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95TH CONGRESS SENATE REPOR
let Se8aion I No. 95-612

SOCIAL SECURITY AMENDMENTS OF 1977

DecEMBER 14, 1977.--Ordered to be printed

Mr. LONG, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 9W81

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 9346) to
amend the Social Security Act and the Internal Revenue Code of 1954
to strengthen the financing of the social security system, to reduce
the effect of wage and price fluctuation on the system's benefit struc-
ture, to provide for the conduct of studies with respect to coverage
under the system for Federal employees and for employees of State
and local governments, to increase the earnings limitation, to elimi-
nate certain gender-based distinctions and provide for a study of
proposals to eliminate dependency and sex discrimination from the
social security program, and for other purposes, having met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:

That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
inent insert the following:
That this Act, with the following table of contents, may be cited a8
the "Social Security Amendments of 1977".
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TITLE I-PROVISIONS RELATING TO THE FINANCING
OF THE OLD-AGE SURVIVORS, AND DISABILITY IN-
SURANCE PROGRAM

ADJUSTMENTS iA TAX RATES

SEc. 101. (a) (1) Section 3101(a) of the Internal Revenue ('ode of
1954 (relating to rate of tax on employees for urposes of old-age,
survivors, and disability insurance) is amended fy striking out para-
graphs (1) and (2) and inserting in lieu thereof the following:

"(11 with respect to wages received during t calendar years
1974 through 197, the rate shall be 4.95 percent;

"(2) with respect to wages received during the calendar year
1978, the rate shall be 5.05 percent;

"(3) with respect to wages received during the calendar years
1979 and 1980, the rate s hal be 5.08 percent;

"(4) with respect to wages received during the calendar year
1981, the rate shall be 5.35 percent;

"(5) with respect to wages received during the calendar years
1982 through 1984, the rate shall be 5.40 percent;

"(6) with respect to wages received during the calendar years
1985 through 1989, the rate shall be 5.70 percent; and

"(7) with respect to wages received after December 31, 1989,
the rate shall be 6.20 percent.".

(2) Section 3111(a) of such Code (relating to rate of taxo on em-
ployers for purposes of old-age, survivors, and disab iiy insurance) is
amended by striking out paragraphs (1) and (2) and inserting in lieu
thereof the following:

"(1) with respect to wages paid during the calendar years
1974 through 1977, the rate shall be 4.95 percent;

"(2) with respect to wages paid during the calendar year 1978,
the rate shall be 5.05 percent;

"(3) with respect 'to wages paid during the calendar years
1979 and 1980, the rate shall be 5.08 percent;



"(4) with respect to wages paid during the calendar year 1981.
the rate shall be 5.35 percent;

"(5) 'with respect to wages paid during the calendar years
1982 through 1984, the rate shal be 5.0 percent;

"(6) with respect to wages paid during the calendar years
1985 through 1989, the rate shall be 5.70 percent; and

"(7) with respect to wages paid after December 31, 1989. th,
rate shall be 6.20 percent.".

(3) Section 1401(a) of such Code (relating to rate of tax on self-
.mploymext income for purposes of old-age, survivors, and disability
insurance) is amended by striking out "a tax" and all that follows awd
inserting in lieu thereof the fooW i 4ng "a tax as follows:

"(1) in the case of any taable year begin*&ing before January 1.
1978, the tax shall be equal to 7.0 percent of the amount of th,
self-employment income for such taxable year;

"(2) in the case of any taxable year beginning after December
31, 1977, and before January 1, 1979, the tax shall be equal to
7.10 percent of the amount of the self-employment income for
such taxable year;

"(3) in the case of any taxable year beginning after Decemb, r
31, 1978, and before January 1, 1981. the tax shall be equal to 7.o-;
percent of the amount of the self-employment income for sucht
taxable year;

"(4) in the case of any taxable year beginning after Decembt r
31, 1980, and before January 1, 1982, the tax shall be equal t,
8.00 percent of the amount of the self-employment income for
such taxable year;

"(5) in the case of any taxable year beginning after Decemb r
31, 1981, and before January 1, 1985, the tax shall be equal t,
8.05 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, 1984, and before January 1, 1990, the tax shall be equal t,
8.55 percent of the amount of the self-employment income for
such taxable year; and

"(7) in the case of any taxable year beginning after Deoembe r
31, 1989, the tax shall be equal to 9.30 percent of the amount of
the self-employment income for such taxable year.".

(b) (1) Section 3101(b) of such Code (relating to rate of tax oi,
employees for purposes of hospital insurance) is amended by striking
out paragraphs (1) through (4) and inserting in lieu thereof tk(
fo ,w:

1)with respect to wages received during the calendar years
197 through 1977. the rate shall be 0.90 percent;

"(8) with respect to wages received during the calendar year
1978, the rate shall be 1.00 percent;

"(3) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 1.05 percent;

"(4) with respect to wages received during the calendar years
1981 thrmigh 1984, the rate shall be 1.30 percent;

"(5) with respect to -wages received during the calendar year
1986. the rate shall be 1.I5 percent; and

"(6) with respect to wages received after December 31, 1985,
the rate, #hall be 1.45 percent.".



(8) Section 3111(b) of such Code (relating to rate o tax on.em-
ployer for purposes of hospital insurate) is amended by striking
out peragraphi (1) through (4) and inserting in lieu ther8eof the

foaotoi1) with respect to wages paid during the calendar years 1974

through 1977, the rate hail be 0.90 percent:
"(8) with respect to wages paid during the calendar year 1978,

the rate shall be 1.00 percent;
"(3) with respect to wages paid during the calendar years 1979

and 1980, the rate shall be 1.05 percent;
"(4) with respect to wages paid during the calendar years 1981

through 1984, the rate shail be 1.30 percent;
"(5) with respect to wages paid during the calendar year 1985,

the rate shall be 1.5 percent; and
"(6) with respect to wages paid after December 31, 1985, the

rate shall be 1J45percent.".
(3) Section 1401 (b) of suh Code (relating to tax on self-emplo. -

ment income for purposes of hospital insurance) is amended by 8tii.-
,ng out paragraphs (1) through (4) and inserting in lieu thereof the
f ollowin g:"(1) in the case of any taxable year beginning after Decem-

ber 31, 1973, and before January 1, 1978, the tax shall be equal to
0.90 percent of the amount of the self-employment income for such
taxable year;.

"(') te case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1,1979, the tax shall be equal to
1.00 percent of the amount of the self-employment income for such
taxable year;

"(3) in the case of any taxable year beginnin. after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equaZ to
1.05 percent of the amount of the self-employment income for such
taxable year;

"(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 1985, the tax small be equal to
1.30 percent of the amount of the self-employment income for such
taxable year,

"(5) in the case of any taxable year beginning after Decem-
ber 31, 1984, and before January 1, 1986, the tax shall be equal
to 1.35 percent of the amount of the self-employment income for
such taxable year; and

"(6) in the case of any taxable year beginning te-r Decem-
ber 31, 1985, the tax shall be equal to 145 percent of the amount
of the self-employment income for such taxable year.".

ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

Sc. 102. (a) (1) Section 201 (b) (1) of the Social Security Act is
amended by striking out clauses (G) through (J) and inserting in lieu
thereof the following: "(G) 1.56 per centum of the wages (as so de-
fined) paid after December 31, 1977, and before January 1, 1979, and
, o reported, (H) 1.60 per centum of the wages (as 8o defined) paid
after December 31, 1978, and before January 1, 1981, and so reported,
(I) 1.65 per centum of the wages (as so defined) paid after Deacm-



ber 31, 1980 and before January 1, 1085, and so reported, (J) 130 per
centum of tie wages (as so defined) paid after December 31,1984, aud
before January 1, 19W, and so reported, and (K) 2.20 per centum of
the wage. (as so defined) paid after December 31, 1989, and so
reported,".

(2) Section 201 (b) (2) of such Act is amended by striking out dlau
(G) through (J) and inserting in lieu there ths following: "(G)

Srcentum of the amount of eel/-em oy nt income (as so
defined) so reported for any taxabl year iing after Decen-
ber 31,1977, and before January 1, 1979, (H) 1.44 per centum of th,
amount of self-employment income (a. so defined) so for a,,y
taxable year beginning after December 31, 1978, a before Janu-
ary 1, 1981, (1) 1.2376 per centum of the amount of sdf-employment
income (as so defind) so reported for any taxable year beginrng
after December 31, 1980, and before January 1, 1985, (J) 1.4250 p r
centum of the amount of self-employment income (as so defined) so
reported for any taxable year be gmnnng after December 31, 1984, and
before January 1, 19, and (K) 1.60 per centum of/the amount of
self-employment income (as so defined) so reported for any taxable
year beginning after December 31, 1989,".

INCREASES IN EARNINGS BASE

Sic. 103. (a) (1) Section 230(a) of the Social Security Act ,A
amended by inserting "or (c)" after "determined under subsectio,
(b)".

(2) Section 230(b)of such Act is amended by striking out "shall be-
in the matter preceding paragraph (1) and inserting in lieu thereof
"shall (subject to subsection (c) ) be".

(b) Section 23O(c) of/such Act is amended-
(1) by inserting "(1)" immewdiately before "the 'contribution

and benefit base' "; and
(0) by striking out "section." and inserting in lieu thereof thr

followi
etion, a= ( (R) _the 'contribution and benefit base' with respect to

remuneration paid (and taxable years beginning)-
"(A) in 1978 shall be $17,700,
"(B) in 1979 shall be $2,900,
"(C) in 1980 shall be $25,900, and
"(D) in 1981 shall be $9),700.

For purposes of determining under subsection (b) the contributioni,
and benefit base' with respect to remuneration paid (and taxable years
beginning) in 1982 and subsequent years, the dollar amounts specified
in clause (2) of the preceding senteree shall be considered to have re-
sulted from the application of such subsection (b) and to be thor
amount determined (with respect to the years involved) under that
subsection. For purposes of determining employer ta.x liability under
section 32l1(a) of the Internal Revenue (7ode of 1954, for purposes of
detrmning the portion of the employee representative ta liability
under section SM11(a) of such C ode which results from the applica-
tion of the 95 percent rate specified therein, and for purposes of corn-
puting average monthly compensation under section 3(j) of the Rail-
road Retirement Act of 1974, except with respect to annidty amounts



determined under section 3(a) or 3(f) (3) of such A ct, clause (2) and
the preceding sentence of this stsuect ion shall be disregarded.".

(r) (1) Section 230 of uch Act is further amended by adding at the
,rnd thereof the following new subsection:

(d) Notwithstanding any other provision of law, the contribution
and benefit base determined under this section for any calendar ,ear
after 1976 for purposes of section 4022(b) (3) (B)of Public Law
93-406, with respect to any plam shall be the contribution and benefit
base that would have been determined for such year if this section as
in effect immediately prior to the enactment of the Social Security
Amendment, of 197 had remained in effect without change.".

(2) The amendment made by paragraph (1) shall apply with re-
swect to plan terminations occurring after the date of the enactment
of this Act.

(d) (1) The second sentence of section .15(i) (2) (D) (v) o such
Act is amended by striking out "is equal to one-twelfth o the new
contribution and benefit bas'" and inserting in lieu there "is equal
to, or exceeds by less than $5, one-twelfth of the new contribution and
benefit base".

(2) The third sentence of section 216(i) (2) (D) (w) of such Act
is amended by striking out all that follows "clause (iv)" and insert-
ing in lieu thereof "plus £0 percent of the excess of the second figure
in the last line of column!!!l as extended under the preceding sen-
fnce over such second figure for the calendar year in which the table
of benefits is revised.".

EFFECTIVE DATE

SEC. 104. The amendments made by this title shall apply with respect
to remuneration paid or received, and taxable years beginning, after
1977.

TITLE II-STABILIZATION OF REPLACEMENT RATES IN
THE OLD-AGE, SURVIVORS, AND DISABILITY INSUR-
ANCE PROGRAM

COMPUTATION OF PRIMARY INSURANCE AMOUNT

SEC. £01. (a) Section 215(a) of the Social Security Act is amended
to read asfollows:

"(a) (1) (A) The primary insurance amount of an individual shall
(except as otherwise provided in this section) be equal to the sum
of-

"(i) 90 percent of the individual's average indexed monthly
earnings (determined under subsection (b)) to the extent that
such earnings do not exceed the amount established for purposes
of this clause by subpararaph (B),

"(i i) 32 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (i) but do not exceed the amount
established for purposes of this clause by subparagraph (B), and

"(ii) 15 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (ii),



rounded in accordance with subsection (g), and thereafter increased
as diovided n subsection (i).

(iFor individuals who initially becomeM ,Ubl for old-age
or itsabl y insurance benefits, or wo die (before becoming eigible
for sAch benefits), in the calendar year 1979, the amount established
for purposes of claue (i) and (ii) of subparagraph (A) shall be $180
and $1,086, repeotivey.

46(ii) For individuals who initially become .ligible for oi-age or
dsability insurance benefit., or who die (before becoming eligible for
such beefit),i any calendar year after 1979, each of the amounts so
established shall equal the product of the corepoinamu eta.
lished with respect to the calendar year 1979 under clause (i) of thi&r
subparagraph and the quotient obtained by dividing-

" (I)the average of the total wage. (as defined in regulasionr
of the Secretary and computed without regard to the limitatio,,A
apecifed in section 209 (a) )reported to the Secretary of the Treas-
ury or hia delegate for the second calendar year preceding th,
calendar year for which the determination is made, by

"(II) the average of the total wages (as so defined and con.
puted) reported to the Secretary of the treasury or hit delegate
for the calendar year 1977.

"(iii) Each amount established under clause (ii) for any calendar
year hall be rounded to the nearest $1, except that any amount so
established which is a multiple of $060 but not of $1 shall be rounded
to the next higher $1.

"(C) (i) No primary insurance amount computed under subpara-
graph (A) may be less than,-

"(1I) the dollar amount set forth on the first line of column IT
in the table of benefits contained in (or deemed to be contained in)
this subsection as in elect in December 1978, rounded (if not a
multiple of $1) to the next higher multiple of $1, or"(71) an amount equal to $11.50 multiplied by the individual's
years of coverage in excess of 10, or the increased amount deter-
mined for purposes of this subdivision under subsection (I),

whichever is greater. No increase under subsection (i), eompt as pro-
vided in subsection (i)(2)(A), shall apply to the dollar amount
specifted in subdivision (I) of this clause.

"(ii) For purposes of clause (i) (II), the term 'years of coverage'
with respect to an individual means the number (not exceeding 30)
equal to the sum o (1) the number (not exceeding 14 and disregarding
any fraction) determined by ditiding (a) the total of the wages
credited to such individual (including wages deemed tob e paid prior
to 1951 to such individual under section 817, com station under the
Railroad Retirement Act of 1937 prior to 1961 wich is creditable to
such individual pursuant to this title, and wage. deemed to be paid
prior to 1951 to such individual under section 231) for years after
1936 and before 1951 by (b) $900, plus (II) the number equal to
the number of years after 1950 each of which isa computation base
year (within the meaning of subection b) (2) (B) (ii) ) and in each
of which he is credited with wages (iding wages deemed to be paid
to such individual under section 217, compensation under the Railroad
Retirement Act of 1937 or 1974 which is creditable to such individual
pursuant to .this title, and wag, deemed to be paid to suck individual



under section 29) and self-employment income of not less than e6
percent of the maxiimum amount which, puersuant to subsection (e),
may be counted for such- year, or of not less than 25 percent of the
aazi mum amount which could be so counted or such year (in the case

ol a year after 1977£) if section 30 as in effect immediately prior to
the e6nactM4t of the Soial Security Amendments of 197V had re-
mained in effect without change.

"(D) In each calndar yeer after 1978 the Secretry- shall publish
in the Federal Register, on or before November 1, the formula for com-
puting benefits under this paragraph and for adjusting wages and
self-employment income under subsection (b) (3) in the rase of an
individual who becomes ,,ligible for an old-age insurance benefit.or
(if earlier) becomes eligible for a disability insurance benefit or dies,
in the following year, and the average of the total wages (as described
in subparagraph (B) (it) (I)) ot which that formula is based. With
the initial publication required by this subparagraph, the Secretary
shall alto publish in the Federal Register the average of the total wages
(as so described) for each calendar year after 1960.

"(2) (A) A year shall not be counted as the year of an individual's
death or eligibility for purposes of thi. subsection or subsection (i)
in any case where such individual was entitled to a disability insuranee
benefit for any of the It months immediately preceding the month of
such death or eligibility (but there shall be counted instead the year of
the individual's eligibility for the disability insurance benefit or bene-
fits to which he was entitled during such 12 months).

"(B) In the case of an individual who was entitled to a disability
insurance benefit for any of the 12 months before the month in which
he became entitled to an old-age insurance benefit, became reentitled toa disability insurance benefit, or died the primary insurance amount
for determining any benefit attributable to that entitlement, reentitle-
ment, or death is the greater of-

"(i) the primary insurance amount upon which such disability
insurance benefit was based, increased by the amount of each gen-
eral benefit increase (as defined in subsection (i) (3) ),and each
increase provided under subsection (i) (2), that iwoud have ap-
plied to such primary insurance amount had the individual re-
mained entitled to such disability insurance benefit until the
month in which he became so entitled or reentitled o7'died, or

"(ii) the amount computed under paragraph (1) (C).
"(C) In the case of an individual who was entitled to a disability

iiurance benefit for any month, and with respect to whom a primary
insurance amount is required to be computed at anytime after the
close of the period of the individual's diability (whether because of
such individuals subsequent entitlement to old-age insurance benefits
or to a disability insurance benefit based upon a subsequent period of
disability, or because of such individual's death), the primary insur-
awce amount so computed may in no case be less than the primary in-
surance amount with respect to which such former disability insurance
benefit was most recently determined.

"(3) (A) Paragraph (1) applies only to an individual who was not
eligible for an old-age insurance benefit prior to January 1979 and
who in that or any succeeding month-

"(i) becomes eligible for such a benefit,
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"(iU) becomes eligible for a disability insurance benefit, or
,,(ii) dies

and (except or subparagraph (C) (i) (II) thereof) it applies to every
such indiidual except to the extent otherwise provided by paragraph

'(B ) For purposes of this title, an individual is deemed to bt

"(i) for old-age insurance benefits, for months beginning with
the month in which he attains age 65, or

"(ii) for disability insurance bene fit, for months beginning
with the month in which his period of disability began as provided
under section 216(i) (2) (C),

except as provided in. paragraph (2) (A) in cases where fewer than 12
months have elapsed since the termination of a prior period of
disability.

"(4) Paragraph (1) (except for subparagraph (C) (i) (II) thereof)
does not apply to the computation or recomputation of a primary
insurance am mount for-

"(A) an individual who was eligible for a disability insurance,
benefit for a month prior to January 1979 unless, prior to the
month in which occurs the event described in clause (i), (ii), or
(iii) of paragraph (3) (A), there occurs a period of at least 1"
consecutive months for which he was not entitled to a disability
insurance benefit, or

"(B) an individual who had wages or self-employment inconi,
credited for one or more years prior to 1979, and who was not
eligible for an old-age or disability insurance benefit, and did not
die, prior to January 1979, if in the year for which the computa-
tion or recommendation would be made the individual's primary
insurance amount wondd be greater if computed or recomputed-

"(i) under section 215 (a) as in, effect in December 1978, for
purposes of old-age insurance benefits in the case of an in-
dividual who becomes eligible for such benefits ptior to 1984.
or

"(ii) as provided by section 215(d), in the case of ai,
individual to whom such section applies.

In deeng whether an individual's primary insurance amount
would be greater if coruted or recomputed as provided in subpara-
graph (B), (I )the tale of benefits in effect in December 1978 shall
ge applied withoutregard to any increases in that table which may
become effective (in accordance with subsection (i) (4)) for years
after 1978_(subject to clause (iii) of subsection. (i) (2) (A) but with-
out regard to clauses (iv) and (v) thereof) and (ii) such individtwl's
average monthly wage shafl be computed as provided by subsection
(b) (.

"(5) For purposes of computing the primary insurance amount
(after December 1978) of an individual to whom paragraph (1) does
not apply (other than an individual described in paragraph (4) (B)).
this section as in effect in December 1978 shall remain in elect, except
that, effective for January 1979, the dollar amouts pecifted in para-
graph (3) of subsection (a) shall be increased to $11.50. The table
for determing primary insurance amounts and maimwn family



benefit contained in this section in December 1978 shall be revised as
provided by subsection (i) for each year after 1978.".

(b) Section 015(b) of such Act is amended to read as follows:

"Average Indexed Monthly Earnings; Average Monthly Wage

"(b) (1) An individuals average indexed monthly earnings shall be
equal to the quotient obtained by dividing- of his

"(A) the total (after adjustment tender paragraph (1)A oeh.
wages paid in. and elf-employment income credited to bene-
fit compution years determinedd under paragraph (2)), by

"(B) the number of months in those years.
"(2) (A) The number of an individual's benefit computati On years

equals the number of elzpsed years, reduced by five, except that the
number of an individual's benefit computation years may not be less
than two.

."(B) For purposes of this subsection with respect to any in-
dividual-

"(i) the term 'benefit computation years' means those computa-
tion base years, equal in number to the number determined undei,
subpararaph (A), for which the total of such individual's wages
and self-employment income, after adjustment under paragraph
(s), the largest4(ii) the term 'computation base years means the calendar
years after 1950 and before-

"(1) in the case of an individual cittitled to old-age insur-
ance benefits, the year in wkich occurred (whether by reason
of section 20R(j) (1) or otherwise) the first month of that
entitlement; or

"(II) in the case of an individual who has died (without
hamdng become entitled to old-age insurance benefits), the
year succeeding the year of his death;

except that such term excludes any calendar year entirely in-
cluded in a period of disability; and

"(iii) the term 'number of elapsed years' mean (except as
otherwise provided by section 104(j)(2) of the Social Security
Amendments of 1972) the number of calendar years after 1950
(or, if later, the year in which the individual attained age 21) and
before the year in which the individual died, or, if it occurred
earlier (but after 1960), the year in which he attained age 6R;
except that such term excludes any calendar year any part of
which is included in a period of disability.

"(3) (A4) EAcept as provided by subparagraph (B), the wages paid
;n an self-employment income credited to each of an individual's com-
putation base years for purposes of the selection therefrom of benefit
computation years under paragraph (2) shall be deemed to be equal
to the product of_-

"(i) the wages and self-employment income paid in or credited
touch year (as determined without regard to thissubparagraph),
and

"(ii) the quotient obtained by dividing-
"(I) the average of the total wages (as defined in regula-

tions of the Secretary and computed without regard to the



limitatio specified in section 209 (a) ) reported to the Seme -
taryi of the Treasury or his delegate for the second calendar
year (after 1976) preceding the earliest of/the year of the iii.
dividual's death, eligibility for an old-age insurance benefit.
or eligibility for a disabii isutrawe benefit (except that
the year in which the indi ,idial die, or becomes eligible, shall
not be considered as such year if the individual was entitle d
to disability insurance benefits for any month in the if-mont h
period immediately preceding such death or eligibility, but
there shall be counted instead the year of the individual's
eligibility for the disability insurance benefit to which he i.,ix
entitled in such 12-month period), by

(11) the average of th total wages (as so defined and
computed) reported to the Secretary of the Treasury or hil
delegate for the computation base year for which the deter-
mination is made.

(B) Wages paid in or self-employment income credited to an ,o,
d vidual's computation base year which-

" (i) occurs after the second calendar year specified in subpara-
grap (A)(ii)(I), or

"(i) is a year treated wder subsection (f) (2) (C) as though
it were the last year of the period specified in paragraph (R)
(B) (ii),

shall be available for use in determining an individual's benefit con,
putation years, but without applying subparagraph (A) of th;.
paragraph.

"(4)For purposes of determining the average monthly wage of ai,
individual whose primary insurance amount is computed (after 1978)
under section 215(a) or 215(d) as in effect (except with respect to th,
table contained therein) in December 1978, by reason of subsection (a)
(4) (B), this subsection as in effect in December 1978 shall remain ;n
effect, except that paragraph (2) (C) (as then in effect) shall be
deemed to pride that 'computation base years' include only calendar
years in the period after 1950 (or 1936, if applicable) and Prior to th,
year in which occurred the first month for which the individual wax
eligible (as defined in subsection (a) (3) (B) as in effect in January
1979) for an old-age or disability insuraiwe benefit, or, if earlier, 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
for suck purposes, .

(c) Section 215(c) of such Act it amended to read as follows:

-Application of Prior Prorisions in Certain Cases

"t(c) This subsection as in elect in December 1978 shall remain in
effect with respect to an individual to whom subsection (a) (1) does
not apply by reason of the individual's eligibility for an old-age or dis-
ability insurance benefit, or the individual's death, prior to 1979.".

(d) (1) The matter in the text of section 015(d) of such Act which
precedes paragraph (1) (C) is amended to read as follows:

"(d) (1) For purposes of column I of the table appearing in sub-
section (a), as that subsection was in effect in December 1977, an in-
dividual's primary insurance benefit shall be computed as follows:



"(A) The individual's average monthly wage shall be deter-
mined as provided in subsection (b) , as in effect in December 1977
(but cit ho regard to paragraph (4) thereof), except that for
purposes of paragraphs (2) (C) and (3) of that subsection (as so
in effect) 1936 shall be used instead of 1950.

'(B) For purposes of subparagraphs (B) and (0) of subsec-
tion (b) (2) (asso in effect)-

"(i) the total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1936 and prior to 1950 shall be divided by the
number of years (hereinafter in this subparagraph referred
to as the 'divor') elapsinz after the year in which the in-
dividual attained age 20 and prior to 1951; and

"(ii) the total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1919 shall be divided by the number of years
(ereinafter in this subparagraph referred to as the 'divisor')
elapsing after 1949 and prior to 1951.

The quotient so obtained shall be deemed to be the individual's
wages credited to each of the year-s which were used in computing
the amount of the di isor,," except that-

"(iii) if the quotient exceeds $3,0, only $3,000 shall be
deemed to be the individual's wages for each of the years
which were used in computing the amount of the divisor, and
the remainder of the individual's total wages prior to 1961
(I) if les than $3,00, shall be deemed credited to the year
immediately preceding the earliest ,ea/' used in cornmIg
the amount of the divi8or, or (II) if $3,000 or more, shall be
deemed credited, in $3,000 increments, to the year imme-
diately preceding the earliest year used in computing the
amount of the di visor and to each year consecutively preced-
ing that year, with any remainder less than $3,000 being
credited to the year immediately preceding the earliest year
to which a full $3,000 increment was credited; and

"(iv) no more than $44i) may be taken into account, for
purposes of this subparagraph, as total wages after 1936 and
Prior to 1951."..

(2) Section 215(d) (1) (D) of such Act is amended to read as fol-
lows:

"(D) The individual's primary insurance benefit shall be 40
percent of the first $50 of his average monthly wage as computed
under this subsection, plus 10 percent of the next $200 of his
average monthly wage, increased by 1 percent for each increment
year. The number of increment years is the number, not more than
14 nor less than 4, that is equal to the individual's total wages prior
to 1951 divided by $1,650 (disregarding any fraction).".

(3) Section 215(d) (3) of such Act is amended (A) by th%*4*
out "in the case of an individua" and all that follows and inserting n
lieu thereof the following "in the ease of an individual who had a
period of disability which began prior to 1951, but only if the primary
inurance amount resulting therefrom is higher than the primary in-
surance amount resulting from the application of this section (as
amended by the Social Security Amendments of 1967) and section220.".



(4) Section 215(d) of such Act is further amended by adding a,
the end thereof the following new paragraph:

(4) The 0io of this subsection as in effect in December Ig7X
shall be applicable to individuals who become eligible for old-age or
disability insurance benefits or die prior to 1978.".

(e) Sectiont215(e) of such Act is aniended-
(1) by striking out "average monthly wage" each place it ap-

pears and inserting in lieu thereof "average indexed monthly earn-
ings or, in the case of an individual whose primar insurat,,,(
amount is computed under section 215(a) as in effect prior tv,
January 1979, average monthly wage," and

(2) by inserting immediately before "of (A)'" in paragraph (1)
the following: : "(before the application, in the case of average n -

dezed monthly earnings, of subsection (b) (3) (A))".
(f)(1) Section 215(f)(2) of this Act is amended to read oq

follows:
"(2) (A) If an individual has wages or self-employment income for

a year after 1978 for any part of which he is entitled to old-age or
disabilitul insurance benefit, the Secretary shall, at such time or tim,
and within such period as he may by regulation prescribe, recompiro,
the indiriduars primary insurance amount for that year.

"(B) For the purpose of applying subparagraph (A) of subsr-
tion (a) (1) to the average indexed monthlyearnings of an indiridii,,,
to whom that subsection applies and who receives recompulatio,,
under this para.raph, there shall be used, in lieu of the amounts estab-
lished by subsection (a) (1) (B) for purposes of clauses (i) and (ii)
of subsection (a) (F) (A). the amounts so established that were (or.
in the case of an individual described in subsection (a) (4) (B), would
have been) used in the computation of such individual's primary in-
surancr ammont prior to the appb'eation of this subsection.

"(C) A recomputation of any individual's primary insurance amou 1t
under this paragraph shall be made as provided in subsection (a) (1)
as thouah the year with respect to whieh it is made is the last year of
the period speeified in subsection (b) (2) (B) (ii); and subsection (b
(3) (A) shall apply with, respect to ant/ suwh recomputation as it
applied in the rompulatoon of such ind4idual's primary insurance
amount prior to the application of this subsection.

"(D) A reeomputation under this paragraph with respect to any
year shall be effective-

"(i) in the case of an individual who did not die in that iear.
for months, benefits beginning with benefits for January of th
followin q year; or

"(ii) in the case of an individual who died in that uear. for
months,, benefits beginning with benefls for the month in which
he died.".

(2) Action 215(f (.11 of such Act itsrepeald.
(3) Section 216(f) (4) of such Act is amended to read as follows:
"(M) A recommtation shall be effective under this subsertion only

if it inelea-s e VrimamrV insurance amount by at 7east $1.'".
(4) qectfon 2r.(f) of such Act is further amended by adding at the

end thervef the folmoloinq new mira4raphg:
"(7) TMt# subsection a4 in efect in Decmber 1.978 shall continqte to

apply to the recomputation of a primary insurance amount computed



under subsection (a) or (d) as in effect (without regard to the table

in subsection (a) ) in that month. and, where appropriate .itder sub-
section (d) as in effect in December 1.977. For purposes of recom pu ting

a primary insurance amount determined tinder subsection (a) or (d)
(11? so in effect) in the case of an individual to whom those subsections

apply by reason of subsection (a) (4) (B) as in effect after Decem-

ber 1978, no remuneration shall be taken into account for the year in

twhieh the individual initially became eligible for an old-age or dis-

ability insurance benefit or died, or for any year thereafter.
"(8) The Secretary shall recompute the primary insurance amounts

applicable to benefleiaries whose benefits are based on a primary in-
%uranre amount which was computed under subsection. (a) (3) effec-
tivc prior to January 1979, or would have been so computed if the
dollar amount specified therein were $11.50. Such recomputation shall
be effect;,e January 197.9, and shall include the effect of the increase
in the dollar amount provided by subsection (a) (1) (C) (i) (II). Stwh
primary insurance amount shall be deemed to be provided under such
xv etion for purposes of sutdection (i).".

(g) (1) Section 215(i) (2) (A) (ii) of such Act is amended to read as
follows:

"(ii) If the Secretary determiwes that the base quarter in any year
;s a cost-of-liring computation quarter, he shall, effective with the
month of June of that year as provided in subparagraph (B),
inrrease-

"(I) the benefit amount to which individuals are entitled for
that month under action 27 or 0,9282

"(II) the primary insurance amount of each other individual
on which benefit entitlement is based under th8 title (includin.
a primary insurance anwunt determined under subsection (a)
(1) () (i) (I), but subject to the pro,.isions of such subsection (a)
(1) (C) (i) and clauses (iv) and (o) of this subparagraph), and

"(III) the amount of total monthly benefits based on any pri-
mary insurance amount which is permitted under section 203
(and such total shall be increased, unless otherwise so increased
under another proi'ision of this title, at the same time as such
primary insurance amount) or, in the ease of a primary insurance
amount computed under subsection (a) as in effect (without
regard to the table contained therein) prior to January 1979, the
amount to which the beneficiaries may be entitled under section
203 as in effect in December 1978. except as provided by section
203(a) (6) and (7) as in effect after December 1978.

The increase shall be derived by multiplying each of the amounts
described in subdivisions (I), (II), and (III) includingq each of those

amounts as previously increased under this subparagraph) by the same
percentage (rounded to the nearest one-tenthof 1 percent) as the per-
centage by which the Consumer Price Index for that cost-of-living
computation quarter exceeds such index for the most recent prior oal-
cndar quarter which was a base quarter under paragraph (1) (A) (ii)
or, if later, the most recent cost-of-lving computation quarter under
paragraph (1) (B) ; and any amount so ;iwreased that is not a multiple
of $0.10 shall be increased to the next higher multiple of $0.10.
Any increase under this subsection in a primary insurance amount

determined under subparagraph (C) (i) (II) of subsection (a) (1)
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shall be applied after the initial determination of such primary instr-
anee amount under that subparagraph (with the amount of su1,
increase, in the ease of an individual toho becomes eiqible for old-
age or disability insurance benefits or dies in a calendar year afttr
1979, being determined from the range of possible primary insurance,
amounts published by the Secretary under the last sentence of stl,-
paragraph (D) ).".

(2) Section 215(i) (2)(A) of such Act is amended by adding at
the end thereof the following new clauses:

"(ii) In the case of an individual who becomes eligible for an old-
age or disability insurance benefit, or who dies prior to becoming so
(ligible, in a w/ear in which there occurs an increase provided under
clause (ii), the individual's primary insurance amount (without re-
gard to the time of entitlement to that benefit) shall be increased (un-
less otherwise so increased under another provision of this title and.
with respect to a primary insurance ammnt determined under subscr-
tion (a) (1) (C) (i) (I), subject to the proisions of subsection (a) (1)
((,) (i) and clauses (ii) and (v) of this ubparagraph) by the amount
of that increase and subsequent applicable inereamss but only iuit
respect to benefits payable for months after May of that year.

"(iv) (I) In the case of an individual who is entitled to an old-agqr
insurance benefit that is based on a primary insurance amount deter-
mined under subsection (a) (1) (C) U) (I). such primary insurance
amount shall not be increased under this subsection for any,.ear before
the year in which occurs the first month with respect to which there is
payable to such individual all or some part of such benefit after
application of the provisions of section 203 relating to deductions oi,
account of work, or, if earlier, the year in which he attains age 6.5.

"(II) In the case of ain individual who is entitled to an in*uranc,benefit under subsection (e) or (f) of section 20 that is based on
a primary insurance amount determined under subsection (a) (1) (C)
(i) (I), such primary insurane amount shall not be inkreaed under
this subsection for antiyear (except as prorvded in subd;vision (I1))
before the year in which occurs the first month with respect to which
there is payable to-such individual all or some part o. such benefit
after application of the provisions of section 03 relating to deduc-
tion, on account of work, or, if earlier, the year in which he attab,.,
age 66.

"(I1) Any increase under this subsection which eomild other ris,
be applied .to a primary insurance amount except for the provsioM
of mtbdb'ision (I1) of this clause, shall apply to such primary inur-
ancp amount if. dunnq any month of the year in which the increase
occurs, any inditvduaZ is entitled to a benefit under aubsection (d).
(g), or (h) of section 20 based on such primary insurance amount.
and suh primal, in.trane amount is chased upon the wages and self-
emploifmen t income of a deceased inditidual.

"(IV) No primary insurance amount determined under subsection
(a) (1) (C7) (i) (I) shall be ineresed under this subsection for anty year
during which no individual was entitled to any benefit baed thereon
under section 202 or 223 for any mon th of such year.

"(V) In any case in 'which an increase under this subsection which
occurs during any year applies to a Primary insurance amount deter-
mined un4er subsection (a) (1) (C) (i) (I), and such an increase occur-



ring in a later year does not apply to such primary nurance ammt
on account of the proviW'ons of this clause, any swuh increase whichoccurs in a later year which is a pliable to such primary insurance
amount shall be based upon such primary insurance amount as pre-
'iously greased under this subsection."(4 'Notwithstendaig clause (iv), no primary insurance amount
shall We les than that provided under section 815(a) (1) without re-
gard to subparagraph (C) (i) (I) thereof, as subsequently increased by
applicable 'nc wsee under this section.".

(3) Section 215(i) (9) (D) of such Act (as amended by section
103(d) of this Act) is further amended by striking out all that fol-
lows the/first sentence and inserting in lieu thereof thw following: "He
shall also publish in the Federal Register at that time (i) a revision
of the range of the primary insurance amounts which are possible
after the application of this subsection based on the dollar amount
specfied in subparagraph ((r) (i) (II) of subsectim (a) (1) (with such
revised primary insurance amounts constituting the increased amounts
determined for purposes of such subparagraph (0) (i) (II) under this
subsection). or specified in subsection (a) (7) as in effect prior to 1979,
and (ii) a'revision of the range of maximum family benefits which
correspond to such primary insurance amounts (with such maximum
benefits being effective notiwithstanding section 203(a) eiroept for
paragraph (3) (B) thereof (or paragraph (9) thereof as in effect prior
to 197.9)).".

(4) Section 214(i) of such Act is further amended by adding at the
end thereof the following neu' paragraph:

"(4) This subsection as in effect in December 1978 shall continue to
apply to subsections (a) and (d), as then in effect, for purposes of
computing the primary insurance amount of an individual to whom
#ubsection (a), as in effect after December 1978, does not apply
(including an individual to whom subsection (a) does not apply in
any year by reason of paragraph (4) (B) of that subsection (but the
application of this subsection in uch ras,,s shall be modified by the
application of subdivision (I) in the last sentence of paragraph () of
that subsection)). For purposes of computing primary in~uracwe
amounts and maxrim.um family benefits (other than primary itwurarwe
"mounts and maxvimuim family benefits for individual to who such
paragraph (4) (B) applies), the Secretary shall publish in the Federal
Register revisions of the table of benefits contained in subsection (a),
as in effect in December 1.978, as required by paragraph (9) (D) of this
subsection as then in effect.".

MAXIMUM BENEFITS

Src. 202 The text of section 203(a) of the Social Security Act is
amended to read as follows:

"(a) (1) In the case of an individual whose primary insurance
amount has been computed or recomputed under section 216(a) (1)
or (4), or section 215(d), as in effect after December 1978, the total
monthly benefits to which beneficiaries may be entitled under section
302 or 293 for a month on the basis of the wages and self-employment
incomee of such individual shall, except as provided by paragraph (3)
(but prior to any increases re-suting from the application of para-

S. Rept. 95-612 -



graph (B) (A) (ii) (I1) of section 216(i)). be reduced as nemsary
so as not to ewced-

"(A) 160 percent of such individual's primary insurance
amount to the extent that it does not exceed the amount estab-
lished with respect to this subparagraph by paragraph (2),

"(B) 272 percent of such indivduat's primary i.suranre
amount to the extent that it exceeds the amount estA~lihed with
respect to subparagraph (A) but does not exceed the amount
established with respect to this subparagraph by paragraph (2).

"(0) 134 percent of such individual's primary insurance

amount to the extent that it exoeeds the amount establish, d
with respect to subparagraph (B) but does not exceed the amouytt
establisked with respect to this subparagraph by paragraph (2).
and

"(D) 176 percent of such individual's primary insurance,
amount to the extent that it ,.xceeds the amount established with
respect to subparagraph (0).

Any such amount that is not a multiple of $0.10 shall be increased to
the next higher multiple of $0.10.

"(2) (A) For indiiiduals who initially become eligible for old-ag"
or disability insurance benefits, or who die (before becoming so eligib,-
for such benefit), in the calendar year 1979, the amounts established
with respect to subparagraphs (A), (B) , and (0) of paragraph (1)
shall be $230, $3M, and $433, respectively.

"(B) For individuals Uwho initially become eligible for old-age or
disability insurance benefits, or who die (before becoming 8o eligible
for such. benefits). in any calendar year after 1.979. each of the amounts
so established shall equal the product of the corresponding amount
established for the caendar year 1979 by 8ubparagraph (A) of thi*
paragraph and the quotient obtained under subparagraph (B) (ii) of
section 215(a)(1), with such product being rounded in the manner
Irseribed by section 215(a) (1) (B) (iii).

"(C) In each calendar year after 1978 the Secretary shall publish
in the Federal Register. on or before November 1, the formula which
(execept as provided in section 915(i) (f) (D) ) is to be applicable under r
this paragraph to inditiduals 7who become eliqible for old-age or dis-
ability inguranee benefits, or who die (before becoming eligible for
such benefits). in the folowing calendar year.

"(D) A year shall not be counted as the year of an inditidual7s death
or eligibility for purposes of this paragraph or paragraph (7) in any
case where such individual was entitled to a disability insurance bene-
fit for any of the 12 months immediately preceding the month of such
death or eligibility (but there shall be counted instead the year of theo
individual's eligibility for the disability insurance benefits to which h,
was enttled during such 1, months).

"(3) (A) When an individual who is entitled to benefits on the basi.q
of the wages and self-employment income of an. inmired individual
and to whon, thi subsection applies ,vtild (but for the pror,;ios of
section 0(-) (2) (A)) be entitled to child's instrance benefits for a
month on the basis of the waies and self-employment income of one
or more other insured individuels. the total monthly benests to which
all benewftiiies are entitled on the basis of such wa.qes and self-em-
ployment income shall not be reduced under this subsection to less
than the smaller of-



"(i) the sum of the maximum amounts of benefit. payable on
the basis of the wages and eelf-employment income of all such
insured individuals, or

"(ii) an amount equal to the product of 1.75 and the prim
insurance amount that would be computed under section £15 (a)
(1) for that month with respect to average indexed monthly
earnings equal to one-twelfth of the contribution and benefit base
determined for that year under section 230.

b(B) When two or more persons were entitled ( without the appli-
cation of section 202(j) (1) and section 223(b)) to monthly benefits
under section £02 or 223 for Januar. 1971 or aty prior month on the
basis of the wages and self-employment income of such insured indi-
ridual and the provisions of this subsection as in effect for any such
?nonth were applicable in determining the benefit amount of any per-
sons on the basis of such wages and self-employment income, the total
of benefits for any month after January 1971 shall not be reduced to
less than the largest of-

"(i) the amount determined under this subsection without
regard to this subparagraph,

"(ii) the largest amount which has been determined for any
month under this subsection for person entitled to monthly
benefitoon the basis of such insured individual's wages and self-
em oyment income, or

"(iii) if any persons are entitled to benefits on the basis of suoh
wages and self-employment income for the month before the
effective month (after September 1972) of a general benefit in-
crease under this title (as defined in section 216(i) (3)) or a bene-
fit increase under the provisions of section 215 (i), an amount equal
to the sum of amounts derived by miultiplying the benefit amount
determined under this title (excluding any part thereof deter-
mined under section 202( w)) for the month.before such effective
month (including this subsection, but withoutt the application of
section 222(b), section 20,(q), and subsections (b), (c), and, (d)
of this section)..for each such person for such month, bya per-
centage equal to the percentage of the increase provided under
such benef t increase (with any such inreased amotint w whichh is
not a multiple of $0.10 being rounded to the next higher multiple
of $0.10),

but in any such case (1) sub paraqraph (A) of this paragraph shall not
be applied to such total of benefits after the application of clause (ii)
or (M). and (II) if section 202(k) (2) (A) was applicable in the case
of any such benefits for a month, and ceases to apply for a month after
such month, the prmisions of clause (ii) or (iii) shAaI be applied, for
and after the month in which section 202(k) (2) (A) ceases to apply,
as though subparaqraph (A) of this paragraph had not been appli-
cable to such total of benefits for the last month for which cl use
(ii) or (iii) was applicable.

"(C) When any of such individua7s is entitled to monthly benefits as
a divorced spouse under section 20 (b) or (c) or as a surmving
divorced spouse under section 202 (e) or (f) for any month, the benefit
to which he or she is entitled on the basis of the waqes and self-emploV-
ment income of such insured individual for such month shall be
determined without regard to this subsection, and the benefits of all
other individuals who are entitled for such month to monthly b efts
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under section W2 on the wages and self-employment income of such
insured individual shall be deternined as if n such divorced spouse
or surr'b'ing divorced spouse were entitled to benefits for such month.

"(4) In any ease in which benefits are reduced pur8uant to the pre-
ceding rovisions of this subsection, the reduction shall be made after
any deductions under this section and after any deductions under sec-
tion 22(b). Whetwver a reduction is made under this subsection in
the total of monthly benefits to 'which individuals are entitled for any
month on the basis of the wages anid self-employmeid income of an
insured individual, each such benefit other than the old-age or dis-
ability insiranee benefit shall be proportionately decreased.

"(5) Notwithstanding any other provision of law, when-
"(A) two or more persons are entitled to monthly benefits for a

particular month on the basis of the wages and self-employment
income of an insured individual and (for such particular month)
the provisions of this subsection are applicable to such monthly
benefits, and

"'(B) such individual's primary insurance amount is increased
for the following month undtr any .proision of this title.

then the total of monthly benefits for all persons on the basis of such
wages a. d sel.-employment income for such particular month, as
determined under the provisions of this subsection, shall for purposes
of detenni;ing the total monthly benefitss for all persons on the basis
of such wages and self-employment income for months subsequent to
s.uch particular month be considered to hare been increased by the
smallest amount that would hare been required in order to assure that
the total of monthly benefits payable on the basis of such wages and
self-employment income for any such subsequent month trill not be
less (after the application of the other provisions of this subsection
and section 202(q)) than the total of moiithly benefits (after the ap-
plication of the other pro visions of this suhser'tion and section 202
(q)) payable on the basis of such wages and self-employment income
for such particular month.

"(6) In the case of any individual who is entitled for any month
to benefits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance amounts
irere determined under section 216(a) or 215(d) as in effect (without
regard to the table contained therein) prior to January 1979 and one
or more of which primary, insurance amounts were determined under
section 215(a) (1) or (4). or section 215(d), as in effect after Decem-
ber 1978, the total benefits payable to that indb'idual and all other
individuals ,ntitled to benefits for that month based upon those pri-
mny insurance amounts shall be reduced to an amount equal to the
product of 1.75 and the primary insurance amount that would be com-
puted uder section 216(a) (1) for that month unth respect to average
indexed monthly earnings equal to one-twelfth of the contribution
and beneft. base determined under section £30 for the year in which
that month occurs.

"(7) Subject to paragraph (6). this subsection as in effect in De-
cember 1978 shall remain in. effect with respect to a primary inuranee
amount computed under section 215 (a) or (d), as in. effect (without
regard to the toble contained therein) in December 1978, except that a
primary insurmwe amowat so computed with respect to ain individual
who first becomes eligible for an oW-age or disability imurance benefit,



or dies (before beoomi"ng eligible for such a benefit). after Deceneber
1978. shali instead be governed by th is sectim as in effect after I)Dcem-
ber 1978.".

INCREASE IN OLD-AGE BENEFIT AMOUNTS FOR DELA YED RETIREMENT

SEC. £03. Section 202(w) (1) of Social Security A t is anwnded-
(1) by striking out "If the flrst month" and all that follows

down through "to such individuar' in the natter preceding sub-
paragraph (A) and insertinq in lieu thereof "The amount of an
old-age insurance benefit (other than a benefit based on a primary.
insurance amount determined under section 215(a) (3) UlhichA is
payable without regard to this subsection to an individual"; and

.(2) by inerting after "such amount," in #ubparagraph (A) the
following: "or, n the came of an individual who first becomes eli-
gible for an old-age inmiranc benflt after December 1978, One-
quarter of I percent of xurh amount,".

WIDOW's AND wIDOWR'S ISPrRA.( N A' R.EFFITS IN C ASES OF

DELA YiP RA'TIREM'.

Sr. 204.. (a) Section 202((,) (0 ) (A) of the Social Security Act is
amended (1) by inserting "(as determined after application of the
following sentence)" after 'primary insurance, amou~it", and (Z) by,
adding at the end thereof the following nei' sentence: "If such deceased
;indiidual was (or upon application would have been) entitled to an
old-age insurance benefit which was increased (or subject to being in-
creased) on account of delayed retirement under the provisions of sub-
xection (o), then, for purposes of this subsection, such individual's
primary insurance amount, if less than the old-age insurance benefit
(inreased. wher, applicable. under section 015(f) (5) or (6) and
under section 215(i) as if such individual were still alive in the case
(if an individual who has died) which he was raeiriing (or would upon
application hare received) for the month prior to the month iv which
he died. shall be deemed to be equal to vch. old-age inkuranre benefit,
and (notu;thsfandina the provisions of paragraph (3) of such sub-
xetion (,)) the number of increment months shall include any month
;n the months of the calendar year in. which he died, prior to the
month in which he died.,which satisfy the, conditions in paragraph (2)
of such subsection, (w) .".

(b) Section 202(e) (2) (B) (i) of such Act is amended by inserting
"and section 215(f) (5) or (6) were applied, where applicable,"
after "living".

(c) Section 202(f) (3) (A) of such Act is amended (1) by inserting
"(as determined after appication of the following sentence)" after
"prmar-y insurance amount", and (i) by addinq.at the end thereof the
followino new sentence: "If such deceased ine,;iidual ,,aq (or upon
application would hare been) entitled to an old-age insurance benefI
which was increased (or subject to being increased) on account of de-
layed retirement under the proisions of subsection (iv), then, for pur-
poses of this subsection, such. individual's rimardt insurance amot,
;f less than the old-age insurance benefit (inl-retsed, where applicable.
under section 215(f) (5) or (6) and under section 215(i) as if such
;ndiZ'idua7were still alive in the case of an indiidual moho has died)
which she was receiving (or woudl upon application have received)
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for the month prior to the month in which she died shall be deemed
to be equal to such old-age ingurarwe benefit, and (notwithstanding
the provisions of paragraph (3) of such subsection (w)) the nwnmhr
of increment months shall ;nclude anymonth in the months of th4
calendar year in which she died, prior to the month in which she; died.
which sati bfy the condition. in paragraph (2) of such stbsection (w )."

(d) Section 201 (f) (3) (B) (;) of suh Act is amended by insert
ing "and section 215(f) (5) or (6) were applied, where applicable.-
after "living".

(r) Section 203(a) of such Act (as amended bysection £02 of thi.
. et) is further amended by adding at the end thereof the following
new paragraph:

"(8) When-
"(A) one or more persons were entitled (without the applica-

tion of section 202(j) (1)) to monthly benefits under section 20
for May 1978 on the basis of the wages and self-employment i,-
come, of an individual,

"(B) the benefit of at least one such person for June 1978
is increased by reason of the amendments made by section 204 of
the Soeial Security A mendments of 1977: and

"(C) the total amount of benefits to which all such persons ar
entitled tnder gurh section 202 are reduced under the provisions
of this subsection (or would be so reduced execept for the firs
sentence of section 203(a) (4)).

then the amount of the benet to rvhirh each such person is entitled
for months after May 1978 shall, be increased (after such reduc-
tions are made under this subsection) to the amount such benefit
would hare been if the benefit of the person or persons referred to in
subparagraph (B) had not been so increased.".

COvFORMING A ..VDMFNrs

&rc. 205. (a) Section 202(m)(l) of the Social Security Act is
amended to read as follows:

(1) In any ease in which an individual is entitled to a monthly
benefit under this section on the basis of a primary insurance amount
computed under section 215 (a) or (d), as in effect after December
1978. on the basis of the wages and self-employment incom' of a
decreased individual for any month and no other person is withoutd
the application of subsection (j) (1)) entitled to a monthly benefit
under this section for that month on the basis of such wages and
self-employment income, the individual's benefit amount for that
month, prior to reduction under subsection (k) (3). shall not be less
than that provided by subparagraph (C) (i) (1) of section 215 (a) (1)
and increased under section 215 (i) for month s after May of the year
in ,which the insured individual died as though such benefit were a
primary insurance amount.".

(b) Section W2(w) of such Act (as amended by section 203 of this
Act) is further amended-

(1) by inserting after "section 215(a) (3)"" in paragraph (1)
(in the matter preceding subparaqraph (A)) the following: "as
in effect in December 1978 or section 215(a) (1) (C) (i) (I) as in
effect thereafter";
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(2) by inserting "as in effect in December 1.978, or section £15
(a) (I) (C) (i) (lI) as in effect thereafter," after "paragraph (3)
of section, 215(a) inr paragraph (5) : and

(3) by i tsertin "(whether before. in, or aft, r December 1978)"
after "determined under section 215(a)'" in paragnrph (5).

(e) Section 017(b) (1) of such Act is amended by inserting "as in
effect in December 1978" after "section 216(c)" each place it appears,
and after "section 215 (d) ".

(d) Section 224(a) of such Act is amended by inserting "(detr-
ined under section 215(b) as in effect prior to January 1979)" after

-"(A) the average monthly wage." in the .(ntence immediately follow-
ing paragraph (8).

(e) Section 1839(c) (3) (B) of such Act is amended to read as
follows:

"(B) the monthly prem iuim rate most recently promulgated by
the Secretary under this paragraph, increased by a percentage
determined as follows: The Secretary shall ascertain the primary
insurance amount com ited wnder section 215(a) (1), based upon
average indexed monthly earnings of $900, that ap plied to ndi-
.iduaiswho becamr eligible for and entitled to old-age insurance

benefits on May 1 of the year of the promulgation. He shall
increase the mwnthly premium rate by the same percentage by
which that primary insurance amount is increased when, by reason
of the law in effect at the tine the promulgation is made, it is so
computed to apply to those individuals on the following May 1.".

EFFEC VrIV DA Ti

Sie. £06. The amendments made by the provisions of this title other
than sections ,01 (d), 204. and 205(a) shall be effecti,,e with respect to
monthly benefits under title II of the Social ,Sercurity Act payable for
months after December 1978 and with respect to lump-sum death pay-
ments with respect to deaths occurring after such month. The amend-
ments made by section £01 (d) shall be effect, ie with respect to monthly
benefits of an indi i'dual who becomes eligible for an old-age or dis-
ability insurance benefit, or dies, after December 1977. The amend-
ments made by section 204 shall be ,cffectie with respect to monthly
benefits for months after May 1978. The amendment made by section
205(a) shall be effective with respect to monthly benefits payable for
months after December 1978 based on the wages and self-employment
income of individuals who die after December 1978.

TITLE 111-0 OTHER CIAXG E8 I. PRO VISIONS REL A TING
TO THE OLD-AGE. SURVIVORS, AND DISABILITY IN-
SURANCE PROGRAM

PART A-CHAVGES IN EARNINGS TEST

LIBERALIZATION OF EARNINGS TEST FOR INDIVIDUALS AGE 65 AND OVER

Sic. 301. (a) Section 203(f) (8) (A) of the Social Security Actis
amended by striking out "a new exempt amount which shall be effective
(unless such new exempt amount is prevented from becoming effective
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by subparagraph (C) of this paragraph) with respect to any individ-
ual's taxable year which ends after the calendar year" and inserting
in lieu thereof "the new exempt amounts (separately stated for indi-
iJiduals described in subparagraph (D) and for other individuals)

which are to be applicable (unless prevented from becoming effectir,
by subparagraph (C)) with respect to taxable years ending in (or
with the close of) the calendar year after the calendar year".

(b) (1) Section 03(f) (8) (B) of such Act is amended by. stricing
out "The exempt amount for each month of a particular table yea,
shall be" in the matter precedinq clause (i) and inerting in lieu there-
of "Eacept as otherwise prorided in subparagraph (D), the exempt
amount which is applicable to individuals described in such subpara-
graph and the exempt amount which is applicable to other individ-
uals. for each month of a particular taxable vear. shall each be".

(2) Section 203(f) (8) (B) (i) of such Act is amended by striking
out "the exeempt amount" and inserting in. lieu thereof "the corr-
sponding exmpt amount".

(3) The last sentence of section 203(f) (8) (B) of such Act. ;
amended by striking out "the eampt amount" and inserting in lieu
thereof "an erem Pt amount".

(c) (1) Section 203(f) (8) of such Act is further amended by add-
ing at the end thereof the following new subparagraph:

" (D) Nottwithatandinq any other protision of this eubeection.
the exeempt amount which is applicable to an individual who has
attained age 66 before the dose of the taxable year involved-

"(i) shall be $333.13 1 for each month of any taaable year
endinq after 1.977 and before 1979.

"(ii) shall be $375 for each month of any taxable year
ending after 1.978 and before 1980.

"(iii) shall be $416.66% for each month of any taxable yeav
ending after 1979 and before 1981.

"(h,) shall be $458,.3*A for eaph month of any taxable yeai
ending after 1980 and before 1982, and

"(t) shall be $500 for each month of any taxable year end-
ing after 1981 and before 1.983.".

(2) No notifwcntion mith respect to an increased exempt amount for
individuals described in section 203(f) (8) (D) of the Social Security
Act (as added by paragraph (1) of this subsection) shall be required
under the lat sentence of section 203(f) (R) (R) of such Act in 1.977.
1978, 1979. 1.980, or 1.981,; and section 203(f) (8) (C) of ",wh Act shall
not prevent the, new exrm.pt anfmunt determined antd published under
section 203(f) (8) (A) in 1977 from becom;a e feetiie to the extent
that, svuh new eempt amount apnlies to individuals other than those
described in section 20 1 ( f) (8) (7)) of such ,4rt (as so added).

(d) SAuhsertions (f)(1). (f(.)()(). and (h)(1)(.,) of
section RAI of sutih Act are each amondod by stri4inq mit "12) or the
exem.pt amount" and insertinq in lie thereof "the applicable exempt
anou nt".

(e) The amendmwn-ts m de by this serhnn shall apply with respect
to taxable years ending after December 1.977.
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REPEAL OF EARNIN06 LIMITATION FOR INDIVIDUALS AGE 70 AND OVER

SEc. 302. (a) Subsections (c)(1), (d)(1), (f) (1)(8),'and () .of
, ct;on 20-j of th, ,ocial Security .4 et are eacA amended by striking
out -bsevEnty-two' and inserting in lieu threof %se 'enty".

.b) Subsection (t) (3) of section £03 of such Act is amended by
stiking out "age 70"'and intserting in lieu thereof "age 70".

(c) Subsection (h) (1) (A) of section O.13 of such-Act is amended by
striking out "the age of 72" and "age ,' and inserting in lieu thereof
;i each instanwe "age 70".
(d) The heading of subsection (j) of section £03 of such Act is

anmended by strikinq out ",c,'enty-tio" and inserting in lieu thereof
S ,e Ve to t V"

() 7he amendments made by this action shall apply only with
,,xpert to taxable years ending after Decimbtr 31, 1981.

ELIMINATION OF MON1 THLY.) AR.NIST'S EST

SF'C. 303. (a) lause (E) of the lat sentnre of scrtion2 ,03(f) (1)
of the Social Security Act (as amendetud by x,,(tion 301 (d) of this Act)
; further amended by inserting bfore theipriod at the end thereof
the followinq: ", if such monthi 1 i the tarabl,' year in which occurs
the first month that is both (i) a month for which the indbidtal is
,ntitled to benefits under subsection (a), (b), (c), (d). (e), (f), (g),
or (h) of section £02 (without having beci entitled for the preceding
month to a benefit under any other of such subections), anl (ii) a
month in which the individual did not engage in self-employnment and
(lid not render services for wages (determined as provided in para-
(Iraph (5)) of nore than the applicable' xempt amount as deter-
mined under paraqraph (8)".
(b) The amendment made by subsection (a) shall apply only with

respect to monthly benefits payable for months after Doccmber 1977.

P.RT B-Co J'ERA (

STUDY' OF L'WilERSAL COVERAGE

SFC. 911. (a) The Secretary of Health. Education, and Welfare is
erected to undertake, as soon as possible after the date of the enact-
ment of this Act, a thorough study ,,ith respect to the 'rxtent of the coy-
,rage under the old-age, surirhors, and disability insurance programs
(nd under the programs established by title XT'III of the Sonial Secu-
r;ty Act. The study shall eaam;ne the feasibility and desirab;;ty of
covering, under such social security programs, Federal employees,
State and local qo'ernmental employees, and employees of non-profit
organizations who are not now coered. The study shall include alter-
natb'e methods of accomplishing such coverage together with any
appropriate alternaties to extending coverage to such (mployees.

(b) With respect to each major aternatire method or proposal in-
cluded in the stud described in subsection (a). such study shall also
include an analysis of the changes which would be required in the pro-
grams established by the Social Security Act and in any other systems
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or program (such as retirement, surrivorsip, disability, and health
programs) affecting the individuals who would be covered under such
social sse icy programs under such alternative method or proposal.
Such analysis sallinclude the structural change. reqwred sk surh
programs, the financial impart of such changes, and the effect o uch
chan ge on the benefit rights and contribution liabilities of theaf-
fected individual.

(c) In conducting the study required by subsection (a), the ecr-
tary of Health, Education. and Welfare shail consult, as apat.

with the ASecretary of the Treasury, the Director of the Ofte0e of
Management and Budget, and the Chairman of Cit'tl Service Con-
mission, and those officials shall prot4de him with such information
and assistance as he may require. The Secretary shall also solicit th,
views of other appropriate officials and organizations.

(d) The Secretary of Health, Education, and Welfare shall submit
to the President and the Congress. not later than 2 years after the dot,
of the enactment of this Act, a report of the findings of the study rr-
quired by subsection (a) together with hi. recommendations for an'
appropriate legislative change.

COVERAGE OF NONPROFIT ORGANIZATIONS WHICH FAILED To F LE WAiTrrR
CERTIFICA TES

Src. 312. (a) (1) Section 3121 (k) (5) of the Internal Revenue rod#
of 1.954 (relating to constructive flying of ,ertiflcate where refund or
credit has been made and new certifcate is not fled) is amended-

(A) by striking out -prior to the expiratin of 180 days aft r
the date of the enactment of this paragraph." in subparagraph
(B) and inserting in lieu thereof "prior to April 1, 1978,"; and

(B) by striking out "the 181st day after the date of the enact-
ment of this paragraph." and "such 181st day" in the matter'
following subparagraph (B) and ;nserting in lieu thereof ia,
each instance 4 pril 1. 1978.".

(2) Section d121 (k) (7) of such Code (relating to payment of both
employee and employer taxes for retroactive period by organization,
in cases of construwtive filing) is amended-

(A) by striking out "prior to the expiration of 180 days after
the date of the enactment of this paragraph" and inserting in lieu
thereof "prior to April 1. 1978.";

(B) by striking out "the 181sf day after such date," and in-
serting in lieu thereof "April 1,1978,"; and

(C) by striking out "prior to the first day of the calendar
quarter in which such 181st day occurs" and inserting in lieu
thereof "prior to that date".

(3) Section 3121(k) (8) of such Code (relating to extended period
for payment of taxes for retroactive coverage) is amended-

(A) by striking out "by the end of the 180-day period follow-
ing the date of the enactment of this paragraph" and inserting
in lieu thereof "prior to April 1, 1978.";

(B) by striking out "within that period" and inserting in lieu
thereof "prior to April 1. 1978"; and

(C) by striking out "on the 181st day followipg that date"
and inserting in lieu thereof "on that date",
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(b) (1) Section 3121(k) (4) of such Code (relating to constrctie
filing of certificate where no refund or credit of taxes has been made)
is amended by adding at the end thereof the following new sub-
paragraph:

"(C) In the case of any organization which is deemed tnder
this paragraph to have filed a valid waiver certificate under
pa, ra p71), if-

"(i) the period with respect to which the taxes in-
posed by sections 3101 and 3111 were pid by such oryan-
sation (as described in subparagraph (A) (ii)) termi-
nated prior to October1, 1.976, or

"(ii).the taxes imposed by sections .3101 and 3111 were
not paid during the period referred to in. clause (i)
(whether such period ha terminated or not) with re-
sp8ect to remuneration paid by suh organization to in-
iriduals who became its employees after the close of the

calendar quarter in which such periodbegan,
taxes tinder sections 101 and 3111-

"(iii) in the case of (in organization which meets the
requirements of this subparagraph by reason of clause
(i), with respect to remiuneration. paid by such organiza-
tion. after the termination of the period referred to in
clause (i) and prior to Jduly 1,1977: or

"(iv) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(i), with respect to remuneration pad prior to July 1,
1977, to individuals who became its employees after the
close of the calendar quarter in which the period referred
to in clause (i) began,

which remain unpaid on the date of the enactment of this
subparagraph, or wh;ch were paid after October 19, 1976, but
prior to the date of the enactment of this subparagraph, Rhall
not be due or payable (or, if paid, shall be refunded); and
the certificate which such organization is deemed under this
paragraph to have filed shall not apply to any service with
respect to the remuneration for which the taxes imposed by
sect ions 3101 and 3111 (which remain unpaid on. the date of
the enactment of this subparagraph, or were paid after Oc-
tober 19, 1976, but prior to the date of the enactment of this
subparagraph) are not due and payable (or are refunded)
by reason of the preced g provisions of this subparagraph.
In applying this subparagraph for purposes of title e! of the
S5ocMUcurity Act, the period during which reports of wages
subject to the taxes imposed by section 3101 and 3111 were
made by any organization may be conclusively treated as the
period (described in subparagraph (A) (ii)) during which
the taxees imposed by such sections were paid by such or-
ganization.".

(2) Section 3121 (k) (4) (A) of such Code is amended by insertin g
"(subject to subparagraph (C))" after "effective" in the matter fo -lowing 0u0e (aii).

(3) Section 3121(k) (6) of such Code (relating to application of
certain provisions to ca8e8 of constructive filing) is amended by inseri-
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ig" (except as proved £f; npamaraph (4) (C) ) " after "services ii,
volved" in the matter preceding subparagraph (A).

(4) Section 3121 (k) (4) of such Code is amended by striking out
"date" in subparagraph (B)(;i) and ;serting in lieu thereof "fir.t
day of the calendar quarter",

(c) In any case where-
(1) an individual performed service, as an employee of an or-

ganisation which is deemed under section 3121(k) (4) of the I,-
tern Revenue Code of 1954 to have fled a waiver certificate uit-
der section 3121 (k) (1) of such Code on or after the first day of
the applicable period described in sudparagraph (A) (ii) of sue h
section 3121 (k)(4) and before July 1. 1977, and

(2) the service so performed does not constitute cmploynent (as
defted in section 210(a) of the Social Security Act and sectiov
3121(b) of such Code) because the waiver certificate which the
organization is deemed to have filed is made inapplicable to such
service by section 3121l(k) (4) (C) of such Code, but would con-
stitute employment (as so defined) in the absence of such section
3121(k)(4) (C),

the remuneration paid for such sci vice shall, upon the request of such
individual (filed on or before April 1,;, 1980.;n such manner and form,
and with such ocial, as nwy be prescribed by regulations made under
title II of the Social Secrty Act) accompanied by full payment of
all of the taxes which would Aave been paid under section 3101 of such
Code with respect to such remuneration but for such section .3121 (k)
(4) (C) (or by satisfactory evidence that appropriate arrangements

ave been made for the payment of such taares in installments as pro-
vided in section 3121(kr)(8) of such Code) be deemed to constitute
remuneration for ,mployment as so defldne. In any case where re-
muneration paid by an organization to an individual is deemed under
the preced.ig sentence to constitute remuneration for employnt,
such organization shall be liable (notwithstanding any other provi-
sion of such Code) for payment of the taxes which ;t would have been
required to pay under section 3111 of such Code with respect to such
remuneration in the absence of such section 3121(k) (4) (C).
(d) Section3121 (k) (8) of the Internal Revenue Code of 1954 (relat-

ing to extended period for payment of taxes for retroactive coverage),
as amended by subsection (a) (3) of this section, is amended to read
as follows:

"1(8) EXTENDED PERIOD FOR PAYMENT OF TAXES FOR RETROACTIt

cOVERAGE.-Notwithstandlng any other provision of this title, in
any ease where-

"(A) an organization is deemed under paragraph (4) to
ha re filed a valid waiver certificate under paragraph (1).
but the applicable period described in paragraph (4) (A) (ii)
has termiated and part or all of the tazes imposed by sec-
tions 3101 and 3111 with respect to remuneration paid by
such organization to its employees after the close of such pe-
riodremains payable notwithstanding paragraph(4) (C), or

"(B) an organizaton described in paragraph (5) (A) file
a valid waiver certificate under paragraph (1) by March 31,
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1.978, a described in paragraph (6) (B), or (not having fifed
such a certifleate by that date) is deemed under paragraph
(5) to have fled such a certificate on April 1, 1978, or

"(C) an individual fdes a request under section 3 of Public
Law 94--563. or under section 312(r) of the Social Seourity
Amendments of 1.977, to have service treated aA constituting
remuneration for emlplolmeWt (as defined in section 331(b)
and in section 210(a) of the Socialecuirity Art),

the taxes due under sections 3101 and 3111 with respect to services
constituting employment by reason of such certificatefor any
Wi'iod pror to the first day of the calendar quarter in. which the

date of such filing or on8tru,.t;ve, filing occurs, or with respect
to service constittting employment by reason of suh request, may
be paid in jnstallments oi,'r an appropriate period of time, as
determined under regulations prescribed by the Secretary, rather
than in alump gum.".

(e) The first sentence of section .1 of Public Law 94-66.1 (in the mat-
ter following paragraph (3)) is amended-

(1) by inerting "on or before April 15, 1980," after "filed"; and
(2) by inserting "(or by salk. factory ,iidence that appropriate

arrangements have been made for the repayment of such taxes in
.,nstal ments as pro vided in section 3121 (k) (8) of such Code)"
after "so refunded or credited"

(f) Section 3121(k) (4) (A) (i) of the Internal Re renue Code of
1.954 (relating to constructive filing of ert;ficate where no refund or
credit of taxes has been made) is anu ndedby striking out "or any
,mbsequent date" and insertin in lieu thereof "(or, if later, as of the
earliest date on which it satisfies clause (L';) of Mis subparagraph.),".

(g) Section 3121(k) (4) (B) of such ('ode (relating to constructive
fling of certificate where no refund or credit of tares has been made) is
amended-

(1) by striking out the period at the nd of clause (ii) and in-
serting in lieu thereof ". or"; and

(2) by adding after clause (;i) the following new clause:
"(iii) the organization, prior to the end of the period

referred to in clause (ii) of such subparagraph and, in
the case of an organ zation organ;,ed on or before Oc-
tober 9, 1969, prior to October 19, 1976), had appAied for a
ruling or determination letter acknowledging it to be ex-
emyt from. ineoen tax underu,(etion 501(c) (3), and it
subsequently received such ruling or dcterminatnao letter
and did not pay any taxes under sections 3101 and 3111
with respect to any employee with respect to any quarter
ending after the twelfth month following the date of
mailing of such ruling or determination letter and did
not pay any such taxes with respect to any quarter be-
gtining after the later of (I) December 31,1.975 or (II)
the date on which such ruding o, determination letter was
issued.".

(h) The amendments made by subsections (a), (b), (d), (e), (f),
and (g) of this section hall be effective as though they had been in-
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eluded as a part of the amendments made to section 3181(k) of the
Internal Revenue Code of 1954 by the first section of Public Law 94-
563 (or, in the case of the amnts made bysubsection (e), as apart of section 3 of such Public Law).

EXCLUSION FROM COVERAGE OF CERTAIN LIMITED PARTNERSHIP INCOME

SEc. 313. (a) Section 911 (a) of the Social Security Act it amended-
(I by striking out "and" at the end of paragraph (9);
()bytriking out the period at the end of paragraph (10) and

inertIng in lieu thereof "; and"; and
(3) by inserting after paragraph (10) the following new

paragraph:
"(11) There shall be excluded the distributive share of any item

of income or Imos of a limited partner, as such, other than guar-
anteed payments descr'bed in section 707(c) of the Internal
Revenue Code of 1954 to that partner for services actually rend-
ered to or on behalf of the partnership to the extent that those
payments are established to be in the nature of remuneration for
those seriess..

(b) Section 14029(a) of the Internal Revenue Code of 1.954 (relating
to definition of net earn'nqs from self-emp ormnt) is amendede-

(1) by striking out "and" at the end of paragraph (10):
(9) by striking out the period at the end of paragraph (11) and

inertinq in lieu thereof "; and"; and
(3) by inserting after paragraph (11) the following new

paragraph:
"(12) there shall be excluded the distributive shore of any item

of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707(c) to that partner for
sert'ices actually rendered to or on behalf of the partnership to
the extent that those payments are established to be in the nature
of remuneration for those services."

(c) The amendments made by this section 8hall apply with reapet
to taaable years beginning after December 31,1977.

EMPLOYEES OF MEMBERS OF RELATED GROUPS OF CORPORATO.vS

Sic. 314. (a) Section 3121 of the Internal Revenue (ode of 1.954
(deflnitons for purposes of the Federal Insurance Contributions Act)
is anended biv adding at the end thereof the followinq new subsertio.:

"(8) CONCURRENT EMPLOYMENT BY Two OR MORE EMpzoI-rR.-For
purposes of sections 3102. 3111, and 3121(a) (1), if two or more related
corporations concurrently employ the same individual and compen-
sate such indiv4dual through a common patimaster 7rhich is one of such
corporations, each such corporation shall be considered to have paid
as remuneration to such individual only the amounts actually dis-
buried by it to such individual and shall not be considered to have
paid as remuneration to such individual amounts actually disbursed
to such individual by another of such corporations."

(b) Section 3306 of such Code (relating to definitions in respect of
unemployment tax) is amended by adding at the end thereof the fol-
lowing new subsection:



"(p) Co.vcURRErN EMpLo-MENT jr Two OR MORt EMPLorrRs.-For
purposes of sections 3301.1702, and 3306(b) (1). if two or more related
corporations concurrently employ the sane individual and nm.pensate
such indi idual through a common paymaster which is one of stch
corporations, each sucA corporation shall be considered to have paid as
remuneration to such individual Only the amounts artally disbursed
by it to such individual and shall not be considered to have paid as re-
mutineration to surh individual amounts actually disbursed to tuch in-
dividual by another of such corporations.".
(e) The amendments made by this section shall apply with respect

to wages paid after December 31,1978.

TAX ON EMPLOYERS OF I.tDItVIDUALS WO RECEIVE ivcoMA PROM Tps

SEC. 315. (a) Section 3121 of the Internal Revenue Code of 1.954
(definitions for purposes of the Federal lsui'ance (,' ontributiona Act)
is amended by adding at the end thereof (after the new, subsection
added by section 314(a) of this Act) the following newr subsection:

"(t) SPECIAL RULE FOR DETERMINING WAGES SUBJECT TO EMPLOYER-,r

TAX zN CASE OF CErA IN ExPLoYERS 11'nos EmP. oYrAS RA'cnr'Av INCOME
FRiOM Tips.-lf the wages paid by an employer with respect to the
employment during any month of an, individual who (for services
performed in connection with such employment) receives ttps which
constitute wages, and to which section 3102(a) applies, are less than
the total amount which would be payable (with respect to such em-
ployment) at the minimum wage rate applicable to such individual
under section 6(a) (1) of the Fair Labor Standards Act of 1938 (de-
termin d without regard to section 3(m) of such Act), the wages so
paid shall be deemed for purposes of section 3111 to be equal to such
total amount.".

(b) Section 3111 of such Code is amended by inserting "and (t)"
after"3121 (a)" in subsections (a) and (b).

(c) The amendments made by this section shall apply with respect
to wages paid with respect to employment performed in months after
December 1977.

REVOCATION OF EXEMPTION FROM COVERAGE BY CLERGYMEN

SEC. 316. (a) Notwithstanding section 1402(e) (3) of the Internal
Revenue Code of 1964, any exemption which has been received under
section 1402(e) (1) of such Code by a duly ordained, commissioned, or
licensed minister of a church or a Christian Science practitioner, and
which is effective for the taxable year in which this Act is enacted,
may be revoked by filing an a plwation therefor (in such form and
manner, and with such oIcial, as may be prescriqbed in regulations
made under chapter 2 of s. h Code),qif such-application is filed-

(1) before the applicant becomes en titled to benefits under sec-
tion 202(a) or 223 of the Social Security Act (without regard to
section 202 (j) (1) or 223(b) of such Act), and

(2) no later than the due date of the Federal income tax return
(including any extension thereof) for the applicant's first taxable
year beginning after the date of the enactment of this Act.
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Any such revocation shall be effective (for purpose. of chapter 9 of
the Internal Revenue Code of 1964 and title 11 of the Social Security
Act), as speci)&d in the application, either with respect to the appli-
cant's irt taxable year ending on or after the date of the enactment
of this Act or with respect to the applicant's first taxable year begin-
ning after such date, and for all succeeding taxable year8; and th(
applicant for ant such revocation may not tAereafter again file appli-
cation for an exemption under such section 1402O(e) (1). If the appli-
cation is fled on or after the due date of the applicant'. first tawabl1;
year ending on or after the date of the enactment of this Act and i.
effective with respect to that taxable year, it shall include or be accon,-
panied by payment in full of an amount equal to the total of the ta~ro,,
that would have been imposed byt section 1401 of the Internal Re'enu,
Code of 1954w ith respect to afl of the applicant's income derived i7,
that taxable year which would have constituted net earnings fro,
self-employment for purposes of chapter 2 of such Code (not with-
standing section 1402(r) (4) or (c) (6) of such Code) except for the
exemption under section 1402(e) (1) of such Code.

(b) Subsection (a) shall apply with respect to service performed
(to the extent fied in such subsection) in taxable .years ending
on or after the date of the enactment of this Act. and with respect to
monthly insurance benef s payable under title II of the Social Secur-
ity Art on the basis of the wages and self-employment income of any
individual for morths in or after the calendar year in which such in-
dividual's application for revocation (as described in such subsection)
is filed (and lump-sum death payments payable under such title on
the basis of such traqes and self-employment income in the case of
deaths occurring in or after such calendar year).

INTERNATIONAL AGREEMENTS WITH RESPECT TO SOCIAL scuRIry

BENEFITs

Sic. 317. (a) Title II of the, ,qoe' Security Act is amended by
adding at the end thereof the following view setion:

CtINTERNA TIONA L A AGREEMENTS

"Purpose of Agreement

"SEc. 233. (a) The President is authorized (subject to the succeeding
provisions of this section) to enter into agreements establishing to-
talisation arrangements between the social security system e8tablished
by this title and the sor;el #ecuriti .system of any foreign country, for
the purposes of establishing entitlement to and the amount of old-
age, survivors, disability, or derivative benefits based on a combina-
tion of an indi iduaPs p itod4 "f coverage under the social securty
system established by this title and the social security system of such
foreign, country.

"Deliiti.ons

"(b) For the purposes of this section-
"(1) the term 'social security system' means, with respect to a

foreign count, a social insurance or pension system which is
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of general application in the country and under which periodic
benefits, or the actuarial equivalent thereof, are paid on account
of old age, death, or disability; and

"(f) the term 'period of coverage' man a period of payment
of contribution or a period of earnngs based on wares for
employment or on self-employment income, or any s8i.lar pe-
riod recognized as equivalent thereto under this title or under the
social security system of a country which is a party to an agree-

went entered into under this section.

"Crediting Periods of Coverage; Condition8 of Payment of Benefits

"(c) (1) Any agreement establishing a totaliaation arrangement
pursuant to this section shall provide-

"(A) that in the case of an individual who has at least 6 quarters
of verage as defined in section 211 of this Act amd periods of
coverage tider the social security system of a foreign country
which is a party to such agreement, periods of coverage of such
individual under such social security system of such foreign coun-
try may be combined with periods of coverage under this title and
otherwise considered for the purposes of establishing entitle-
ment to and the amount of old-age, survivors, and disability in-
surance bene its under this title;

"(B) (i) that employment or self-employment, or any service
which is recognized asequitvalert to employment or self-employ-
ment under this title or the social security system of a foreign
country which is a party to such agreement, shall, on or after the
effervtive date of such agreement, result in a period of coverage
under the system established under this title or under the system
established under the laws of such foreign country, but not under
both, and (il) the methods and conditions for determifning under
which system employment, self-employment, or other service shall
result in a period of coverage; and

"(C) that where an individu's periods of coverage are com-
bined, the benefit amount payable under this title shall be based
on the pro portion of 8uch inividual's periods of coverage which
was completed under this title.

"(2)Any such agreement may provide that-
"(A) an indivdual who is entitled to cash benefits under this

title shall, notwithstanding the rovisions of section WOf(t), re-
ceive such benefits while he resides in a foreign country which i8
a party to such agreement, and

"(B) the benefit paid by the United States to an individual who
legally resides in the United States shall, if less when added to the
benefit paid by such foreign cowintry than the benefit amount which
would be payable to an entitled individual based on the first figure
in (or deemed to be in) column IV of the table in section F15(a)
in tho 'baxe of anindividual becoming eliqible for s'urh benefit be-
fore January 1, 1979. or based on a primary insurance amount
determsnv'd under section 215(a) (1) (r) (;) (1) in the rae nf an
individual becoming eligible for such benefit on or after that date.
be increased so that the total of the two benefits is equal to the
benefit amount which would be so payable.

S.Rept. 95-612 --- 5



34

"(3) Section ff6 shall not apply in the case of any individual to
whom it would not be applicable but for this section or any agreement
or regulation under this section.

"(4) Any such agreement may contain other provisions which are-
not itnonistent with the other provisions of tha title and which th,
Presid.et deems appropriate to carry out the purposes of this section.

"Regulatiom

"(d) The Secretary of Health, Education, and Welfare shall mak.
rules and regulations and establish procedures which are reasonable
and necessary to implt ment and administer any agreement which ha,*
been entered into in accordance with this section.

"Reports to Congress; Effective Date of Agreements

"(e) (1) Anyagreement to establish a totalization arrangement ei,-
tered into pursuant to this section shall be transmitted by the Pres,
dent to the Congress together with a report on the estimated nunmh i
of individuals who will be affected by the agreement and the effect o
the agreement on the estimated income and expenditures of the pro-
gram n sRtablished by this Act.

"(2) Such an agreement shall become effectire on any date, pro
rided in the agreement, which occurs after the expiration of the J/e

riod (following the date on. which. the agreenwnt is transmitted in ar-
cordanre with paragraph (1)) during which each House of the Con-
gress has been in session on each of .90 days: except that such agre,
meant shall not become effectire if, during such period, either Htouse o?
the Congress adopts a resolution of disapproval of the agr(,cmen.".

(b) (1) Section 1401 of the Internal Revenu ('ode of 1954 .
amended by adding at the end thereof the following new subsectioto:

"(c) REULEF FRom TAxs IN CASES COVER BY CERTA IN I.TRNV.-
rTIo..R AGRr~r.+r.vT.-DUin any period in which there is in effect ar,
agreenwnt entered into pursuant to section 233 of the Soc-ial Securit!
Act with any foreign country. the self-employment inronw of an ;w
dividual shall be exempt from the taxes imposed by this section to th,
extent that such self-employment income is subject under such agrc,-
ment to tares or contributions for similar purposes under the social
security system of such foreign country.".

(0) Sections .101 and 3111 of such Code arc each amended by add-
ing at the end thereof the following new subsection:

"(c) RE.LiF FRom TAxSrvs CASES COVERED BY CERTAIN IXTERNA-
TIONAL AGRErxrs.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Securiti

ct with any foreign country, wages received byor paid to an indhrid-
ual shall be exempt from the taxeg imposed by this section to the er-
tent that such wages are subject under such agreement to taxes or con-
tribuaions for similar purposes under the social security system of sucl
foreiqn country.".

(3) Section W051(a) of such Code is amended by adding at the end
thereof the following new sentence: "The amounts required to be
shown by paragraph (5) shall not include wages which are tempted
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pursuant to sections 3101 (c) and 3111 (c) from, the taxes imposed by
section 3101 and 3111.".

J Notwithstanding any other pr&viwon of law, taxes paid any
ividual to anyforeign countrywith respect to any_ period o em-

ployment orseel/-employment which is covered under the social eu
rity syste of such foreign country in accord we rith the ten .of
an agreement entered into pursuant to section 33 of the Social Security
Act shall not, under the income tax laws of the (nted States, be
deductible by, or creditable against the iwome tax of, any such in-
dividual.

MODlFlCATION OF AGREEME.Vr WITH ILLINOIS TO PROVrD COVERAGE FOR

CERTAIN POLICEMEN AND FIREMEN

,lrc. 318..(a) Notwithstanding the proviaions of subsection (d) (6)
(A) of section 218 of the Social S, curity A't and the' references there-
to in subsections (d) (1) and (d) (3) of such section 218, the agreement
with the State of Illinois heretofore entered into pursuant to such
section 218 may,'at any time prior to January 1, 1979, be modifiedpursuant to :ubsection (c) (4) of such. section 218 so as to apply to

services performed in poliemens or firemen'.positions covered by
the Illinois Munidipal Retirement Fund on th date of the enactment
of this Act if the State of Illinois has at any time prior to the date of
t enactment of this Act paid to the Secrtary of th. Treasury, with
respect to any of the seril'es performed in such positions, the sum
prescribed pUrsuant to subsection ((,) (1) of such section 218. For
prpo#e of this section, a retirement system which covers position
of policemen or firemen shall, if the State of Illinois so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, as the case may be.

(b) Notwithstanding the provisions of subsection (f) of section
218 of the Social Security Act, any modification in the agreement with
tho State of illinois uner subsection (a) of this section, to the extent
that it invt'olves services performed by a pofireman or fireman in posi-
tions covered under the Illinois Municipal Retirement Fund, shall be
made effective with respect to-

(1) all services performed by policemen or firemen, in positions
to which the modification relates, on or after the date of the en-
actment of this Act; and

(2) all8 services performed by such individuals in such positions
before such date of enactment nqth respect to which the State of
Illinois has paid to the ,Secretary of the Treasury the sum pre-
scribed pursuant to subsection (e) (1) of sueh section 218 at the
time or times established pursuant to such, subsection (e) (1), if
and to the extent that-

(A) no refund of the sums so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been ob-

tained but the State of Illinois repays to the Secretary of the
Treasury the amount of such refund within 90 days after the
date that the modification is agreed to by the State and the
Secretary of Health, Education, and Welfare.
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COVERAGE FOR POLICEMEN AND FIREMEN IN MISSISSIPPI

SEc. 319. Section 218 (p) (1) of the Socal Security Act is amended
by inserting "Misiuipp," after "Maryland,".

COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR PUBLIC EMPLOYEES I.

NEW JERSEY

SEC. 320..Section 218(d) (6) (C) of the Social Security Act i.
amended by inserting "New Jersey," after "Nevada,".

COVERAGE OF SERVICE UNDER WISCONSIN RETIREMENT SYSTEM

SEC. 3 1. Section 218(m) (1) of the Social Security Act is amended
by inserting after "Wisconsin retirement fund" the following: "or ary
successor system".

PART C-BENEFiT AMOUNTS AND ELIiILrr

ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE APPLIED AS OF TIME 01

ORIGINAL ENTITLEMENT

SrEC. 331. (a) Section "(q)(4) of the Social Security Act.;s
amended by striking out all that follows subparagraph (B) and in-
serting in lieu thereof the following:
"then the amount of the reduction of such benefit (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
nt "with the monthof such incres in the primary insurance amount

be computed under paragraph (1) or (3), whichever applies,a
though the increased primary iiurance amount had been in effect for
and after the month for which the individual first became entitled to
such monthly benefit reduced under such paragraph (1) or (3).".

(b ) Section £02(q) of such Act is further amended by adding at th,
end thereof the following new paragraphs:

"(10) For purposes of applying paragraph (4), with respect to
monthly benefits payable for any months after Deem-ber 1977 to an in-
dhyidua? who was entitled to a monthly benefit a reduced under para-
graph (1) or (3) prior to January 1978, the amount of reduction i?,
such benefit for the first month for which such benefit is increased by
reason of an increase in the primary insurance amount of the individual
on whose wages and self-employmeWnt income such benefit is based and
for all subsequent months (and similarly for all subsequent increases)
shall be inwrcaged by a percentage equal to the percentage increase ii,
such primary insurancee amount (such increase being made in accord-
ane with the prohiions of paragraph (8)). In the case of an individ-
ual whose reduced benefit wider this section is increased as a result of
the usAe of an adjusted reduction. period or an additional adjusted reduc-
tion period (in accordance with paragraphs (1) and (3) of this subsec-
tion), then for the first month for which such increase is effetire, and
for a17.subsequent months, the amount of such reduction (after the ap-
plication of the previous sentence, if applicable) shall be determined-

"(A) in the case of old-age, wife's, and husband's insurance
beneft, by multiplying such amount by the ratio of (i) the num-



ber of months is the adjusted reduction period to (ii) the number
of months in the reduction period,

"(B) in the case of widow's and widower's insurance bem it
for the month in which such indiidual attains age 62, by multi-
plying such amount by the ratio of (i) the number of month in
the reduction p erode be gWin with age 62 mul.tiplied by 1%o
of 1 percent, plus the number of months in the adjusted reduction
period prior to age 62 mtultiplied by 194 of I percent, plus the
number of months in the adjusted additional reduction period
multiplied by 4%4o of 1 percent to (ii) the number of months
in the reduction period multiplied by 1%o of 1 percent, plus the
number of months in the additional reduction period multiplied
by 4,o of I percent, and

"(C() in the case of widow's and widower's insurance beneeta
for the month in which such individual attains aqe 65, by m.uti-
plyi g such amount by the, ratio of (i) the number of months in
the adjusted reduction period multiplied by 19/ of 1 percent,
plus the number of months in the adjusted additional reduction
period mnldtiplied by 4%4o of 1 percent to (P.) the number of
months in the reduction period beginning with age 62 multiplied
by 1% of 1 percent. plus the number of months ;n the adjusted
reduction period prior to age 62 multiplied by 1% o of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 4%2 of 1 percent,

such detemanation being made in acoordonee with the provitions of
paragraph (8).

"(11) When an individual is entitled to more. than one monthly
benefit tnder this title and one or more of such benefits are reduced
under this subsection, paragraph (10) shall apply separately to each
such benefit reduced under this subsertion before the application of
subsection (k) (pertaining to the method by which monthly benefits
are offset when an individual is entitled to more than one kind of bene-
fit) and the application of this paragraph shall operate in conjunction
with paragraph (3).".

(c) (1) Section 202(q) (7) (C) of such Art is amended by striking
out "beatise" and all that follows and inserting in eu thereof "be-
cause of the occurrenre of an event that terminated her or his entitle-
ment to such benefitss,.

(2) Section 202(q) (3) (H) of such Act is amended by inserting "for
that month or" after "first entitled".

(d) The amendments made bv this section shall be effective with
respect to monthly benefits payable for months after December 1977.

LIMI STATION ON RETROACTIVE BENEFITS

Sr.c. 332. (a) (1) The first sentence of section 202(j) (1) of the So-
cial Security Act is amended by striking out "An individual" and
hiserting in. lieu thereof "Subject to the limitations contained in para-
graph (4). an. individual .

(2) Section 202(j) of such Act is further amended by adding at the
end thereof the following new paragraph:
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"(4) (A) Except as provided in subparagraph (B). no ind,,idual
shall be entitled to a monithly benefit under tmbsection (a), (b), (c).
(e). or (f) for any month prior to the month in which he or she fi,

/an applieaton for benefits under that subsertio if the effect of entity
mernt to uch benefit would be to reduce. pur*uant to subsection (q).
the amount of th, monthly benefit to which such indiridual would
otherwise be entitled for the month in which such application is filed.

"(B) (;) If the individual applying for retroactie benefits is apply-
in g for such benefits under subsection (a), and there are one or mor,
other person, who wrold (except for subparagraph (A)) be entitld
for any month, on. the basis of the wages and self-employment inemnt
of such indih'idual and because of such indiidual's entitlement to
such retroativ, benefits, to retroactive benefits under subsection (h4).
(c), or (d) not subject to reduction und, r subsection (q), then ,iU,-
paragraph (A) shall not apply with respect to such month or at,!,
subseqiient month.

"(ii) If the inrdiddual applying for retroae;he benefits is a widow.
surviving divorced wife, or widower and is under a disability (,.,
defined in section ~~3(d) ), and such individual would. except for sul
paragraph (A). be entitled to retroactive benefits as a disabled widow
or ,widowier or disabled siinrit'inq divorced wife for any month befoi,
attaining the age of 60, then *ubparagraph (A ) shall not apply Witli
respect to such month or any subsequent month.

"(iii) If the individual applying for retroacti.e benefits has exce,t
earnings (as defined in section 203(f) ) in the year in which he or sh,
files an application for such benefits which could, except 'for subpara-
graph (A), be charged to months in such year prior to the month o
application, then subparagraph (.4) shall not apply to so many o*

such months immediately preceding the month of application as an,
required to charge suc? excess earnings to the maximum extent
possible.

"(iv) As used in this subparagraph. the term retroactivee benefits'
means benefits to which an individual becomes entitled for a mont/i
prior to the month in which application for such beneftt is fed."%

(3) Section £26(h) of such Act is amended by adding at the end
thereof the following new paragraph:

"(4) For purposes of determ7$ing entitlement to hospital in-
surance benefits under subsection (b) in the case of an individual
described in clause (iii) of subsection (b) (2) (A), the entitlement of
such individual to widow's or widower's inuranee benefits under sec-
tion 202 (e) or (f) by reason of a disability shall be deemed to be th,
entitlement to such benefits that would result if such entitlement were
determined without regard to the provisioM "of section "9 (j) (4).*.

(b) The amendments made by subsection (a) shal be effective with
respect to monthly insuranwe benefits under title II of the SocialSecurity Act to which an individual becomes entitled on the bas of

an application filed on or after January 1. 1978.

DEL I IER Y OF BENEFIT CHECKS

SEc. 333. (a) Title VII of the Social Security Act is amended by
adding at the end thereof the following new section:
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"DEl'IV' R OFRNEFIT CHECKS

"Sec. 708. (a) If the day regularly d, sinated for the delivery of
benefit cheek* under title II or title . VI falls on, a luaturday, ,unday,
or legal public holiday (as de#/ned in section 6103 of title 5, United
State' Code) in any inoteth, the benefit checks tohich would otherwise
be delivered on such day shall be mail d for delirvery on the first day
preceding such day which is not a Saturday. Sunday. or legal public
holiday (as so defined). without regard to whether the delivery of
such checks wouldax a r idt hare to be made before the end ofthe
month for which asuh chick,8 are issued.

'-(b) 11 more than the 'orrect aimoun of/ayment under title II or
XVI is made to anq itdilidual as ,a result of the rcipt of a benefit
check pursuant to sub-section (a) before the end of the month for
whch., such check ;x itsued, no action shall be taken (11nder sertioll
20J4 or 1631 (b) or otherwise) to rccorer such payment or the incor-
rect portion thereof.".

(b) The amendm, nt mad, by ubsection (a) of this section s/W.7
apply with respect to benefit chv'eks the, regularly designate day for
delivery of which occurs on. or after the thirtieth day after the date
of the enactn e('t of this A-t.

REDUCED DiENEFITS FOR SPOUSES RECR EI VG GVo1RXMJVNT PENSIONS

&Src. 334. (a)(1) Section 20?(b) (2) of the ,Social Security Act is
amended by w,.x, rting af/er "ub.ertion (q)" th, followring: "and para-
graph (4) of this subsection".

(2) Sction ,02(b) of such Act istrthr amended by adding at
the end thereof the following ne, paragraph :

"'(4) (A) The amount of a ,ife's i, ,,,',,nre henfit for each month
as determined aft, r appl;catiot of the ,pro,ision-8 of subsectio-ns (q)
and (k) shall be rcdaed (but iwt h, lor zfro) by an amaunt eiual to
the amount of any monthly ," riodic bewefit payable to such trife (or
divorced ,eeif) for such month whieh is based upon her earnings while
in the serewo-e of the F,,deral Government or any ,State, (or political
xubdiri'sion thereof, a8 defind it, section 21,8(b) (2) ) if. on the last
day she was playedd by such ,.hity. such service did not constitute
employmentt as defined in Yc1n./o,210.

"'(B) For purposes of this paragraph, any periodic benefit which
otherwise inets the requ;remitts of subparaynaph (A). but which
is paid on oth r than a monthly ba'is, shall be allocated on a basis
equivalent to a monthly benefit (as d,.tertm;ned by the Seettary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subparagraph (A). For purposes of this sub-
paragraph, the term periodr benefit' includes a bewflt payable in a
lump sum ifit is a commutation of, or a substitute for. periodic pay-
ments.".

(b) (1) Sqection 202(c) (1) of xu'h Art is amended-
(A) by striking out subparagraph (C');
(B) by adding "anmi" at the end of xubparagraph (B); and
(C) by 'edesigmatin sub paragraph (D) a. subparagraph (0).
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(2) Section W20(c) (2) of such Act is amended to read as follows :
"() (A) The amount of a husband's insurance benefit for each

month as detedined after application of the provisions of subsec-
tions (q) and (k) shall be reduced (but not below zero) by an amount
equal to the amount of any montly periodic benefit payable to such
husband for such month which is based upon his ewriunga while it,
the service of the Federal Government or anV# State (or political sub-
division thereof, as defined in section 218(b )( )) if, on the last day
he was empland by such entity, such service did not constitute 'em-
ployment' as defined in section 210.

"(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subpararaph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit hall constitute a monthly periodic
benefit for purposes of subparagraph (A). For pv-poses of this sub-
paragraph, the term 'periodic benefit' includes a benefit payable in a
hte.p sum if it is a commutation of, or a substitute for, period C
payments.".

(3) Section 202(c) (3) of such Act is amended by inserting after
"subsection (q)" the following: "and paragraph (2) of this subsec-
tion".

(c) (1) Section 202(e) (2) (A) of such Art (as amended by sertio,
204(a) of this Act) is amended by striking out (paragraph (4)" in
the flrst sentence and inserting in lieu thereof "paragraphs (4) and
(8)".

(2) Section 2M2(e) of such Act is further amended by adding at the
end thereof the following new paragraph:

"(8) (A) The amount of a widow's insurance benefit for each month
as determined (after applation of the provisions of subsections (q)
and (k), paragraph (2)(B). and paragraph (4)) shall be reduced
(but not below zero) by an amount equal to the amo-nt of any monthly
periodic benefit payable to such widow (or sur'-vhing divorced wife)
for such month which is based upon her earnings while in the serviro-
of the Federal Government or any qtate (or any political subdivision
thereof, as defined in section 218(b) (2)) if, on the lat day she was
employed by such entity, such service did not constitute 'employment"
as defined in section f10.

"(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiva-

l to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). Fer purposes of thi, subparagraph,
the term 'periodic benefit' includes a benefit payable in a lump sum
if it is a commutation of, or a substitute for, periodic payments.".

(d) (1) Section 202 (f) (1) of such Act is amended-
(A) by striking out subparagraph (D): and
(B) by redesiqnatinq subparwqraphs (E), (F), and (G) as

subparagrapks (D), (E), and (F), respectively.
(2) Se im ?0O2(f) (2) of such Act is amended to read as foiknos:



"(N)(A) The amount of a widower'a insurance benefit for each
.nt "(as determined after application of the pro,'isiony of s _bo_-

tions (k) and (q), paragraph (3) (B), and paragraph (5)) shall be
reduced (but not below ero) by an anwunt e .ual to the anwunt o
ny monthly periodic benefit payable to such widower for such month

which it based upon his earnings while in the service of the Federal
Government or any State (or any political subdivision there , as do-
fined in section 018(b) (2)) if, on the last day he wa- em ed by
such entity, such service did not constitute 'employment' as defined in
section 210.

"(B) For purpoees of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, sull be allocated on a basis eti v-
,(nt to a monthly bent fit (as determined by the Necretary) and such
i quivalent monthly benefit shall constitute a monthly periodic benefit
for pUrpose8 of subparagraph (A). For purposes of this subpara-
graph, the term periodic benefit' includes a benefit payable in a lurn
vim if it is a comnmutation of, or a substitute for, periodic payments.'.

(3) Section 2(f) (3) (A) ofsuch Act (as amended by section £04
(r) of this Act) is anendedby striking out "paragraph (6)" in the

first sentence and inserting in lieu thereof "paragraphs (2) and (5)".
(4) (A) Section 202(f) (7) of such Act is amended by strdking out

"paragraph (1) (G)" and inserting in lieu thereof "paragraph (1)

(F) ".
(B) Section 226 (h) (1) (B) of such Act is amended by striking out

"subparagraph (G) of section 02(f)(1)" and inserting in lieu
thereof "subparagraph (F) of section 0 2(f) (1)".

(5) Section £O2(p) (1) of such Act is amended by striki out
"subparagraph (C) of subsection (c)(1), clause (i) or (ii) 07 sub-
paragraph (D) of subsection (f)(1), or".(6 Section WB (a) (3) of suck Act is anwnded by striking out "Sub-
.eeton" and all that follows down through "'so much"' and inserting
in lieu thereof "So much".

(e) (1) Section 202(g) (2) of such Act i attended by striking out
"Such" and inserting in lieu thereof "Except as provided in para-
graph (4) of this subsection, such".

(2) Section 202(g) of such Act is further amended by adding at
the end thereof the following new paragraph:

"(4) (A) The amount of a mothers insurance benefit for each
month to which any individual is entitled under this subsection (as
determined after application of subsection (k)) shall be reduced (but
not below zero) by an amount equal to the amount of any month
period benefit payable to such individual for such month which w
based upon such individual's earMings while in the service of the Fed-
eral Government or any State (or political subdim.ision thereof, as
defined in section 218(b)(2)) if. on the last day such individual was
m employed by such entity, such service did not constitute 'employment'

as defined in section 210.
"(B) For purposes of this paragraph, any periodic benefit which

otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis equiv-
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tlent to a monthy benefit (as determined by the Secretar.) and sud
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purpose of this subparagraph.
the term 'periodic benefit' includes a benefit payable in a lump Qum
if it is a commutation of. or a substitute for. periodic payments.".

(f) The amendments made by this section shall apply with respect to
monthly insurance benefits payable under title I of the Social Secu-
rity Act for month beginning with the month in which this Act i.,
enacted, on the basis of applications filed in or after the month ii,
which this Act is enacted.

(g) (1) Th, amendments made by the precedinq provisions of this
section shall not apply with respect to any monthly insurance benefit
payable, under subsection (b), (c). (e), (f), or (g) (as the case may
be) of section £02 of the Soieal 'ectrit- A et. to an individual-

(4) to whom there is payable for any month within the ?O-
month period beqknno ?rith the month in tihieh th;* Art i%
enacted (or who is eligqble in any such month for) a monthlyper?-
odic benefit (within the meaninq of such provisions) basedupo,
such individual's earnings while in the service of the Federal
Government or anu State (or political stibdi.ision thereof. a.s
defined in section 218(b) (2) of the Social Seurity Act), and

(B) who at time of application for or initial entitlement to
such monthly insurance benefit under such subsection (b). (c).
(e), (f). or (g) meets the requirements of that subsection as it
was in effect and being administered in Januarv 1977.

(2) For purposes of paragraph (1)(A). an individual is eli;thh,
for a monthly periodic benefit for any month if *uch benefit/ would b(
payable to sueh individual for that month if such individual were not
ernplaoed during that month and had made proper application for
8uch benefit.

(3) If any provis on of this subsertinn. or the applcea ;o' thereof
to any person or eireuimstance. is held invalid, the. remainder of thisq
section shall not be affected thereby, but the application of this sub-
section to aniy other persons or circtm-ntanees shall also be considered
invalid.

SUBSTANTIAL GAl.NFt'L ACTIVITY IN CASE OF BLIND INDIVIDUALS

Ste. 335. Section. 223(d) (4) of the Social ,euritv Act is amended
bij insertinq after the lhrst sentence the following new sentence:
"No inditdial'who is blind shell be reiavyed as harinq demonstrated
an ability to engage ;n s..bstantiil gah.ful act iviti on the basis of earn-
;nqs that do not exceed th exemot amount indr section 203(f) (8)
which is applicable to indiv'iduals described in subparagraph (D)
thereof."

REVA RRIA GE OF WIDO WS .A NI WIDO WERS

,Ste. 2.6. (a) (1) Section O(e) O) (.4) of thr ,%ri'l ,Reourity Act
(a ameided byt sections 2O t(a) and .1 -34 (1) of this ActN is amended
by strikhl out " Para graphs (4) and (8)" and inserting in lieu thereof
"paragraph (8)"
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(B) Section 20.(e) (3) of stuh Act is amended by# staring out "In
the ease of a widow or surrivinq divorced wife who marries" in the
matter preceding subparagraph (A) and inserting in lieu thereof "If
a widow, before attaining age 60, or a survii'ing divorced wife, mar-
ries".

(3) Section 002(e) (4) of such Act is amended to read as follows:
"(4) If a widow, after attaining age 60, marries, Ruch marriage shal,,

for purposes of paragraph (1), be deemed not to have occurred.".
(b) (1) Section 2O(f) (3) (A) of such Act (as amended by sections

204(c) and .34(d) (3) of this Act) is further amended by striking out
,paragraphs (2) and (5)" and inserting in lieu thereof "paragraph(2) ".

(2) Section 202(f) (4) of such let is amended by striking Ot "In
the case of a widower who remar'ies" in the matter preceding sub-
paragraph (A) and inserting in lieu thereof "If a widower, before
attaininq age 60, remarries".

(3) Section 202(f) (5) of such Act is amended to read as follows:
"(5) If a widolver, after attaining age 60, marries, such marriage

shall, for purposes of paragraph (1). be deemed not to ha re occurred."

(c) (1) The am-endments made by this section shall apply only with
respect to monthy benefits payable under title II of the Social Security
Act for months after December 1978, and, in the case of indiiiduara
who are not entitled to benefits of the type involved for December
1.978, only on the basis of applications filed on or after January 1,
1979.

(2) In the case of an individual who was entitled for thr month of
December 1978 to monthV insurance benefits under subsection (e) or
(f) of section 202 of the SoeSial meurity Act to which the provisions of

.wubsection (e) (4) or (f) (5) appled, the ,Secretary shall, if such
benefits would be increased by the amendments made by this section,
redetermine the amount of surh benefits for months after Decem-
ber 1978 as if such amendmets had been ;n eff, ct/for the first month
for which the provisions of section 202(e) (4) or 202(f) (5) became
applicable.

(d) Where-
(1) two or more persons are entitled to monthly bewefts under

section 202 of the Social Security Act for December 1978 on the
basis of the wages and self-emplovment income of a deceased
individual, and one or more of such persons is so entitled under
subsection (e) or (f) of such section 202, and

(2) one or more of such persons is entitled on the basis of such
wages and self-employpnent income to monthly benefits under
subsection (e) or (f) of such section £02 (as amended by this
section) for Januarv 1979, and

(3) the total of benefits to which all persons are entitled under
section 202 of such Act on the basis of sueh waqes and self-employ-
ment income for January 1.979 is reduced by reason of section
203(a) of such Act as amended by this Act (or would, but for the
first sentence of section 203(a) (4), be so reduced),

then the amount of the benefit to which eizch such person referred to in
paraqraph (1) is entitled for months after December 1978 shall in no
case be les after the application of this section and such section 203 (a)



than the amount it would have been without the application of this
seetion.

DUlATION-OF-MARRIAGE REQIUREMENT

St'. 337. (a) Section 216(d) of the Social Security Act is amended
by striking out -20 years in paragraphs (1) and (2) and ;nsertinq
;n Neu thereof in eackinstanee "10 years".

(b) Section 202(b) (1) (0) of such Art is amended by striking out
-2() years" and inserting in lieu there of "10 years".

(c) The amendments made by this section shall apply with respect
to monthly benefits payable under title II of the Social Security Act
for months aftr December 1.978, and. ;, the ease of indb'iduals who
are not entitled to benefits of the type involved for December 1978.
only on the basis of applications filed on or after January 1, 1979.

PART D-STUDI WITr RESPECT TO GNDER-BA.SA.' DIST.vCTIO.vs

STUDY OF PROPOSALS TO FLMIN.4.TE DEPE.NDENCY AND S X DISCRIMl3A TIvr

UNDER THE SOCIAL SECURITY PROGRAM

EC. 341. (a) The Secretary of Health, Education, and Welfare.
in constdtation with the Task Force on Sex Discrimination in th,
Department of JUwt.,. shall make a detailed study. within thE De-
partment of Health, Education. and Welfare and the Social Securit!1
Administration, of proposals to eliminate dependenwy as a factor bi
the determination of entitlcment to spouses benefits under the pro-
gram established under title II of the Social Security Act, and of
proposals to bring about equal treatmnt for men and women in ar,
and all respects under such program, taking into account the practi-
cal effects (particularly the effect upon women's cntitbl mnt to such
benefits) of factors swuhas-

(1) changes in the nature and extent of women's participation
in the labor force,

(2) the increasing divorce rate, and
(3) the economic value of women's work in the home.

The studio shall include appropriate rost analyses.
(b) te Secretary shall submit to the Con.gress within six months

after the date of the enactment of this Act a full and complete report
on the study carried out undersu6section (a).

P.4Rr E--Co .wrxD SOCIAL SECURITY AND INco.vt TAx
ANNUAL REPORTING

Subpart 1-Amendments to Title II of the Social Security Act

ANNUAL CREDITING OF QUARTERS OF COVERAGE

,&c. 37. (a) (1) Sections 209(g) (3). 209(j). 010(a) (17) (A). and
210(f) (4) (B) of the Social Seeurity Act are each amended by strik-

ing out "quarter" wherever it appear* and inserting in lieu thereof
"year"'.

(2) Sections 209(g) (3) and 209(j) of such Act are each further
amended by striking out "$50" and inserting in lieu thereof "$100""
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(3) (A ) Section 9 of sch Act ig amended by etilking out "or" at
the end of su-bection (n). by striking out the period at the end of
electiontion (o) and inerting in lieu thereof "; or", and by inserting
after subsection (o) the following new subsection:

(7)) Remuneration paid t yalf organization exempt frm imoWn.
tl.x under section 501 of the internal Rer.enue Code of 1954 in any
,',llendar year to an. employeefopr service rendered in the eml oy of
,v.ch organization, if the remttiteration paid in 8uch year by the orga-
ization to the employee for such service i8 e88 than $100.".

(B) Section 210(a) (10) of such Act is amended by striking out
('10) (A)" and all that follows doten through "(B) Seriiee" and in-
rting in lieu thereof "(10) Serv'iso". and byredesiynating claustm

(i) and (ii) as subparagraphs (A) and (B). respectively.
(b) Section 212 of sueh Act is amended to read a8 follows:

" CREDITING OF StLF-FPPLo)'VFVXT I.COM. TO CALND.I Ft. IRS

"S'c. 212. (a) For th, purposes of dcterimininq average monthly
wrage and quarters of coi'crage, the am-ount of self-(, iplolment /n-
,ome deried during atoy tarab, yvlr which ,,gins b,'forc 1978
xhall-

"(1) in the atn, of a taxable year which ;v a calendar year, be
creditE'd equally to each quarter of iu.h calidar year; and

"(2) in the cas e of aty other taab,y !/ar. b, creditd equally
to the calendar quartr in which i'h tasxable year tidv and to
cach of the ne.t three orf.wer, prcued;ntg quarters any part of
which is in such ta.(,ble year.

"'(b) For the purpoxq. of dt inbiinq (ticrayf ind,..'ed monthly
, ,Irnin.l. a i,'age monthly 'Uaf,. and quarterx of (o ,,eraye th, amount
,,f self-c mloyment inton, (i/ri,','d lur;ny any taxabh year which
4)gins after 1977 shall-

"(1) ;?t the case of a t1.r,,blc year wh;ch iS 'icalenlar year or
which begins with or during a (tiledIr' year iirvl ,ends with or
during such year. be credit, dto such calendar yar; anld

"(#2) in the cam, of any other taxable year, be, allocated pro-
portionately to the two cl, nda' year., portions of wihi'h tare , i-
cluded within 8uch taxabl, year. on the basi8 of thi, number of
months in each such calmdar y(ar which are included comple/ely
within the taxable year.

For pu1-poses of clase. (2), the calendar month in which a taxable
Yar ends shall be tr,ated as included completely within that taabebb,
year..

(c) Section 213(a) (2) of su'h Act is amended to read as follows:
,(2) (e1) The term, 'quart, s of coverage' mean-

"(i) for calendar years before 1.978. and subject to the ro&isons
of subparagraph (B). a quater inir whi(h an, indii'idual has been
paid $50 or more bo wages exceptt wages for agricultural labor
paid after 1954) or for w'hch// hav been eredtt(d (ax determined
under section .21) with $100 or more of self-employmiu'nt income;
and

"(ii) for calendar years after 1977. and subject to the pro'isions
of subparagraph (B), each portion of the total of the wages paid
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and the self-employment income credited (pursuant to secthomi
212) to an individuil ii a calendar year which (quals $250. with
Such quarter of coverage being aAigned to a 8perif ecal ndar
quartirr ;n such calendar year only if nec ssary in the case, of ay
indiidiial who has attained agi (? or died or is under a di ,-
bil;ty and the requirements for iniv,,.d status in subsection (()
or (b) of section 214, the requirements for , titl ment to a cons-
putation or recomputation of his primary insurance amount, o,
tht requirements of paragraph (3) of -Rction 216(i) would naot
otherwise be net.

"(B) Notwithstanding the pro'isions of subparagraph (A)-
"(i) no quarter after the quarter ;n which an individual dits

shall be a quarter of coverage. and no quarter any part of which
is 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 an individual in any calendar y((ir
equal to $3.000 in the case of a calendar year before 1951. or .J'O
in th, cae of a calendar year after 1.950 and before 1955. or $420(C
;n the case of a calendar year after 1954 and before 1.9&1. or $4.8(W
;n the case of a calendar year after 1958 and before 1966. or $.6/P
in the case of a calendar year after 1965 and before 1968, or $7 00
in the case of a calendar year after 1967 and before 1972. or $9.O0(ff
in the case of the calendar year 1972. or $10200 in the case of th,
calendar year 1973. or $13200 in the case of the calendar year 1974.
or an amount equal to the contribution and beneft base (as drt, r-
mind under section £30) in the case of any calendar year afh r
1974 and before 1978 with rc spect to chich such contribution and
benefit base is effeetir . each quarter of such year shall (subject
to clauses (1) and (r)) be a quarter of cor'erage:

"(iii) if an individual ha* self-,mployment income for a taxrabl,
year. and if the sum of such income and the wages Iaid to hini
during .iuch year equals $3.600 in the case of a ta'oble year begin-
ning after 1950 and ending before 1955o. or $4.200 in the eise of a
taxable year ending after 1.954 and before 1959, or $4200 in th,
case of a taxable year ending after 1958 and before 1966. or $6.600
in the case of a taa'able year ending after 1.965 and before 1968. or
$7AW in the case of a taxable year ending after 1.967 and before
1972. or $9,000 in the case of a taxable year beginning after 1971
and before 1973. or $10800 in the case of a taxable year beginning
aftir 1972 and before 1974. or $l3.00 in the case of ,a taxable year
beginning after 1.973 and before 1975, or an amount equal to the
contribution and benefit base (as determined under section 230)
which i* effective for the calendar year in the case of any taxabli
year beginning in any calendar year after 1974 and before 1978.
each quarter any part of which false in such year shall (subject to
clauses (i) and (r)) be a quarter of coverage:

"(iv) if an individual is paid wages for aqri cuItral labor in a
calendar year after 1954 and before 1978, then, subject to clau4ms
(i) and (v). (I) the last quarter of such year which can be but is
not otherwise a quarter of coi'eraqe shall be a quarter of coverage
if such wages equal or exceed $100 but are less than $20; (II) the
last two quarters of such year which can be but are not otherwise
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quarters of coverage ahal be quarter. of coverage if such wages
equal or exceed $200 but are les than $300: (I11) the last three
quarters of such. year which can be but are not otherwise quarters
of coterage shall be quarter. of coverage if such wages equal or
exceed $300 but are less than $400; and (IV) each quarter of such
year which is not otherwise a quarter of coverage shall be a quarter
of coverage if such wages are $400 or more;

"(v) no quarter shall be counted as a quarter of coverage prior
to the beginning of such quarter;

"(vi) not more than one quarter of coverage may be credited to
a calendar quarter, and

"(vii) no more than four quarters of co ,erage may be credited
to any calendar year after 1977.

1 f in the case of an individual irho has attained age 62 or died or is
?1nder a disability and who has been paid wages for agrimitural labor
in a calendar y, tir after 1: 54 a i before 1.97S, the requirements for
insured statuts in. subsection (a) or (b) of section 24, the requirements
for entitl,,m4nt to a omputation or reromputat;on of his primary
insurance am ount, or the rnqirer ent, of paragraph (3) of section
?16(i) are not met after asxignnent of quarters of cor, iage to quar-
ters in such year as provided in clause (ii) of the preceding sentf,ite,
hut wiod be m, t if such quart rs of rorrage iiere assigned to diff, r-
,?nt quarters in such year. th, n sutch quarters o f co?,eraqe hshall intad
he assigned, for Innrposes only of dtrmi*tiing (omplianre ith such
requirements. to such different quartrs. If. i, the ease of an ;nil
who did not dh prior to January I, 1955, and who attained age GJ
(if a woman) or a(!, 65 (if a nian) or di4'd before July 1, 1.957, the
,,qu;ru.nwnts for ;xurd( statim in .t(tion 214(a)(3) (ire not met
because of his haring too fiw quarter, of coverage but would be 7net
if his quarters of co?'(rag ;i the first calendar year in which he had
tiny covered employment had been determiud on the basis of the
p, riod during which if-ages were earned rather than on the basis of
th, period during which u', s' , pid (any such irti!,s paid that
a,',e reallocated ov itn (arned in.os shallt oot be ased in detlrmii;.q
quarters of coera. , for subsequent caleiodar y,-,rs), then upon appli-
,t;o11 filed by th, ;ndieudual or his xuri';,ors and satifactory proof

of his record of ,'aqs (artd hc;ng ftirlibah,d by such individual
,r his surri,,ors. the qltrtr8 of coe ,t'/aq ;n such (alenidtr year may

In determined on the basis of th, periods during whch wages iWre,
Srand.

(d) The amendm, nts made by sumsection (a) shall apply ,ith re-
,peert to remwuration paid and ser';'es r, eletrd after Det ;,dber .1.
1977. The amndnints made by subSCt~lons (b) and (c) shall be ef-
fective January 1.1978.

ADJUSTMENT IN AMOUNT REQI'IRED FOR A QUARTER OF COI'ERAG(;

,.'. 352. (a) Sect;on 213(a) (2) (A) (i;) of the Soial Srreurlty Art.
as a, ended by section 351((-) of th;s .lIet. ; amended by tr;king out
".250" and ;nsertinq in lb, th r of "th, amount reqiured for a quar-
ht r of coverage ;n that calendar year (as determined under subsection
(d))".
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(b) Section 213 of such Act is further amended by adding at th,
end thereof the following new subsection:

"A mount Required for a Quarter of Coverage

"(d) (1) The amount of wages and self -employment income which
an individual must have in order to be credited with a quarter of
coverage in any year under subsection (a) (B) (A) (ii') shall be
$250 in the calendar year 1978 and the amount determined under
paragraph (2) of this subsection for years after 1978.

"(2) The Secretary shall, on or before November 1 of 1978 and of
(very year thereafter. determhnw and publish in the Federal Register
the amount of wages and self-employment income which an individual
must have in order to be credited with a quarter of coverage in the
succeeding calendar year. The amount required for a quarter of coy-
era.qe shall be the larger of-

"(A) the amount in effect in the calendar year in which thi
determination tinder this subsection is made, or

"(B) tho product of the amount prescribed in paragraph (1)
which is required for a quarter of coverage in 1.978 and the ratio
of the average of the total wages (as defined i;i requlations of th,
Secretary and compted without regard to the limitations specifild
in section 209(a) ) reported to the Secretary of the Treaetiry or h
delegate for the calendar year before the year in which the deter-
moination under this paragraph is made to tho a?.erage of the total
wages (as so defined and computed) reported to the Sqecretary of
the Treasury or his delegate for 1976 (ax. published in the Federal
Register in accordance with section 215(a) (1) (D)),

with such product, if not a mUltiple of $10. being rounded to the next
higher multiple of $10 where such amount is a multiple of $5 but not
of $10 and to the nearest multipl& of $10 in any other case.".

(c) The amendments made by this section shall be effectire Janu-
ary 1, 1978.

TECHNICAL AND CONFORMING AMENDMENTS

Ste. 353. (a) (1) Section 203(f) (8) (B) (i) of the Sociol Seeur;y
Act is amended by striking out "was" wherever it appears and in-
sertinq in lieu thereof "is".

(2) "ection 203(f) (8) (B) (ii) of such Act is amended to read asfollows: "(ii) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the total Wiaq8 (as de-
fined in regulations of the Serretary and computed without
regard to the limitations specified in section ?09(a)) reported
to the Secretary of the Treasury or his delenale for the cal-
endar year before the calendar trear in which the determina-
tion under subparagraph (A ) is made to (I) the average of
the total waoes (a.9 so defined and computed) reported to the
,Secretarm of the Trea~uriy or h is delegate for the calendar year
before the moat recent calendar year in which on increase in
the cxemnpt anwunt was enacted or a determination resulting
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in auh an increase wa made under subparagraph (A), with
such product, if not a multiple of $10, Ieinq rounded to the
neat higher mutiple of $10 where such product i a multiple
of $5 but not of $10 and to the nearest multiple of $10 in any
other case.".

(b)(1) The &rst sentence of section 218(c) (8) of such Act is
amended by striking out "quarter" whereverr it appears and inserting
,n lieu thereof "year", and-by 8trking out "$50" and inserting in lieu
thereof "$100".

(2) Section.2 18 (q) (1) of Ruch Act is amended by striking out
" quarter" and inserting in leu thereof "year".

(3) Section 218(q)( f4)(B) of such Act is amended by striking out
"'any calendar quarters" and inserting in lieu thereof "a calendar year"
and by striking out "such calendar quarters" and inserting in lieu
thereof "such calendar year".

(4) Section 218(q) (6) (B) of such Act is amended by striking out
"calendar quarters designated by the State in 8uch wage reports as
the" and inserting in lieu thereof "period or periods designated by the
State in such wage reports as the period or".

(5) Section 218(r)(1) of suA Act i8 amended-
(A) by strikinq out "quarter" in the matter before claue (A)

and inserting in lieu thereof "year",
(B) by striking out "in whwh occurred the calendar quarter"

in clause (A), an
(C) by strikinq out "quarter" in clause (B) and inserting in

lieu thereof "year".
(c) (1) Effective with respect to estimates for calendar years be-

ginning after Decetnber 31, 1977, section 224(a) of suo Act is
amended by striking out the last sentence.

(2) Section£24 (f) (2) of such Art is amended to read as follows:
"(2) In making the redetermination required b y paragraph (1), the

individual's average current earnings (as defined in subsection (a))
shall be deemed to be the product of-

"(A) his average current earnings as initially determined under
subsection (a) :

"(B) the ratio of (i) the average of the total wajes (as defined
in regulations of the Secretary and computed without regard to
the limitations specified in section 209(a)) reported to the Secre-
tary of the Treasury or his delegate for the -alendar year before

th year in which such redetermination is nmade to (ii) the average
of the total wages (as so defined and computed) reported to the
Secretary of the Treasury or his deeqate for calendar year 1977
or. if later, the calendar year before the year in which the reduc-
tion was first computed (but not counting any reduction made in
benefits for a previous period of disability) ; and

"(C) in any case in which the reduction was first computed be-
fore 1.978, the ratio of (i) the average of the taxaable wages re-
ported to the Secretary for the first caendar quarter of 1977 to
(ii) the average of the taxable wages reported to the Aecretary
for the first calendar quarter of the calendar year before the year
in which the reduction was first computed (but not counting any
reduction made in benefits for a preiou period of disabiUi).

S.Rept. 95-612 --- 4
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Any amount determined under this paragraph which is not a multiple
of $1 shall be reduced to the next lower multiple of $1.".

(d) Section 229 (a) of sueh Act isamended
(1) by striking out "shall be deemed to have been paid, in each

calendar quarter occurrin after 19.56 in which he" and inserting
in lieu thereof", if he", and

(B) by striking out "wages (in addition to the wages actually
paid to him for such service) of $300." at the end thereof and in
seating in lieu thereof the folowing: "shall be deemed to ha .,
been paid-

"(1) in each calendar yjnarter occurring after 1956 and before
1978 in which he was paid such wages, additional wages of $30o.
and

"(2) in each calendar rear occurring after 1977 in which he
was paid such wages. additional wage. of $100 for each $300 of
such wages. up to a maximum of $1,$00 of additional wagesfor
any calendar year.".

(e) (1) Section 230(b) of such Act is amended by striking out th(
last se.n tence.

(2) Section 230(b) (1) of such Act is amended to read as folloneR:
"(1) the contribution and benefit base which is in effect with

respect to remuneratio paid in (and taxable years beginning in)
the calendar year in w hih the determination under subsection
(a) is made. and".

(3) Section 90(b) (2) of suh Act is amended to read is follmrs:
-(2) .the ratio of (A) the average of the total wages (as

defined in regulatins of the Secretary and computed without re-
gard to the limitations speciled in section £0.9(a)) reported to
the Secretary of the Treasury or his delegate for the calendar
year before the calendar year in which the deternnation under
subsection (a) is made to (B) the ai.erage of the total wages (ag
8o defined and computed) reported to the Secretary of the Treas-
ury or his delegate for the calendar year before the most recent
calendar year in which an increase in the contribut;on and beefit
base was enacted or a determination resulting in such an increase
.1as made under subsection (a) .".

(f) (1) Effeetive with respect to conrirtianos after December 31.1977.
8ection. 202(u) (1) (C') of such Act is amended by striking out "quar-
ter" wherever it appear and inserting in lieu thereof "year".

(2) (A) Section 205(c) (1) of such Act is amended by 8triding out
"(as defined in section 11(e) )"'.

(B) Rection 205(c) (1) of such Act is further amended by adding
at the end thereof the following new usubparagraph:

"(D) The term 'period' when used with respect to self-employ-
ment income means a taxable year and when used with respect to
wages means-

"(i) a quarter if wages were reported or should har'e beeii
reported on a quarterly bais on taxr returns filed with the
Secretary of the Treasury or his delegate under section 6011
of the Internal Revenue Code of 1.954 or regulations there-
under (or on reports filed by a State under section 218(e) or
regulations thereunder).



"(ii) a year if wages were reported or should have been
reported on a yearly basiN on such tar returns or reports, or

"(iii) the half year beginning Janiary 1 or July I in the
case of wages which were reported or ahoid have been re-
ported for calendar year 1937.".

(C) Section 205(o) of such Act i8 amended by inserting beforer
1978" after "calendar year".
(9 )The amendments made by subsection (b) of this section shll

lipply -('ith respect to rem~ineration -paid after December 31, 1977,
,,xrept that the amendment made by subsection (b) (2) shall apply with
Ospect to notices submitted by the States to the Seeretary after the
elate of the enactment of this .[At. The amendments ande by subsectiona
(d) and (f) (2) shall be effective January 1, 1978. Except as other-
irise speifieally provided. the wmaininq amendments made by thi
section shall be effective Jaua, 1. 1979.

Subpart i-Amendments to thf, Internal Revenue Code of 1954

D.'DUCTIOX OF T -4XFROM WAGES

,.ic. 355. (a) Section 3102(a) of the Iternal Revenue Code of 1954
ix amended by striking out "or ((') or (10)", and by inserting after
•-;s less than $50;" the folloinq: "and an employ,/r who in airy cal-
endar year pays to an employs e cash rmuneration to which para-
graph (7) (C) or (10) of section 31Vl(a) is applicable inay deduct
an amount equivalent to much tar front any such paynwtt of remunera-
tion. er'en though al the time of paqmeid the total amount of such
remuneration paid to the employee by the employer ;n the calendar
/f ar is less than $0):".

(b)(1) Paraqraphs (1) and (2) of vertion 3102(e) of such Code
,ire iach amended by striking out "-quarter"" ,wherreer it appears and
by inert bag in lieut thereof"year".

(2) Paragraph (3) of section .3102(c) of stwh Code is amended-
(A) by striking out "quarter of the" in subparagraph (A);

and
(B) by striking out "quarter" where i'er it appears in mubpara-

.qraphs (B) and (0) and inserting in lieu thereof "year".
(e) The amendments made by thiq section shall apply with respect

to remuneration paid and to tips received after December 31, 1977.

TECHNICAL AND 'O.VFORMI VG AMF.VDMFNTS

,Src. 3.56. (a) Sections 3121(a) (7) (C) and 3121(a) (10) of the I-
ternal Revenue Code of 1.954( are each. amended by striking out "quar-
ter" teherei'er it appears and inserting in lieu thereof "year". and by
strikinq out "$50" and inserting in lieu thereof "$100".

(b) Section 3121(a) of such (ode is amended bystriking out "or"
at the end of paragraph (14). b striking out the period at the end
of paragraph (15) and inserting ;n li , thereof "; or", and by adding
after paragraph. (15) the folloPing new paragraph :

"(16) remuneration. paid by an organization exeempt from in-
come tax under section .501(a) (other than an. organization de-
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scribed in section 401 (a)) or under section 521 in any calndar
year to an employee for serzee rendered in the employ of such
organization, if the rem unction paid in.,wh yearby theorga-
nization to the employee for such ser 4e is less than $100.".

(c) Section 31l(b) (10) of such Code is amended by striking out
"(10) (A)" and all that follows down through "(B) oseio" and
inserting in lieu thereof "(10) service", and redesi"ating clauses (i)
and (ii) a subparagraph. (A) and (B), respecti ely

(d) Sections 31,1(b)(17) (A) and 5121 (g) (4) (B of suh Code are
each amended by striking out "quarter" and inserting in lieu thereof
"year".

(e) The amendments made by this section shall apply with, respect
to remuneration paid and services rendered after December 31, 1977.

Subpart -- Conforming Amendment to the Railroad Retirement Act

of 1974

COMPUTATION OF EMPLOYrEr AN'UITIES

SEC. 358. (a) The last sentene of section 3(f) (1) of the Railroad
Retirement Act of 1974 is amended-

(1) by inserting "paid before 1978" after "in the case of wages",
and

(2) by inserting "and in the case of wages paid after 1977" be-
fore the period at the end thereof.

(b) The amendments made by this section shall be effective Janu-
ary 1, 1978.

PART F-NATION.AL Co.MSSIONV oN SOCIAL SECURITY

ESTABLISHMENT OF COMMISSION

SEc. 361. (a) (1) There is hereby established a commission to bc
known as the National Commission on Social Security (hereinafter
referred to as the "Commission").

(2) (A) The Commission shall consist of-
(i) free members to be appointed by the President, by and with

the advice and consent of the Senate, one of whom shall, at the
time of appointment, be designated as Chairman of the Commis-
sionf.

(ii) two members to be appointed by the Speaker of the House
of Representatives; and

(iii) tuo members to be appointed by the President pro tern-
pore of the Senate.

(B) At no time shall more than three of the members appointed by
the President, one of the members appointed by the Speaker of the
House of Representatives. or one of the members appointed by the
President pro tempore of the Senate be members of the same political
party.

(C) The membership of the Commission shall consist of individuals
who are of recognized standing and distinction and who possess the
demonstrated capacity to discharge the duties imposed on the Com-



mission, and shall include representatives of the private insurance in-
dustry aid of recipe l* ,s a nd potential recipients of benes under the
programs inrol'd as well as individuals whose capacity is based on
, ,pec'al knowledge or expertise in those programs. No mdividual who
is otherwise an oflce'r orfull-timie employee of the United Stata shall

rie as a member of the Commi iion.
(D) The Chairnan of the (ommissiao shall designate a number of

the Commission to act a i7cc Chaiwin of the Commis8ion.
(E) A inajority of the m,,emrs of the Coinnsg8ioii shall constitute

(I quorumi but a lesser number may conduct hearings.
(F) Members of the Cornmix.vion hall be appointed for a temi of

t'ro years.
(0) A 'acancy in the Commission shall not affect its powers. but

,%hll be filled ii the same manner as that heroin pro,'ided for the
,/)pointment of the member first appointed to the raeant positioi,.
(3) Member. of the Commission .'ht/l reeive $138 per diem while

, 1gaged in the actual per formance of thE. didi it,ested is the Coni-
mission, plus rc imbursement for tra,'el, subsiat, nwe, and other neces-
sary expenses inrurrd in the performance, of such duties.

(4) The Conimmsaion shall me,'t at the call of the Chairman, or at the
,17 of a majority of the members of th Comimission; but meetings of

the Commission shall be held not less frequently than ance in each
,Whndar month which begins after a majority of the authorized me,-
I,, rship ofthe Commission has first been appointed.

(b) (1) It shall be thl,' duty and function of the Commission to -oii-
duct a continuinq study. i restiqalion, and re i;n of-

(A) the Federal old-age. surv'ivors, and disability i;nurance
program, established by title II of th, Aor;al Serurity Art; and

(B) the health insurance programs established by title X17III
of such Act.

(2) Such study, investigation. and re,,iew of such programs shall
include (but not be limited to)-

(A) the fiscal status of the trust fuds established for the fi-
nancing of such programs and the adequacy of such trust funds
to meet the immediate and long-range fina'i.q neds of such
programs;

(B) the scope of coverage, the adequacy of beneftis including
the measurement of an adequate retirement income, and the con-
ditionm of qualification, for benefits provided by such programs
including the application of the retirement income test to un-
earned as well as earned income;

(C) the impart of sich programs on, and their relation to,
pubie assistance proarams, non governmental retirement and an-
nuity programs. medical service delivery systems, and national
employment practices.-

(D) any./inquit;e (whether attributable to provisions of law
relating to the establishment and operat;on of such proqrams. to
riles and regulations promulgated in connection with the admin-
istmion of such programs, or to administrative practices and
proredimes Remployed in the carryin.g 9t of such programs)

which affect substantial numbers of individuals who are insured
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or otherwise eligible for benefits under such proqrams, indsudinq
ine quities and inequalities arisignq out of marital status serx, or
sin ilr classifications or categories,

(E) possible alternatives to the current Federal programs or
particular aspects thereof. including but not limited to (i) a
phasing out of the payroll taxz .Sth the ptnatwing of such program*
being accomplished in some other manner includingq general
revenue funding and the retirement bond), (ii) the establishmrnt
of a system, providing for mandatory participation in any or all
of the Federal programs, (iii) the integration of such curreu,
Federal Proarams with pr'ate retirement programs. and (ia.)
the establishment of a system, permitting covered individuals a
choice of public or private programs or both,;

(F) the need to develop a special tons umer Prce Index for
the elderly, including the financial impact thot such an index
would have on the costs of the programs (stablished under tho,
Social SeeuritV Act; and

(0) methods for effectively implementing the recom mndations
of the Cnommission.

(3) In order to provide an effef;o opportunity for the general
pub ic to participafe ,l1y in the stud in,.estlqation, and rerieu' und r
this section, the ('ommiss;on. in conducting such studv. invv'sfiqatio,..
and review, shall hold public hearings in as rmny different geographi-
cal areas of the country, as vosshT. The residents of each area where
swh a hearing is to be held shall be qiren reasonable advance notie'
of the hearing and an. ademate opportunity to appear and express
their vietes on the matters under consideration..

(r) (1) No later than fmir months ofter the date on irheh a maftinr;t?
of the authnr;zed membership of the *omm.;sson is ;.lnly appointed.
the Comm.4ssion shall submit to the President and th Con oress a
special report de*cribi.na the 7om*mssio's plans for eonductie? the
study, fr, tiqaion, and reni' ndor sbsrfif on(b). rth parti tilar
reference to the scope of such sOudy. intest;oation, and review and
the wthods proposed to be used in conducting it.

(2) At or before the close of each of the first torn years aPor the dat,
on rh;rb a majority of the apt horized mimhorship nf th Commsm
is ;infiallw appointed, the Conm.ission shall submit to the President
and the onqress an annual report on tho study. in,'estiantion, and
review under subsection (bl. together with its recommendatfus - ith
respect to the proqrams inrn7,,ed. The seond sth report shall con-
stitute the final report of thooComm sso on suh st,,du, invsfiqabon.
and rriw, and shall inlude its final reommondat;,w: and upon th,
subm.;ssion of such A.na7 report the Comm.;ssdon shall ,o-as" to e..st.

(d) (1) The Comenision shall appoint an E.wist;ve Director of the
Commission. .ho shal7 be compensated at a rate & #d bt/ the Clmmis-
sio. but which sally not eaxc'sd the pto eetab!shd for level V of
the F.ectinpR ,heldute bu title., T.nwfod ,State (,od..

(2) In addition to the Executive, Director, the Cmmission shall
have the power to appoint and R. the come.eation of s k personannl
as it deems advisable, in aecordanre with the oroiirtions of title 5.
United ,States xCodo. goreriinq apnninneits to the cometitie ser'-
ice. and the pro?'isions of chapter 51 and sbehapter II of chapter 53
of such title, relating to classifiation and General Schedule pay rates.
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(e) In carrying out its duties under thi. section, the Commission,
or any duly authorized committee thereof, is authorized to hold such
hearings, sit and act at such times and places, and take such testimony,
with respect tomatters with respect to which it has a reapo ibiUty
under this section, as the Commission or suck committee may deem
advisable. The Chairman of the Commmisson or any member au-
thorized by him may administer oaths or afrmations to witnesses
appearing before the Commission or before any committee thereof.

(f) The Commi mon may secure directlyfrom any department or
agency of the United States such data and information ..smay be
necessary to enable it to carry out it8 dutiesunder this section. Upon
request of the Chairman of te Commission, any such department or
agency shall furnish any such data or information to the Commision.

(g) The General Services Administration shall provide to the Cor-
mission, on a reimbursable basis such administrative support services
as the Commission may request.

(h) There are hereby authorized to be appropriated such sums as
may be necessary to carry out this section.

(i) It hall be the duty of the Health Insurance Benefits Advisory
Council (established by section. 1867 of the Sorial Security Act) to
provide timely notice to the ('onmission of any meeting., and the
(Chairman of the Comnmission (or his de gate) shall be entitled to
attend any such meeting.

PART G-MIscELLA NFOUS PRovsioNs

APpoIxrtMTr.vr OF .nFA RINElt. MINERS

SEc. 371. The persons who wrere appointed to . serve as hearing exam-
iner tinder section 1631(d) (2) of the Social Seurity Act (as in effect
prior to Jan uary 2. 1976), and wih by section 3 of Public Law 94-202
were deemed to be appointed under section 3105 of title 5, United
States Code (with such appointments t(,ninatinq no later than at
the close of the period ending IDeember 31, 1978), shall be deemed
appointed to career-absolute poSition as hearing examiners under
(,d in accordance i,;th section 3105 of title 5, United States Code,
with the same authority and tenure (without regard to the expiration
of stich period) as hearing examiocrs appointed directly under such
section 3105. and shall reee;,e compensation at the same rate as
hearing examiners appointed by the Secetary of Health. Education,
and Welfare directly under such section 3106. All of the provisions of
title 6, United States Code. and the regulationpromulgated pursuant
thereto, which are applicable to hearing examiners appointed under
such section 3106, shall apply to the persons described in the preceding
sentence.

REPORT OF ADVISORY COUNCIL ON SOCIAL SMCUITY

Src. 372. Notwithstanding the proisions of section 706(d) of the
.'ocial Secu.rity Act, the report of the Ad,i.ory Cowunil on Social
,%eCurity miihich is due not later than January 1. 1979, may be filed at
any date prior to October 1. 1979.
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TITLE IV-PROVISIONS RELATING TO CERTAIN STATE

WELFARE AND SERVICE PROGRAMS RECEIVING

FEDERAL FINANCIAL ASSISTANCE

FISCAL RELIEF FOR STATES AND POLITICAL SUBDIrISlONS WITH RESPECT TO

COSTS OF WELFARE PROGRAMS

Sc. 401. Section 403 of the ,Social Security Act is amerded-
(1)in subsection (a), by adding at the end thereof the follow-

ing new paragraph:
"In the case of calendar quarters beginning after September *0.

1977, and prior to April 1, 1.978, the amount to be paid to each State

(as determined under the preceding provnisons of this subsection or

section 1118, as the case may be) shall be increased in accordance with
the provisions of subsection (i) of this section."; and

(02) by adding at the end thereof the following new stubsection:
"(i)(1) In the case of any calendar quarter which begins after

September 30, 1977, and prior to April 1, 1978, the amount payable
(as determined under subsection (a) or section 1118. as the case may
be) to each State which has a State plan approved under this part
shall (subject to the succeeding paragraphs of this subsection) be
increased by an amount equal to the sum of the following:

"(A) an amount which bears the same ratio to $46.750,000 as
the amount expended as aid to families with dependent children
under the State plain of such Statt during the month of Decem-
ber 1976 bears to the amout expended as aid to families with
dependent children under the State plans of all States during
such month. and

"(B)(i) in the case of Puerto Rico. Guam, and the Virgin
Islands, an amomntt equal to the amount determined under sub-
paraqraph (A) with respect to such State. or

"(ii) in the case of any other Rtate. an amount which bears
the same ratio to $46,750,000, minus the amounts determined under
clause (i) of this subparagraph. as the amount allocated to such
State under section 106 of the State and Local Fiscal Assistance
Act of 1972, for the most recent entitlement period for which
allocations have been made under such section prior to the date of
the enactment of this subsection, bears to the total of the amounts
allocated to all Statea under euch section 106 for such period.

"(2) As a condition of any State receiving an increase, by reason
of the application of the foregoing prorisions of thiq submetion, in
the amount determined for such State pursuant to subsection (a) or
under section 1118 (as the case maybe). such State must agree to pay
to any political subdivision thereof which participates in the cost of
the State's plan approved under this part. during any calendar quar-
ter with respect to which such increase applies, so m.uch of such in-
crease as does not exceed 100 per centum, of such political subdivision's
financial contribution to the State's plan for such quarter.

"(3) Notwithstanding any other provision of this part, the amount
payable to any State by reason of the preceding prov.isions of this sub-
section for calendar quarters prior to April 1. 1978, shall be made in a
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s;ngle installment, which shall be payable as shortly after October 1.
1977, as is administratively feasible.".

INCENTIVE ADJLSTMETS FOR QUALITY CONTROL IN FEDERAL FINANCIAL

PARTICIPATION IN AID TO FAMILIES WITh DE'PENDE'NT ('IlLDREN PROGRAMS

Stc. 402. (a) Section 403 of the Social Security A et is amended by
adding after subsection (i) (as added by section 401 of this .1ct) the
following new subsection:"(j) If the dollar error rate of aid furnished by a State under its
State plan approved under this part with respect to anyRix-month
period, as based on samples and evaluations thereof, is--

"(1) at least 4 per centum, the amount of the Federal financial
participation in the expenditures mode by the State in carng
out such plan during such period hall be determined without
regard to the provisions of this ubsection: or

6(2) les than 4 per centun, the amount of the Federal fitan-
cial participation ;n the expenditures made by the State in carry-
ing out, such plan during such period shall be the amount deter-
ndned without regard to this subsection, plus, of the amount by
which such expenditures are less than they would hare been if the
erroneous e eCel8 payments of aid had been at a rate of 4 per
Centum--

"(A) 10 per centum of the Federal share of such amount,
in ease such rate is not less than 3.5 per centum,

"(B) £0 per centum of the Federal share of such amount,
in case such rate is at least 3.0 per centurn but less than 3.5
per cen tum,

"(0) 30 per centum of the Federal share of such amount,
in case such rate is at least 2.5 per centim but less than 3.0
per oentum,

"(D) 40 per cenium of the Federal share of such amount,
in case such rate is at least 9.0 per century but less than 2.5
per centumn

"(E) 60 per centum of the Federal share of such amount,
in case such rate is less than 2.O per centum.

For purposes of this subsection (i) the term 'dollar error rate of aid'
neiwns the total of the dollar error rates of aid for (I) payments to
ineli;ble families reCeiving ass istanee: (II) overpaynwnts to eligible
famlies rereifiQ assistance: (III) underpayments to eligible families
receiving assistane,* and (IV) nonpa/ments to eligible families* not
receiving a*sistanee due to erronwous termination or denial,. and (ii)
the term 'erroneous eaeess paiyments.1 means the total of (I) erroneous
payments to ineliqible families receiving assistance, and (Ii) over-
payments to eligible families receiving assistance.".

(b) Payments may be made under the amendment made by subsec-
tion (a) only in the case of periods commencing on or after Janu-
ary 1, 1978.

ACCESS To WAGE INFORMATION

SFC. -403. (a) Part A of title IV of the ,ocial Security Act is amended
by adding after section 410 the following new section:
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ACCESSS TO WAGSE INFORMATION

"Stc. 4 11. (a) Notwithstanding any other provision of la. the Sec.
retary shall make ai.ailable to States and pelitictl subdiiisions thereof
wage information contained in the records of the Social Security
Administration which is necessary (as determined by the Secretar i
;n regulations) for purposes of determining an Inditiduars eligibility
for aid or services. or the amount of surh aid or ser-vires, under a Stale
plan for aid and series to needy families with children approved
under thzs part, and which is specifttcally requested by surh , tate or
polit ial s"bdivision for stcrh purposes.

"(b) The. Secretary shall establish such safe guards as are n eessary(as determined by the Secretary under regulations) to insure that
information made available under theMoi ion of this ertion is utied
only for the purposes authorized by this section.".

(b) Section 3304(a) of the Federal Unemployment Tar Act i.
amended by redesignatin, paragraph (16).as paragraph (17) and by
inserti? after paragraph (15) the following newr paragraph:

"(16) (A) wage information contained in the records of the
agency admitistering the State law which is necessary (as d, te, -
mined by the Secretary of Health. Education, and Welfare i,
regulations) for purposes of determining an individual's eligibil-
ity for aid or services, or the amount of such aid or series. und, r
a State plan tor aid and services to needy families with children,
approred under part A of title IT" of the Social ,8ectnity Act, shall
be made available to a Stale or political subdivision thereof whet
suAh information is specifically requested by such State or political
subdivision for such purposes, and

"(B) h safeguards are established as are nreessary (as deter-
mined by the Secretary of Health, Edueation, and Welfare ii,
regulations) to insure that such information is used only for t/,
purposes authorized under subparagraph (A) :".

(c) Section 40fI(a) of the Social Security .. tctis amended-
(1) by striking out the word "and" at the end of paragraph

(27):
(2) by striking out the period at the end of paragraph (28) and

inserting in lieu thereof a semicolon and the word "and": and
(3) by adding at the end thereof the following new paragraph:
"(29) effective October 1, 1979, provided that wage informa-

tion available from the Social Security Administration under
the provisions of section 411 of this Act,,.and wrage information
available (under the provisions of section 3304(a) (16) of th,
Federal Unemployment Tax Act) from. agenvies administering
State unaployment compen-ation laws. shall be requested and
utilieed to the extent permitted under the provisions of smch see-
tions, except that the State shall not be required to request such
information from, the Social Semurity Administration where such
information is available from the aqeney administering the Stat,
unemployment compensation laws.".

(d) TUe amendments made bythis section shall be effective on the
date of the enactment of this A ct.
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STAT TDEMOxSTR TIO.v PROJECTS

Src. 404. Section 1115 of/the Social Security .Iet it amended-(1) bp inserfing I"(a)" after"' r.1,.;

(2) by redesignatin9 subsections (a) and (b) as paragraphs
(1) and (2), respectively: and

(3) by adding at the ,nd thereof the following new nubsection:
"(b) (1) In order to permit the States to achh'e n more efliceiit and

effective use of funds for public amsiatanc', to reduce dependency. and
to improve the lining conditions and increase the incomes of indi'id-
uali who are reipients of public assistance, any lState hai'ing an ap-
proried plan under part A of title IT' may, subject to the provisions
of this ubection, establish and conduct not more than, three demon-
stration projects. In establishing and conducting any such project the
state #hall-

"(A) provide that not more than one such project be conducted
on a statewide basis;

"(B) provide that in making arrangements for public service
employment-

"(i) appropriate standards for the health, safety, and
other conditions applicable to tAe performance of work and
training on such project are established and will be main-
tained,

"(ii 8uch project will not result in the displacement of em-
plo/.edworke rs.

"(iii) each part'cipant in such. project shall be compensated
for work performed by him at (in hourly rate equal to the
prevailing hourly wage for similar work in the locality where
the partmeipant performs such work (and, for purposes of
this clause, benefltx payable under the State's plan approved
under part A of title IV of the family of which such par-
ticipant is a member shall be regarded as compensation for
work performed by such participant),

"(ii) with respect to such project the conditions of work,
training. education. and employment are reasonable in the
light of such factors as the type of work, geographical region,
and proficiency of the participant. and

"(v) appropriate workmen's compensation. protection is
provided to all participants; and

"(0) provide that participation in fnch project by any individ-
ual receiving aid to families with dependent children be voln-
tar!,.

"(2) Any Stlat e irh~hh establishes and conducts demonstration pro*-
erts under this ,wbsection may, subject to paragraph (3), with respect
to any such project-

"(A) oaire,. subject to paragraph (3), any or all of the require-
menits of setions 402(a) (1) (relating to statewide operation),
4f2 (a) (3) (relating to administration by a single State agency),
402(a) (8) (relating to disregard of earned income). except that
no surh. ,waiver of 402(a) (8) sholl operate to tabpe any amount in
exrces of one-half of the earned ;ncome of any ;nd;idual, and 40M
(a) (19) (relati g to the work incentive program),;
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"(B) subject to paragraph (4), use to cover the costs of the proj-
ect suck funds as are appropriated for payment to such State with
respect to the assistance whick is or wod, except for ptipa-
tion in a project under this subsection, be payable to indi'iduah
participating in such projects under part A of title IV for any

scal year in which such projects are conducted; and
"(d) use such funds as are appropriated for payments to States

under the State and Local Fiscal Assistance Act of 1972 for an.y
fiscal year in which the project is conducted to cover so much of
the costs of salaries for indiviiduals participating in public 'serv-

ice employment as is not covered through the use of funds madt
available under subparagraph (B).

"(3) (A) Any State which wishes to establish and conduct demon-
strat;on projects under the provisions of this subsection shall submit
an application to the Secretary ;n such form and containing such i,-
formation as the Secretary may require. Whenever any State subm.il
such an application to the Secretary, it shall at the same time issue
public notice of that fact together with a general description of the
proret un'th respect to which the application is submitted. and shall
;ni';te comment thereon from interested parties and comments thereon
may be submitted, within the 30-day period beginning with the dat,
the application is submitted to the Secretary. to the Stale or the "Zeere-
tar by swh parties. The State shall also make copies of th4, applica7
tion available for public inspection. The ,Secretary shall also im-
mediately publish , summary of the proposed project, make copies of
the application available for public in.Rpection, and recei?'e and con-
sider comments submitted wirth repeat to the appiration. A Mtat,
shall be authorized to proceed with a project subntted under th,
subsection,-

"(i) when sueh application has been approved by the Secretar
(which shall be no earlier than 30 days following the date the ap-
plication is submitted to him), or

"(ii) 60 days after the date on which such application is sub-
in itted to the Secretary unless, during such 60 day period, he den irx
the application.

"(B) Notwithstanding the provisions of paragraph (2) (A). the
Secretary may review any waiver made by a State under such para-
graph. Upon a finding that any tuch waiver is inconsistent with th,'
Purposes of this subsection and the purposes of part A of title IV. th,
Secretary may disapprovesuch waiver. The project with respect to
which. any such disapproved waiver was made shall be terminated
bysuch State -not later than the last day of the month following the
month in which such waiver was disapproved.

"(4) Any amount payable to a State under section 403(a) on behalf
of an individual participating in a project under this section shall not
be inreased by reason of the participation of such individual in any
demonstration project conducted under this subsection over the amount
which would be payable if such individual w ere receiving aid to fam-
ilies with. dependent children and not participating in such project.

"(5) Participation in a project established under this section shall
not be considered to constitute employment for purposes of any finding
with respect to 'unemployment' as that term is used in section 407.



"(6) Any demonstration project eatabliahed and conducted pursuant
to the prolisiona of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
,ursuant to the promions of this oubsection shall be termlinated not
biter than September 30, 1980.".

REIMBURSEMENT FOR ERRONEOUS STATE" SUPPLEMF.'NTARY PAYMENTS

'rc..406. (a) Notwithatanding any other pro'is ion of law, the Se'tre-
tary of Health, Education, and Welfare i8 authorized aond directed
to pay to each Ntate anamount equal to the amount expended by such
.tat,, for erromeous supplenuntary payment to aged, blind, or disabled
hidiriduaA wheitc rer, and to the extent to which, the Secretary through
(,M audit by the Department of Health, Education, and Welfare whwh
h,yi been reviewed and cowuried in by the Irpector General of &uch
,t part n t determine that-

(1) such amouitt was paid by such State as a upplementary
payment dtur;ng the calendar ye ar 197'; purxtint to ,in aqr,, lt
between the State and the Secretary r quired by section 212 of the
.4 (t entitled "Ain At to extend the Rienegot;aton Act of 1961 for
one. year, and for other yurpose8", approved July 9, 1.973 or wh
amount was paid by ,eh AStare, as an optional *'tah .upp'le'Pl.nta-
tion, a defined in ,ectioii 1616 of the Social Security Act, during
the calendar year 197.;,

(2) the erroneousp aynawnts were the result of good faith reli-
ane by such Sta/c upon (rroneout8 or incomplete information sup-
plied by the Department of He(alth, Education, and Welfare,
thrmugh the State data exchange, or good faith relianwe upon in-
correct supplemental se.itd/y income benefit payments made by
such department, and

(3) recovery of th, erroneous paynuwn/ by xwuh ,Stat would
be impossible or unreasonable.

(b) There are authorized to b, appropf';,,td x.ich lyu a i a,' ?nc',-
,,tiry to carry out the provisions of this srC(ion.

TITLE VT--11!SCELLANEO US

COVERAGEE UNDER MEDICAL R. OF CERTAINN POWER-OPER.TFD wnlF'LCIIAI Rs

S&c. 501. (a) Section 1861(8)(6) of the Social Serurity let is
amended by inserting after ".heelrhairs" the following: "(which may
;nelude a power-operated vehicle that may be appropriately used as a
,heelchair, but only where the use of gw-h a ,'chicle i* determined to be
necesar on the basis of the individual's medical and physical condi-
tion and the -vehicle meets such safety requirements as the Secretary
may prescribe)".

(b) Section 1842(b) (3) of such Act is amended by ingerting after
the fourth sentence thereof the following new sentence: "With respect
to power-operated wheelchairs for which payment may be made in ac-
eordance with section 1861(s) (6), charqes determined to be reasonable
may not exceed the lowest charge at which power-operated wheelchairs
tire available in the locality."
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(c) The amend ment, madeby this sectionshal be effective in the
case of items and servnoes furwhed after the date of the enactment
of this Act.

FEDERAL ELECTION CAMPAIGN AC? AMErNDMENTS

&rc. 509. (a) Section 328 of the Federal Election Campaign Act of
1971 (2 US.C. 4411) is amended-

(1) by inserting "(a)" immeiately after "Sic. 3 8.", and
()) by adding at the end thereof the following new subsectiow:

"(b) If an honorarium payable to a person is paid instead at hix
request to a charitable organization selected by payor from a list of
5 or more charitable organzatnims provided by t~at person., that person
shall not be treated, for purposes of subsection (a), as accepting that
honorarium. For purposes of this subsection, the term 'charitable or-
qanizat;on' means an organization described in section 170(c) of th,-
Internal Rei'enue Code of 1954.

"(c) For purposes of determn-vdng the aggregate amount of hon-
orarium. receired by a person during any calendar year, amounts r,
turned to the person paying an honorarium before the close of the
calendar year in wh i t was received shall be disregarded.

"(d) For purposes of paragraph (2).of subsection (a), an honorai-
ium shall be treated as accepted oly in the year in which that ho,-
orarium is received.".

(b) The amendments made by subsection (a) shall apply with rt-
spect to an honorarium recebted after December 31, f176.

And the Senate agree to the same.
Amend the title so as to read:

An Act to amend the Social Security Act and the Internal
Revenue Code of 1954 to strengthen the financing of the social
security system. and for other purposes.".

A nd the Senate agree to the same.
Russr.L B. Lo,o,
AiRAHAM RIBICOFF,
GAYLORD NELSON,
W. D. HATHAWAY,
DANIM MoYWmAN,
CARL T. CURTIS,
BILL RamF,
JOHN C. DANFORTH,

Managers on the Part of the Senate.
AL ULLXA',.
JAMES A. BURKE,
DAN RoBxKowSKT,
JoE D. WAGoONR, Jr.,
WIWLu R. Corrm,
Aiamm J. M1KvA,
JIx Guy TuCmr.,

Managers on the Part of the House.



JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendment
of the Senate to the bill (H.R. 9346) to amend the Social Security
Act and the Internal Revenue Code of 1954 to strengthen the financ-
ing of the social security system, to reduce the effect of wage and price
fluctuation on the system's benefit structure, to provide for the conduct
of studies with respect to coverage under the system for Federal em-
ployees and for employees of State and local governments, to increase
the earnings limitation, to eliminate certain gender-based distinctions
and provide for a study of proposals to eliminate dependence and sex
incriminationn from the social security program, and for other pur-
poses. submit the following joint statement to the House and the Sen-
-ite in explanation of the effect of the action agreed upon by the man-
igers and recommended in the accompanying conference report:The House recedes from its disagreement to the amendment of
the Senate with an amendment which is a substitute for both the House
bill and the Senate amendment. The differences between the House
hill, the Senate amendment, and the substitute agreed to in conference
:re generally described below, except for technical, clerical, conform-
ing. clarifying, and minor drafting changes.

ADJUSTMENTS IN TrAX RATES

The House bill contained changes in the social security tax schedule
necessary to finance the social security -y.temi sn modified by the
t1ouse bill, as shown in table 1.

TABLE I.-SOCIAL SECURITY TAX RATES-HOUSE-PASSED BILL

[In percent]

Calendar year OASI I DI I OASDI HI Total

Employees and employers, each

1977-----------------------------4.375 0.575 4.95 0.90 5.85
1978 -------------------------------- 4.275 .775 5.05 1.00 6.05
1979 --------------------------- 4.300 .750 5.05 1.00 6.05
1981-----------------------------4.450 .800 5.25 1.30 6.55
198244 -------------------------- 4.550 .800 5.35 1.30 6.65
1985-----------------------------4.750 .900 5.65 1.30 6.9
1964---------------------------4.750 .900 5.65 1.45 7.0
1990 and after. . ..--------------------- 5.100 1.100 6.20 1.45 7.65

Self-employed

1977--- ------------------------- 6.185 0.815 7.00 0.90 7.90
1978-----------------------------6.010 1.090 7.10 1.00 8.10
1979-80-...---------------------- 6.045 1.055 7.10 1.00 8&10
1981-----------------------------6.700 1.200 7.90 1.30 9.20
198- .-------------------------- 6.850 1.200 8.05 1.30 9.35
1985- -------------------------- 7.100 1.350 8.45 1.30 9.75
1986-19 -------------------------- 7.100 1.350 8.45 1.45 9.90
1990 and after.----------------------- 7.650 1.650 9.30 1.45 10.75

IBy alocation in the law.

(63)
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The Senate amendment changed these provisions to finance the
social security system as modified by the Senate amendment. The tax
rates in the Senate amendment are shown in table 2.

TABLE 2.-SOCIAL SECURITY TAX RATES-SENATE-PASSED BILL

118 pereet

Calenda year OASI DI OASI HI Total

Employ*esand empioy.rsh

1177 ------------------------------- 4.375 0.575 4.95 0.&0 5.85
11-73 ..... ..... .... .......... .. 4.275 .775 5.05 1.00 6.05
17-411)....-------------------------- 4.335 .750 5.085 1.05 6.135
1oll...-.----------------------4.525 .825 L.35 1.25 6.60

1-s.------------------- 4.-- 75 . as L.40 1.25 665
lw- .......------------------. 4.750 .950 5.70 L 35 7.05
19666--------------------------4.750 .950 5.70 1.40 7.10
10-44-------------------------5.100 L00 6.5 isL40 7.55
19.5-M000------------------------ 500 1.200 6.70 1.40 5,10
200 ----------------------------... 950 1.350 7.30 .40 L 70
2011 andat r----------------------6.300 1.50 7.80 1.40 9.20

Sdf4mpoyed

1977------------------------...-6IN S0.815 7.0 L 907.90
1978--- ------------------------ 6010 1.030 7.10 1.00 8.10
1706 ..0--------------------------6010 1.040 7.05 1.05 &10
161----------------------------6. 7625 1.2376 L00 1.25 9.25
11214--------------------------6.765 1.2375 &.00 1.25 9.25
1165----------------------7.125 1.425 .55 1.35 9.90
196 ---.-................... 7.125 1.425 8.55 1.40 9.95
116044-------------------------7.675 1.575 9.2 1.40 i0. 65
135-2000. . ..------------------------- 5&250 1.30 10.05 1.40 11.45
2001-10--------------------------5.e25 2.025 10.95 1.40 12.35
2011 and after---------------------.9.950 .250 11.70 1.40 13.10

I By elloation in law.

The House recedes with an amendment providing a new schedule
of taxes to finance the system as modified by the conference agreement.
The tax rates in the conference agreement are shown in table 3.

TABLE 3.--SOCIAL SECURITY TAX RATES

le poere]

Calendar year OASI DI OASDI 'll Total

Employees and employers, ea

1177----------------------------4.375 0.575 4.95 0.90 5.85
1978 ---------------- .4.275 .775 5.05 1.00 6.05
s7040---------------------------4.330 .750 5.06 1.05 6.13
1961-----------------------------4.525 .825 5.35 1.30 6.65
19244-----------4.575 .825 5.40 1.30 6.70
1965--------------------- 4.750 .950 5.70 1.35 7.05
19664---------------------------4.750 .950 5.70 1.45 7.15
1990 end later.----------------------- .100 1.100 6.20 1.45 7.65

Self-employed

1977- ---------------------------- 61850 0.8150 7.00 0.90 7.90
17-----------------------------6.010 1.090 7.10 1.00 L10
1979-80. . . ..-------------------------- 6.0100 L0400 7.05 1.05 L10
1981------ -------------------- 6.7625 1.2375 5&00 1.30 9.30
1982414. . . ..-------------------------- 6.8125 1. 2375 5.05 1. 30 &. 35
1 5 ......... ..... ..... ..... ..... 7.1250 L 4250 L 55 1.35 9.90
196649--------------------------7.1250 1.4250 L S5 L 45 10.00
1990 and later...................7.6500 L6500 9.30 1.45 10.75

1 By allocation in law.

ALLOCATION To DlsAnlIry INSURANc TRUST FUND

The House bill would increase allocation to the disability insurance
trust fund beginning in 1978. (See table 1 above.)
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The Senate amendment would also increase allocation to the dis-
ability insurance trust fund beginning in 1978. (See table 2 above.)

The conference agreement modifies the allocation rates to finance
the disability insurance program. (See table 3 above.)

C(ioTR1IUTION AND M ENF.FIT BAsE

The House bill provided for 4 ad hoc increases in the contribution
and benefit base for employees, employers, and the self-employed in
1978, 1979, 1980, and 1981. After 1981 the base would be automatically
adjusted to keep up with average wage levels in the same way the
present-law base is adjusted.

The Senate amendment provided for 4 ad hoc increases in the con-
tribution and benefit base for employees and the self-employed of
$600 each, above the level that would prevail under present law, in
1979, 1981, 1983, and 1985. After 1985, the base would be automatically
adjusted to keep up with average wage levels.

The Senate amendment also provided for increasing the taxable
earnings base for employers to $50,000 for 1979-84 and to $75,000 be-
ginning in 198.. The base would remain at that level until the em-ployeebase reached that level, after which time both would be auto-
muatically adjusted.

The conference agreement follows the House bill except that no
increase in the contribution and -benefit base (over present law) is
provided in 1978. Table 4 below shows the base for employers and
employees under the House and Senate bills and the conference agree-
ment. (Amounts shown under the Senate bill depend, in part, on
automatic adjustments and are, therefore, estimates.)

TABLL 4.-CONTRIBUTION AND BENEFIT BASE

Senate-passed bill

House-passd Emply Conference
Calendar year bill self-mp Employer agreement

-519,900 17,.700 $17,70 $17,700
1979-------------------------------------22, 9OO 19, 50 0 ,00022, 900
190--------------------25,900 21,000 50, 00025,900

29,700 23,100 50,000 29.700

Automatic therafter.
'wS Employee bess, Including $600 Increases in 1983 and 1985, estimated to rise to $24,600 for 1982, $26,7001983, $28.200 for 1964, $30,300 for 1985, with automatic increases (as under present low) therefte.
a Remains at $50,000 through 1984; Increases to $75,000 In 1985 and remains at $75,000 until employeebase reache $75.000.

Railroad Retirement tier-II.-Under the House bill, the tax base for
tier-II of the Railroad Retirement Act for both benefits and tax pur-
poses would be the same as under the automatic-increase provisions of
the present law and would not be affected by increases in the social
security taxable wag base contained in the bill. Under the Senate
amendment the tax %se for tier-II of the Railroad Retirement Act
would not be affected but the amount of earnings used for computing
the tier-II benefit would be the base used for social security benefits
under the amended law.

The Senate recedes.
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Pension Benefit Guaranty (orporation (PBGC) .- The House bill
provided that the pension insurance administered by PBGC would not
be affected by the ad hoe increases in the wagoe base under social
security. The insured pension amount would increase as it would under
automatic-increase provisions of present law.

The Senate bill contained no similar provision.
The Senate recedes.

STANDBY GUirARNTEE OF TRUST FUKD LEAVES

The House bill provided standby authority for automatic loans to
the OASDI trust funds from Federal general revenues whenever the
assets of a cash benefits trust fund at the end of a calendar year amount
to less than 25 percent of the outgo from the fund in the calendar year.
The amount of the loan would be equal to the difference between the
year-end balance in the fund and 271/2 percent of the year's outgo.

Such loans would automatically be repaid with interest when assets
at the end of a year exceeded .30 percent of the year's outgo from the
fund. To provide for automatic repayment, there would be temporary
social security tax-rate increases of 0.1 percent for employees and
employers, each, and 0.15 percent for the self-employed, if at the end of
any year after the year the loan was made the reserve level is less than
35 percent and the loan debt exceeds $2 billion. This temporary tax rate
increase would go into effect one year later.

The standby loan authority would not be applicable for the HI trust
fund.

The Senate amendment contained no such provision.
The House recedes.

RMDucTioi iN TAXES FOR CERTAIN EMPLOYERS

The Senate amendment would limit State and local governmental
and 501 (c) (3) nonprofit employers' social security liability for 1979 to
the liability that would be incurred for 1979 under the provisions of
present law. For 1980 and after, such an employer's liability (in
dollars) would generally be 90 percent of the liability under the law as
amended by the bill, but not less than the 1979 liability. In no case
would the provision require an increase in liability as compared with
the regular provisions applicable to other employers. An authorization
for appropriations from general revenues is provided to make up the
loss of social security revenue to the trust funds that would result from
enactment of the provision.

The House bill contained no such provision.
The Senate recedes.

MoDmcAriOv o BENzrr FORMULA

Both the Senate amendment and the House bill provided for basic
changes in the computation of social security benefits for workers
reaching age 62 after 1978. Although the provisions of the two bills
were very similar, there were differences, described below:
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BENEF iT FORMULAS

The House bill provided for a benefit formula producing benefit
amounts roughly 5 percent lower than estimated present-law benefits
at implementation (January 1, 1979). The formula for relating maxi-
mum family benefits to primary insurance amounts (PIA'sf has a
similar effect.

The Senate amendment benefit formula produced benefit amounts
roughly equivalent to 1976 levels--about 214 percent lower than esti-
mated present-law benefits at implementation. The formula for re-
lating maximum family benefits to PIA's had a similar effect.

The Senate recedes.
TRANSITIONAL PEROD

The House bill provided a 10-year guarantee of benefit amounts
based on the benefit table as of December 1978 in retirement cases.

The Senate amendment provided a 5-year guarantee in retirement
cases.

The House recedes.
MINIMUM BENEFIT

Under the House bill the December 1978 minimum benefit rounded
to the next higher dollar (estimated to be about $121) would have
been frozen for new beneficiaries. The minimum would have been
increased in line with CPI increases only after a worker reached age
62 became disabled, or died.

The Senate amendment was similar except that it would have
increased the minimum by CPI increases beginning with the year
in which the individual (a worker, his widow, or child) actually
became entitled to benefits, rather than from the point at which the
worker reached age 62 became disabled, or died.

The House recedes with an amendment under which CPI increases
for a worker or aged widow or widower generally would not begin to
apply until the earlier of: (a) the first year the worker or aged widow
(widower) was paid part or all of the benefits to which he was entitled
for that year, after application of the retirement test; (b) the year
of attainment of age 65.

SPECIAL MINIMUM

The House bill provided for an increase in the special minimum
benefit up to a maximum of $230 a month for a worker ($345 for a
couple) with 30 years of coverage under social security. The special
minimum is calculated by multiplying $9 ($11.50 under the House

bill) times the number of years of coverage (years in which earnings
were at least 25% of the contribution and benefit base) in excess of 10
and up to 30-for a maximum multiplier of 20. Years of coverage
would be based on the base as increased automatically by rises in aver-
age wages (without ad hoc increases as a result of H.R. 9346). Special
minimum benefits would be increased automatically by CPI increases
in the future.

The Senate amendment contained no such provision.
The Senate recedes.
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DELA"EDRErMEMENT CRErr

The House bill provided for an increase in the delayed retirement
credit to one-fourth of 1 percent for each month (3 percent per year)
for which a worker does not receive a benefit between ages 65 and 72.
for persons attaining age 62 after 1978.

The Senate amendment contained no such provision.
The Senate recedes.

Drz&ym RrrRzmZNT CEDrr fOR Wmows AND WrowERs

The Senate amendment included a provision which would make the
delayed retirement credit applicable to widow's and widower's insur-
ance benefits, as well as to the worker's benefit.

The House bill contained no such provision.
The House recedes with an amendment making the change effective

with June 1978.

LIBERALIZATION OF THE EARNINGS TEST

The House bill increased the exempt amount under the earnings
test for beneficiaries age 65 and over to: $4,000 in 1978; $4,500 in 1979;
$5,000 in 1980; and $5,500 in 1981.

The Senate amendment increased the exempt amount to $4,500 in
1978 and $6,000 in 1979 for all beneficiaries.

The Senate recedes adopting the exempt amounts in the House bill
and increasing the exempt amount to $6,000 in 1982. These increases
would apply only to beneficiaries age 65 and over.

AGE AT WHICH EARNIN GS TEST No LONGER APPLIES

The House bill lowered the age at which the retirement test no longer
applies from age 72 to age 65 in 1982.

The Senate amendment lowered the age at which the retirement test
no longer applies from age 72 to age 70 in 1982.

The House recedes.

LIBERALIZATION OF THE FOREIGN WORK TEST

The House bill provided for payment of benefits for any month in
which a beneficiary engaged in noncovered work outside the United
States worked 8 or fewer days in 1978, and 11 or fewer days in 1979
and thereafter.

The Senate amendment contained no such provision.
The House recedes.

STUDIES OF MANDATORY COVERAGE

The House bill required joint studies by the Office of Management
and Budget, the Civil Service Commission, the Department of the
Treasury, and the Department of Health, Education and Welfare
of mandatory coverage for Federal and State and local employees
with reports and recommendations to the President and Congress
within 2 years of enactment.
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The Senate amendment contained no such provision.
The Senate recedes with amendments which would combine the

studies of mandatory coverage of employees of Federal, State, and
local governments and nonprofit organizations; would require the
Secretary of Health, Education, amd 'Welfare to conduct the study
with appropriate consultation with Treasury, the Office of Manage-
ment and Budget, and the Civil Service Commission.

The managers anticipate that the study will include, in addition
to the evaluation of alternative proposals, examination of the follow-
ing specific items: (1) Analysis of any possible constitutionalques-
tions involved in extensions of coverage; (2) review of the extent
of State. local and nonprofit coverage under existing law; (3) analy-
sis of the economic impact on State and local governments of manda-
tory coverage extensions: and (4) an analysis of the feasibility of
developing a method of covering Federal employees without increas-
ing their contributions or adversely affecting'their benefit rights
(except to the extent that any windfall benefit situations may be
eliminated).

COVERAGE OF NONPROFIT ORGANIZATIONS

The Senate amendment included provisions to: (1) forgive through
.June 30, 1977, the social security tax liability of nonprofit organiza-
tions that stopped paying social security taxes before October19,
1976, because thiley haa not filed the proper certificate with the In-
ternal Revenue Service to cover their employees under social security:
(2) extend the deadline for filing waiver certificates for organizations
that obtained refunds prior to Septemper 9, 1976; (3) permit non-
profit organizations that paid social security taxes while waiting for
the Internal Revenue Service to approve their request for tax-exempt
-tatus to receive a refund of those taxes in spite of P.L. 94-563 under
which the taxes and social security coverage that resulted were vali-
dated; and (4) not require nonprofit organizations that received a
refund of social security taxes for April-June 1973, to bring their
employees under social security coverage.

Tne House bill contained no such provisions. (The 'Ways and
Means Committee had reported a bill, H.R. 8490, that contained simi-
lar provisions.)

The House recedes with technical clarifying amendments.

LIMITED PARTNERSHIP INCOME

The House bill excluded from coverage the distributive share of in-
come or loss received by a limited partner.

The Senate amendment contained no such provision.
The Senate recedes.

EMPLOYEES OF ME BERS OF RELATED GROUPS oF CORPoRAIoNs

The Senate amendment provided that a group of corporations con-
currently employing an individual would be considered as a s" le
employer if one of the group serves as a common paymaster forte
entire group. This would result in such corporations having to pay
no more in social security and unemployment taxes than a single em-
ployer pays.
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The House bill contains no such provision.
The House recedes with clarifying amendments.
The provision limits the aggregate amount of employment taxes

due for any taxable year with respect to an individual concurrently
employed by two or more related corporations and compensated
through a common paymaster which is itself one of the corporations
employing the individual and which would have the responsibility
for making payment to the Internal Revenue Service of employment
taxes due. The provision is intended to establish a maximum total
liability for the related corporations (including the common pay-
master) as a group but is not intended to relieve any corporation of
ultimate liability for any portion of the total amount of employ-
ment taxes due. The provision is not intended to have any effect on
the deductibility for Federal income tax purposes of employment
tLxes or wages payable by a corporation; accordingly. since the corpo-
ration for which services are performed is the only one eligible to
deduct wages and employment taxes paid with respect to such services.
such wages and taxes will not be deductible unless the corporation for
which the services are performed reimburses the common paymaster
for such payments. For purposes of determining income tax deduc-
tions allowable, the conferees expect the Secretary of the Treasury to
establish procedures for allocating employment taxes among related
corporations establishing a common paymaster.

E PLOYER TAXES o.N Tips

The House bill included a provision to require employers to pay
social security taxes on tips deemed to be wages under the Federal
minimum wage law.

The Senate amendment contained no such provision.
The Senate recedes with the understanding that the employer will

be liable for the employer social security tax on the tips that are
deemed wages, regardless of the amount of the tips the employee
reports under section 6053(a) of the Internal Revenue Code of 1954.

COVEMAE FOR CLERGYMN

The House bill permitted clergymen who filed application for ex-
emption from coverage to revoke their exemption (but only during
a limited period of time).

The Senate amendment contained no such provision.
The Senate recedes.

TOTALIZATION AoREmExzNr

The House bill authorized the President to enter into bilateral
agreements with foreign countries to provide the limited coordination
of social security systems. Each such agreement would have to be
transmitted to the Congress and could not go into effect until 90 days
after one House had been in session. During that period an agreement
could be rejected by action of both Houses enacting legislation.

The Senate amendment included the same provision except that:
Each agreement must be transmitted to Congress with a report on
estimated cost and number of individuals affected; an agreement must
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Act; an agreement could not go into effect until 90 days after both
Houses of Congress had been in session during which period an agree-
inent could be rejected by action of either House.

The House recedes.

ILLINOIS POLICEMEN AND FIREMEN

The House bill included a provision which would validate earnings
erroneously reported for policemen and firemen covered under the
Ill inois Municipal Retirement Fund.

The Senate amendment contained no such provision.
The Senate recedes with an amendment that coverage for future

periods would be provided for the policemen and firemen affected.

WisCO.xSlx" RETIREMENT FUND

The House bill provided that a special coverage provision applicable
to members of the Wisconsin Retirement Fund would be applicable
to any successor system of that fund.

The Senate amendment contained no such provision.
The Senate recedes.

LIMITATION ON RETROACTIVE BENEFITS

The House bill provided that benefits would not -be paid retroactively
for months before an application is filed, when such payment results
in a permanent reduction of future monthly benefits, effective Jan-
uary 1, 1978.

The Senate amendment was similar to the llouse provision except
that it was effective upon enactment, rather than on January 1, 1978.

The Senate recedes.

DELIVERY OFB' BENEFIT CHECKS S

The House bill required that whenever the delivery date for payment
of either social security or supplemental security income checks falls
on a Saturday, Sunday, or legal public holiday, the checks would be
mailed "and delivered" on an earlier date. Any overpayment that oc-
curs as a direct result of the earlier delivery of checks would be waived
and would not be subjected to recovery.

The Senate amendment required in such circumstances that checks
be "mailed for delivery" on the earlier date and did not include the
waiver of overpayment provision of the House bill.

The Senate recedes with an amendment providing that checks be
"mailed for delivery" by the earlier date.

REDUCED BEN liTS you SpousEs RECErTvO GovznwxExr PENSIONS

The Senate amendment provided that social security dependents'
benefits payable to spouses and surviving spouses would be reduced
by the amount of any public (Federal, State, or local) retirement bene.
fit payable to the spouse based on the spouses' own work in noncovered
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public employment. The provision would have been effective with re-
spect to benefits payable for months beginning with the month of
enactment, based on applications filed in or after the month of
enactment.

The House bill contained no such provision.
The House recedes with an amendment which would provide for an

exception for certain people who are already receiving pensions based
on noncovered public employment (or who would be eligible for such
pension within 5.years of the month of enactment) and who could have
expected to receive social security benefits as dependents or survivors
under the social security law as in effect on January 1, 1977. The man-
agers are concerned that there may be large numbers of women, espe-
cially widows in their late fifties, who are already drawing pensions
or would be eligible to draw them within 5 years of the date of enact-
ment of this bill, based on their non-covered work and whose retire-
ment income was planned for on the assumption of the availability
of full wife's or widow's benefits under social security. Inclusion of
this exception to the applicability of the Senate provision, reinforces
its prospective nature and avoids penalizing people who are already
retired, or close to retirement, from public employment and who can-
not be expected to readjust their retirement plans to take account of
the "offset" provision that will apply in the future.

A separability clause is included for the exception clause established
by the conference agreement so that if it is found invalid the pension-
offset as passed by the Senate would not be affected, and the applica-
tion of the exception clause would not be broadened to include persons
or circumstances that are not included within it.

REPEAL OF VORKMEN'S C 0MPENSATION-" OmEr

The Senate amendment repealed the provision of existing law which
provides for a reduction in social security disability benefits for per-
sons simultaneously entitled to workmen's compensation payments
where the combined payments would otherwise exceed 80 percent of
recent predisability earnings.

The House bill contained no such provision.
The Senate recedes.

DISABILITY BENEFITS FOR BLIND PERSONS

The Senate amendment provided for paying disability insurance
benefits for blind people who have at least six quarters of social se-
curity coverage. The benefits would be paid regardless of the amount
of an individual's earnings both before and after age 65 or his ability
to work. The Senate amendment also excluded blind persons from the
requirements of present law that disability benefits be suspended for
any months during which a beneficiary refuses without good cause to
accept vocational rehabilitation services.

The House bill contained no such provision.
The House recedes with an amendment which strikes the provi-

sions of the Senate amendment but provides that the amount of earn-
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ings under the test of substantial gainful activity (SGA) which
would terminate (or suspend for those age 55 or over) a blind indi-
vidual's benefits would be increased to the monthly exempt amounts
for persons 65 and over under the retirement test. The conferees are
aware that this establishes a different test of SGA for blind persons
than is applied administratively for persons with other disabilities.
The conferees do not intend that the new SGA level established for the
blind should be applied to other types of disability.

ELIMINATION OF MARRIAGE OR REMARRIAGE AS A FACTOR IN ENTrrIL-
MENIT TO, OR TF.RMIN.ATION OR RKDI'rTION OF, B1ENITS

The House bill provided that marriage or remarriage would not bar
or terminate entitlement to benefits as a divorced spouse, surviving
spouse (including those caring for an ej)titled child), parent, or child,
and remarriage would not cause any reduction in aged widow's or
widower's insurance benefits.

The Senate amendment did not include such a provision.
The Senate recede-, with an amendment that would retain only that

part of the House-passed provisions that would prevent reduction in
benefits for widows and widowers who remarry after age 60.

DURATIONS-OF-MARRIlAGF REQUIREMENT

The House bill provided that the length of time a person must have
been married to a worker in order for benefits to be payable to the
person as an aged divorced spouse or surviving divorced spouse would
be reduced from 20 years to 5 years.

The Senate amendment did not include such a provision.
The Senate recedes, with an amendment which establishes a 10-year

duration-of-marriage requirement.

EQUALIZATION OF TREATMENT OF MEN AND WOMEN UNDER TIE PROGRAM

The House bill contained a number of amendments that were de-
signed to eliminate certain gender-based distinctions from the social
security program.

The Senate amendment did not include any such provisions.
The House recedes. It is the understanding of the managers that the

entire question of such gender-based distinctions will be included in
the 6-month study of proposals to eliminate dependency and sex dis-
crimination provided by this legislation.

ANNUAL REpownNG

The House bill included provisions to simplify implementation of
annual wage reporting.

The House provision changes the provisions of the Social Security
Act that require the use of quarterly wage data so that only annual
data would be needed--employers would no longer have to check off
quarters of coverage or report quarterly wages on the forms W-2.
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It excludes from the definition of wages certain employment wherein
the remuneration is less than $100 in a calendar year. State and local
employers will continue to report on a quarterly basis but wares will
be converted to annual figures. The provision also changes 'quarter
of coverage" definition so that after 1977 all workers would receive
a quarter of coverage for each $250 of wages paid in a year (to a maxi-
mum of four quarters of coverage in a year). The amounts measuring
a quarter of coverage would increase automatically each year as wages
increase.

The Senate a amendment contained no such provisions.
The Senate recedes.

NATIONAL COMMISSION ON SOCIAL SECURITY

The House bill provided fot a nine-member National Commission on
the Social Security Program, appointed by the executive and legisla-
tive branches, to conduct a 2-year study including: The fiscal status.
and adequacy of the trust funds; the scope of coverage, adequacy of
benefits, conditions of qualification for benefits (including inequities
arising out of marital status, sex, or similar-classifications or cate-
gories), and quality of administration; the impact of the programs on
and relation to public assistance programs, nongovernmental pension
insurance programs, other governmental retirement and annuity pro-
grams, medical service delivery systems and national employment
practices; and alternatives to current programs including, phasing out
payroll tax, using general revenues or other financing, mandatory par-
ticipation in private insurance programs and choice of public or
private programs or both.

The Senate amendment did not include a provision comparable to
the House provision.

The Senate recedes with an amendment which requires the Na-
tional Commission to study the need to develop a special CPI for the
elderly for purposes of social security cost-of-living increases.

ADMINISTRATIVE LAW JUDGES HEARINGG EXAMINERS)

The Senate amendment converted the temporary administrative
law judges established by Public Law 94-202 to permanent status
under the Administrative Procedure Act.

The House bill contained no such provision, but the Ways and
Means Committee has reported H.R. 5723 which contains identical
language.

The House recedes.

ADvisoRy CoUNcrL oN SOCIAL SEcuxrrx

The Senate amendment provided that the Advisory Council on So-
cial Security to be appointed by December 31, 1977, would have ani
additional 9 months in which to submit its reports. The reports would
be due October 1, 1979, rather than January 1, 1979.

The House bill contained no such provision.
The House recedes.
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SEMIANNUAL CosT-oF-LIvING INCRESAES

The Senate amendment provided for semiannual cost-of-living in-
creases in social security and SSI benefits whenever the CPI increased
by at least 4 percent over a specified 6-month measuring period (an
annual rate of over 8 percent per year).

The House bill contains no such provision.
The Senate recedes.

FISCAL RELiE FOR WELFARE COSTS

The Senate amendment provided for a one-time payment to the
States of $374 million as fiscal relief for State and local welfare costs
for fiscal year 1978. Half of such funds would be distributed to each
State in proportion to its share of total expenditures under the AFDC
program for December 1976, and half would be distributed under the
general revenue sharing formula. In those States in which local unit.
of Government are responsible for meeting part of the costs of the
AFDC program the fiscal relief payments would have to be passed
through to local governments. States would not be required to pass
through an amount ini excess of 90 percent of the amount of AFDC
costs for which the local government was otherwise responsible.

The House bill contained no such provision.
The House recedes with the following amendments. The amount of

the one-time payment would be one-half of the amount in the Senate
bill, that is, $187 million. Also States would be required to pass
through to local jurisdictions the full amount of the payment but not
more than 100 percent of the amount of the AFI)C costs for which the
local government was otherwise responsible.

FISCAL INCENTIVES FOR LOWERIo AFDC ERROR RATES

The Senate amendment established a system of fiscal incentives
for States which have low dollar error rates (below 4 percent) as
measured by the AFDC quality control findings of excess payments.

Under the amendment States which have dollar error rates of, or
reduce their dollar error rates to, less than 4 percent but not more
than 3.5 percent of the total expenditures would receive 10 percent of
the Federal share of the money saved, as compared with the Federal
costs of 4-percent payment error rate. This percentage would in-
crease proportionately as shown in the following table:

Incentive
If the error rate is: Percentage'8

At least 3.5 percent but less than 4 percent-----------------------10
At least 8 percent but less than 3.5 percent-----------------------20
At least 2.5 percent but less than 3 percent0-----------------------3
At least 2 percent but less than 2.5 percent-----------------------40
Less than 2 percent-------------------------------------------50

'The State 411 retain this percent of the imputed Federal saving&

The House bill contained no such provision.
The House recedes with an amendment which provides that the

dollar error rate of aid will include the payments to ineligibles plus
overpayments plus underpayments plus the amount which would have
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been paid as benefits if the case had not been erroneously terminated
or the application erroneously denied. The incentive would be based on
Federal savings as compared with a 4-percent rate of excessive pay-
ment-that is, erroneous payments for ineligibles and overpayments.

Aorss BY AFDC Aoz. cIs TO WAoE Rwcomis

The Senate amendment specifically authorized State AFDC aen-
cies to obtain wage information from the wage records maintained
by the Social Security Administration and the wage records main-
tamed by State unemployment compensation agencies for purposes
of determining eligibility for (or amount of) AFDC. The Secretary
of HEW would establish the necessary safeguards to prevent the
improper use of such information. Effective October 1, 1979, States
would be required to request and make use of this wage information
either from the State unemployment compensation agency (if avail-
able there) or from the Social Security Administration.

The House recedes.

STATE WELFARE DEMONsFtATION PROJEr

The Senate amendment would authorize certain types of State
demonstration projects related to the AFDC program to be imple-
mented. if the Secretary did not cally disapprove the imple-
mentation of such projects within forty-five days after the State ap-
plies to have the projects approved. In other words, a State couhI
proceed with such projects either when the Secretary approved them.
or forty-five days after submitting them to the Secretary if no deci-
sion had been reached by HEW within that period.

Under this authority, States would be permitted to conduct not
more than three demonstration projects but not more than one on a
Statewide basis. Projects involving public service employment would
have to meet reasonable standards related to health. safety and other
conditions, could not displace employed workers, would have to be
reasonable for the individuals participating, and would have to pro-
.vide appropriate workmen's compensation protection. Participation
in any project by any AFDC recipient would have to be on a volun-
tary basis.

States would be permitted to waive ordinary statutory rules re-
quiring statewide uniformity, administration by a single agency, and
regarding participation in the work incentive program and the dis-
regard of certain amounts of earned income. (Not more than half of all
income could be disregarded under the waiver authority, however.)

AFDC matching for these demonstration projects would be limited !
to the amount theState would have received through AFDC if it had
not implemented the demonstration project. In addition the State's
general revenue sharing funds could be used to cover the costs of
salaries for participants in public service employment which are not
covered by AFDC matching.

Once implemented, demonstration projects could continue for up to
2 years unless the Secretary took action to disapprove a State waiver
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of statutory rules before the end of the 2-year period. The provision
would not apply after September 30, 1980.

The House bill contained no such provisions.
The House recedes with an amendment. The conference agreement

provides that when a State submits an application it would be re-
quired to make a public announcement that such application has been
made, make copies of the application available and receive public com-
ments for at least 30 days. The Secretary would also be required to
publish a summary of the proposed demonstration project andi make
copies of the application available. ie would receive public comments
for at least 30 days after publication of a summary of the proposed
project (even if the application is approved prior to the 30-day period).

The Secretary of HEW could deny app1 icat ions by a State under
this provision any time after receipt of the application, but could not
approve an application until 30 days after itbas been submitted.

A State would be authorizedto proceed with projects submitted
under this new authority 60 days, instead of 45 days under the Senate
amendment, after the project application is submitted to HEW unless
there is a specific disapproval by HEW.

The conference agreement also requires that when AFDC funds are
used to pay wages of participants in such projects that the prevailing
wage must be paid.

AFDC EARNED IN-('OME )ISREOARD

The Senate amendment changed the earned income disregard so as
to require States to disregard the first $60 earned monthly by an indi-
vidual working full-time ($30 in the case of an individualworking
part-time). plus one-third of the next $300 earned, plus one-fifth of
the remainder. Child care expenses would be subject to limitations by
the Secretary and would be deducted before computing an individuals
earned income. Other work expenses would not be deducted.

The House bill contained no such provisions.
The Senate recedes.

ERRONEOUS STATE SUPPLEMENTARY PAYMENTS

The Senate amendment provided authorization and direction for
the Secretary of Health, Education, and Welfare to reimburse a State
for erroneous State supplementary payments administered by them
and paid during 1974 to the extent that an HEW audit determines is
appropriate on the basis that the incorrect payments for the aged,
blind, and disabled resulted from a State's good faith reliance upon
erroneous or incomplete information furnished to the States by the
Department or from a State's good faith reliance on incorrect supple-
mental security income payments made by the Department.

The House bill contains no such provision.
The House recedes with an amendment. The conference agreement

provides that the Secretary of HEW would Mly on findings of an
audit by HEW which has been reviewed and concurred in by the In-
spector General of the Department to determine the extent of pay-
ments under this provision.
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VTrMANS' PENSION AND COXM'NSATMON

The Senate amendment provided that the amount of any social
security benefits resulting from a cost-of-living increase will not be
used to reduce veterans' pension and compensation.

The House bill contained no such provision.
The Senate recedes.

MEDICARE COVERAGE OF IEVCE SERVIo THE SAME PURPOSE AS
A WHEECHAM

The Senate amendment expands the definition of durable medical
equipment under the medicare supplementary medical insurance pro-
gram to include specialized transportation vehicles (such as the Amigo
wheelchair) designed to "serve the same or similar purpose as that
performed by a wheelchair."

The House bill contains no such provision.
The House recedes with an amendment which expands the definition

of durable medical equipment to include a power-operated vehicle that
may be appropriately used as a wheelchair where such vehicle is deter-
mined to be medically necessary and meets safety requirements pre-
scribed by the Secretary.

FuEDMAL ELEcTION CAMPAIGN AcT AMENDMENT

The Senate amendment provided that a contribution to a tax-exempt
organization selected by the payor from a list of five or more organiza-
tions named by the government officer or employee would not be treated
as an honorarium. It also provided that amounts returned to a payor
before the end of the calendar year would not be treated as hono-
rariums. The amendment further provided that honorariums would
be treated as accepted in the year of receipt.

The House bill contained no such provision.
The House recedes.

CouoE TurrioN" TAx RELIEF

The Senate amendment modified the Internal Revenue Code to pro-
vide an income tax credit for educational expenses (tuition, fees, books.
and equipment, but not meals, lodging, nor other living expenses)
paid by the taxpayer for the taxpayer or the taxpayers spouse or
dependents to an institution of higher education or a vocational school.
The amount of the credit would be limited each year to not more than
$250 per student. The credit would apply to expenses paid in taxable
years beginning after December 31, 1977: for 1978 only, it would be
refundable. The student must be a full-time student working toward
a baccalaureate degree or a certificate of required course work at a
vocational school. Expenses eligible for the credit would be reduced
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by tax-exempt scholarship or fellowship grants and by certain educa-
tional assistance allowances and education and training allowances.

The House bill contained no such provision.

The Senate recedes.
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