short title.

SUBCHAPTER C-GENERAL PROVISIONS
SEC. 3121. DEFINITIONS.

(a) WAGEs.-For the purposes of this chapter, the term "wages"
means all remuneration for employment, including the ..sh value of
all remuneration paid in any medium other than cash; except that
such term shall not include

(1) that part of. the remuneration which after remuneration
(other than remuneration referred to in the succeeding para-
graphs of this subsection) equal to [$4,800] $6t600 with respect
to employm t has been paid to an individual by an employer dur-
ing any calendar year, is paid to such individual by such employer
during such calendar year. If an employer (hereinafter referred
to as successor employer) during any calendar year acquires sub-
stantially all the property used in a trade or business of another
employer (hereinafter referred to as a predecessor), or twsed in a
separate unit of a trade or business of a predecessor, and imme-
dzately after the acquisition employs in his trade or business an.
individual who'immediately prior to the acquisition was em-
ployed in the trade or business of such predecessor, then, for the
purpose of determining whether the successor employer has paid
remuneration (other than remuneration referred to in the sue-
ceeding paragraphs of this subsection) with respect to employ-ment equal to [$4,8001 $f600 to suOh individual during suOhcalendar year, any remuneration (other than remuneration re-
ferred to in the succeeding paragraphs of this subsection) with
respect to employment paid (or considered under this paragraphas having been paid) to such individual by such predecessor dur-
ing such calendar year and prior to such acquisition shall be con-
sidered as having been paid by such successor employer [;]. If
during any calendar year an employer which is a member of an
affiliated group (as defined in section 1560 (a), but determined
without regard to sections 1604 (b) and (e) ) employs an indi-
vidual who during such calendar year, and prior to the employ-
ment of such individual by such member, was an employee ofanother member of such affiliated. group then, for the purpose
of determnt ing whether suc member as pad rem ration
(other thua generation referred to the succeeding para-graphs of this subsection) wvth respect to employment equal to
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$6,600 to such individmil during such calendar year, any remun-
eration (other than remuneration referred to in the succeeding
paragraphs of this subsection) with respect to employment paid
(or considered under this paragraph as having been paid) to
such individual by such other member of such affiliated group
duringg such calendar year, and prior to the employment of such
individual by such member, shall be considered as having been
paid by 8uch member;

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his em-
ployees and their dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

(3) any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf
of, an employee after the expiration of 6 calendar months follow-
ing the last calendar month in which the employee worked for
such employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401 (a) which is
exempt from tax under section 501(a) at the time of such
payment unless such payment is made to an employee of the
trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust,

(B) under or to an annuity plan which, at the time of
such payment, is a plan described in section 403(a), or

(C) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405 (a);

(6) the payment by an employer (without deduction from the
remuneration of the employee)-

(A) of the tax imposed upon an employee under section
3101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unemployment compensation law;

(7) (A) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home of
the employer, if the cash remuneration paid in such quarter by
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the employer to the employee for such service is less than $50.
As used in this subparagraph, the term "domestic service in k
private home of the employer," does not include service described
in subsection (g) (5);

(C) cash remuneration paid by an employer in any calendar
quarter to an employee for service not in the course of the em-
ployer's trade or business, if the cash remuneration paid in such
quarter by the employer to the employee for such service is less
than $50. As used in this subparagraph, the term "service not in
the course of the employer's trade or business" does not include
domestic service in a private home of the employer and does not
include service described in subsection (g) (5);

(8) (A) remuneration paid in any medium other than cash for
agricultural labor;

(B) cash remuneration paid by an employer in any calendar
year to an employee for agricultural labor unless (i) the cash
remuneration paid in such year by the employer to the employee
for such labor is $150 or more, or (ii) the employee performs agri-
cultural labor for the employer on 20 days or more during such
year for cash remuneration computed on a time basis;

(9) Any payment (other than vacation or sick pay) made to
an employee after the month in which-

(A) in the case of a man, he attains the age of 65, or
(B) in the case of a woman, she attains the age of 62,

if such employee did not work for the employer in the period for
which such payment is made;

(10) remuneration paid by an employer in any calendar quar-
ter to an employee for service described in subsection (d)(3)
(C) (relating to home workers), if the cash remuneration paid in
such quarter y the employer to the employee for such service is
less than $50; or

(11) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such remunera-
tion it is reasonable to believe that a corresponding deduction is
allowable under section 217.

(b) EMPLOYMENT.-For purposes of this chapter, the term "em-
ployment" means any service performed after 1936 and prior to 1955
which was employment for purposes of subchapter A of chapter 9 of
the Internal Revenue Code of 1939 under the law applicable to the
period in which such service was performed, and any service, of what-
ever nature, performed after 1954 either (A) by an employee for the
person employing him, irrespective of the citizenship or residence of
either, (i) within the United States, or (ii) on or in connection with
an American vessel or American aircraft under a contract of service
which is entered into within the United States or during the perform-
ance of which and while the employee is employed on the vessel or
aircraft it touches at a port in the United States, if the employee is
employed on and in connection with such vessel or aircraft when out-
side the United States, or (B) outside the United States by a citizen
of the United States as an employee for an American employer (as
defined in subsection (h)); except that, in the case of service per-
formed after 1954, such term shall not include-

(1) service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
49-643 O-4--t. 2--17
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Agricultural Act of 1949, as amended (65 Stat. 119; 7 U.S.C.
1461-1468), or (B) lawfully admitted to the United States from
the Bahamas, Jamaica, and the other British West Indies, or
from any other foreign country or possession thereof, on a tem-
porary basis to perform agricultural labor;

(2) domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) service performed by an individual in the employ of
his spouse, and service performed by a child under the age of 21
in the employ of his father or mother;

(B) service not in the course of the employer's trade or busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;

(4) service performed by an individual on or in connection with
a vessel not an American vessel, or on or in connection with an
aircraft not an American aircraft, if (A) the individual is em-
ployed on and in connection with such vessel or aircraft, when
outside the United States and (B)(i) such individual is not a
citizen of the United States or (ii) the employer is not an Amer-
ican employer;

(5) service performed in the employ of any instrumentality
of the United States.if such instrumentality is exempt from the
tax imposed by section 3111 by virtue of any provision of law
which specifically refers to such section (or the corresponding
section of prior law) in granting such exemption;

(6) (A) service performed m the employ of the United States
or m the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a law
of the United States;

(B) service performed by an individual in the employ of an
instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1939 on December 31, 1950, and if such service
is covered 'by a retirement system established by such instru-
mentality; except that the provisions of this subparagraph shall
not be applicable to-

(i) service performed in the employ of a corporation
which is wholly owned by the United States;

(ii) service performed'in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for coop-
eratives7 a Federal land bank association, a production credit
association, a Federal Reserve Bank, a Federal Home Loan
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county,
or community committee under the Commodity Stabilization
Service;

(iv) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps
Exchanges, or other activities, conducted by an instrumen-
tality of the United States subject to the jurisdiction of the
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Secretary of Defense at installations of the Department of
Defense for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of such Department;
or

(v) service performed 'by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of the Treasury, at installations of the Coast.
Guard for the comfort, pleasure, contentment and mental
and physical improvement of personnel of the Coast Guard;

(C) service performed in the employ of the United States or
in the employ of any'instrumentality of the United States, if such
service is performed-

(i) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissioner of or
to the Congress;

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an
inmate thereof;
(iv) by any individual as an employee included under

section 2 of the Act of August 4, 1947 (relating to certain
interns, student nurses, and other student employees of hos-
pitals of the Federal Government; 5 U.S.C., sec. 1052), other
thma as a medical or dental intern or a medial or dental
resident in training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom the Civil Service Retire-
ment Act does not apply because such individual is subject
to another retirement system (other than the retirement
system of the Tennessee Valley Authority);

(7) service performed in the employ of a State, or any politi-
cal subdivision thereof, or any instrumentality of any one or more
of the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the caseof-

(A) service which, under subsection (j), constitutes cov-
ered transportation service, [orn

(B) service in the employ of the Government of Guam
or the Government of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or
more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any such Government or political
subdivision), and, for purposes of this title with respect to
the taxes imposed by this chapter--

(i) any person whose service as such an officer or em-
ployee is not covered by a retirement system established
by a law of the United States shall not, with respect to
such service, be regarded as an employee of the United
States or any agency or instrumentality thereof, and

(ii) the remuneration for service described in clause
(i) (including fees paid to a public official) shall be
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deemed to have been paid by the Government of Guam
or the Government of American Samoa or by apolitical
subdivision thereof or an instrumentality of any one or
more of the foregoing which is wholly owned thereby,
whichever is appropriate[ ,l or

(0) service performdin the employ of the District of
olumbia or any instrmentlity which is wholly owned

thereby if such service is not covered by a retirement system
established b a law of the United States; except that the
provisions of this subparagraph shall not be applicable to
serve performed-

.
(i) in a hospital or peal institution by a patient or

inmate thereof;
(ii) by any individual as an employee included under

section £ of the Act of August 4, 1947 (relating to certain
interns, student nurses, and other student employees of
hospitals of the District of Columbia Government; 6
U.S.C. 106S), other than as a medical or dental intern or
as a medical or dental resident in training;

(iii) by any individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake,
flood or other similar emergency; or

(iv) by a member of a board, committee, or council
of the District of Columbia, paid on a per diem, meeting
or other fee basis;

(8) (A) service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order;

(B) service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
which is exempt from income tax under section 501 (a), but this
subparagraph shall not apply to service performed during the
period for which a certificate, filed pursuant to subsection (k) (or
the corresponding subsection of prior law), is in effect if such
service is performed by an employee-

(i) whose signature appears on the list filed by such orga-nization under subsection (k) (or the corresponding subsec-
tion of prior law),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii)) was filed, or(iii) who, after the calendar quarter in which the certifiate
was filed with respect to a group-described in section 3121
(k) (1) (E), became a member of such group,

except that this subparagraph shall apply with respect to service
performed by an employee as a member of a group described in
section 3121(k)(1)(E) with respect to which no certificate is
in effect;

(9) service performed by an individual as an employee or
employee representative as defined in section 3281;(10)(A) service performed in any calendar quarter in the
employ of any organization exempt from income tax under sec-
tion 501(a) (other than an organization described in section
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401 (a)) or under sectionS21, if the remuneration for such service
is less than $50;

(B) service performed in the employ of a school, college, or
university if such service is performed by a student who is en-
rolled and is regularly attending classes at such school, college,
or university;

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) If the service of a character similar to that performed
in foreign countries by- employees of the United States Gov-
ernment or of an instrumentality thereof; and

(B) If the Secretary of State, shall certify to the Secre-
tary that the foreign.government, with respect to whose in-
strumentality and employees thereof exemption is claimed,
grants an equivalent exemption with respect to similar serv-
ice performed in the foreign country by employees of the
United States Government and of instrumentalities thereof;

(13) service performed as a. student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; [and service
performed as an interne in the employ of a hospital-by an indi-
vidual who has completed a 4 years' course in a medical school
chartered or approved pursuant to State law;]

(14) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping news,
not including delivery or distribution to any point for subsequent
delivery or distribution;

(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is. guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers
or magazines turned back;

(15) service performed in the employ of an international
organization;

(16) service performed by an individual under an arrangement
with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural
or horticultural commodities (including livestock, bees, poul-
try, and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities pro-
duced by such individual, or the proceeds therefrom, are to
be divided between such individual and such owner or tenant,
and

(C) the amount of such individual's share depends on
the amount of the agricultural or horticultural commodities
produced;
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(17) service in the employ of any organization which is per-
formed (A) in any quarter during any part of which such orga-
niztion is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
30, 1956;

(18) service performed in Guam by a resident of the Republic
of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101 (a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101(a) (15) (H) (ii)); or

(19) service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of sec-
tion 101(a)(15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purposes speci-
fied in subparagraph (F) or (J), as the case may be.
.* * * * * * *

(k) EX OPTION OF RELIGIOUS, CHARITABLE, AND CERTAIN OTHER
ORGANIZATIONS.--

(1) WAIVER OF EXEMPTION BY ORGANIZATION.-
(A) An organization described in section 501 (c) (3) which

is exempt from income tax under section 501(a) may file a
certificate (in such form and manner, and with such official,
as may be prescribed by regulations made under this chapter)
certifying that it desires to have the insurance system estab-
lished by title II of the Social Security Act extended to
service performed by its employees. Such certificate may
be filed only if it is accompanied by a list containing the
signature, address, and social security account number (if
any) of each employee (if any) who concurs in the filing
of the certificate. Such list may be amended at any time prior
to the expiration of the twenty-fourth month following the
calendar quarter in which the certificate is filed by filing with
the prescribed official a supplemental list or lists containing
the signature, address, and social security account number (if
any) of each additional employee who concurs in the filing of
the certificate. The list and any supplemental list shall be
filed in such form and manner as mayte prescribed by regula-
tions made under this chapter.

(B) The certificate shall be in effect (for purposes of sub-
section (b) (8) (B)and for purposes of section 210(a) (8) (B)
of the Social Security Act) for the period beginning with
whichever of the following may be designatedby the orga-
nization:

(i) the first day of the calendar quarter in which the
certificate is filed.

(ii) the first day of the calendar quarter succeeding
such quarter, or

[(iii) the first day of any calendar quarter preceding
the calendar quarter in which the certificate is filed, ex-
cept that, in the case of a certificate filed prior to January
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1, 1960, such date may not be earlier than January 1,
1956, and in the case of a certificate filed after 1959, such
date may not be earlier than the first day of the fourth
calendar quarter preceding the quarter in which such
certificate is filed.]

(iii) the first ay of any calendar quarter preceding
the calendar quarter in which the certificate is filed, ex-
cept that such date may not be earlier than the first day
of the twentieth caletnar quarter preceding the quarter
in which such certificate is filed.

(C)' In the case of service performed by an employee whose
name appears on.a-supplemental list filed after the first month
following the calendar quarter in which the certificate is filed,
the certificate:shall be in effect (for purposes of subsection
(b) (8)(B) and for purposes of section 210(a) (8) (B) of the
Social Security Act) only with respect to service performed
by such individual for the period beginning with the first
day of the calendar quarter m which such supplemental list
is filed.

(D) The period for which a certificate filed pursuant to
this subsection- or the corresponding subsection of prior law
is effective may be terminated by the organization, effective
.at the end of a calendar quarter, upon giving 2 years' advance
notice in writing, but, only if, at the. time of the receipt of
such: notice, the certificate has been in effect for a period of
note1e3 than 8 years.' The notice of termination may be
revoked by the organization by giving, prior to the close of
the calendarqarrter specified in the notice of termination,
a written notice of such revocation. Notice of termination
or revocation thereof shall be filed in such form and manner,
and with such official, as may be prescribed by regulations
made under this chapter.

(E) If an organization described in subparagraph (A)
employs both individuals who are in positions covered by a
pension, annuity, retirement, or similar fund or system es-
tablished by a 'State or'by a political subdivision thereof and
individuals who are not in such positions, the organization
.shall divide its.employees into two separate groups. One
group shall consist of all employees.who are in positions cov-
ered by such' a fund or system and (i) are members of such
fund or system, or (ii) a-re- not members of such fund or sys-
tem but are eligible to become members thereof; and the other
group shall consist of all remaining employees. An orga-
nization which has so divided its employees into two groups
may file a certificate pursuant to subparagraph (A) with
respect -to the employees in either group, or may file a separate
certificate pursuant tosuch subparagraph with respect to the
employees in each group.

.(F) An organization which filed a certificate under this
subsection after 1955 but prior to the enactment of this sub-
paragraph may file a request at any time before 1960 to have
such certificate effective, with respect to the service of in-
dividuals who concurred in the filing of.such certificate (ini-
tially or through the filing of a supplemental list) prior to
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enactment of this subparagraph and who concur in the filing
of such new request, for the period beginning with the first
day of any calendar quarter preceding the first calendar
quarter for which it was effective and following the last
calendar quarter of 1955. Such request shall be filed with
such official and in such form and manner as may be pre-
scribed by regulations made under this chapter. If a request
is filed pursuant to this subparagraph-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return), the due date for the return
and payment of the tax for any calendar quarter result-
ing from the filing of such request shall be the last day
of the calendar month following the calendar quarter
in which the request is filed; and
-(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of 3 years
from such due date.

(G) If a certificate filed pursuant to this paragraph is
effective for one or more calendar quarters prior to the quar-
ter in which the certificate is filed, then-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return), the due date for the return
and payment of the tax for such prior calendar quarters
resulting-from the filing of such certificate shall be the
last day of the calendar month following the calendar
quarter in which the certificate is filed; andl

(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of 3 years from
such due date.

(H) An organization whieh files a certificate under sub-
paragraph (A) before 9166 may amend such certificate dur-
ing 1966 or 1966 to make the certificate effective with the first
day of any calendar quarter preceding the quarter for which
suoh certificate originally became effective, eeept that such
date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such cer-
tifcate is so amended. If an organization amends its cer-
tificate pursuant to the preceding sentence, such amendment
,shall be effective with respect to the service of individuals
who concurred in the filing of such certificate (initially or
through the filing of a supplemental list) and who concur in
the ailing of such amendment. An amendment to a certificate
filed pursant to this subparagraph shall be filed with such
official and in suh form and manner as may be prescribed
by regulations made rnder this chapter. If an amendment
is filed psuant to this subparagrap-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return), the due date for the return
and payment of the tao for any calendar quarter result-
ing from the filing of such an amendment shall be the
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last day of the calendar month following the calendar
quarter in which the amendment is filed; and

(ii) the statutory period for the assessment of 8suh
tax shall not expire before the expiration of three years
from swh due date.

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY OR HIS DELE-
GATE.-If the Secretary or his delegate finds that any organi-zation which filed a certificate pursuant to this subsection or the
corresponding subsection of prior law has failed to comply sub-
stantially with the requirements applicable with respect to the
taxes imposed by this chapter or the corresponding provisions of
prior law or is no longer able to comply with the requirements
applicable with respect to the taxes imposed by this chapter, the
Secretary or his delegate shall give such organization not less
than 60 days' advance notice in writing that the period covered by
such certificate will terminate at the end of the calendar quarter
specified in such notice. Such notice of termination may be re-
voked by the Secretary or his delegate by giving, prior to the close
of the calendar quarter specified in the notice of termination,
written notice of such revocation to the organization. No notice
of termination or of revocation thereof shall be given under this
paragraph to an organization without the prior concurrence of
the Secretary of Health, Education, and Welfare.

(3) No RENEWAL OF WAIVER.-In the event the period covered
by a certificate filed pursuant to this subsection or the correspond-
ing subsection of prior law is terminated by the organization, no
certificate may again be filed by such organization pursuant to
this subsection.
* * * * * * *

SEC. 3122. FEDERAL SERVICE.

In the case of the taxes imposed by this chapter with respect to
service performed in the employ of the United States or in the employ
of any instrumentality which is wholly owned by the United States,
including service, performed as a member of a uniformed service,
to which the provisions of section 3121(m)(1) are applicable, and
including service, performed as a volunteer or volunteer leader within
the meaning of the Peace Corps Act, to which the provisions of
section 3121(p) are applicable, the determination whether an indi-
vidual has performed service which constitutes employment as de-
fined in section 3121 (b), the determination of the amount of remunera-
tion for such service which constitutes wages as defined in section
3121(a), and the return and payment of the taxes imposed by this
chapter, shall be made by the head of the Federal agency or instru-
mentality having the control of such service, or by such agents as
such head may designate. The person making such return may, for
convenience of administration, make payments of the tax imposed un-
der section 3111 with respect to. such service without regard to the
[$4,800 $6,600 limitation in section 3121(a) (1), and he shall not be re-
quired to obtain a refund of the tax paid under section 3111 on that part
of the remuneration not included in wages by reason of section 3121
(a)(1). Payments of the tax imposed under section 3111 with re-
spect to service, performed by an individual as a member of a uni-
formed service, to which the provisions of section 3121(m)(1) are
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applicable shall be made from appropriations available for the pay
of members of such uniformed service. The provisions of this sec-
tion shall be applicable in the case of service performed by a civil-
ian employee, not compensated from funds appropriated by the Con-
gress, in the Army and Air Force Exchange Service, Army and Air
Force Motion Picture Service, Navy Exchanges, Marine Corps
Exchanges, or other activities, conducted by an instrumentality of the
United States subject to the jurisdiction of the Secretary of Defense,
at installations of the Department of Defense for the comfort, pleas-
ure, contentment, and mental and physical improvement of personnel
of such Department; and for purposes of this section the Secretary of
Defense shall be deemed to be the head of such instrumentality. The
provisions of this section shall be applicable also in the case of serv-
ice performed by a civilian employee, not compensated from funds
appropriated by the Congress, in the Coast Guard Exchanges or other
activities, conducted by an instrumentality of the United States sub-
ject to the jurisdiction of the Secretary, at installations of the Coast
Guard for the comfort, pleasure contentment, and mental and physi-
cal improvement of personnel of the Coast Guard; and for purposes
of this section the Secretary shall be deemed to be the head of such
instrumentality.

* * * * * * *

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL EMPLOYEES IN
GUAM [AND AMERICAN SAMOA] , AMERICAN SAMOA, AND
THE DISTRICT OF COLUMBIA.

(a) GUAM.-The return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employees
of the Government of Guam or any political subdivision thereof or of
any instrumentality of any one or more of the foregoing which is
wholly owned thereby, and those imposed on such Government or
political subdivision or instrumentality with respect to having such
individuals in its employ, may be made by the Governor of Guam or
by such agents as he may designate. The person making such return
may, for convenience of administration, make payments of the tax
imposed under section 3111 with respect to the service of such indi-
viduals without regard to the [$4,800] $6,600 limitation in section
3121(a) (1).

(b) AMERICAN SAMOA.-The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employees of the Government of American Samoa or any political
subdivision thereof or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, and those imposed on
such Government or political subdivision or instumentality with
respect to having such individuals in its employ, may be made by the
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administra-
tion make payments of the tax imposed under section 3111 with
respect to the service of such individuals without regard to the
[$4,800] $6,600 limitation in section 3121 (a) (1).

(o) District of Columbia--ln the case of the taxes imposed 'b
this chapter with respect to service performed in the employ of the
District of Colwnbia or in the employ of any inszrumentality which
is wholly owned thereby, the return and payment of the taxes may be
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made by the Commitsioners of the District of Conumbia or by stwh
agents as they may designate The person making such return may,
for convenience of administration, make payments of the tar imposed
by section 3111 with respect to such service without regard to the
$6,600 limitation in such section 311 (a) (1).

* * * * * * *

SEC. 3201. RATE OF TAX

In addition to other taxes, there is hereby imposed on the income
of every employee a tax equal to-

(1) 6/4 percent of so much of the compensation paid to such
employee for services rendered by him after the month in which
this provision was amended in 1959, and before January 1, 1962,
and

(2) 7/4 percent of so much of the compensation paid to such
employee for services rendered by him after December 31,1961

as is not in excess of $400 for any calendar month before the calendar
month next following the month in which this provision was amended
in 1963, or $450 for any calendar month after the month in which
this provision was so amended: Provided, That the rate of tax imposed
by this section shall be increased with respect to compensation paid
for services rendered after December 31, 1964, by a number of percent-
age points (including fractional points) equal at any given time to the
number of percentage points (including fractional points) by which
[the rate of the tax imposed with respect to wages by section 3101 at
such time exceeds the rate provided by paragraph (2) of such section
3101 as amended by the Social Security Amendments of 19561 the rate
of the tao imposed with respect to wages [section 3101(a)J section
3101 (a) pwus the rate imposed by setion 3101 (b) at such time exceeds
23/4 percent (the rate provided by paragraph (2) of section 3101 as
amended by the SocialSecurity Amendments of 1966).
SEC. 3211. RATE OF TAX.

In addition to other taxes, there is hereby imposed on the income of
each employee representative a tax equal to-

(1) 131/2 percent of so much of the compensation paid. to such
employee representative for services rendered by him after the
month in which this provision was amended in 1959, and before
January 1, 1962, and

(2) 141/2 percent of so much of the compensation paid to such
employee representative for services rendered by him after De-
cember 31, 1961,

as is not in excess of $400 for any calendar month before the cal-
endar month next following the month in which this provision was
amended in 1963, or $450 for any calendar month after the month
in which this provision was so amended: Provided, That the rate
of tax imposed by this section shall be increased, with respect to
compensation paid for services rendered after December 31, 1964, by
a number of percentage points (including fractional points) equal at
any given time to twice the number of percentage points (including
fractional points) by which [the rate of the tax imposed with respect
to wages by section 3101 at such time exceeds the rate provided by
paragraph (2) of such section 3101 as amended by the Social Security
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Amendments of 1956] the rte of the tax imposed with respect to
wages by [section 3101(a)] section 3101 (a) plus the rate imposed by
section 3101(b) at such time exceeds 2gpercent (the rate provided
by paragraph of section 3101 as amended by the Sooial Senity
Aumendments of 1956).

$ * * * * *

SEC. 3221. RATE OF TAX.

(b) The rate of tax imposed by subsection (a) shall be increased,
with respect to compensation paid for services rendered after Decem-
ber 31 1964, by a number of percentage points (including fractional
points) equal at any given time to the number of percentage points
(including fractional points) by which [the rate of the tax imposed
with respect to wages by section 3111 at such time exceeds the rate
provided by paragraph (2) of such section 3111 as amended by the
Social Security Amendments of 1956] the rate of the ta imposed0 ith
respect to wages by sectionn 3111 (a) section 3111(a) plus the rate
imposed by section 3111(b) at such time exceeds s% percent (the rate
provided by paragraph (2) of section 3111 as amended by the Social
Security Amendments of 1956).

* * * * * * *

SEC. 6061. RECEIPTS FOR EMPLOYEES.
* * * * * * *

(c) ADDmITINAL REQVuIwEMENs.-The statement required to be
furnished pursuant to this section in respect of any remuneration shall
be furnished at such other times, shall contain such other information,
and shall be in such form as the Secretary or his delegate may by
regulations prescribe. The statements required under this section
shallso show the proportion of the total amount withheld as tax
under section 3101 which is for financing the cost of hospital insurance
benefits under partA of title XVIII of the SocialSecurity A ct.

* $ * *. * * *

SEC. 6205. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT
TAXES.

(a) ADJUSTMENT OF TAX.-
* * * * * * . *

(4) District of Columbia as employer.-For purposes of this
ubsection, in the case of remuneration received during any cal-
endar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Comm,issioners of the District
of Columbia and each agent designated by them who makes a
retlur purswont to section 315 shall be deemed a separate
employer.

SEC.6413. SPECIAL RULES APPLICABLE TO CERTAIN EMPLOYMENT
TAXES.

(a) ADJUSTMENT OF TAX.-

(4) District of Columbia as employer.-For purposes of thi.
subsection, in the case of remuneration received during any cal-
endar year from the District of Columbia or any instrumentaity
which is wholly owned thereby, the Commissioners of the Distri
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of Columbia (nd each agent designated by them who makes a
return pursuant to section 315 shall be deemed a separate
employer.
* * * * * * *

(c) SPECIAL REF`UNDS.-
(1) IN GENRAL.-If by reason of any employee receiving wages

from more than one employer during a calendar year after the
calendar year 1950 and prior to the calendar year 1955, the wages
received by him during such year exceed $3,600, the employee
shall be entitled (subject to the provisions of section 31(b))
to a credit or refund of any amount of tax, with respect to such
wages, imposed by section 1400 of the Internal Revenue Code
of 1939 and deducted from the employee's wages (whether or
not paid to the Secretary or his delegate), which exceeds the tax
with respect to the first $3,600 of such wages received; or if by
reason of an employee receiving wages from more than one em-
ployer (A) during any calendar year after the calendar year1954 and prior to the calendar year 1959 the wages received byhim during such year exceed $4,200, or (B) during any calendar
year after the calendar year 1958 and prior to the calendar year1966, the wages received by him during such year exceed $4,800,or (C) during any calendar year after the calendar year 1966, the
wages received by him during such year exceed $6,600 the em-
ployee shall be entitled (subject to the provisions of section 31 (b))to a credit or refund of any amount of tax, with respect to such
wages, imposed by section 3101 and deducted from the employee's
wages (whether or not paid to the Secretary or his delegate), whichexceeds the tax with respect to the first $4,200 of such wagesreceived in such calendar year after 1954 and before 1959, or
which exceeds the tax with respect to the first $4,800 of such
wages received in such calendar year after 1958 and before 1966,
or which exceeds the taX wuth respect to the first $6,600 of such
wages received in such calendar year after 1966.

(2) APPLICABILTY IN CASE OF FEDERAL AND STATE EMPLOYEES,
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL
EMPLOYEES IN GUAM [AND AMERICAN SAMOA], American Samoa,and theDitritofOof mbia.-

(A) FEDERAL EMPLOYEES.-In the case of remuneration
received from the United States or a wholly-owned instru-
mentality therof during any calendar year, each head of a
Federal agency or instrumentality who makes a return pur-suant to section 3122 and each agent, designated by the head
of a Federal agency or instrumentality, who makes a return
pursuant to such section shall, for purposes of this subsec-
tion, be deemed a separate employer, and the term "wages"
includes for purposes of this subsection the amount, not to
exceed $3,600 for the calendar year 1951, 1952, 1953, or 1954,$4200 for the calendar year 1955, 1956, 1957, or 1958, [or$4,800 for any calendar year after 1958] $4,)o for the cal-
endar year 1969, 1960,1 961, ,191 196 1964, or 1965, or
8$6s00 for anty calendar year after 1966, determined by each
such head or agent as constituting wages paid to an employee.

* * .* * * * *
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(F) Governmental employes in the District of Colun-
bia.-In the ease of remuneration received from the Ditriot
of Cohmbia or any instrmentality wholly owned thereby
during any calendar year, the Comwmissioners of the District
of Columbia amd each agent designated by them'who makes
a return puaL t to seotio n 31e5 (c) shal, for purposes of
this subsetin, be deemed a separate employer.

RAILROAD RETIREMENT ACT OF 1937, AS AMENDED
Definitions

Section 1. For the purposes of this Act-

(q) The terms "Social Security Act" and "Social Security Act,
as amended," shall mean the Social Security Act as amended in
[19611 965.

Annuities and Lump Sum for Survivors

Sec. 5.

(k) PROVISIONS FOR CREDITING RAILROAD INDUSTRY SERVICE UNDER
TIE SOCIAL SECURITY ACT IN CERTAIN CASES.--(1) For the purpose
of determining (i) insurance benefits under title II of the Social
Security Act to an employee who will have completed less than ten
years of service and to others deriving from him or her during his
or her life and with respect to his or her death, and lump-sum death
payments with respect to the death of such employee, and (ii) in-
surance benefits with respect to the death of an employee who will
have completed ten years of service which would begin to accrue on
or after January 1, 1947, and with respect to lump-sum death pay-
ments under such title payable in relation to a death of such an
employee occurring on or after such date, and for the purposes of
sections 203 and section 216(i) (3) of that Act section 15 of the Rail-
road Retirement Act of 1936, section 210(a) (10) of the Social
Security Act, and section 17 of this Act shall not operate to exclude
from "employment", under title II of the Social Security Act, service
which would otherwise be included in such "employment" but for such
sections. For such purpose, compensation paid in a calendar year
shall, in the absence of evidence to the contrary, be presumed to have
been paid in equal proportions with respect to all months in the year
in which the employee will have been in service as an employee. In
the application of the Social Security Act pursuant to this paragraph
to service as an employee, all services as defined in section 1 (c) of this
Act shall be deemed to have been performed within the United
States.

(2) [(A) The Board and the Secretary of Health, Education, and
Welfare shall determine, no later than January 1,954, the amount
which would place the Federal Old-Age and Survivors Insurance
Trust Fund in the same position in which it would have been at the
close of the fiscal year ending June 30, 1952 if service as an employee
after December 31, 1936, had been included in-the term "employment"
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as defined in the Social Security Act and in the Federal Insurance
Contributions Act.
[(B) On January 1, 1954, for the fiscal year ending June 30, 1953,and at the close of each fiscal year beginning with the fiscal year endingJune 30, 1954, the Board and the Secretary of Health, Education,and Welfare shall determine, and the Board shall certify to the Secre-

tary of the Treasury for transfer from the Railroad Retirement
Account (hereafter termed "Retirement Account") to the Federal
Old-Age and Survivors Insurance Trust Fund interest for such fiscal
year at the rate specified in subparagraph (D) on the amount deter-
mined under subparagraph (A) less the sum of all offsets made under
subparara h (0)(i).

(c) ((A) (i) At the close of the fiscal year ending June 30, 1953,and each fiscal year thereafter the Board and the Secretary of Health
Education, and Welfare shall determine the amount, if any, which if
added to or subtracted from the Federal Old-Age and Survivors
Insurance Trust Fund would place such Fund in the same position in
which it would have been if service as an employee after December
31, 1936, had been included in the term "employment" as defined in
the Social Security Act and in the Federal Insurance Contributions
Act. [For the purposes of this subparagraph, the amount determined
under subparagraph (A) less such offsets as have theretofore been
made under this subdivision of this subparagraph, and the amount
determined under subparagraph (B) for the fiscal year under consider-
ation shall be deemed to be part of the Federal Old-Age and Survivors
Insurance Trust Fund.] Such determination shall be made no later
than June 15, following the close of the fiscal year. If such amount
is to be added to the Federal Old-Age and Survivors Insurance Trust
Fund, the Board shall, within ten days after the determination, certifysuch amount to the Secretary of the Treasury for transfer from
the Retirement Account to the Federal Old-Age and Survivors Insur-
ance Trust Fund; if such amount is to be subtracted from the Fed-
eral Old-Age and Survivors Insurance Trust Fund, the Secretaryof Health, Education, and Welfare shall, within ten days after the
determination, certify such amount to the Secretary of the Treasuryfor transfer from the Federal Old-Age and Survivors Insurance Trust
Fund to [the Retirement'Account] the Railroad Retirement Account
(hereinafter termed "Retirement Acoownt"). The amount so certified
shall further include interest (at the rate determined in [subparagraph
(D)] subpjaragraph (B) for the fiscal year under consideration) pay-able from the close of such fiscal year until the date of certification.
[In the event the Secretary of Health Education and Welfare is re-
quired under the provisions of this subdivision oi this subparagraphto certify to the Secretary of the Treasury an amount to be transferred
to the Retirement Account from the Federal Old-Age and Survivors
Insurance Trust Fund, the Secretary of Health, Education and Wel-
fare, in lieu of such certification, ma offset the amount determined
under the first sentence of this subdivision of this subparagraph againstthe amount determined under subparagraph (A) as diminished by
any prior offsets and the offsets shall be made to be effective as of the
first day of the fiscal year following the fiscal year under considera-
tion.]

(i)n At the close of the fiscal year ending June 80, 1958, and each
fiscal year thereafter, the Board and the Secretary of Health, Educa-
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tion, and Welfare shall determine the amount, if any, which, if added
to or subtracted from the Federal Disability Insurance Trust Fund
would place such Fund in the same position in which it would have
been if service as an employee after December 31, 1936, had been
included in the term "employment" as defined in the Social Security
Act and in the Federal Insurance Contributions Act. Such determi-
nation shall be made no later than June 15 following the close of the
fiscal year. If such amount is to be added to the Federal Disability
Insurance Trust Fund the Board shall, within ten days after the
determination, certify such amount to the Secretary of the Treasury
for transfer from the Retirement Account to the Federal Disability
Insurance Trust Fund; if such amount is to be subtracted from the
Federal Disability Insurance Trust Fund the Secretary of Health,
Education and Welfare shall within ten days after the determina-
tion, certify such amounts to the Secretary of the Treasury for trans-
fer from the Federal Disability Insurance Trust Fund to the Retire-
ment Account. The amount so certified shall further include interest
(at the rate determined in subparagraph (D) for the fiscal year under
consideration) payable from the close of such fiscal year until the date
of certification.

(iii) At the close of the fiscal year ending June 30,1966, and each
fiscal year thereafter, the Board and the Secretary of Health, Educa-
tion, and Welfare shall determine the amount, if any, which, if added
to or subtracted from the Federal Hospital Inurance Trust Fund,
would place such fund in the same position in which it would have
been if service as an employee after December 31, 1936, had been in-
cluded in the term employmentn" as defined in the Social Security
Act and in the Federal Insurance Contributione Act. Such deter-
minatin shall be made no later than June 16 following the close of
the fiscal year. If such amount is to be added to the Federal Hospi-
tal Insurance Trust Fund the Board shall, within ten days after the
determination, certify suoh amount to the Secretary of the Treasury
for transfer from the Retirement Acoount to the Federal Hospital
Insurance Trust Fund; if such amount is to be subtracted from the
Federal Hospital Insuranwe Trust Fund the Secretary of Health,
Education and Welfare shall, within ten days after the determina-
tion, certify such amount to the Secretary of the Treasury for transfer
from the Federal Hospital Insurawe Trust Fund to the Retirement
Account. The amount so certified shall further include interest (at
the rate determined under subearagraph (B) for the fiscal year under
consideration) payable from the close of such fiscal year until the date
of certification;
C(D)] (B) For the purposes of [subparagraphs (B) and (C)]

subparagraph (A), for any fiscal year, the rate of interest to be used
shall be equal to the average rate of interest, computed as of May 31
preceding the close of such fiscal year, 'borne by all interest-bearing
obligations of the United States then forming a part of the public
debt; except that where such average rate is not a multiple of one-
eighth of 1 per centum, the rate of interest shall be the multiple of
one-eighth of 1 per centum next lower than such average rate.
[(E)l|l (C) The Secretary of the Treasury is authorized and

directed to transfer to the Federal Old-Age and Survivors Insurance
Trust Fund or the Federal Disability Insurance Trust Fund from the
Retirement Account or to the Retirement Account from the Federal
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Old-Age and Survivors Insurance Trust Fund or the Federal Dis-
ability Insurance Trust Fund, as the case may be such amounts as,
from time to time, may be determined by the Board and the Secretary
of Health, Education and Welfare pursuant to the provisions of sub-
paragraphs (B) and (C) of this subsection, and certified by the
Board or the Secretary of Health, Education, and Welfare for trans-
fer from the Retirement Account or from the Federal Old-Age and
Survivors Insurance Trust Fund or the Federal Disability Insurance
Trust Fund.

(3) The Board and the Secretary of Health, Education, and Wel-
fare, shall, upon request, supply each other.with certified reports of
records of compensation or wages and periods of service of determina-
tions under section 3(e) of this Act, or section 216(i) of the Social
Security Act, of periods of disability within the meaning of such sec-
tion 216(i) and of other records in their possession orwhich they
may secure, pertinent to the administration of this section, stion 3 (e)
of this Act, or title II of the Social Security Act as affected by para-
graph (1). Such certified reports shall be conclusive in adjudica-
tion as to the matters covered therein (except in the case of a deter-
mination of disability under section 216(iy of the Social Security
Act): Provided That if the Board or the Secretary of Health, Edu-
cation, and Welfare, receives evidence inconsistent with a certified
report and the application involved is still in course of adjudication
or otherwise open for such evidence, such recertification of such reportshall be made as, in the judgment of the Board or the Secretary of
Health, Education, and Welfare, whichever made the original certi-
fication, the evidence warrants. Such recertification and any subse-
quent recertification shall be treated in the same manner and be
subject to the'same conditions as an original certification.]

(C) The Secretary of the Treasury is authorized and directed to
transfer to the Federal Old-Age and Survivors Insurance Trust Fund,
the Federal Disability Insrance Trust Fund, or the Federal Hospital
Insurance Trust Fwnd from the Retirement Account or to the Retire-
ment Account from the Federal Old-Age and Survivors 'Insrance
Trust Fund, the Federal Disability Insurance Trust Fund, or the
Federal Hospital Insurance Trust Fund, as the case may be, such
amounts as, from time to time, may be determined by the Board and
the Secretary of Health, Educatin, and Welfare pursuant to the
provisions of subparagraph (A), and certified by the Board or the
Secretary of Health, Education, and Welfare for transfer from the
Retirement Account or from the Federal Old-Age and Survivor In-
surance Trust Fund, the Federal Disability Insurance Trut Fund, or
the Federal Hospital Insrance Trust Fund.

(1) DENmrrxows.--For the prpoe of this section the term "em-
ployee" includes an individual who will have been an "employee",and-

* * * * * * *

(9) An employee's "average monthly remuneration" shall mean
the quotient obtained by dividing (A) the sum of (i) the compensa-
tion paid to him after 1936 and before the employee's closing date,eliminating any excess over $300 for any calendar month before July1, 1954, any excess over $350 for any calendar month after June 30,
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1954, and before the calendar month next following the month in
which this Act was amended in 159, any excess over $400 for any
calendar month after the month in which this Act was so amended,
and before the calendar month next following the month in which this
Act was amended in 1963 and any excess over $450 for any calendar
month after the month in which this Act was so amended, and (ii) if
such compensation for any calendar year before 1955 is less than $3,600
or for any calendar year after 1954 and before 1959 is less than $4,200,
or for any calendar year [after 1958 is less than $4;800] after 1968
and before 1966 is less than $4,800, or for any calendar year after 1966
is less than $6f00, and the average monthly remuneration computed
on compensation alone is less than $450 and the employee has earned
in such calendar year "wages" as defined in paragraph (6) hereof,
such wages, in an amount not to exceed the difference between the
compensation for such year and $3,600 for years before 1955, $4,200
for years after 1954 and before 1959, [and $4,800 for years after 19583
$4,800 for years-after 1968 and before 1966, and $6,600 for years after
1966 by (B) three times the number of quarters'elapsing'after 1936
and before the employee's closing date: Provided, That for the period
prior to and-including the calendar year in which he will have attained
the age of twenty-two there shall be included in the divisor not more
than three times the number of quarters of coverage in such period:
Provided, further, That there shall be excluded from the divisor any
calendar quarter which is not a quarter of coverage and during any
part of which a retirement annuity will have been payable to him.
An employee's "closing date" shall mean (A) the first day of the first
calendar year in which such employee both had attained age. 65 and
was completely insured; or (B) the. first day of the calendar year in
which such employee died; or (C) the first day of the calendar year
following the year in which such employee died, whichever would
produce the'highest "average monthly remuneration" as defined in
the preceding sentence. If the amount of the "average monthly re-
muneration" as computed under this paragraph is not a multiple of
$1, it shall be rounded to the next lower multiple of $1.
With respect to an employee who will have been awarded a retire-

ment annuity, the term "compensation" shall, for the purposes of this
paragraph, mean the compensation on which such annuity will have
been based;

a * a a a *

HOSPITAL INSURANCE BENEFITS FOR THE AGED
[Sec. 21. For the purposes of part A of title XVIII of the Sooial Se-

curity Act, in order to provide hospital insurance benefits for an-
nuitants, pensioners, and certain other aged individuals, the Board
shall, upon request of the Secretary of Health, Education, and Wel-
fare, certify to the Secretary the name of any individual who has
attained age 66 and who (1) s8 entitled to an annuity or pension under
this Act, (2) wold be entitled to such an cAmnity had he (i) ceased
comenated service and (in the case of a souse) had suh 8spouse's
hwsand or ife ceased compensation service and (i) applied for suchannuity, or (8) bears a relationship to an employee whih, by reason
of section (e), of this Act, has been, or would be, taken into account
in calculating the amount of an annuity of such employee or his sur-
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vivors. Swch a certifoation shal include sorh additional information
asma be necessary to carry out the provisions of artA of title XVIII
of the Social Security Act, and shall become effective on the date of
certification or on such earlier date not more than one year prior to
the date of certifiation as the Board states that such individual first
met the .reprements or certification. The Board shall notify the
Secretary of the date on which such individual no longer meets the
requirements of this section]

Sec. 21. (a) For the purposes of this section, and subject to the con-
ditions hereinafter provided, the Board shall have the same authority
to determine the rights of iinividuals described in subsection (b) of
this section to have payment made rn their behalf for hospital insur-
ance benefits consisting of inpabe.t hospital servies, post-hospitalextend care services, post-hospital home health series, and out-
patient hospital diagnostic services (all hereinafter referred to as
seriess) within the meaning of section 06, and parts A and 0 oftitle XVIII of the Social Seouriy Act as the Secretary of Health,
Education, and Welfare has under such section and such parts with
respect to indiidual to whom such section and such parts apply. The
rights of individuals described in subsection (b) of this seion to have
payment made on their behalf for the services referred to in the newt
preceding sentence shall be the same as those of individuals to whom
setion. 6, and part A of title XVIII, of the Sooial Seuority Actapplyand this section shall be administered by the Board as if the provision
of suh section and such part A were applicable, as if references to the
Secretary, of Health, Ediwation, and Welfare were to the Board, as if
references to the Federa lpitaInsurance Trust Fund were to the
Railroad Retirement Account, as if, references to the United States or
a State included Canada or a subdivwzon thereof, and as if the pro-visions of section 1862(a) (4) 1S, 1867, 1868, 1874(b), and 1875 of
suoh title XVIII were not included n such title. For purposes of sec-
tion 11, a determination with respect to the rights of an individual
under this section shU, except in the case of a provider of services,
be considered to.be a decision with respect to an annuity.

(b) Except as otherwise provided n this section, every individual
who-
A A) has attained age 65, and

B) (i) is entitled to an annuity, or (ii) would be entitled to
an annuity had he ceased compensated service and, in the case of
a spouse, had such spouse' husband or wife ceased compensatedserve, or (iii) had been awarded a penswn under section 6, or
(iv) bears a relationship to an employee which, by reason of
section 3(e), has been, or would be, taken into account in calulat-
ing the amount of ana mswity of such em oyee or his survivor,

shall be entitled to have paymentmade for the services referred to in
subsection (a), and i accordance with the provisions of such sub-
section. The payments for services herein provided for shall be made
from the Railroad Retirement Accout (in accordance with, and sub-
jeot to, the conditions applicable under section 10(b) in making pay-
ment of other benefits) to the hospital, extended care facility, or
home health agency providingsuch services, including such services
provided in anada to iiudual to whom this subsection applies,
but only to the etent that the am t of payments for services other-
wise hereunder provided for an indvidual exceeds the amount payable
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for like services provided pursuant to the law in effect in the placein Canada where such services are furnished. For the purp8oes ofthis section, an individual shall be entitled to have payment made forthe services referred to in subsection (a) provided during the month
in which he died if he would be entitled to have payment for services
provided during such month had he died in the newt month.

(o) No individual shall be entitled to have payment made for the
same services, which are provided for in this section, under both (i)this section and (ii) sectumn 6, and part A of title XVIII, of the
Social Security Act, and no individual shall be entitled to have pay-
ment made under both (i) this section and (ii) section 26, and partA of title XVIII, of the Social Security Act for more than would
be payable if he were ualified only under the provisions described
in clause (i) or only under the provisions described in clause (ii).
In any case in whzoh an individual would, but for the preceding
sentence, be entitled to have payment made under both the provisions
described in clause (i) and the provisions described in clause (ii) in
such preceding sentence, payment for such services to which such
individual would be entitled shall be made in accordance with the
procedures established pursuant to the neot succeeding sentence, uponcertification 'by the Board or by the Secretary of Health, Education,
and Welfare. It shall be the duty of the Board and such Secretary
with respect to such cases jointly to establish procedures designed to
minimize duplications of requests for payment for such services, and
of determinations, and to assign administrative functions between
them so as to promote the greatest facility, effiienty, and consistency
of administration 'of thissection and section £26, and part A of title
XVIII, of the Social Security Act; and subject to the provision of
this subsection to assure that the rights of individuals wuner this
section or section _26, and part A of title XVII, or the Social
Security Act shall not be impaired- or diminished .by reason of the
administration of this section and section 6, and part A of title
XVIII, of the Social Security Act. The procedures so established
may be included in regulations issued by the Board and by the Secre-
tary of Health, Education, and Welfare to implement this sectionand
such section 26, and part A of title XVIII, respectively.

(d) Any agreement entered into by the Secretary of Health, Edu-
cation, and-Welfare pursuant to part A or part C of title XVII! of
the Social Security Act shall be entered into on behalf of both such
Secretary and the Board, The preceding sentence shall not be con.,
strued to limit the authit y of the Board to enter on its own behalf
into any such agreement relating to services provided in Canada or
in any facility devoted primrily to railroad employees.

(e) A request for payment for services filed under this section shall
be deemed to be a request for payment for servies filed as of the same
time under section 26, and part A of title XtIII, of the Social
Security Act, and a request for payment for services filed under such
section 126 and such part shall be deemed to be a request for payment
for services filed as of the same time under this section.

(f) The Board and the Secretary of Health, Education, and Wel-
fare shall furnish each other with such information, records, and
documents as may be considered necessary to the administration of
this section or section £6, and part A .of title XVIII, of the Social
Security Act.
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(g) Any payment to any provider of services or other person
(covered by this section or partB of title XVIII of the Social Security
Act) with respect to items or services furnished any individual who
meets the requirements of subsection (b) of this section shall be
governed, to the extent applicable, ad as if references to the Secretary
were references to the Board, by the provisions of section 1870 of the
Social Security Act and treated for the purposes of section 9 of this
Act, as if it were a payment of an annuity or pension, except that any
recovery of overpament under part B of title XVIII of the Social
Security Act shall be transferred to the Federal Supplementary Medi-
cal Insurance Trust Fund.

(h) For purposes of this section (and sections 1840, 1843, and
1870 of the Social Security Act), entitlement to an annuity or pension
under this Act shall be deemed to include entitlement under the Rail-
road Retirement Act of 1935.

(i) There are authorized to be appropriated to the Railroad Retire-
ment Account from time to time suoh sums'as the Board finds sufficient
to cover-

(1) the costs of payments made from such account under this
section,

( ) the additional administrative expenses resulting from such
payments, and

(3) any loss of interest to such account resulting from such
payments,

in cases where such payments are not includible in determinations
under section 6(k)(i))(iii) of this Act, provided such payments
could have been made as a result of section 103 of the Health Insur-
ance for the Aged Act but for eligibility under subsection (b) of this
section.
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