95TH CONGRESS } SENATE { RePORT
18t Session No. 95612

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. 9346)

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 %ender-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-
ment insert the following:

That this Act, with the following table of contents, may be cited as
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 IN TAX RATKS

Skc. 101. (a) (1) Section 3101 (a) of the Internal Revenue Code of
1954 (relating to rate of tax on em ployees rposes of old-age,
survivors, and disability insurance) zs ame blm striking out para-
graphs (1) and (2) amsl inserting in lieu fhereo the followi

“(1) with respect to wages received durmg the calendar years
197} through 1977, the rate shall be }.95 percent

“(2) wcth mpect to wages recewea]) durmg 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 shall be 5.08 percent;

“(4) with respect to wages recewed durmg the calendar year
1981, the rate shall be 5.35 percent,

“(5 ) with respect to wages received during the calendar years
1.982 through 198}, the rate shall be 6.40 percent;

“(6) with respect to wages received dumng the calendar years

1985 through 1989, the rate shall be 6.70 percent; and

“(7) with reepect 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 tax on em-

ployers for purposes of old-age, survivors, a disability insurance) is

amended by striking out paragraphs (1) and (2) and inserting in lieu
thereof the following : ) it

“(1) with respect to wages paid during the calendar years
197} through 1977, the rate shall be 4.95 per

“(2) with reapect to wages paid duri the calendar ear 1978,
the rate shall be 5.05 percent; it Y

“(3) with respect 'to wages paid during the calendar years
1979 and 1980, tlw rate shall be 5.08 percent;
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“(4) with respect to wages paid during the calendar year 1981,
:igie r:o%z 2‘0 5"5{: i'ar;?: : gxm‘lw du:z"neg;‘t the calendar years
1.9:9} 3 r::tg’;z ;.;;.9 tltwt:att: aiall ge 5.70 perceréhimcg fendar yeare

“(7) with reapect to wages paid after December 31, 1989. th.
rate shall be 6.20 percent.”.

(3) Section 1)01(a) of such Code (relating to rate of tax on self-
emp

ment income for purposes of old-age, survivors, and disability

insurance) is amended by striking out “a taz” and all that follows and
inserting in lieu thereof the fo ing: “a taxr as follows:

“(1) in the case of any taxable year beginning before January 1.
1978, the tax shall be equal to 7.0 percent of the amount of th
aelf-employment tncome for such taxable year;

“(2) in the case of any taxzable year beginning after Decemb.r
31, 1977, and before January 1, 1979, the taxr shall be equal to
7.10 percent of the amount of the aelf employment income for
such taxable year;

“(8) tn the case of any taxable year beginning after Decemb: r
31, 1978, and before January 1, 1981, the tax shall be equal to 7.1)
percent of the amount of the self-employment income for sucl
taxable year,

“(4) n the case of any taxable year beginning after December
31, 1980, and before January 1, 1982, the tax shall be equal 1.
8.00 percent of the amount of the self-employment income for
such tazable year;

“(8) in tlw case of any taxable year beginning after Decembcr
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 tawable year;

“(6) in tlw case of any tarable year beginning after Decembe
31, 1984, and before January 1, 1990, the tax shall be equal to
8.65 percent of the amount of the self-employment tncome for
such tazable year; and

“(7) tn the case of any taxable year beginning after Decembe
31, 1989, the tax shall be equal to 930 percent of tbe amount of
the sel employment income for such taxable year.’

(8) (1) Section 3101(b) of such Code (relating to rate of tax on

employees for purposes of hospital insurance) is amended by striking
out paragrap (1) through (4) and inserting in lieu thereof th

fo

“(1 ) with respect to wages received during the calendar years
1974 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;
(8) with respect to wages received during the calendar years
1979cmd19w the rate shall be 1.05 percent;
“(4) with respect to wages received durmg the calendar years
1981 through 1984, the rate shall be 1.30 percent;
“(6) with respect to wages received during the calendar year
. the rate shall be 1.85 percent; and
“ (6‘) with respect to wages received after December 31, 1985,
the rate shall be 1.45 percent.”.
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(8) Section 3111(d) of such Code (relating to rate of tax on em-
ployers for purposes of hospital insurance) is amended b striking
out paragraphs (1) through (4) and inserting in lieu thereof the
0

«(1) with respect to wages paid during the calendar years 1974
tArough 1977, the rate shall be O.gOJercent

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

“(38) 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 shall be 1.30 percent;

“(8) with respect to wages paid during the calendar year 1986,
the rate shall be 1.35 percent; and

“(6) with respect to wages paid after December 31, 1985, the
rate 8 be 146 g)ercent.”.

(3) Section 1401(d) of such Code (relating to taw on sel -emphlzz'-
ment income for grrposes of hospital insurance) is amended by strik-
ing out paragraphs (1) through (4) and inserting in lieu thereof the

ollowing :

! “(1) tn the case of any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, the taw shall be equal to
0.90 percent of the amount of the self-employment income for such
taxable year;

“(2) n the case of any taxable year beginning a/ter Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal to
1.00 gerce'nt of the amount of the seif—employment income for such
taxzable year;

“(3) in the case of any tarable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal to
1.06 gercent of the amount of the self-employment tncome for such
taxable year;

“(4) in the case of any taxable year beginm'mgm(;fter Decem-
ber 31, 1980, and before January 1, 1986, the tax shall be equal to
1.30 percent of the amount of the self-employment income for such

taxable year;

“(8) in the case 7 any taxable year beginning after Decem-
ber 81, 198}, 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 after Decem-
ber 31, 1985, the tax shall be equal to 1.45 percent of the amount
of the self-employment income for such taxable year.”.

ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

Skc. 102. (a)i]) Section 201(b) (Iz of the Social Security Act is
amended by striking out clauses (G) through (J) and inserting in lieu
thereof the following: “ (@) 1.556 per centum of the wages (as so de-
fined) paid after December 31, 1977, and before January 1, 1979, and
%0 reported, (H) 1.60 per centum of the wages (as so defined) paid
after December 31, 1978, and before January 1, 1981, and so reported,

(1) 1.65 per centum of the wages (as so defined) paid after Decem-
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ber 31, 1980, and before January 1, 1885, and so reported, (J) 1.90 per
centum of the wages (as so deﬁned) pa:d after December 31,1984, and
before January 1, 1890, and s mdported and (K) 2.20 per centum of
the wtggea (as so dcﬁnad) paid after December 31, 1989, and so
7‘3 bid
2) Section 201(b) (2) of such Act is amended by striking out claus: »
}G) through (J) and zmertmg in lieu thereo tlw following : “(G)
centum of the amount of self-em nt income (as so
) 80 reported for any le year imming after Decen: -
ber 31, 1977, and before January 1, 1979, (H) 1.0400 per centum of the
amount of celf employment income (as so defined) so for any
taxzable year beginning after December 31, 1978, and before Janu-
ary 1, 1981 (1) 12376 per centum of the amount o/ self-employment
income (m 80 defined) so re for any tazable year beginning
after December 31, 1950, before January 1, 1985, (/) 1. per
centum of the amount of self-employment income (ac 80 defined) so
reported for any taxable year beginning after December 31, 1984, and
before January 1, 1990, and (K 1.650percentumoftheamouﬂtor
self-employment income (as so defi ned?, 80 reported for any taxabl.
year begimming after December 31, 1989,”.

INCREASES IN KEARNINGS BASE

SEec. 103. (a)(1) Section 230((1) of the Social Security Act i
((xazz)czztded by imserting “or (c)” after ‘“‘determined under mbaectzon
(2) Section 230( }lof such Act is amended by striking out “shall be”
in the matter pre paragraph (1) and zmertmg tn lieu thereof
“shall (subject to mbaectwn (¢)) be”.
(d) Seotum 230(c) of such Act is amended—
(1) by tnserting “(1)” immediately before “the ‘contribution
and benefit base’ ” ; and
(2) by ctn]cmg out “section.” and inserting in lieu thereof th¢
follows:
“cectwn avy (2) the ‘contribution and benefit base’ with respect to
remuneration pasd (and tazable years beginning)—
“(A) tn 1978 shall be $17,700,
“(B) tn 1979 shall be 822,900,
“(C) in 1980 shall be $25 900, and
“(D) in 1981 shall be $29,700.
For purposes of determining under subsection (b) the ‘contribution
and benefit base’ with respect to remuneration paid (and tazable years
beginning) in 1982 and subsequent years, the dollar amounts specified
in clause (2) of the preceding sentence shall be considered to have re-
sulted from ¢ lication of such subsection (b) and to be the
amount detemuﬂegp with m;wct to the years involved) under that
subsection. For oses of determining employer tax liability under
section 3221 (a) of the Internal Revenue Code of 1954, for purposes of
determining the portion of the employee representative taz liability
under section 3811(a) of such Code whick results from the applica-
tion of the 9.5 percent rate specified therein, and for purposes of com-
average monthly compensation under section 3(j) of the Rail-
road Retirement Act of 1974, except with respect to annuity amounts
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determined under section 3(a) or 3(f) (3) of such Act, clause (£) and
the preceding sentence o/ this subsection shall be disregarded.”.

(¢) (1) Section 230 of such Act iz further amended by adding at the
cnd thereof the following new subsection: o

+(d) Notwithstanding any other provision of law, the contribution
and benefit base determined under this section for any oalendar year
after 1976 ){or purposes of section 4022(b)(3)(B) of Public Law
93-406, with respect to any plan, 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
Amendments of 1977 had remained in effect without change.”.

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

(d) (1) The second sentence of section 215(i)(2) (D) (v) of such
Act 18 amended by striking out “is equal to one-twelfth of the new
contribution and benefit base™ and inserting in lieu thereof “is equal
to, or exceeds by less than 86, one-twelfth of the new contribution and
benefit base”.

(2) The third sentence of section 216(i) (2) (D) (v) of such Act
is amended by striking out all that follows “clause (iv)” and tnsert-
ing in lieu thereof “p%a 20 percent of the excess of the second figure
n the last line of column 11l as extended under the preceding sen-

tence over such second figure for the calendar year in which the table
of benefits is revised.”.

EFFECTIVE DATE

Sk&c. 104. The amendments made by this title shall apbply with respect

to remuneration paid or received, and tarable 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

Skc. 201. ga) Section 215(a) of the Social Security Act is amended
to read as follows :

“(a) (1) (A) The primary insurance amount of an individual shall
(;a:cept as otherwise provided in this section) be equal to the sum
o —

“() 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 subparaﬁmph (B),

“(42) 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

“(2i2) 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 (i?),
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rounded in accordance with subsection (g), and thereafter increased
as grromded in subsection (3).

B) (1_2. For individuals who initially become eligible for old-age
or disability tnsurance benefits, or who die (before !bgezoommg gible
for such bemﬁtaw the calendar year 1979, the amount established
for purposes of clause (i) and (ii) of subparagraph (A) shall be $18
and 81,085, respectively.

“(#3) For individ who initially become eligible for old-age or
disability insurance bmor who die (before becoming eligible for
such b.meﬁtcmn any c r year after 1979, each of the amounts so
established shall equal the product of the correaponding amount estab-
lished with respect to the calendar year 1979 under ;Zuae (f) of this
subparagraph and the quotient obtained by dividing—

“(I) the average of the total wages (as defined in regulations
of the Secretary and computed without regard to the limitations
specified in section 209(a) ) reported to the Secretary of the Treas-
ury or his delegate for the second calendar year preceding th.
c year for which the determination is made, by

“(I1) the average of the total wages }'aa 8o defined and com-
puted) m to the Secretary of the T'reasury or his delegatc
for the c year 1977.

“(3%i) Each amount established under clause (1i) for any calendar
year 8 be rounded to the nearest 81, except that any amounts so
established which is a multiple of $0.50 but not of $1 s be rounded
to the next higher $1.

“(C) (i) No primary insurance amount computed under subpara-
graph {A) may be less than—

“(1) the dollar amount set forth on the first line of column I
in the table of benefits contained in (or deemed to be contained in)
this subseotion as s effect in December 1978, rounded (if not a
multiple of 81) to the next higher multiple of 81, or

“(II) 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 18 greater. No increase under subsection (i), exoept as pro-
vided in subsection (i) (2)(A), shall apply to the dollar amount
specified in subdivision (I) of this clause.

“(it) For purposes of clause () (1), the term ‘years of coverage
with respect to any individual means the number (not exceeding 30)
equal to the sum of (1) the number (not exceeding 14 and disregarding
any fraction) determined by dividing (a) the total of the wages
credited to such individual (including wages deemed to be paid prior
to 1951 to such individual under section 217, com ation under the
Railroad Retirement Act of 1937 prior to 1961 which is creditable to
such individual pursuant to this title, and wages deemed to be paid
prior to 1951 to such individual under section 231) for years after
1936 and before 1951 by (b) $900, plus Llcl ) the number equal to
the number of years after 1950 each of which is a computation base
year (within the meaning of subsection (b) (2) (B) (#i)) and in each
of whach he is credited with wages (including wages 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 wages deemed to be paid to such individual
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under section 229) and self-employment income of not less than 256
percent of the mazimum amount which, pursuant to subsection (e),
may be counted for such year, or of not less than 256 percent of ¢
mazimum amount whick could be so counted for such year St'n the case
of a year after 1977) if section 230 as in effect immediately prior to
the enactment of the Social Security Amendments of 1977 had re-
mained in effect without change.

“(D) In each calendar year after 1978 the Secretary 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 case of an
individual who becomes cligible for an old-age insurance benefit, or
(if earlier) becomes eligible for a disability insurance benefit or dies,
in the following year, and the arerage o{ the total wages (as described
in subparagraph (B) (ii) (1)) on which that formula is based. With
the initial puglication required by this subparagraph, the Secretary
shall also publish in the Federal Register the average of the total wages
(as so described) for each calendar year after 1950.

“(2) (A) A year shall not be counted as the year of an individual’s
death or eligiglility for purposes of this subsection or subsection (t)
in any case where such individual was entitled to a disability insurance
benefit for any of the 12 months immediately preceding the month of
such death or eligibility (but there shall be counted instead the year of
the individual’s eligib:. z’égdfo'r 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 da'aabilitz
ingurance benefit ({or any of the 12 months before the month in whic
he became entitled to an old-age insurance benefit, became reentitled to
a disability insurance benefit, or died, the primary insurance amount
for determining any benefit attributable to that entitlement, reentitle-
mend, or death 1s the greater of—

“(7) the primary insurance amount upon which such disability
insurance &ﬁt 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 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 or died, or

“(2) the amount computed under paragraph (1) (C).

“(C) In the case of an individual who was entitled to a disability
ingurance benefit for any month, and with respect to whom a primary
ingurance amount i8 required to be computed at any time after the
close of the period of tie individual’s disability (wﬁztlwr because of
such individual's 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-
ance 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—

“(7) becomes eligible for such a benefit,

S.Rept. 95-612 --- 2
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“(#2) becomes eligible for a disability insurance benefit, or
ond “(1%2) dies,
except for subparagraph (C) (i) (II) thereof) it applies to ever
(sz;:h Mww/ual except to the extent otherwise prgidefgy pamgrapslla
cl'“ i) For purposes of this title, an individual is deemed to b

“(2) for old-age insurance bene or months beginning wit}
the month in which he attains ageﬁb't;,, gr ey

“(#i) for disability insurance benefits, for months beginning
with the month in whick 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 1.
months have elapsed since the termination of a prior period of
disability.

“(4) Paragraph (1) (except for subparagraph (C) (£) (II) thereof)
does not apply to the computation or recomputation of a primary
insurance amount for—

“(4) an individual who was eligible for a disability insuranc.
benefit for a month prior to January 1979 unless, prior to th.
month in which occurs the event described in clause (1), (ii), or
(2it) 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 incom.
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 would be greater if computed or recomputed—

“(t) under section 215(a) as in cffect in December 1978, for
purposes of old-age insurance benefits in the case of an in-
dividual who becomes eligible for such benefits prior to 198,
or

“(¥#) as provided by section 215(d). in the case of a
individual to whom such section applies.

In determining whether an indiridual's primary insurance amount
would be greater if com[mded or recomputed as provided in subpara-
graph (Bg, (7) the table of benefits in effect in December 1978 shall
be applied wit regard to any increases in that table which may
become effective (in accordance with subsection ({)(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 individual's
?eb)g?ag)e monthly wage shall be computed as provided by subsection
4).

“(5) For purposes of computing the primary insurance amount
(after December 1978) of an individual to whom paragmih (1) does
not apply (other than an individual described in paragraph (4) (B)).
this section as in effect in December 1978 shall remain in effect, except
that, effective for January 1979, the dollar amount specified in para-
graph (3) of subsection (a) shall be increased to $11.50. The table
for determining primary insurance amounts and maximum family
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benefits contained in this section in December 1978 shall be reviged as
provided by subsection (i) for each year after 1978.”.
(b) Section 815(b) of such Act is amended to read as follows:

«“Average Indeved Monthly Earnings; Average Monthly Wage

“(b) (1) An individual's average indexed monthly earnings shall be

equal to the quotient obtained by dividing— .
“(4) the total (after adjustment under paragraph (32) of his
wages paid in and self-employment income credited to his bene-
fit ‘computation years (determined under paragraph (2)), by
“(B) the number of months in those years. .

“(2) (4) The number of an individual’'s benefit computation years
equals the number of elapsed years, reduced by five, emcept that the
number of an sndividual’'s benefit computation years may not be less
than two.

“(B) For purposes of this subsection with respect to amy in-
dividual—

“(3) the term ‘benefit computation ’years’ means those computa-
tion base years, equal in number to the number determined under
subparagraph (Aq), for which the total of such individual's wages

and self-employment income, after adjustment under paragraph
(3) , 18 the largest,

‘(#i) the term ‘computation base years’ means the calendar
years after 1950 and before—

“(I) in the case of an individual cntitled to old-age insur-
ance benefits, the year in which occurred (whether by reason
of section 208(j) (1) or otherwise) the first month of that
entitlement, or

“(II) in the case of an indiwidual who has died (without
having 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

“(ii2) the term ‘number of elapsed years’ means (except as
otherwise provided by section 10f(aj) (2) of the Social Security
Amendments of 1972) the number of calendar years after 1950
(or, if later, the year in which the indwvidual 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 62,
except that such term excludes any calendar year any part of
which is included in a period of disability.

“(3) (A) Except as provided by subparagraph (B), the wages paid
n and sel Z—employme'nt 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—

“(7) the wages and self-employment income paid in or credited
to such year (as determined without regard to.this subparagraph),
and

“ (i) 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
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limitations specified in section 209(a)) reported to the Secre-
tary of the I'reasury or his delegate for the second calendar
year (after 1976) preceding the earliest of the year of the in-
dividual's death, eligibility for an old-age insurance benefit.
or eligibility for a duabc ity insurance benefit (except that
the year in which the indiidual dies, or becomes eligible, shall
not be considered as such year if the individual was entitl. J
to disability insurance benefits for any month in the 12-month
period immediately preceding such death or eligibility, but
there shall be counted instead the year of the mdwulual s
eligibility for the disability insurance benefit to which he 1.
entztled in such 12-month period), by

“({1) the average of tfeg total wagea as ao defined and

computed reported to the Secretary of t reasury or his
delegate for the computation base year for whwh the deter.
mination is made.

“(B) Wages paid in or self-employment income credited to an .-
dwadual’s computation base year which—
2 occurs after the second calendar year specified in subpary-
9"@ (A) (i) (1), or
(%) 8 a ;/ear treated under subsection (f)(£2)(C) as thouqla
e(tBtfere) the last year of the period specified in paragraph (2)
(#2),
shall be available for use in determining an individual’'s dbenefit con. -
putatzon years, but without applying subparagraph (A) of thi

“(4) ; or purposes of determining the average monthly wage of a
individual whose primary insurance amount is computed (after 1978)
under section 215(a) or 215(d) as in effect (except with respect to the
table contained therein) in December 1978, by reason of subsection (a)
(4) (B), this subsection as in effect in December 1978 shall remain in
cffect, except that paragraph (2)(C) (as then in effect) shall be
deemed to provide that ‘computation base years’ include only calendar
years in the period after 1950 (or 1936, if applicable) and prwr to the
year in which occurred the first month for which the indvvidual was
eligible (as defined in subsection (a)(3)(B) as in effect in January
1979) for an old-age or disability insurance benefit, or, if earlier. th.
year in which he died. Any calendar year all of which is included in a
?enod ]ff dzeabdztgj shall not be included as a computation base year
or suc

(¢) Section 215(0) of such Act is amended to read as follows :

“Application of Prior Provisions in Certain Cases

“(c) This subsection as in effect in December 1978 shall remain in
effect with respect to an individual to whom subsection déa) (1) does
not apply by reason of the individuals eligibility for an e or dis-
ability insurance benefit, or the individual's death, prior to 197.9 ”

(d) (1) The matter in the text of section 916(:1) of such Act which

precedes paragraph (1) (C) 13 amended to read as follows :

“(d) (1) For purposes of column I of the table a ring in sub-
section (a), as that subsection was in effect in-De er 1977, an in-
dividual's primary insurance benefit shall be computed as followa
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“(A4) The individuals average monthly wage shall be deter-
mined as provided in subsection (b). as in effect in December 1977
(but wit regard to paragraph (4) thereof), except that for
purposes of paragra hs (J(C’) and (3) of that subsection (as so
in effect) 1936 shall be used instead of 1950.

“(B For purposes of mbparagraphs (B) and (C) of subsec-

as 8o in effect) —

“ a t 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 ‘divisor’) elapsing after the year in which the in-
dividual attained age 20 and prior to 1951, and

“(#) the total wages prior to 1.951 (as 'defined in subpara-
graph (C) of this para ?mph) of an indivi. who attamed
aﬁe e 21 after 1949 shall be divided by the number of years

reinafter in this subparagraph re ferred to as the ‘dirvisor’)
elapsmg after 1949 and prior to 1951.
The gquotient o obtained shall be deemed to be the individuals
wages credited to each of the years which were used in computing
the amount of the divisor, except that—

“(i2) if the Zuotzent exceeds $3,000, 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
(1) if less than $3,000, shall be deemed credited to the year
immediately preceding the earliest year used in computing
the amount of the divisor, or (I1) if 83,000 or more, shall be
deemed credited, in $3,000 increments, to the year imme-
diately precedmg the earliest year used in computing the
ammmt of the divisor and to each year consecutively preced-

ng that year, with any remainder less than $3,000 being
credzted to the year immediately preceding the earliest year
to which a full $3 increment was credited; and

“(iv) no more than $42,000 may be taken into account, for
purposes of this eubparagraph as total wages after 1936 ‘and
prior to 1951.”.

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

“(D) The individual’s frmwry msurance benefit shall be 40
percent of the first $50 of his average monthly wage as computed
under ths subsectwn, plus 10 percent of the next $200 of his
average monthly wage, increased by 1 percent for each increment
year. The number o mrement years i8 the number, not more than
1} nor less than 4, that is equal to the individual’s total w ages prior
to 1951 divided b 31,650 (disr ardmg a leractwn) ”

(3) Section 215(d) (3 of euch ct 18 amended (A by 8
out “in the case of an individual” and all that follows and zmertmg m
liew thereo J the following “in the case of an individual who had a
period of wabz'lzt which began prior to 1951, but only if the primary
insurance amount resultmg therefrom is hzgker than the primary in-
surance amount resulting from the application of this section (as

amended by the Social Security Amendments of 1967) and section
ew ”
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(4) Section 215(d) of such Act is further amended by adding a:
the end thereof the following new paragraph: _

“(4) The jsions of this subsection as in effect in December 197
shall be applicable to individuals who become eligible for old-age -
disability insurance benefits or die prior to 1978.”.

(e) Section 215 (e) of such Act is amended— .

(1) by striking out “average monthly wage” each place it ap-
pears and inserting in lieu thereof “average indexed monthly carn-
tngs or, in the case of an individual whose primary insura
amount is computed under section £15(a) as in effect prior fo
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 (-
dewed monthly earnings, of subsection (b) (3) (4))”.

() (1) Section 215(f) (2) of this Act is amended to read as

ollows :

“(,«,{) (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
disability insurance benefits, the Secretary shall, at such time or tim.:
and within such period as he may by regulation prescribe, recompu’:
the individual's primary insurance amount for that year.

“(B) For the purpose of applying subparagraph (A) of subscc-
tion (a) (1) to the average indexed monthly earnings of an individi.!
to whom that subsection applies and who receives « recomputation
under this paragraph. there shall be used, in liew of the amounts estabd-
lished by subsection (a) (1) (B) for purposes of clauses (i) and (ii)
of subsection (a)(1)(A). the amounts so established that 1ere (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-
guronce amount prior to the application of this subsection.

“(C) A recomputation of any individuals primary insurance amoun’
under this paragraph shall be made as provided in subsection (a) (1)
as thouah the year with respect to wwhich it is made is the last year of
the period specified in subsection (b)) (2) (B) (17); and subsection (b)
(3) (A) shall apply 1with respect to anw surk recomputation as it
applied in the computation of such indmidual’s primary insurance
amount prior to the application of this subsection.

“(D) A recomputation under this paragraph with respect to any
year shall be effective—

“(7) in the case of an individual who did not die in that wear.
for monthly benefits beginning with benefits for January of th«
follorwwing year, or

“(12) in the case of an individual who died in that vear. for
monthlu benefits beginning with benefits for the month in which
he died.”.

(2) Section 215( ) (3) of such Act is repealed.

(3) Section 215(f) (4) of such Act is amended to read as follows:
_%(4) A recomputation sha'l be effective under this subsertion only

tf it increnses the nrimary insurance amount by at least $1.”.

(4) Section 215(f) of such Act is further amended by adding at the
end therenf the following new paraaranhs:

“(7) This subsection as in effect in December 1978 shall continwe to
apply to the recomputation of a primary insurance amount computed
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under subsection (a) or (d) as in effect (without regard to the table
in subsection (a)) in that month. and. where appropriale, under 8?b'
section (d) as in effect in December 1977. For purposes oj recomputing
a primary insurance amount determined under subsection (a) or .(d)
(15 80 in cffect) 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 n
which the individual initially became eliqible 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 beneficiaries whose benefits are based on a primary tn-
wurance amount which was computed under subscction (a)(3) .e/fec-
tive prior to January 1979, or would have been so ('ompu-te.d if the
dollar amount specified therein were £11.50. Such recomputation shall
be effectire January 1979, and shall include the effect of the increase
in the dollar amount provided by subsection (a) (1) (C) (¢) (I1). Such
primary insurance amount shall be deemed to be provided under such
vection for purposes of subsection (i).”.

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

ollows:
! “(ii) If the Secretary detcrmincs that the base quarter in any year
is @ cost-of-liring computation quarter, he shall, effective with the
month of June of that year as provided in subparagraph (B),
increasée—
“(I) the benefit amount to which individuals arc entitled for
that month under scction 227 or 228,
“(II) the primary insurance amount of each other individual
on which benefit entitlement is based under this title (including
@ primary insurance amount determined under subsection (a)
(1) (C) () (1), but subject to the prorisions of such subsection (a)
(1) (C) (!) and clauses (iv) and () of this subparagraph), and
“(I1l) 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 provision of this title, at the same time as such
primary tngurance amount) or, in the case 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 aftecr December 1978.
The increase shall be derived by multiplying each of the amounts
described in subdivisions (1), (II),and (I11) (including each of those
amounts as previously increased under this subparagraph) by the same
percentage (rounded to the nearest one-tenth of 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 cal-
cndar quarter which 1was a base quarter under paragraph (1) (A4) (i)
or, if later. the most recent cost-of-living computation quarter under
paraaraph (1) (B),; and any amount 8o increased that is not a multiple
of 80.10 shall be increased to the mext 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 insur-
ance amount under that subparagraph (with the amount of suc}
increase, in the case of an individual who becomes cligidle for old-
age or disability insurance benefits or dies in a calendar year aftcr
1979, being determined from the range of possible primary insuranc
amounts published by the Secretary under the last sentence of sub-
paragraph (D)).". .

(2) Section 216(i)(2)(A) of such Act is amended by adding at
the end thereof the following new clauses:

“(iil) In the case of an individual who becomes eligible for an old-
age or disability tnsurance benefit, or who dies prior to becoming 3o
(ligible, in a year 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 8o increased under another provision of this title and.
with respect to a primary insurance amount determined under subsce-
tion (a) (1)(C) (7)(I), subject to the ?rmn’aiom of subsection (a) (1)
() (?) and clauses (ir) and () of this subparagraph) by the amount
of that increase and subsequent applicable increases, but only rwith
respect to benefits payable for months after May of that year.

“(iv) (I) In the case of an individual who s entitled to an old-aqe
insurance benefit that is based on a primary insurance amount deter-
mined under subsecction (a) (1)(C)({)([]). such primary insurance
amount shall not be increased under this subsection for any year beforr
the year in which occurs the first month with respect to which there is
payahle to such individual all or some part of such benefit after
application of the provisions of section 203 relating to deductions on
account of work, or, if earlier, the year in which he attains age 65.

“(II) In the case of an individual who is entitled to an insurance
benefit under subsection (e) or (f) of section 202 that is based on
@ primary ingurance amount determined under subsection (a) (1) (C)
(2) (I). such primary insurance amount shall not be increased under
this subsection for anv vear (cxcent as provided in subdivision (I11))
defore the year in which occurs the first month with respect to which
there ts payadle to-such individual all or some part of such benefit
after application of the prorisions of section 208 relating to deduc-
tions on account of work, or, if earlier, the year in which he attains
age 65.

“(III) Any increase under this subsection which wonld otheriris
be applied to a primary insurance amount except for the provisions
of subdivision (IT) of this clause. shall apply to such primary insur-
ancg amount if. during any month of the year in which the increase
occurs, any individual is entitled to a benefit under subsection (d).
(g), or (k) of section 202 based on such primary insurance amount.
and such primary insurance amount iz based upon the wages and self-
employment income of a deceased individual.

“(IV) No primary insurance amount determined under subsection
(a) (1) (C) () (I) shall be increased under this subsection for any year
during which no individual was entitled to any benefit based thereon
under section 202 or 293 for any month of such year.

“(V) In any case in which an increase under this subsection which
occurs during any year applies to a nrimary insurance amount deter-
mined under subsection (a) (1) (C) (?) (I), and such an increase occur-
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ring tn a later year does not apply to such primary insurance amount
on account of the provisions of this clause, any such increase which
occurs tn a later year which is applicable to such primary insurance
amount shall be based upon auc[ primary insurance amount as pre-
riously increased wnder this subsection.

“(v) Notwithstendeng clause (:’:2, no primary insurance amount
shall be less than that provided under section 816(a) (1) without re-
gard to subparagraph (C) (¢) (1) thereof, as subsequently increased by
applicable increases under this section.”.

(3) Section 215(i)(2) (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 licu thereof the following: “He
shall also publish in the Federal Register at that time (1) a revision
of the range of the primary insurance amounts which are possible
after the application of this subsection based on the dollar amount
specified in subparagraph (') (i) (I1) of subsection (a) (1) (with such
reviged primary insurance amounts constituting the increased amounts
determined for purposes of such subparagraph (C) (i) (II) under this
subsection). or specified in subsection (a) (3) as in effect prior to 1979,
and (it) a'rerision of the range of maximum family benefits which
correspond to such primary insurance amounts (with such marimum
benefits being effective notwithatanding section 203(a) except for
parayrt;p;h’(S) (B) thereof (or paragra% (2) thereof as in effect prior
to 1979)).%.

(4) Section 215(t) of such Act iz further amended by adding at the
end thereof the following new 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
subsection (a). as in effect after December 1978, does mot afply
(including an individual to whom subsection (a) does not apply in
any year by reason of paragraph (})(B) of that subsection (but the
application of this subsection in such cascs shall be modified by the
application of subdirision (1) in the last sentence of paragraph (}) of
that subsection)). For purposes of computing primary insurance
amounts and maximum family benefits ( otﬁzur than primary insurance
amounts and maximum family benefits for individuals 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 1978, us required by paragraph (2) (D) of this
subsection as then in effect.”.

MAXIMUM BENEFITS

Sec. 202 The text of section 203(¢) 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
202 or 223 for a month on the basis of the wages and self-employment
income of such individual shall, except as provided by paragraph (3)
(but prior to any increases resulting from the application of para-

S.Rept, 95-612 -—- 3
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graph (8) (A) (i) (III) of section 215(3)). be reduced as necessary
80 as not to exoeed— _

“(A) 1580 percent of such individual’'s primary insurance
amount to the extent that it does not exceed the amount estad-
lished with respect to this subparagraph by paragraph (2),

“(B) 272 percent of such indiv 8 primary insuranci
amount to the extent that it exceeds the amount established with
respect to subparagraph (A) but does not exceed the amount
established 10ith respect to this subparagraph by paragraph (£).

“(C) 134 percent of such individual's primary tnsurance
amount to the extent that it exoceds the amount establish.d
with respect to subparagraph (B) but does not exceed the amount
established with respect to this subparagraph by paragraph (2).
and

“(D) 176 percent of such individuals primary insuranc
amount to the extent that it cxceeds the amount established with
respect to subparagraph (C). .

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

“(2)(A) For indirviduals who initially become eligidle for old-ag-
or disability insurance benefits, or 1who die (before becoming so0 eligibl
for such benefits). in the calendar year 1979, the amounts established
with respect to subparagraphs (A), (B), and (C) of paragraph (1)
shall be $230, $332, and 38433, respectively.

“(B) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming so elrgidle
for such benefits). in any calendar ycar after 1979. each of the amount:
so established shall equal the product of the corresponding amount
established for the calendar year 1979 by subparagraph (A) of thiz
paragraph and the quotient obtained under subparagraph (B) (ii) of
gectton 215(a) (1). with such product being rounded in the manner
prescribed by section 215(a) (1) (B) (177).

“(C) In each calendar year after 1978 the Secretary shall publish
in the Federal Register. on or before November 1, the formula which
(except as provided in section 215(7) (2) (D)) is to be applicable und«r
this paragraph to individuals wwho become eligible for old-age or dis-
ability insurance benefits, or who die (before becoming eligible for
such benefits). in the following calendar year.

“(D) A year shall not be counted as the year of an individual's deat!
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 the
individual’s eligibility for the disability insurance benefits to which h¢
was entitled during such 12 months).

“(3) (A) When an individual who is entitled to benefits on the basis
of the wages and sclf-employment income of any insured individual
and to whor this subsection applies wwould (but for the provisions of
section 202(%) (2) (A)) Be entitled to child’s insurance benefits for a
month on the basis of the waqes and self-employment income of one
or more other insured individuals. the total monthly benefits to which
all benefisiaries are entitled on the basis of such wages and self-em-

nt income shall not be reduced under this subsection to less
than the smaller of— .
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“({) the sum of the mazimum amounts of benefits payable on
the basis of the wages and self-employment income of all such
insured individuals, or .

“(ii) an amount equal to the product of 1.76 and the pnmar_v{
insurance amount that would be computed under seotion 216 &a
(1) for that month twith respect to average indexed monthly
earnings equal to one-twelfth of the contribution and benefit base
deteminef;‘tl)r that year under section 230. .

“(B) When two or more persons were entitled (without the appls-
cation of section 202(3) (1) and section 223(b)) to monthly benefits
under section 202 or 223 for January 1971 or any prior month on th.e
basis of the wages and self-employment income of such insured ind:-
vidual and the provisions of this subsection as in effect for any such
month were applicable in determining the benefit amount of any per-
sons on the basis of such wages and sclf-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,

“(i2) the largest amount which has been determined for any
month under this subsection for persons entitled to monthl
benefits on the basis of such insured individual’'s wages and ael}f
employment income, or

“(2t) 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 benefi in-
crease under this title (as defined in section 216(t) (3)) or a bene-
fit incrcase under the provisions of section 215 (7). an amount e
to the sum of amounts derived by multiplying 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 without the application o{
section 222(b). section 202(q), and subsections (b), (¢), and (d
of this section). for each such person for such month, by a per-
centage equal to the percentage of the increase provided under
such benefit increase (irith any such increased amount which is
not a multiple of $0.10 being rounded to the next higher multiple
of $0.10) ;

but in any such case (1) subparagraph (A) of this paragraph shall not
be applied to such total of benefits after the application of clause (iz)
or (¢2). and (I1) 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 provisions of clause (ii) or (iit) shall be applied, for
and after the month in rwhich 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 clause
(®) or (i77) was applicadle.

“(C) When any of such individua’s is entitled to monthly benefits as
a dirorced spouse under section 202 (b) or (c) or as a surviving
divorced sapouse 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-employ-
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 benefits



20

under section 202 on the waqges and self-employment income of such
insured individual shall be determined as if no such divorced spouse
or surviving divorced spouse werc entitled to benefits for such month.

“(4) In any case in which benefits are reduced pursuant to the pre-
ceding provisions of this subsection, the reduction shall be made after
any deductions under this section and after any deductions under sec-
tion 222(b). Whenever a reduction ts made under this subsection in
the total of monthly benefits to which indirviduals are entitled for any
month on the basis of the wages and self-employment tncome of an
insured individual, each such benefit other than the old-age or dis-
ability insurance benefit shall be proportionately decreased.

“(8) Notwithstanding any other provision of law, when—

“(A) two or more persons are entitled to monthl%/ 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 undcr any provision of this title,

then the total of monthly benefits for all persons on the basis of such
wages and self-employment income for such particular month, as
determined under the provisions of this subsection, shall for purposex
of determining the total monthly benefits for all persons on the basis
of such waqges and xclf-employment income for months subsequent to
such particular month be considered to have been increased by the
amallest 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 will not be
less (after the application of the other provisions of thiz subsection
and section 202(q)) than the total of monthly benefits (after the ap-
plication of the other provisions of this subsection 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 bencfits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance amounts
were 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 tnsurance amounts were determined under
gection 215(a) (1) or (4). or section 215(d), as in ejfect after Decem-
ber 1978, the total benefits payable to that indiridual and all other
individuals cntitled to benefits for that month based upon those pri-
mary insurance amounis shall be reduced to an amount equal to the
product of 1.75 and the primary insurance amount that would be com-
puted under section 215(a) (1) for that month with respect to average
indexed monthly earnings equal to one-twelfth of the contribution
and benefits base determincd under section 230 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 tnsurance
amount computed under section 215 (a) or (d), as in effect (without
regard to the table contained therein) in December 1978, except that a

: insurance amount so computed with respect to an individual
who first becomes cligible for an old-age or disability insurance benefit,
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or dies (before becoming eligible for such a benefit). after December
1978. shall instead be governed by this section as in effect after Decem-
ber 1978.”.

INCREASK IN OLD-AGE BENKFIT AMOUNTS FOR DELAYED RKETIREMENT

Sec. 203. Section 202(w0) (1) of Social Security Act is amended—

(1) by striking out “If the first month” and all that follows
down through “to such individual in the matter preceding sub-
paragraph (A) and inserting in lieu thercof *The amount of an
old-age insurance benefit (other than a benefit based on a prima
insurance amount determined under section 215(a) (3 which 18
payable without regard to this subscction to an individual”; and

&i) by inserting after “such amount.” in subparagraph (A) the

ollowing: “or, in the case of an individual who first becomes eli-
gible for an o}d-age ingurance benefit after December 1978, one-
quarter of 1 percent of such amount,”.

WIDOW’S AND WIDOWER'S INSURANCE BENFFITS IN CASKES OF
DELAYED RETIREMENT

Src. 204. (al Section 202(¢) (2)(A) of the Social Security Act 18
amended (1) by inserting “ (as determined after application of the
following sentence)™ after “primary insurance amount™, and (2) by
adding at the end thereof the following new sentence : 1 f such deceased
individual was (or upon application would have been) entitled to an
old-age insurance benefit which was increased (or subjeot to being in-
creagsed) on account of delayed retirement under the provisions of sub-
zection (), then, for purposes of this subsection, such individuals
primary insurance amount, if less than the old-age insurance benefit
(inereaszed. avhere opplicable. under section 215(f) (5) or (6) and
under section 215(i) as if such individual were still alive in the case
of an individual who has died) which he was receiving (or would upon
application have received) for the month prior to the month in wﬁnh
he died. shall be deemed to be equal to such old-age insurance benefit,
and (notwithstandina the provisions of paragraph (3) of such sub-
section (1)) the number of increment months shall include any month
in the months of the calendar year in which he died, prior to the
month in which he died. ivhich satisfy the conditions in paragraph (2)
of such subsection (i).”.

(b) Section 202(e) (2) (B) (V) of such Act is amended by inserti
“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 application of the following sentence)” after
“primary insurance amount”. and (2) by adding at the end thereof the
following neir sentence: “If such deceased individual wras (or upon
application would have been) entitled to an old-age insurance bene
irhich was increased (or subject to being increased) on account of de-
layed retirement under the provisions of subsection (1), then, for pur-
poses of this subsection, such individual’s primary insurance amount,
if less than the old-age insurance benefit (inr~reased, where applicable,
under section 215(f) (5) or () and under section 215(i) as if such
ndividual were still alive in the case of an indiridual who 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 insurance benefit, and (notwithstanding
the provisions of paragraph (3) of such subsection (1)) the number
of increment months shall include any month in the months of th.
calendar year in which she died. prior to the month in whieh she died.
irhich satisfy the conditions in paragraph (2) of such subsection (w).”

(d) Section 202 (f)(3)(B)(/) of such Act is amended by insert-
ing “and section 215(f) (5) or (6) were applied, where applicable.”
after “living”.

(¢) Section 203(a) of such Act (as amended by section 202 of th-
Act) s further amended by adding at the end thereof the following
new paragraph :

“(8) When—

“(A) one or more persons 1cere entitled (without the applica-
tion of section 202(j) (1)) to monthly bef'z:fts under sectwon 20.
for May 1978 on the basis of the wages and self-employment in-
come of an indiridual,
“(B) the benefit of at least one such person for June 1978
18 tncreased by reason of the amendments made by section 20} of
the Social Security A mendments of 1977 ; and
“(C) the total amount of benefits to which all such persons ar:
entitled under such section 202 are reduced under the provisions
of this subsection (or would be so reduced except for the first
gentence of section 203(a) (4)).
then the amount of the benefit to which each such person is entitled
for months after May 1978 shall be sncreased (after such reduc-
tions are made under this subsection) to the amount such benefitx
would have been if the benefit of the person or persons referred to in
subparagraph (B) had not been so increased.”.

CONFORNING AMENDMENTS

Sec. 205. (a) Section 202(m) (1) of the Social Security Act is
amended to read as follows :

“(1) In any case in whick 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 income of a
decreased individual for any month and no other person is (without
the application of subsection (j)(1)) entitled to a monthly benefit
under this section for that month on the basis of such wages and
gelf-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) (3) (I) of section 216(a) (1)
and increased under section 215(1) for months after May of the year
in which the tnsured individual died as though such benefit were a

imary insurance amount.”. :

() Section 202 (w) of such Act (as amended by section 203 of this
Act) 13 further amended—

(1) by tnserting after “section 215(a)(3)" in paragraph (1)
(in the matter preceding subparagraph (A)) the following : “as
in effect in December 1978 or section 215(a) (1) (C) (s) (IT) as in
cffect thereafter’;
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(2) by inserting “as in ;[Iect In December 1978, or section 215
(a) (1) (C) ({) (1) as in effect thercafter.” after “paragraph (3)
of section 215(a)™ in paragraph (6) : and B

(3) by imprtia:y “(whether before, in, or aftcr December 1978)’
after “determined under section 215(a)" in paragraph (5).

(¢) Section 217(b) (1) of such Act is amended by inscrting “as
cflect in December 1978” after “section 816(c)” each place tt appears,
and after “section 215(d)”. .

(d) Section £24(a) of such Act iz amended by inserting ‘“(deter-
mined under section 215(b) as in effect prior to January 1979)” after
(A) the average monthly 10age” in the scntence immediately follow-
ing paragraph (8).

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

“(B) the monthly premium ratc most recent(liy g)romulgated by
the Secretary under thix paragraph, increased by a percentage
determined as follows: The Secretary shall ascertain the primary
insurance amount computed under section 215(a) (1), based upon
average indexed monthly earnings of $900, that applied to indi-
rid who became eligible for and entitled to old-age insurance
benefits on May 1 of the year of the promulgation. He shall
increase the monthly premium rate by the same percentage by
which that primary insurance amount is increased when, by reason
of the lawc in effect at the time the promulgation is made, it is 8o
computed to apply to those indiriduals on the following May 1.”.

EFFECTIVE DATE

Sec. 206. The amendments made by the provisions of this title other
than sections 201(d). 204, and 205 (a) shall be effective with re;gect to
monthly benefits under title I of the Social Security 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 201 (d) shall be effectirc with respect to monthly
benefits of an indiridual who becomes cligible for an old-age or dis-
ability insurance benefit. or dies, after December 1977. The amend-
ments made by section 20 shall be cffective 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 III—OTHER CHANGES IN PROVISIONS RELATING
TO THE OLD-AGE. SURVIVORS, AND DISABILITY IN-
SURANCE PROGRAM

Parr A—Cuaxces ixn Earvivos Tesr

LIBERALIZATION OF EARNINGS TEBT FOR INDIVIDUALB AGE 65 AND OVER

Skc. 301. (a) Section 203(f) (8)(A) of the Social Security Act is
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 liew thereof “the new exempt amounts (separately stated for ind.-
1riduals described in subparagraph (D) and for other individuals)
whick 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”.

() (1) Section 203(f) (8) (B) of such Act is amended by striking
out “The exempt amount for each month of a particular taxable yea,
shall be™ in the matter preceding clause (i) and inserting in lieu there-
of “Except as otherwise provided in subparagraph (D). the exempt
amount which iz applicable to individuals described in such subpara-
graph and the exempt amount wchich is applicable to other individ-
uals, for each month of a particular taxable year, shall each be.

(2) Section 203(f) (8) (B) (i) of such Act is amended by striking
out “the exempt amount” and inserting in lieu thereof “the corre-
sponding exempt amount”.

(3) The last sentence of section 203(f)(8)(B) of such Act i«
amended by striking out “the exempt amount” and inserting in lieu
thereof “an erempt amount®.

(¢) (1) Section 203(f) (8) of such Act is further amended by add-
tng at the end thereof the following new aubparagraph:

“(D) Notwithstanding any other provision of this subsection.
the exempt amount which is applicable to an individual who has
attained age 65 before the close of the taxable year tnvolved—

“(2) shall he 83333314 for each month of any taxable year
endinqg after 1977 and before 1979,

“(17) shall be $3756 for each month of any tazable year
ending after 1978 and before 1980,

“(111) shall be $416.66%4 for each month of any taxable year
ending after 1979 and before 1981,

“(iv) shall be $458.3314 for each month of any taxrable yea:
ending after 1980 and before 1982, and

“(v) shall be $500 for each month of any taxable year end-
tng after 1981 and before 1983."".

(2) No notification 1rith reapect to an increased exempt amount for
tndividuals described in section 203(f) (8) (D) of the Soctal Security
Act (as added by paragraph (1) of this subsection) shall be required
under the last sentence of section 203(f)(8)(R) of such Act in 1977.
1978, 1979. 1980, or 1981 ; and section 203(f) (8) () of surh Acrt shall
not prevent the newr erempt amount determined and published under
section 203(1) (8)(A) in 1977 from becoming effective to the extent
that such new exempt amount apnlies to individuals other than those
described in section 203(F) (8) (D) of anch Aect (as so added).

(d) Subsections (F)(1). (PV(3). (A (D(BY. and (MY(1)(A) of
section 203 of such Act are each amended by striking ont “$200 or the
exempt amount” and inserting in lieu thereof “the applicable exem pt
amount”,

(e) The amendments made by this section shall apply with respect
to taxable years ending after December 1977.
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REPEAL OF EARNINGS LIMITATION FOR INDIVIDUALS AGE 70 AND OVER

SEc. 302. (a) Subsections (¢) (1), (d) (1), (f) (1) (B), and 5-{21 of
scction 205 of the Nocial Security Act are cach amended by striking
out “serenty-tico” and inserting in liew therveof “seventy®.

(b) Subsection (f)(3) of section 203 of such Act is amended by
striking out “age 78" and inserting in lieu thereof “age 70",

(¢) Subsection (h) (1) (A) of section 203 3{ such Act is amended by
striking out “the age of 72" and “age 72" and inserting in lieu thereof
n each instance “age 70”.

(d) The heading of subsection (j) of section 203 of such Act ts
amended by striking out “Seventy-two” and inserting in liev thercof
“Neventy®.

(¢) The amendments made by this scction shall apply only with
rcspect to taxrable years ending after December 31, 1981,

ELIMINATION OF MONTILY FARNINGS TEST

See. 303. (a) Clause (E') of the last sentence of section 203(f) (1)
of the Social Necurity Act (as amended by scction 301 (d) of thia Act)
is further amended by inserting before the period at the cnd thereof
the following: *, if such month ix in the taxrable year in which occurs
the first month that is both (i) a month for which the individual ia
e ntitled to benefits under subsection (a), (b), (), (d). (e). (f), (),
or (k) of section 202 (without havring been entitled for the preceding
month to a benefit under any other of such subscctions), and (ii) a
month in which the individual did not engage in self-employment and
did not render services for wages (dctermined as provided in para-
graph (5)) of more than the applicable exempt amount as deter-
mined under paragraph (8)”.

(b) The amendment made by subsection (a) shall apply only with
respect to monthly benefits payable for months after December 1977.

Parr B—Coverace

STUDY OF UNIVERSAL COVERAGE

Skc. 811, (a) The Secretary of Heolth, Education, and Welfare is
directed to undertake, 08 soon as possible after the date of the enact-
ment of this Act,a thorough study ~ith respecct to the rrtent of the cov-
crage under the old-age, surrivors, and digability insurance programs
and under the programs established by title XV III of the Social Secu-
rity Act. The study shall examine the feasibility and desirability of
rorering, under such social security programs, Federal employees,
State and local gorernmental employees. and employees of non-profit
organizations who are not now covered. The study shall include alter-
native methods of accomplishing such cocerage together with any
appropriate alternatives to extending coverage to such rmployees.

(b) With respect to each major alternative method or proposal in-
cluded in the study 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 programs (such as retirement, survivorship, disability, and healt}
programs) affecting the individuals who would be covered under such
social security programs under such alternative method or proposal.
Such analysis shall include the structural changes required in such
programas, the financial impact of such changes, and the effect of such
changes on the benefit rights and contribution liabilities of the aj-
fected individuals.

(¢) In conducting the study required by subsection (a), the Secre-
tmz of Health, Education. and Wg;‘;fare shall consult, as a ate.
with the Secretary of the Treasury, the Director of the Office of
Management and Budget, and the Chairman of Civil Service Com-
mission, and those officials shall provide him with such information
and assistance as he may require. The Secretary shall also solicit the
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 dat.
of the enactment of this Act, a report of the findings ‘o/ the study re-
quired by subsection (a) together with his recommendations for any
appropriate legislative changes.

COVERAGE OF NONPROFIT ORGANIZATIONS WHICH FAILED TO FILF WAIVER
CERTIFICATES

Skc. 312. (a) (1) Section 3121 (k) (5) of the Internal Rerenue Cod«
of 1954 (relating to constructive filing of certificate where refund or
credit has been made and new certificate is not filed) is amended—

(A) by striking out “prior to the expiration of 180 days aftcr
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 inserting in lieu thereof in
each instance > April 1. 1978.".

(2) Section 3121(k) (7) of such Code (relating to payment of both
employee and employer taxes for retroactive period by organization
in cases of constructive filing) i8 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 181st 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—

(4) 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 1,1978.7;

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

(C) by striking out “on the 181st day following that date”
and inserting in lieu thereof “on that date”.
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(8) (1) Section 3121(k) (4) of such Code (relating to constructive
filing of cc’rtifcate where no refund or credit of taxes has been made)
is amended by adding at the end thereof the following new sub-
paragraph NP

“(C) In the case of any organization which is deemed under
this pam%mph to have filed a valid waiver certificate under
paragraph (1).if— , :

“(7) the period iith respect to which the taxes tm-
posed by sections 3101 and 3111 were paid by such organt-
gation (as described in subparagraph (A!g (it)) termi-
nated prior to October 1, 1976, or
“(#7) the taxes imposed by sections 3101 and 3111 were
not paid during the period referred to in clause (i)
(whether such period has terminated or not) with re-
spect to remuneration paid by such organization to in-
szm'dua]s who became its employees after the close of the
calendar quarter in which such period began,
taxes under sections 3101 and 3111—
“(i1t) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(7). with respect to remuneration paid by such organiza-
tion after the termination of the period referred to in
clause (7) and prior to July 1, 1977 or
“(iv) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(77), with respect to remuneration paid grior 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 (7) began,
which remain unpaid on the date of the enactment of this
subparagraph, or which were paid after October 19, 1978, but
prior to the date of the enactment of this subparagraph, shall
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
sections 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 preceding provisions of this subparagraph.
I'n applying this subparagraph for purposes of title Il of the
Social Security 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 taxes imposed by such sections were paid by such or-
ganization.”,
 (2) Section 3121 (k) (4) (A) of such Code is amended by inserti
“(subject to subparagraph (C))” after “effective” in the matter fol-
lowing clause (#).

(3) Section 3121 (k) (6) of such Code (relating to application of

certain provisions to cases of constructive filing) is amended by insert-
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ing “(except as provided in paragraph (4)(C))” after “services -
volwed” in the matter preceding mbgaragraph (4).

(4) Section 3121(k) (4) of such Code is amended by striking out
“date” in subparagraph (B) (i) and inserting in lieu thereof “first
day of the calendar quarte)”.

(¢) In any case where—

(1) an individual performed service, as an employee of an or-
ganieation which is tﬁzemed under section 3121 (k) (4) of the I
ternal Bevenue Code of 1954 to have filed a waiver certificate un-
der section 3181 (k) (1) of such Code, on or after the first day o;
the applicable period described in waparagraph (4) (#) of such
section 3131 (k)pu) and before July 1, 1977; and

2) the service so performed does not constitute c mployment (as
de in section 210(a) of the Social Security Act and section
3121(d) of such Codé because the waiver certificate which the
organization is deemed to have filed is made inapplicable to such
service by scction 3121 (k) éf) (C) of such Code, but would con-
stitute employment (as 8o defined) in the absence of such section
st21(k) (D) (0),

the remuneration paid for such scivice shall, upon the request of such
individual (filed on or before April 1.5, 1980, in such manner and form,
and with such official, as may be cribed Zy requlations made under
title Il of the Social Security Jct) accompanied by full payment o;;
all of the tares which would have been paid under section 3101 of suc
Code with respect to such remuneration dbut for such section 3121 (k)
24) (C) (or by satisfactory evidence that appropriate arrangements
ave been e for the payment of such taxes in installments as pro-
vided in section SIZI(kﬁg) of such Code), be decmed to constitute
remuneration for ¢mployment as so deﬁnet}. In any case where re-
muneration paid by an organization to an individual is deemed under
the preceding sentence to constitute remuneration for employment,
such organization shall be liable (notwithstanding any other provi-
sion of such Code) for payment of the taxes which it 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).

(@) Section 3121 (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:

“(8) EXxTENDED PERIOD FOR PAYNENT OF TAXES FOR RETROACTIVE
covEraGE.—Notwithstanding any other provision of this title, in
any case where—

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

“(B) an organization described in paragraph (5) (A) files
a valid waziver certificate under paragraph (1) by March 31,
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1978, as described in paragraph (5) }B), or (not having filed
such a certificate by that date) is deemed under paragraph
(8) to have filed such a certificate on n‘?ﬁl 1, 1978, or .
“(C) an individual files a request under section 3 of Public
Law 94563, or under section 318(c) of the Social Security
Amendments of 1977, to have service treated as constituting
remuneration for employment (as defined in section .3121(b)
and in gection 210(a) of the Social Security Act), .
the taxes due under sections 3101 and 3111 with respect to services
constituting employment by reason of such ccrtificate {qr any
period prior to the first day of the calendar quarter in whick the
date of such filling or constructive filing occurs, or with respect
to service constituting employment by rcason of such request, may
be paid in mstallments orcr an appropriate period of time, as
determined under regulations prescribed by the Secretary, rather
than inalump sum.”.

(e) T he first sentence of section 3 of Public Law 94563 (in the mat-
ter following paragraph (3)) is amended—

(1) by inserting “on or before April 15, 1980, after “filed” ; and

(2; by inserting * (or by satisfactory « vidence that ap[roprz'ate
arrangements have been made for the repayment of such tares in
mnstallments as provided in section 3121(k)(8) of such Code)”
after“so refunded or credited™.

(f) Section 3121(k)(4)(A)({) of the Internal Revenue Code of
1954 (relating to constructive filing of ccrtificate where no refund or
credit of taxes has been made) is amcnded by striking out “or any
rubsequent date” and inserting in licu thereof “ (or, i{ ater, as of the
carliest date on which it mh'sﬁym clause (ii) of thig subparagraph.)”.

(9) Section 3121(k) (4) (B) of such ('ode’ (rclating to constructive
filing of certificate where no refund or credit of taxes has been made) is
amended—

(1) by striking out the period at the nd of clause (i) and in-
serting in lieu thereof “. or”; and
(2) by adding after clause (i7) the following new clause :

“(iit) the organization, prior to the cnd of the period
referred to in clause (i) of such subparagraph (and, in
the case of an organization organized on or be)ore Oc-
tober 9, 1969, prior to October 19, 197(), had applied for a
ruling or determination lcticr acknowledging it to be ex-
embpt from income tax under scction 501 (c) (3), and it
subsequently received such ruling or dctermination letter
and ag‘: not pay any taxes under scctions 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 taxres with respect to any rter be-
ginning after the later of (I) December 31,1975 or (1I)
the d?ite on which such ruling or determination letter was
1s8ued.”.

(k) The amendments made by subsections (a), (), (d), (¢), (f),
and (g) of this section shall be effective as though they had been in-
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cluded as a part of the amendments made to section 3121(k) of the
Internal Revenue Code of 1954 by the first section of Public Law 9}-
563 (or, in the case of the amenjnewts made by subsection (¢), as a
part of section 3 of such Public Law).

EXCLUSION FROM COVERAGE OF CERTAIN LIMITED PARTNERSHIP INCONE

Skc.313. (a) Section211(a) of the Social Security Act is amended—

(I‘ by striking out “and” at the end of raph (9),;

(2 gy striking out the period at the end of paragraph (10) and
tnserting in lieu thereof “; and”; and

(8) by inserting after paragraph (10) the following new
paragraph :

“(11) T Rere shall be excluded the distributive share of any ttem
of income or loss o‘{; limited partner, as such, other than guar-
anteed payments cribed tn 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 services.”,

(0) Section 1402(a) of the Internal Revenue (Code of 1954 (relating
to definition of net earnings from self-emp nt) is amended—

(1) by striking out “and” at the end of paragraph (10) :

(2) by striking out the period at the end of paragraph (11) and
ingerting sn lieu thereof ¢ ; and’ ; and

(3) by inserting after paregraph (11) the following new
paragraph :

“(12) there shall be excluded the distridbutire share 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
services actually rendered to or on behalf of the partnership to
the extent that those payments are established to be tn the nature
of remuneration for those services.”.

(¢) The amendments made by this section shall apply with respect
to taxable years beginning after December 31, 1977.

EMPLOYEES OF MEMBERS OF RELATED GROUPS OF CORPORATIONS

S&c. 314. (a) Section 3121 of the Internal Revenue (‘ode of 195}
(definitions for purposes of the Federal Insurance Contributions Act)
18 emendrd by adding at the end thereof the following new subsection

“(8) Concurrenr ExprLovynexT BY Two orR Mork Exprroyers.—For
purposes of sections 3108. 3111, and 3121 (a) (1), if two or more related
corporations concurrently employ the same individual and compen-
sate such individual through a common pavmaster which 18 one of such
corporations, each such corporation shall be considered to have paid
as remuneration to such individual only the amounts actually dis-
bursed 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 orations.”.

(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:
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“(p) Coxcurrext Enrroyuext By Two or Morr EnprLoyrrs—For
purposes of sections 3301. 3302, and 3306 (b) (1) . if two or more related
corporations concurrently employ the same individual and compensate
such individual through a common paymaster which is onc of such
corporations, each such corporation s{all be considered to have paid as
remuneration to such individual only the amounts actually disbursed
by it to such individual and shall not be considered to have paid as re-
muneration to such individual amounts actually disbursed to such in-
dividual by another of such corporations.”.

(¢) The amendments made by this section shall apply with respect
to wages paid after December 31, 1978.

TAX ON EMPLOYERS OF INDIVIDUALS WHO RECEIVE INCOMKE FRON TIPS

Skc. 815. (a) Section 3121 of the Internal Revenue Code of 1964
(definitions for p ses of the Federal Insurance ((ontributions Act)
12 amended b aﬂ'nog at the end thereof (after the new subsection
added by section 31}(a) of this Act) the following new subsection .

“(t) SpecraL Ruck ror DrrErMINING W AGES SUBJECT TO ENPLOYER
Taxin Caseor Crrraiy Exprroyers Winosk Enrroyres Receive INcous
Frox Tips.—If the wages paid by an employer with respect to the
employment during any month of an img'm'dual who (for services
performed in connection with such employment) receives tips 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-

nt) at the minimum wage rate applicable to such individual
under section 6(a) (1) of the Fair Labor Standards Act of 1938 (de-
termined without regard to section 3(m) of such Act), the wages so
paid shall be dee 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).

(¢) 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 196}, any exemption which has been received under
section 1402 (e) (1) of suck Code by a duly ordained, commissioned, or
licensed minister of a church or a Christian Science practitioner, and
which ig effective for the taxzable year in which this Act is enacted,
may be revoked by filing an application therefor (in such form and
manner, and with such official, as may be prescribed in requlations
made under chapter 2 of such Code) ,'i}l such application is filed—

(1) before the applicant becomes entitled to benefits under sec-
tion 202(a) or 223 of the Social Security Act (without regard to
section 202(j) (1) or 283(Db) leuch 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.



32

Any such revocation shall be effective (for purposes of chapter £ of
the Internal Revenue Code of 1954 and title II of the Soctal Security
Act), as specified in the application, either with respect to the appli-
cant’s first taxable year emfmg 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 succeceding taxable years; and the
applicant for any such revocation may not thereafter agasn file appli-
cation for an exemption under such section 140€(e) (1). If the appl.-
cation ig filed on or after the due date of the applicant’s first tawabdl.
year ending on or after the date of the enactment of this Act and is
effective with respect to that taxable year, it shall include or be accom-
panied by payment in full of an amount equal to the total of the taxe-
that woulti have been imposed by section 1401 of the Internal Revenu.
Code of 1964 with respect to all of the applicant’s income derived ir
that taxable year which would have constituted net earnings fron
self-employment for purposes of chapter 2 of such Code (notwith-
standing section 1408(c) (4) or (¢)(8) of such Code) except for the
cxemption under section 1402 (e) (1) of such Code.

(b) Subsection (a) shall apply with respect to service performed
(to the extent specified in cucf subsection) in taxable years ending
on or after the of the enactment of this Act. and with respect tu
monthly insurance benefits payable under title I1 of the Social Secur-
ity Act on the basis of the wages and self-employment income of any
individual for months in or after the calendar year in 1vhich such in-
dividual’'s application for revocation (as described in such subsection)
ts filed (and lump-sum death payments payable under such title on
the basis of such wages and self-employment income in the case of
deaths occurring in or after such calendar year).

INTERNATIONAL AGRFEMENTS WITH RESPECT TO SOCIAL SECURITY
BENEFITS ‘

Skc. 317. (a) Title Il of the Social Security Act 1s amended by
adding at the end thereof the following mew section:

“INTERNATIONAL AGREEMENTS

“Purpose of Agreement

“Skc. 233. (a) The President is authorized (subject to the succeeding
provisions of this section) to enter into agreements establishing to-
talization arrangements between the social security system established
by this title and the sorinl securitu 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 individual’s periods ©f coverage under the social security
system established by this title and the social security system of such

foreign country. “Definiti
efinitions

“(d) For the purposes of this section—
“(1) the term ‘social security system’ means, with respect to a
foretgn country, 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 eguivalcnt thereof, are paid on account
of old age, death, or disability; and

"4 (2) the term ‘period of coverage’ means a period of payment
of contributions or a period of earnings based on wages for
employment or on self-employment income, or any similar 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-
ment entered into under this section.

“Crediting Periods of Coverage; Conditions of Payment of Benefits

“(¢) (1) Any agreement establishing a totalization arrangement
rsuant to this section shall provide—

“(A) that in the case of an individual who has at least 6 quarters
of coverage as defined in section 213 of this Act and periods of
coverage under the social sccurity system of a foreign country
which ts a party to such agrecment, periods of corerage of suc
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 ofg establishing entitle-
ment to and the amount of old-age, survivors, and disability in-
surance benefits under this title;

“(B) () that employment or self-employment, or any serrice
which is recognized as equivalent 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
effective datc 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 (ii) the methods and conditions for determining under
which system employment, self-employment, or other service shall
result in a period of coverage,; and

“(C) that where an individual’s periods of coverage are com-
bined, the benefit amount payable under this title shall be based
on the proportion of such individual’s periods of coverage which
was completed under this title.

© “(2) Any such agreement may provide that—

“(A4) an indivdual who i8 entitled to cash benefits under this
title shall, notwithstanding the provisions of section 202(t), re-
ceive such benefits while he resides in a foreign country which is
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

beon:;?t paid by such foreign country than the benefit amount which
would be payabdle to an entitled iﬁiri{lual based on the first figure
in (or deemed to be in) column IT of the table in section 215 (ba)
in the rase of an individual becoming eligible for surh benefit be-
fore January 1, 1979, or based on a primary ingurance amount
determined under section 215(a) (1N () (iY(I) in the ecasze of an
individual becoming eligible for such benefit on or after that date.
be increased so that the total of the tiro benefits is equal to the
benefit amount which would be so payable.

S.Rept. 75-612 --- §
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“(8) Section 226 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 arc
not inoconsistent with the other provisions of this title and which th.
President deems appropriate to carry out the purposes of this section.

“Regulations

“(d) The Secretary of Health, Education, and Welfare shall malk.
rules and regulations and establish procedures which are reasonabdl.
and necessary to implement and administer any agreement which has
been entered into in accordance with this section.

“Reports to Congress; Effective Date of Agreements

“(e) (1) Any agreement to establish a totalization arrangement e
tered into pursuant to this section shall be transmitted by the Pres
dent to the Congreas together with a report on the estimated numb.
of individuals who will be affected by the agreement and the effect of
the agreement on the estimated income and expenditures of the pro-
grams cstablished by this A ct.

“(2) Such an agreement shall become effectire on any date. pro
vided in the agreement, whick occurs after the expiration of the pe
riod (following the date on which the agreement is transmitted in ac-
cordance with paragraph (1)) during which cach House of the Con-
gress has been in session on each of 90 days. except that such agre:-
ment shall not become effective if, during such period. either House o7
the Congress adopts a resolution of disapproval of the agrcement.”.

(0) (1) Section 1401 of the Internal Revenue Cor[g of 195} ix
amended by adding at the end thereof the following new subsection :

“(c) ReLiEF Frou Taxes 1xy Cases Coverrp BY CERTAIN INTERNA-
TI0NAL AGREEMENTS.—During any period in which there is in effect ar
agréeement entered into pursuant to section 233 of the Social Security
Act with any foreign country. the self-employment income of an /n-
dividual shall be exempt from the taxres imposed by this section to th
extent that such self-employment income is subject under such agre: -
ment to taxres or contributions for stmilar purposcs under the social
security system of such foreign country.”.

(2) Sections 5101 and 3111 of such Code arc each amended by add-
ing at the end thereof the following new subsection :

“(c) Rrerirr Frow Taxrs 1v Cases CoveErRep BY CERTAIN INTERN4-
110N AL AGREENENTS.—During any period in which there is in effect an
(;greemfnt cntered into pursuant to section 233 of the Social Security
Act with any foreign country, wwages received by or paid to an individ-
ual shall be exempt from the taxes imposed by this section to the ex-
tent that such wages are subject under such agreement to taxes or con-
tributions for similar purposes under the social security system of such
foreign country.”.

(3) Section 6051(a) of such Code ts 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 evempted



35

pursuant to sections 3101 (c) and 3111(c) from the taxes imposed by
section 3101 and 8111.". ]

"‘54) Notwithstanding any other provision of law, tawes paid by any
individual to any foreign country with respect to any period of em-
ployment or self-employment which is covered under the social secu-
rity system of such foreign country in accordance with the terms of
an agreement ent tnto pursuant to section 233 of the Social Security
Act shall not, under the income tax laws of the United States, be
deductible by, or creditable against the income tax of, any such in-
dividual.

NVODIFICATION OF AGREFMENT WITH ILLINOIS TO PROVIDE COVERAGE FOR
CERTAIN POLICENEN AND FIREMEN

Skc. 318. (a) Notwithstanding the provisions of subsection (d)(6)
(A) of section 218 of the Social Sccurity Act and the references there-
to in subsections (d) (1) and (d) (3) of such section 218, the agreement
with the State of Illinois heretofore cntered into pursuant to such
section £18 may, at any time prior to January 1, 1979, be modified
pursuant to subsection (c) (4) of such scction 218 so as to apply to
services performed in policemen’s or firemen’s positions covered by
the [llinois Municipal Retirement Fund on the date of the enactment
of this Act if the ;S;t)ate of Illinois has at any time prior to the date o
the enactment of this Act paid to the Secrctary of the Treasury, wit
respect to any of the services performed in such positions, the sums
prescribed pursuant to subsection () (1) of such section 218. For
purposes ofprhz'a section, a retirement system which covers positions
of policemen or firemen shall, if the State of [llinois 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
the State of Illinois undgr subsection (a) of this section, to the extent
that it involves services performed by a policeman or fireman in posi-
tions covered under the Illinois Municipal Rectirement 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) all services performed by such individuals in such positions
before such date of enactment with respect to which the State of
Illinois has paid to the Secretary of the Treasury the sums pre-
scribed pursuant to subsection (e) (1) of such section 218 at the
time or times established pursuant to such subsection (e)(1), if
and to the extent that—

(4) 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
T'reasury 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.



36

COVERAGE FOR POLICEMEN AND FIREMEN IN MISSISSIPPI

Skec. 819. Section 218( p? (1) of the Soctal Security Act 18 amended
by inserting “Mississippi,’ after “Maryland,”.

COVERAGE UNDER DIVIDED RETIREMENT SYSTEM FOR PUBLIC EMPLOYEES I\
NEW JERSEY

Sec. 320. Section 218(d) 6)(0? of the Nocial Security Act 1
amended by inserting “New Jersey,’ after “Nevada,’.

COVERAGE OF SERVICE UNDER WISCONSIN RETIREMENT SYSTEM

Skc. 321. Section 218(m) (1) of the Social Security Act is amended
by inserting after “ Wisconsin retirement fund” the following : “or any
successor system’.

Parr C—Be~xerir AMounrs axo EricisiLiry

ACTUARIAL REDUCTION OF BENEFIT INCREASES TO BE APPLIED AS OF TIME 0]
ORIGINAL ENTITLEMENT

Sec. 331. (a) Section 202(q)(4) of the Social Security Act is
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 bene}ﬂ (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
ning with the month of such increase in the pri ingurance amount
shall be computed under paragraph (1) or (3), whichever applies, as
though the increased primary inzurance amount had been in cffect for
and after the month for which the individual first became entitled to
such monthly benefit reduced under such paragreph (1) or (3)."

msb Section 202 59) of such Act is further amemlal by adding at the
end thereof the following new paragraphs:

“(10) For purposes of applying ph (4), with respect to
monthly denefits payadble for any month after December 1977 to an in-
dividual who was entitled to a monthly benefit as reduced under para-
grafh (1) or (3) prior to January 1978, the amount of reduction i1
such benefit for the first month for which such benefit is increased by
reagon of an increase in the primary insurance amount of the individual
on whose wages and self-employment income such benefit 18 based and
for all subsequent months (and similarly for all subsequent increases)
shall be incrcased by a percentage egua;/ to the percentage increase in
such primary insurance amount (such increase being made in accord-
ance with the provisions of paragraph (8)). In the case of an individ-
uval whose reduced benefit under this section is increased as a result of
the use 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 effective, and
for all 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
benefits, by multiplying such amount by the ratio of (t) the num-
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ber of months in the adjusted reduction period to (ii) the number
of months in the reduction period,

“(B) tn the case of widow’s and widower’s insurance benefits
for the month in which such individual attains age 62, by multi-
plying such amount by the ratio of (i) the number of months in
the reduction period begimming with age 62 multiplied by 1%o0
of 1 percent, plus the number of months in the adjusted reduction
period prior to age 62 mulzflied by 19,4 of 1 percent, plus the
number of months in the adjusted additional reduction period
multiplied by 43640 of 1 percent to (ii) the number of months
in the reduction period multiplied by 19, of 1 percent, plus the
numder of months in the additional reduction period multiplied
by 436..¢ of I percent, and

“(C) in the case of widow’s and widower's insurance benefits
for the month in which such individual attains aqe 65, by mult:-
plying such amount by the ratio of (i) the number of months in
the adiusted reduction period multiplied by 19, of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 4%,4, of 1 percent to (i) the number of
months in the reduction period beginning with age 62 multiplied
by 18,4 of 1 percent. plus the number of months in the adjusted
reduction period prior to age 62 multiplied by 19, of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 4364 of 1 percent,

such determination being made tn accordance with the provigsions of
paragraph (8).

“(11) When an indiridual is entitled to more than one monthly
benefit under 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 subsection before the application of
subsection (k) (pertaining to the method by 1which 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).”.

(e) (1) Section 202(q) (?)(C) of such Act is amended by striking
out “because” and all that follows and inserting in lieu thereof “be-
cause of the occurrence of an event that terminated her or his entitle-
ment to such benefits,”.

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

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

LIMITATION ON RETROACTIVE BENEFITS

Sec. 332. (a) (1) The first sentence of section 202(4) (1) of the So-
cial Security Act i amrnded by striking out “An individual” and
inserting 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 indiridual
shall be entitled to a monthly benefit under subsection (a), (b), (c).
(). or (f) for any month prior to the month in which he or she fil. .
an application for benefits under that subsection if the effect of entitl. -
ment to such benefit would be to reduce. pursuant to subsection (q).
the amount of the monthly benefit to which such individual woilid
otherwise be entitled for the month in irhich such application is filed.

“(B) (?) If the individual applying for retroactire benefits is apply-
z’nz for such benefits under subsection (a). and there are one or mor.
other persons wwho would (except for subparagraph (A)) be entitled
for any month, on the basis of the wages and self-employment income
of such indiridual end because of such individuals entitlement t.
such retroactive benefits, to retroactive benefits under subsection ().
(c), or (d) not subject to reduction und.r subsection (q), then sul.-
paragraph (A) shall not apply with respect to such month or any
subsequent month. |

“(27) If the indiridual applying for retroactire benefits is a widoir.
surriving divorced wife, or widower and is under a disability (as
‘defined 1n section 223(d)), and such individual would. except for sul -
paragraph (A). be entitled to retroactive benefits as a disabled widor
or widower or disabled surviving divorced wife for any month befo:.
attaining the age of 60, then subparagraph (A) shall not apply with
resfect to such month or any subsequent month.

“(2it) If the individual applying for retroactive benefits has excess
earnings (as defined in sectwon 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 of
application, then subparagraph (1) shall not apply to so many of
such months immediately preceding the month of application as ar.
requirled to charge such ewxcess earnings to the maximum extent
possible.

“(7v) As used in this subparagraph. the term ‘retroactive benefits’
means bencfits to which an individual becomes entitled for a month
prior to the month in which application for such benefits is filed.”.

(3) Section 226(h) of such Act is amended by adding at the end
thereof the following new paragraph:

“(4) For purposes of detcrmining entitlement to hospital in-
surance benefits under subsection (b) in the case of an individual
described in clause (iii) of subsection (b)(2) (), the entitlement of
such individual to widow’s or widower’s insurance 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 provisions of section 202(3) (4).".

(b) The amendments made by subsection (a) shall be effective with
respect to monthly insurance benefits under title Il of the Social
Security Act to which an individual becomes entitled on the basis of
an application filed on or after January 1. 1978.

DELIVERY OF BENEFIT CHECKS

Srkc. 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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“DELIVERY OF BENKFIT CHECKS

“Skc. 708. (a) If the day regularly dcsignated for the delivery of
benefit checks under title I or title \'VI falls on a Saturday, Sunday,
or legal public holiday (as defined in section 6103 of title 5, I'nited
States ('ode) in any month, the benefit checks whick would otherwise
be delivered on such day shall be mailcd for delivery on the first day
preceding such day which is not a Naturday. Sunday. or legal public
holiday (as so defined). without regard to whether the delivery of
such checks would ax a rexult have to be made before the end of the
month for which such checks are tssued.

“(b) If more than the correct amount of payment under title Il or
XT1 is made to any individual as a result of the receipt of a benefit
check pursuant to subsection (a) before the end of the month for
which such check ix issued, no action shall be taken (under section
204 or 1631(b) or otherwise) to recover such payment or the incor-
rect portion thereof.”.

(b) The amendm:nt made by subsection (a) of this section shall
apply with respect to benefit checks the reqularly designated day for
delivery of which occurs on or after the thirtieth day after the date
of the enactinent of this Act.

REDUCKD BENKFITS FOR SPOUSEN RECEIVING GOVERNMENT PENSION S

Skc. 334. (a) (1) Nection 202(b) (2) of the Nocial Security Act is
amended by inscrting after “subscction (q) the following : “and para-
graph (4) of this subsection™.

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

“(4)(Ad) The amount of u wife’s insurance benefit for each month
as determined aftcr application of the provisions of subsections (q)
and (k) shall be rcduced (but not below zero) by an amount equal to
the amount of any monthly pcriodic bencfit payable to such wife (or
divorced wifc) for such month which is bused upon her carnings while
n the sercice of the Federal Government or any State (or political
subdivision thereof, as dcfincd in section 218(b)(2)) if. on the last
day she was cmployed by such e¢ntity, such service did not constitute
‘employment’ as defined in scction 210.

“(B) For purposes of this paragraph, any periodic benefit which
otherwise meects the requirements of subparagraph (A). but which
18 paid on othcr than a monthly basix, shall be allocated on a basis
equivalent to a monthly benefit (a8 dctermined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subparagraph (). For purposes of this sub-
paragraph, the term ‘periodic benefit’ includes a benefit payable in a
lump sum if it is @ commutation of, or a substitute for. periodic pay-
ments.”.

(0) (1) Section 202(c)(1) of such Act is amended—

(A) by striking out subparagrapl ((');
(B) by adding “and™ at the end of subparagraph (B); and
(C) by redesignating subparagraph (D) as subparagraph (C).



(2) Section 202(c)(2) of such Act is amended to read as follows:

“(£) (4) The amount of a husband's insurance benefit for each
month as determined after application of the provisions of subsec-
twm (¢) and (k) almll be reduced (but not below zero) by an amount

to the amount of any monthly periodic beneﬁt payable to such
huaband for such month whwh 18 gmd upon his carnangs while in
the service of the Federal Government or any State (or political sub-
division thereof, as defined in section 218(b) (2)) if, on the last day
he was emp d such entity, such service did not constitute ‘em-
ployment’ as in section 210.

“(B) For purposea of this paragraph. any periodic benefit which
otherwise meets the requirements of subparagraph (A), dbut which
18 paid on other than a monthly basis. shall be allocated on a basis
equivalent to a monthly denefit ( as determined by the Secretary) and
such equivalent monthl benefit shall comtztute a monthly periodic
benefit for purposes of subparagraph (A). For pu-poses of this sub-
z":agraph the term ‘periodic benefit’ includes a benefit payable in a

p sum if it 18 a commutation of, or a substitute for, periodic

payments

(3) Sectwn 202(c) (3) of such Act is amended by inserting after
“subsection (q)” the following : “and paragraph (2) of this subsec-
tm”

(¢) (1) Section 202(e) (£) (A) of such Act (as amended by .serhon
£04(a) of this Act) is amended by striking out (paragraph (4)”
t(’; ’Zirct sentence and inserting in lieu thereof “pnragrapi;a (4) amd
(2) Section 202 (e) of such Act is further amended by adding at the
end thereof the following new paragraph :

“(8) (A) The amount o{ a widow’s insurance benefit for each month
as determined (after application of the provisions of subsections (q)
and (%), paragmph (2) (B). and paragraph (4)) shall be reduced
(but not below zero) by an amount e to the amount of any monthly
periodic benefit payable to such widow (or surviving divorced wife)
for such month which is based upon her earnings while in the service
of the Federal Government or any State (or any political subdivision
thereof, as defined in section 218(d) (2)) if, on the last day she was
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), dut which is
Z(::td on other than a monthly basis, shall be allocated on a basis equiva-

to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of mbparagraph (4). Fer purposes of this subparagraph,
the term ‘periodic benefit’ includes a beneﬁf payadle in a lump sum
if it 18 a commutation of, or a substitute for. periodic payments.”.

(d) (1) Sertwn 202(f) (1) of such Act is amended—

(A) by striking out subparagraph (D) : and
(B) b redesignating subparagraphs (E), (F), and (G) as
sud aragraphs (D), (E), and (F), respectively.

(2) Se *ion 202(f) (2) of such Act is amended to read as follows :
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“(82 (A) The amount of a widower's insurance benefit for each
month (as detcrmined after application of the provisions of subsec-
tions (k) and (q), paragraph (3) (B), and paragraph (5)) shall be
reduced (but not below zero) by an amount equal to the amount o
uny monthly periodic benefit payable to such widower for such mont
which 8 based upon his earnings while in the service of the Federal
Government or any State (or any political subdivision therc%, as de-
fined in section 218(b) (2)) if, on the last day he was 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-
alent to a monthly bencfit (as determined by the Secretary) and such
cquivalent month};/ denefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term ‘periodic benefit’ includes a benefit payable in a lum
aum if it is a commutation of, or a substitute for, periodic payments.”.
(3) Section 202(f) (3) (A) of such Act (as amended dy section 20}
(¢) of this Act) is amended by striking out “paragraph (6)” in the
first sentence and inserting in liew thereof “paragraphs (2) and (6)".
(4) (A) Section 202(f)(7) of such Act is amended by striking out
“paragraph (1) (G)" and inserting in lieuw thereof “paragraph (1)
b))

F)”.
NS)B) Section 226 (k) (1) (B) of such Act is amended by striking out
“subparagraph (@) of section 202(f)(1)” and inserting in lieu
thereof “zmbparggzraph (F) of section 202(f) (1)".

(6) Section (p) (1) of such Act i8 amended by striking out
“subparagraph (C) of subsection (c)(1), clause (i) or (ii) of sub-
P raph (PD) of subsection (f) (1), or”.

(6) Section 202(8) (3) of such Act is amended by striking out “Sub-
sections” and all that follows down through *so much” and inserting
in liew thereof “*So much’.

(e) (1) Section 202(g) (2) of such Act is amended by striking out
“Such” and inserting in liew therecof “Lxcept 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 07a 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 monthly
gerz‘odic benefit payable to such individual for such month which 1s

ased upon such individual’s earnings while in the service of the Fed-
eral Government or any State (or political subdivision thereof, as
defined in section 218(b) (2)) if. on the last day such individual was
cmployed 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
8 paid on other than a monthly basis, shall be allocated on a basis equiv-
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alent to a monthly benefit (as determined by the Secretary) and such
equrvalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subparagraph.
the term ‘periodic benefit’ includes a benefit payable in a lump Aum
if it is @ commutation of. or a substitute for. penodw payments.”.

(f) The amendments made by this section shall apply with respect to
monthly insurance benefits payable under title 11 of the Social Secu-
rity Aet for months beginning with the month in which this Act i
emcted on the basis of applications filed in or after the month in
which this Act is enacted.

(q) (1) The amendments made by the preceding prov 18ions of this
gection shall not apply with respect to any monthly insurance benefit
payable. under subsection (b), (¢). (e), (f).or (g) (as the case may
be) of aection 202 of the Social Necurity Act, to an indiridual—

(A4) to whom there is payable for any month wi‘hin the 60-
month period beginning irith the month in which thizx Aet is
enacted (or wcho is eligible in any such month for) a monthly peri-
odic benefit (within the meaning of such prormons) based upo
such individuals earnings whilc in the scrvice of the Federal
Government or any State (or political subdirision thereof. a-
defined in section 218(b) (2) of the Social Security Act); and

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

(2) For purposes of paraaqraph (1)(A). an indiridual ig elinibls
for a monthly veriodic benefit for any month if such benefi* would b«
payable to such individual for that month if such indiridual were not
employed during that month and had made proper application for
such benefit.

(3) If any provision of this subsection. or the application thereof
to any perzon or circumstance, is held invalid, the remainder of this
section shall not be affected theredy. but the apphcatwn of this sub-

section to any other persons or circumstances shall also be considered
mvalid.

SUBSTANTIAL GAINFUL ACTIVITY IN CASE OF BLIND INDIVIDUALS

SEc. 335. Section 223(d) () of the Sorial Sceurity Act is amended
bu inserting after the first sentence the following new sentence:
“Yo individual who is blind sholl be renarded as haring demonstrated
an ability to enqage in substantial gainful activitu on the basis of earn-
inas that do not excced the exempt amount undcr gection 203(f) (8)
which i3 apphcablp to tndividuals described in subparagraph (D)
thereof.”.

REVARRIAGE OF WIDOWS AND WIDOWERS

Sec. 336. (a) (1) Scetion 202(e) (2N (A4) of the Socinl S’emlntt/ Act
(as amended by sections 20 (a) and 334 () (1) of this Act 18 amended
by striking out “paragraphs (4) and (8)” and inserting in lieu thereof

“paragraph (8)"
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(8) Section 202(e) (3) of such Act is amended by striking out “In
the case of a widow or surviving divorced wife 1who marries” in the
matter preceding subparagraph (A) and inserting in lieu thereof “If
a widow, before attaining age 60, or a surviving divorced wifc, mar-
ries’.

(3) Section 202(e) (4) of such Act is amended to read as follows.

“(4) If a widow, after attaining age 60, marries, such marriage shall,
for purposes of paragraph (1). be deemed not to have occurred.”.

(8) (1) Section 202(f) (3)(A) of such Act (as amended by sections
204(c) and 335(d) (3) of this Act) is further amended by striking out
“pa:‘agrapha (2) and (5)" and inserting in lieu thereof “paragraph

seh

(8) Section 202(f) (4) of such Act is amended by striking out “In
the case of a widower who remarries” in the matter preceding sub-
paragraph (A) and inserting in lieu thereof “If a widower, before
attaining age 60, remarries”.

(8) Section 202(f) (5) of such Act is amended to read as follows:

“(5) If a widower, after attaining age 60, marries, such marriage
shall, for purposes of paragraph (1).be deemed not to hare occurred.”

(¢) (1) The amendments made by this section shall apply only with
respect to monthly benefits payable under title 11 of the Social Secu:itz
Act for months after December 1978, and, in the case of individ
who are not entitled to benefits of the type involwed for December
].97.3, only on the basis of applications filed on or after January 1,
1979.

(2) In the case of an indiridual 1who was entitled for the month of
December 1978 to monthly insurance henefits under subsection (€) or
(f) of section 202 of the Social Necurity Act to which the provisions of
subsection (c)(4) or (f)(6) applied, the Necretary shall, if such
benefits would be tncreased by the amendments made by this section,
redetermine the amount of such benefits for months after Decem-
her 1978 as if such amendments had been in effcct for the first month
for whick the provisions of section 202(¢) (4) or 202(f) (6) became
applicable.

(d) Where—

(1) two or more persons are entitled to monthly benefits under
section 202 of the Social Security Act for December 1978 on the
basis of the wages and self-employment income of a deceased
individual. and one or more of such persons is so entitled under
subsection (c) or (f) of such section 202, and

(2) one or more of such persons is entitled on the basis of such
wages and self-cmployment income to monthly benefits under
subsection (e) or (f) of such section 202 (as amended by this
gection) for.January 1979, and

(3) the total of benefits to which all persons are entitled under
section 202 of such Act on the basis of such waqes and self-employ-
ment income for January 1979 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 s0 reduced),

then the amount of the benefit to which each such person referred to in
paragraph (1) is entitled for months after December 1978 shall in no
case be less after the application of this section and such section 203(a)
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than the amount it would have been without the application of this
section.

DURATION-OF-MARRIAGE REQUIREMENT

Sec. 337, (a) Section 216(d) of the Social Security Act is amended
by striking out 20 years™ in paragraphs (1) and (£) and inserting
inlieu thereof in each instance “10 years™.

(b) Section 202(b) (1) (@) of such Act is amended by striking out
© 20 years™ and inserting in lieu thercof *10 years™.

(¢) The amendments made by this section shall apply with respect
to monthly benefits payabdle under title 11 of the Social Security Act
for months after December 1978, and. in the case of indirviduals who
are not entitled to bemefits of the type involved for December 1978.
only on the basis of applications filed on or after January 1, 1979.

Parr D—Srvpy Wira Respecr 10 GExDER-BAskp DistivcTioNs

STUDY OF PROPOSALS TO ELIMINATE DEPENDENGY AND SEX DISCRIMINATION
UNDER THE SOCIAL SECURITY PROGRAM

Sec. 341. (@) The Becretary of Health, Education, and Welfa::.
in consultation with the Task Force on Sex Discrimination in th
Department of Justice, shall make a detailed study, within the De-
partment of Health, Education. and Welfare and the Social Security
Administration, of propoaals to eliminate dependency as a factor I
the determination of entitlement to spouse’s benefits under the
gram cstablished under title Il of thl) Social Secunty Act, and of

mfosals to bring about equal treatment for men and women in any
all respects under such program, taking mto account the practi-
cal effects (parthdar the effect upon women's cntitlement to such
benefits) of factors sucﬁy
(1) changes in the nature and extent of women’s participation
in the labor force,
(2) thei mcrfa.smg divorce rate, and
(3) the economic value of women’s work in the home.
T he study shall include appropriate cost analyses.
(b) The Secretary shall submit to the (’onqrc’ss within gix months

after the date of the enactment o J this Act a full and complete report
on the study carried out under subsection (a).

Parr E—CouBixep SoctArL SEcURITY AxD Ixcove Tax
AvyvaL Rerorrive

Subpart 1—Amendments to Title Il of the Social Security Act

ANNUAL CREDITING OF QUARTERS OF COVERAGE

Sec. 351, (a) (1) Sections 209(9)(3') 209(3). 210(a) (17) (A). and
210(f) (4) (B) of the Social Security Act are each amended by strik-
ing out “quarter” wherever it appears and ingerting in lieu thereof
13
year™.

(2) Sections 209(g) (3) and 209(j) of such Act are each further
amended by 8tnlmg out “$50 and inserting in lieu thereof “8100™.
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(3) (A) Section 209 of such Act is amended by striking out “or” at
the end of subsection (n). by striking out the period at the end of
wihsection (0) and inserting in lieu thereof *; or”, and by inserting
after subsection (o) the following ncw subsection:

“(p) Remuneration paid hy an organization cxempt from sncome
tur under section 501 of the Internal Revenue Code of 1964 in any
calendar year to an employee for service rendered in the employ of
«uch organization, if the remuneration paid in such year by the orga-
nization to the employee for such service is lcss than $100.”. :

(B) Section 210(a) (10) of such Act is amended by striking out
“(10) (A)" and all that follorwcs down through “(B) Service™ and in-
« rting in liew thereof “(10) Service™. and by redesignating clausex
({) and (ii) as subparagraphs () and (B). respectively.

(b) Section 212 of such Act is amended to read as follows :

“CREDITING OF SELF-ENPLOYNFNT INCOME TO CALEND AR YFEARS

“Skc. 212. (a) For the purposes of dctermining average monthly
wage and quarters of corcrage the amount of self-cmployment in-
(-om;’ derived during any tarablc ycar which begins before 1978
shall—

“(1) in the case of a taxrable year which ix a calendar year, be
credited equally to each quarter of such ealendar year; and

“(2) in the case of any other tarable year, be credited equally
to the calendar quarter in which such tarable year ends and to
cach of the next three or fewer preceding quarters any part of
which i8 in such tarable year.

“(b) For the purposes of determining arverage indered monthly
carnings, average monthly wage. and quarters of coverage the amount
of self-cmployment income devived during any tarable year which
hegins after 1977 shall—

“(1) in the case of a tarable year which is « calendar year or
which beging with or during a calendar year and cnds with or
during such year.be.creditcd to such calendar year; and

“(2) in the casc of any other tarable year, be allocated pro-
portionutely to the two calindar Years, porlimm ()f which are 7n-
cluded within such tacable year. on the basis of the number of
months in each auch calcndar year which are included completely
within the taxabdble year.

For purposes of clausc (2). the calendar month in which o taxable
year ends shall be trcated as included completely within that tarable
year.”,

(¢) Section 213(a) (2) of such Act is umended to read as follows:

“(2)(A) T'he term ‘quartcis of coverage’ means—

“(2) for calendar years before 1978. and sub ject to the provisions
of subparagraph (B). a quarter in which an individual has been
paid $50 or more in wages (ercept wages for agricultural labor
paid after 1954) or for which he has been credited (ax determined
u;ﬁer sectron 212) with $100 or more of self-cmployment income
a .

“(i) for calendar years after 1977, and subject to the provisions
of subparagraph (B), each portion of the total of the wages paid



46

and the self-employment income credited (pursuant to section
212) to an individual (1 a calendar year which ¢quals $250. with
wuch quartcr of corverage being assigned to a specific calendar
quarter in such calendar year only if neccssary in the case of any
indiridual who has attained age 02 or died or is under a dizu-
bility and the requirements for inxured status in subsection ()
or (b) of section 214, the requirements for « ntitlement to a com-
putation or recomputation of his primary insurance amount. o,
the requirements of paragraph (3) of section 216(!) would not
otherwise be met.
“(B) Notwithstanding the procisions of subparagraph (A)—

“(I) no quarter after the quarter in which an individual d.:s
shall be a quarter of corerage. and no quarter any part of which
18 included in a period of disability (other than the initial quart.r
and the last quarter of such period) shall be a quarter of coverage :

“(i2) /f the wages paid to an individual in any calendar ycar
equal to 83000 in the case of a calendur year before 1951. or 836,00
in the case of a calendar year after 1950 and before 1955, or $4.20¥
in the case of a calendar year after 1964 and before 1959. or 84.800
in the case of a calendar year after 1958 and before 1966, or 8661/
in the case of a calendar year after 1965 and before 1968, or $7 800
in the case of a calendar year after 1967 and before 1972, or $9.000)
in the case of the calendar year 1972. or $10800 in the case of th.
calendar year 1973, or 813200 in the case of the calendar year 197 .
or an amount equal to the contribution and benefit base (as detcr-
mined under section 230) in the case of any calendar year aftcr
1974 and before 1978 with respect to which such contribution and
benefit base is effective, each quarter of such year shall (subject
to clauscs (V) and (v)) be a quarter of corerage.

“(117) if an individual has self-cmployment income for a taxabdl.
year, and if the sum of such income and the wages paid to hin
during such year equalz $3.600 in the case of a taxrable year begin-
ning after 1950 and ending before 195:5. or $4200 in the case of a
taxable year ending after 1954 and defore 1959, or 84800 in th.
case of a taxrable year ending after 1958 and hefore 1966. or $6.600
in the case of a tarable year ending after 1965 and before 1968. or
$7.800 in the case of a taxable year ending after 1967 and before
1972. or $9.000 in the case of a taxable year beqinning after 1971
and before 1973, or $10,800 in the case of a taxrable year beginning
after 1972 and before 197). or $13200 in the case of a taxable year
beginning after 1973 and before 1975, or an amount equal to the
contribution and benefit base (as determined under section 230)
which is effective for the calendar year in the case of any taxabl«
year beginning tn any calendar year after 197} and before 1978.
each quarter any part of which falls in such year shall (subject to
clauses (7) and (1)) be a quarter of coverage;

“(iv) if an individual is paid wages for agricultural labor in a
calendar year after 196 and before 1978, then. subject to clauses
(2) and (v). (I) the last quarter of such year which can be but is
not otherwise a quarter of coreraqe shall be a quarter of corerage
tf such wages equal or exceed $100 but are less than $200; (11) the
last two quarters of such year which can be but are not otherwise



47

quarters of coverage shall be quarters of coverage if such wages
equal or exceed $200 but are less than $300; (I11) the last three
quarters of such year which can be but are not otherwise quarters
of coverage .shali1 be quarters 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 guarter
of coverage tf such wa?ca 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 corerage may be credited
to any calendar year after 1977.
If in the case of an individual irho has attained age G2 or died or 1a
under a disability and who has been paid wages for agricultural labor
in a calendar ycar after 1954 and before 1978, the requirements for
insured status in subsection (a) or (b) of acction 214, the rc'q'uire’mvntx
for entitlement to a computation or recomputation of his primary
ingurance amount, or the requirements of paragraph (3) of section
216(7) are not met after assignment of quartcrs of covcrage to quar-
ters in such year as provided in clause (iv) of the preceding sentence,
but wowld be mct if such quartcrs of corcrage were assigned to differ-
' nt quarters in such year, then such quartors of coverage shall instead
he assigned, for purposes only of dctermining compliance with such
requirements. to such different quartcrs. If.in the case of an individual
irho did not dic prior to Junuary 1. 1955, and who attained age .2
(if @ woman) or agc 65 (if « man) or dicd before July 1, 1957, the
requirements for insured status in scction 214 (a)(3) are mot met
hecause of hiz having too few quarters of corerage but would be met
it his quarters of corerage in the first calendar year in which he had
any covered employment had been determined on the basis of the
period during which wages were carned rather than on the basis of
the period during which wages wore paid (any such wages paid that
are reallocated on an «arncd basis shall not be used in detcrmining
quarters of coreraqge for subsequent calendar years), then upon appli-
cation filled by the indicidual or his survivors and satisfactory proof
of hig record of 1wages carned being furnished by such individual
or his survivors. the quarters of corcrage in such calendar year may
he deternined on the basis of the periods during which wages were
carned.”.

(d) The amendm:nts made by subscction (a) shall apply w:ith re-
spect to remuncration paid and services renderved after Deccmber J1.
1977. The amendments made by subscctions (b) and (c) shall be ef-
fective January 1, 1978.

ADJUNTNENT IN AMOUNT REQUIRED FOR A QUARTER OF COVERAGE

Ske. 352. (a) Section 213(a) (2) (A) (#7) of the Social Security Act,
as aniended by section 351(c) of this Aet, is amended by «triking out
“8250" and inserting in licu thorcof “the amount required for a quar-

ter of coverage in that calendar year (as detcrmined 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 :

“Amount 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 nefzted with a quarter of
coverage in any year under subsection (a)(2)(A) (i) 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 Norember 1 of 1978 and of
cvery year thereafter, determine 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
succceding calendar year. The amount required for a quarter of cov-
erage shall be the larger of—

“(A) the amount in effect in the calendar year in which ths
determination under this subsection is made, or
“(B) the product of the amount prescribed in paraqraph (1)
which is required for a quarter of coverage in 1978 and the ratio
of the average of the total wages (as defined /n requlations of th.
Secretary and computed without regard to the limitations specificd
in section 209(a) ) reported to the Secretary of the Treasury or hix
delegate for the calendar year before the year in which the deter-
mination under this paragraph is made to the arerage of the total
wages (as so defined and computed) reported to the Secretary of
the Treasury or his delegate for 1976 (as published in the Fedecral
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 multiple of $10 in. any other case.”.

(¢Y The amendments made by this section shall be effective Janu-

ary 1, 1978.

TECHNICAL AND CONFORMING AMENDMENTS

Skc. 353. (a) (1) Section 203(f)(8) (B) (1) of the Social Security
Act is amended by striking out “was” wherever it appears and in-
zerting in liew thereof “iz”.

/ (2) Section 203(f) (8) (B) (ii) of such Act is amended to read as

ollows :

“(it) the product of the cxempt amount described in clausc

(7) ond the ratio of (I) the average of the total wagcs (as de-

fined in requlations of the Seeretary ond computed without

regard to the limitations specified in section 209(a)) reported

to the Secretary of the Treasury or his delenate for the cal-

endar year before the calendar vear in which the determina-

tion under subparagraph (A) is made to (I7) the arerage of

the total wwaqges (as so defined and computed) reported to the
Secretary of the Treasury or his delegate for the calendar year

before the most recent calendar year in which on increase in

the cxempt amount was enacted or a determination resulting
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tn such an increase was made under mbgaragmpl:ézid), with
such product, if not a multiple of $10, being rounded to the
next gighor multiple of $10 where such product is a multiple
of $5 but not of 810 and to the nearcst multiple of $10 in any
other case.”. .

(D) (1) The first sentence of scction 218(c)(8) of such Act is
amended by striking out “quarter” wherever it appears and inserting
in liew thereof “year”, and by striking out “$50" and inserting in lieu
thereof “$100”. .

(2) Section 218(g) (1) of such Act is amended by striking out
“quarter” and inserting in lieu thcreo[ “year. .

(3) Section 218(q) (4) (B) of such Act is amended by striking 0'!1.{
“any calendar quarters” and inserting in licu thercof “a calendar year
and by striking out “such calendar quartcrs’ and inserting in lieu
thereof “such calendar year™. .

(4) Section 218(%) (6) (B) of such Act is amended by striking out
“calendar quarters designated by the State in such wage reports as
the” and inserting in licu thereof “pcriod or periods designated by the
State vn such wage reports as the period or”.

(8) Section 218( rg)(l ) of such Act is amended—

(4) by striking out “quarter” in the matter before clause (A)
and inserting in lieu thereof “year”, |

(B) by striking out “in which occurred the calendar quarter”
in clause (A),a o

(C) by striking out “quarter” in clause (B) and inserting in
lieu thereof “year”.

(¢) (1) Effective with respect to estimates for calendar years be-
ginning after December 31, 1977, section 284(a) of such Act is
amended by striking out the last sentence.

(2) Section 224(f) (2) of such Act is amended to read as follows :

“(2) In making the redetermination required by paragraph (1), the
individual’s areraqe 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 wages (as defined
in requlations of the Secretary and computed without regard to
the limitations specified in section 209(a)) reported to the Secre-
tary of the T'reasury or his delegate for the ~alendar year before
the year in which such redetermination is made to (ii) the average
of the total wages (as so defined and computed) reported to the
Secretary of the Treasury or his deleqate for calendar year 1977
or. if later. the calendar vear 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 rwhich the reduction iwas first computed be-
fore 1978, the ratio of (i) the average of the tamable wages re-
ported to the Secretary for the first calendar quarter of 1977 to
(%) the averaqge of the taxable wages reported to the Secretary
for the first calendar quarter of the calendar year before the year
in which the reduction was first computed (dut not counting any
reduction made in benefits for a previous period of disability).

S.Rept, 95-612 --- 4
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Any amount determined under this paragraph which is not a multiple
of 311 shall be reduced to the next lower multiple of $1.".

(d) Section 229 (a) of such Act is amendef-—

(1) by striking out “shall be deemed to have been paid, in each
calendar quarter occurring after 1956 in which he” and inserting
in lieu thereof “,if he”, a

(2) by striking out “wages (in addition to the wages actually
paid to %im for such service) of $300.” at the end thereof and in-
serting in lieu thereof the following: “shall be to hav
been paid—

“(1) in each calendar quarter occurring after 1956 and before
1%8 in which he was paid such wages, additional wages of $300.
a

“(2) in each calendar year occurring after 1977 in which he
was paid such wages. additional wages of 8100 for each $300 of
such wages. up to a mazimum of $1,900 of additional wages for
any calendar year.”.

(e) (1) Nection 230(b) of such Act is amended by striking out th
last sentence.

(2) Section 230(b) (1) of such Act is amendcd to read as follows :

“(1) the contribution and benefit base which is in effect with
respect to remuneration paid in (and taxrable years beginning in)
the calendar year in wfi(:'h the determination under subsection

(a) i8 made, and™.

(3) Section 230(b) (2) of such Act is amended to read is follows:

“(2) the ratio of (A) the average of the total wages (as
defined in requlations of the Secretary and computed without re-
gard to the limitations specified in section 209(a)) reported to
the Secretary of the Treasury or his delegate for the calendar
year before the calendar year in which the determination under
subsection (a) is made to (B) the arerage of the total wages (a3
so 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 contribution and benetit
base was enacted or a determination resulting in such an increase
was made under subsection (a).”.

(f) (1) Effective with respect to convictions after December 31.1977.
section 202(u) (1) (C) of such Act is amended by striking out “quar-
ter™ wherever it appears and inserting in lieu thereof “year”.

(2) (A) Section 205(c) (1) of such Act is amended by striking out
“(as defined in section 211(¢e))™.

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

“(D) The term ‘period’ when used with respect to self-employ-
ment income means a taxable year and when used with respect to
1wages means—

“(7) a quarter if wages were reported or should hare been
reported on a quarterly basis on tax returns filed with the
Secretary of the Treasury or his delegate wnder section 6011
of the Internal Rerenue Code of 195} or regulations there-
under (or on reports filed by a State under section 218(e) or
regulations thereunder).
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“(1i) a year if wages were reported or should hare been
reported on a yearly basis on such tax returns or reports, or

“(iti) the half year beginning January 1 or July 1 in the
case :{ wages which were reported or should have been re-
ported for calendar year 1937..

(C) Section 205(0) of such Act is amended by inserting “before
1978 after “calendar year".

(¢9) The amendments made by subscction (b) of this section shall
apply with respect to remuneration <paid after December 31. 1977,
cxcept that the amendment made by subsection (b) (2) shall apply with
respect to notices submitted by the States to the Seeretary after the
date of the enactment of this Act. The amendments made by subsections
(d) and (f)(2) shall be effective January 1, 1978. Except as other-
irize gpecifically provided. the remaining amendments made by this
section shall be effective January 1. 1979.

Subpart 2—Amendments to the Internal Revenue Code of 1964

DEDUCTION OF TAY FROM WAGES

Skc. 356. (a) Section 3102(a) of the Internal Revenue Code of 1954
ix amended by striking out “or () or (10)", and by inserting after
~i8 less than $50;" the following: “and an employcr who in any cal-
endar year pays to an employce cash remuneration to which para-
graph (7)(C) or (10) of section 3121(a) isx applicable may deduct
an amount equivalent to such tar from any such payment of remunera-
tion, cven though at the time of payment the total amount o{ such
remuneration paid to the employce by the employer in the calendar
year i8 less than 8100.;".

(b) (1) Paragraphs (1) and (2) of section 3102(c) of such Code
are cach amended by striking out “quarter™ whercrer it appears and
by inserting in liew thereof * year™.

(2) Paragraph (3) of section 3102(c¢) of such Code is amended—

m(lA) by striking out “quarter of the” in subparagraph (A);
a
(B) by striking out “quarter” whercver it appears in subpara-
graphs (B) and (C) and inserting in lieu thereof “year”.

(¢) The amendments made by this section shall apply with respect

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

TECHNICAL AND CONFORMING AMENDMENTS

Sec. 356. (a) Sections 3121(a)(7)(C) and 3121(a) (10) of the In-
ternal Revenue ("ode of 195} are each amended by striking out “quar-
ter” whererver it appears and inserting in lieu thereof “year”. and by
striking out “$50” and inserting in lieu thereof “$100”,

(b) Section 3121(a) of such (ode is amended by striking out “or”
at the end of paragraph (14). by striking out the period at the end
of paragraph (13) and inserting in licu thereof *; or”, and by adding
after paragraph (15) the following newr paragraph :

“(16) remuneration paid by an organization exempt from in-
come taxr under section 501(a) (other than an organization de-
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scribed in section 401(a)) or under section 521 in any calendar
year to an employee for service rendered in the employ of such
organization, if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100.”.

(c) Section 3121(b) (10) of such Code is amended by striking out
“(10) (A)” and all that follows down through “(B) service” and
inserting in lieu thereof “(10) service”, and redesi ing clauses (?)
and (i) as subparagraphs (A) and ( B),mpectimé:.

(@) Sections 8121(6?(17) (A) and 3121(g) (4) (B) of such Code are
‘each r,rmemled by striking out “quarter” and inserting in lieu thereof
‘year”,

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

Subpart 3—Conforming Amendment to the Railroad Retirement Act
of 1974

COMPUTATION OF EMPLOYEE ANNUITIES

Skc. 368. (a) The last sentence of section 3(f) (1) of the Railroad
Retirement Act of 197} 18 amended—
m(l 1) by inserting “paid before 1978” after “in the case of wages”,
a
(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 effectwe Janu-
ary 1, 1978.

PART F—Nat1ox4L Coxvnissioy oy Soctar SECURITY

ESTABLISHMFENT OF COMMISSION

Skc. 361. (a) (1) There is hereby established a commission to be
known as the National Commission on Social Security (hereinafter
referred to as the “Commission”).

(2) (A) The Commission shall consist of—

(7)) five 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-
sion

(i7) two members to be appointed by the Speaker of the House
of Representatives; and

(#id) two members to be appointed by the President pro tem-
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-
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mission, and shall include representatives of the private insurance in-
Austry and of rem})ivnts and potential recipients of benefits under the
programs involved as well as individuals whose caxxwgty is based on
a special knoiwledge or expertise in those programs. No individual who
/s otherwrise an o]%(w' or full-time employee of the United States shall
wrve aga member of the Commission.

(D) The Chairman of the Commission shall designate a member of
the Comumission to act as Vice Chairman of the Commission.

(EF) A majoriffy of the members of the Commission shall constitute
1 quorum, but a lesser number may conduct hearings.

(F) Mcmbers of the Commission shall be appointed for a term of
‘iro years.

() A racancy in the Commission shall not affeet its powers. but
Jhall be filled in the same manner as that hercin provided for the
appointment of the member first appointed to the vacant position.

(3) Members of the Commission shall rcceive $1.38 per diem while
‘ngaged in the actual performance of the dwtics vested in the Com-
mission, plus rcimbursement for tracel, subsist. nce, and other neces-
sary expenges incurred in the performance of such duties.

(4) The Commission shall mect at the call of the Chairman, or at the
il of @ majority of the members of the Comimnission; but mectings of
the Commission shall be held not leas frequently than once in each
calendar month which begins aftcr a majority of the authorized mem-
Lership of the Commission has first been appointed.

(8) (1) It shall be the duty and function of the Comanission to con-
duct a continuing study. investigation, and reviciw of—

(A) the Federal old-age. survivors, and disability insurance
program. established by title I] of the Social Necurity Aet; and

(B) the health insurance programs established by title X1 111
of such Act.

(2) Such study. investigation. and review of such programs shall
include (but not be limited to)—

(A) the fiscal status of the trust funds established for the fi-
nancing of such programs and the adequacy of such trust funds
to meet the immediate and long-range financing necds of such
programs;

(B) the scope of coverage. the adequacy of benefits including
the measurement of an adequate retirement income, and the con-
ditions 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 impact of such programs on, and their relation to,
public assistance proarams, nongorernmental retirement and an-
nuity programs. medical service delivery systems, and national
employment practices;

(D) any inequitics (whether attributable to provisions of law
relating to the establishment and operation of such programas. to
rules and regqulations promulgated in connection with the admin-
istration of such programs. or to administrative practiccs and
procedures emplonved in the carrying out of such programs)
which affect substantial numbers of individuals 1vho are insured
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or otherwise eligible for benefits under such programs. including
tnequities and inequalities arising out of marital status, sex. or
similar 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 tax with the financing of such programs
being accomplished in some other manner (including general
revenue funding and the retirement bond), (it) the cstablishment
of a system. providing for mandatory participation tn any or all
of the Federal programs, (iii) the integration of such current
Federal nroarams awith private retirement programs. and (ir)
the establishment of a system permitting covered individuals a
choice of public or private programs or both;

(FY the need to develop a special Congumer Price Index for
the elderly, including the financial impact that such an indexr
would have on the costs of the programs cstablished under the
Social Security Act; and

(@) methods for effectively implementing the recommendations
of the Commaission.

(3) In order to provide an effective opportunity for the general
public to participate fully in the studu. inrestiqation. and reviewr und. r
this section, the Commission. in eonducting such atudy, inrvestiqation.
and review. shall hold public hearinas in as many different geographi-
cal arcas of the country as noasihle. The residents of each area wher
such a hearing is to be held shall be giren reasonable advance notice
of the hearing and an adequate opportunity to appear and express
their views on the matters under consideration.

(e (1) No later thon four months after the date on which a majority
of the authorized membership of the Commiszion iz instially appointed.
the Commission shall submit to the President and the Congress a
special report describina the Commission’s plars for conducting the
study, investiaation. and rerierwr under subssoction (b)), 1w0ith particular
reference to the srope of such study. investiqation. and review: and
the methods nroposed to be used in condurting it.

(2) At or before the flose of cach of the firat tinn years after the dat
on which @ maiority of the authorized meomhership nf the Commiszion
18 initiallu appointed, the Commission shall suhmit to the President
and the Congress an annual report on the study. irrestination, and
review under subsection (b). together with itz recommendations with
respect to the programs invnlred. The second swech report shall con-
stitute the final renort of the Commyission on such stvdu, investiqation.
and review, and shall include its inal recommaondations: and vipon th
submizsion. of such final report the Commirsion ghall rease to ewizt,

(d) (1) The Commission shnall appoint an Executive Director of the
Commission 1rho shall be compensated at a rate fired by the Commis-
sion. but which shall not exreed the rate establ shed for level V of
the Frecutive Sehedule by title 5. T'nsted States (nde.,

(2) In addition to the Executive Director. the Commisgion shnll
have the power to apnoint and fir the comnencation of auch persnnnel
as it deems adrvisable, in arcordance with the nrnvizions of title 5.
United States Code, gorerning apnnintments to the competitive sers -
tee. and the prorisions of chanter 51 and svhrhanpter I'TT of chapter 53
of such title, relating to classification and General Schedule pay rates.
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(e) In carrying out its duties under this 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 to matters with respect to which it has a responsibility
under this section, as the Commission or such committee may deem
advisable. The Chairman of the Commission or any member au-
thorized by him may administer oaths or affirmations to witncases
appearing before the Commission or before any committee thereof.

(f) The Commission may secure directlf{d/rom any department or
agency of the United States suck data a a;‘rg:rmation as may be
neccssary to enable it to carry out its dutics under this section. Upon
request of the Chairman of %e Commission, any such department or
agency shall furnish any such data or information to the Commyission.

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

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

(?) It shall be the duty of the Health Insurance Benefits Advisory
('ouncil (established by section 1867 of the Social Security Act) to
provide timely noticc to the Commission of any meeting, and the
(Chairman of the Commission (or his dclegate) shall be entitled to
attend any such meeting.

PArRr G—MI1SCELLANEOUS PROVISIONS

APPOINTMENT OF HFEARING EXAMINERS

Sec. 371. The persons who wwere appointed to serve as hearing exam-
iners under section 1631 (d) (2) of the Social Security Act (as in effect
prior to January 2., 1976) ., and 1who by section 3 of Public Law 94202
were deemed to be appointed under section 3105 of title &, United
Ntates Code (with such appointments tcrminating no later than at
the close of the period ending I)ecember 31, 1978), shall be deemed
appointed to carcer-absolute positions as hearing examiners under
and in accordance with gection 3105 of title 5, United States Code,
with the same authority and tenure (without regard to the expiration
of such period) as hearing examincrs appointed directly under such
section 3105. and shall receire compensation at the same rate as
hearing ewaminers appointed by the Secietary of Health, Education,
and Welfare directly under such section 3105. All of the prorisions of
title 6, United States Code. and the regulations promulgated pursuant
thereto, which are applicable to hearing examiners appointed under
such section 3105, shall apply to the persons described in the preceding

sentence.
REPORT OF ADVISORY COUNCIL ON SOCIAL SFCURITY

~ Skc. 372. Notwithstanding the provisions of section 706(d) of the
Nocial Security Act, the report of the Advisory Council on Social
Necurity which s due not later than January 2, 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 BSERVICE PROGRAMS RECEIVING
FEDERALFINANCIAL ASSISTANCE

FISCAL RELIEF FOR STATES AND POLITICAL SUBDIVISIONS WITH RESPECT TO
COSTS OF WELFARE PROGRAMS

Skc. 401. Section 403 of the Social Security Act is amended—

1) in subaejtqz’onf(a), by adding at the end thereof the follow-
ing new paragraph:

“r :gthe c(fse os} cglendar quarters beginning after. September 30.
1977, and prior to April 1, 1978, the amount to be pm.d to each .SWC
(as determined under the preceding provisions of _”"8 subsection or
section 1118, as the casc may be) shall be increased in accordance with
the provisions of subsection (i) of this section.” ; and '

(2) by adding at the end thereof the following newr subsection:

«“({) (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 846.760,Q00 as
the amount expended as aid to families with dependent children
under the State plan of such State during the month of Decem-
ber 1976 bears to the amount expended as aid to families cith
dependent children under the State plans of all States during
such month.and

“(B)(f) in the case of Puerto Rico. Guam, and the T irgin
Islands, an amount equal to the amount determined under sub-
paragraph (A) with respvect to such State. or

“(it) in the case of any other State. an amount which bears
the same ratio to $46.250.000, 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
Aet 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 States under such section 106 for such period.

“(2) As a condition of any State receiving an increase, by reason
of the application of the foregotng provisions of this subsection, in
the amount determined for such State pursuant to subsection (a) or
under section 1118 (as the case may be). 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 guar-
ter with respect to which such increase applies, 30 much 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 prorisions of this sub-
section for calendar quarters prior to April 1, 1978, shall be made in a
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single installment, which shall be payable as shortly after October 1.
1977, as is administratively feasible.”.

INCENTIVE ADJUSTMENTS FOR QUALITY CONTROL IN FEDERAL FINANCIAL
PARTICIPATION IN AID TO FAMILIES WITH DEPENDENT CHHILDREN PROGRANS

Sec. 402. (a) Section 403 of the Social Seourity Act is amended by
adding after subsection (i) (as added by section 401 of this Act) 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 any sir-month
period, as based on samples and evaluations thereof, is— .

“(1) at least } per centum, the amount of the Federal financial
participation in the erpenditures made by the State in carrying
out such plan during such period shall be determined without
regard to the provisions of this subsection or

“(2) less than } per centum, the amount of the Federal finan-
cial participation in the expenditures made by the State in carry-
ing out such plan during such period shall be the amount deter-
maned without regard to this subsection, plus, of the amount by
which such expenditures are less than they would harc been if the
crroneous excess payments of aid had been at a rate of 4 per
centum—

“(A) 10 per centum of the Federal share of such amount,
tn case such ratc is not less than 3.5 per centum,
“(B) 20 per centum of the Federal share of such amount,
in case such rate is at least 3.0 per centum but less than 3.6
per centum,
“(C) 30 per centum of the Federal share of such amount,
in case such rate is at least 2.5 per centum but less than 3.0
per oentum,
“(D) 40 per centum of the Federal share of such amount,
in case such rate is at least 2.0 per centum but less than 2.5
per centum,
“(E) 50 per centum of the Federal share of such amount,
in case such rate is less than 2.0 per centum.
For purposes of this subsection (i) the term ‘dollar crror rate of aid’
means the total of the dollar error rates of aid for (I) payments to
ineliqible families receiving assistance ; (I1) overpayments to eligible
families receiving assistance : (111) underpayments to eligible families
receiving assistance: and (IV) nonpayments to eligible families not
receiving assistance due to crroncous terminations or denials, and (i)
the term ‘erroneous excess payments,’ means the total of (I) erroncous
payments to ineliqible families receiving assistance, and (II) over-
payments to eligible families receiving assistance.”.

. () 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

Sre. {08. (@) Part A of title IV of the Social Security Act is amended
by adding after section 410 the following new section:
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“4CCESS TO WAGE INFORMATION

“Skc. 411. (a) Notwithstanding any other provision of law. the Sec-
retary shall make arailable to States and political subdirisions thereof
wage information contained in the records of the Social Security
Administration which is necessary (as determined by the Secretary
in regulations) for purposes of determining an mdn-cdual' s eligibility
for aid or services. or the amount of such aid or services, under a State
plan for aid and services to needy families with children ap ed
under this part, and which is specifically requested by such State or

political mg’r(; 1vision for such purposes.

“(b) The Secretary shall eatabrgah such safequards as are nacessary
(as determined by the Secretary under regulations) to insure that
tnformation made arailable under the risions of this section is used
only for the purposes authorized by this section.”

(d) Sectwn 3304(a) of the Federal T’nemploymen! Tax Act i
amended by redeszgnatmq paragraph (16) as paragraph (17) and by
zmertz after aaagrap (15) the following new paragraph :

“(16) (Ag’ wage information contained in the records of the
agency administering the State lair which is necessary (as dcter-
mined by the Secretary of Health, Education, and Welfare in
regulations) for purposes of determining an individual’s eligibil-
ity for aid or services, or the amount of such aid or services, undcr
a State plan dfor aid and services to needy families with children
approved under part A of title IV of the Social Security Act, shall
be made armlab;) to a State or political subdivision thereof when
such information is specifically requested by such State or political
subdirvision for such purposes, and

“(B) suc 8afeguards are established as are necessary (as deter-
mined by the Secretary of Health, Education, and Welfare i
requlations) to insure that such information is used only for the

oses authorized under subperagraph (A).".

(¢) »SP tion J02(a) of the Social Security Act i3 amended—

: ({ ) 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 liew thereof a semicolon and the word “and”;: and

(3) by adding at the end thereof the following new paragraph :

“(29) e/ferm'c October 1, 1979, provided that wage informa-
tion arvailable from the Social Securtty Administration under
the provisions of section 411 of this Act. and 1wwage information
available (under the prorisions of section 3304(a)(16) of the
Federal Unemployment Tax Act) from agencies administering
State unemployment compensation laws. shall be requested and
utilized to the extent permitted under the provisions of such sec-
tions; except that the State shall not be required to request such
mformahon from the Social Security Administration where such
information is available from the agency administering the Stat.
unemployment compensation laws.”.

(d) The amendments made by this section shall be effective on the
date of the enactment of this Act.
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STATE DEMONSTRATION PROJECTS

Skc. 40}. Section 11150 f the Social Security Act is amended—

(1) By inserting “(a)™ after “Sec. 1115.7;

(2) by redesignating subsections (a) and (b) as paragraphs
(1) and (2). respecti z'e?y s and

(3) by adding at the cnd thereof the following new subsection :

“(8) (1) In order to permit the States to achicve more efficient and
effcctive use of funds for public assistance, to reduce dependency. and
to improve the living conditions and increase the incomes of individ-
uals who are recipients of public assistance, an&q/ State haring an ap-
proved plan under part A of title IV may, subject to the provisions
of this subsection, catablish and conduct not more than thrce demon-
stration projects. In establishing and conducting any such project the
State shall—

“(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 con(l;ﬁons applicable to the peyormance of work and
tra:;:::'ing on such projcct are established and will be main-
tained,

“(i7) such project wrill not result in the diaplacement of em-
ployed workers.

“(#ii) each participant in such project shall be compensated
for work performed by him at an hourly rate equal to the
prevailing hourly wage for similur work in the locality where
the participant performs such work (and, for purposcs of
this clause, benefits payable under the State's plan approved
under part A of title IV of the family of which such par-
tictpant is a member shall be rcgarn’vdy as compensation for
work performed by such participant),

“(ir) aith respect to such project the conditions of work,
training. cducation. 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

“() provide that participation in such project by any individ-
ual receiving aid to families 1with dependent children be volun-
tary.

“( 2)’::/4 ny State which establishes and conducts demonstration proj-
ccts under this xsubsection may, subject to paragraph (3), with reapect
to any such project—

“(A) waive, subject to paragraph (3), any or all of the require-
ments of sections }02(a) (1) (relating to statewide operation),
402(a) (3) (relating to administration by a single State agency),
402(a) (8) (relating to disreqard of earned income). except that
no such waiver of J02(a) (8) shall operate to waire any amount in
excess of one-half of the earned income of any indiridual, and }02
(a) (19) (relating to the work incentive program);
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“(B) subject to paragraph (4), use to cover the costs of the proj-
ect such funds as are appropriated for payment to such State with
respect to the assistance wm 8 or would, except for participa-
tion in a project under this subsection, be payable to individuals
participating in such projects under part A of title IV for any
flscal 6;/ear tn which such projects are conducted ; and

“(C) use such funds as are appropriated for payments to States

under the State and Local Fiscal Assistance Act of 1972 for any
fiscal year in which the project is conducted to cover so much of
the costs of salaries for individuals participating in public sery-
wce employment as is not covered through the use of funds mad.
available under subparagraph (B).

“(3)(A) Any State which wishes to cstablish and conduct demon-
stration projects under the provisions of this subscction shall submit
an application to the Secretary in such form and containing such in-
formation as the Secretary may require. Whenever any State submits
such an application to the Secretary, it shall at the same time i8sue
public notice of that fact together with a gencral description of the
proicct with respect to which the application is sudbmitted. and shall
mvite 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 State or the Secre-
tary by such parties. The State shall also make copies of the applica-
tion available for public inspection. The Secretary shall also im-
mediately publish « summary of the proposed projcet, make copies of
the application available for public inspection, and receive and con-
sider comments submitted with respect to the application. A Stat.
shall be authorized to proceed with a project submatted under this
subsection—

“(t) when such application has been approved by the Secretary
(which shall be no earlier than 30 days ﬁ%m’ng the date the ap-
plication is submatted to him), or

“(it) 60 days after the date on which such application is sub-
mitted to the Secretary unless, during such 60 day period, he denic«

the application.

“(B) Notiwithstanding 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 such waiver is inconsistent with the
purposes of this subsection and the purposes of part A of title IV . th.
Secretary may disapprove such waiver. The project with respect to
which any such disapproved waiver was made shall be terminated
by such State not later than the last day of the month following the
month 1n which such waiver was disapproved.

“(4) Any amount payabdle to a State under section 403(a) on behalf
of an individual participating in a project under thig section shall not
be increased 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 wrere 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.
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“(6) Any demonstration project established and conducted pursuant
to the prorisions of this subsection shall be conducted for not longer
than tiwo years. All demonstration projects cstablished and conducted
pursuant to the provisions of this subsection shall bc terminated not
luter than September 30, 1980.".

REIMBURSEMENT FOR FRRONKOUS STATE SUPPLEMENTARY PAYMENTS

~ec, 405, (a) Notwithstanding any othcr provizion of law, the Secre-
tary of Health, Education, and Welfarc is authorized and directed
to pay to each State an amount equal to the amount expended by such
State for erroncous supplementary payments to aged, blind, or disabled
individuals whencver,and to the extent to which, the Secretary through
an audit by the Department of Health, Education, and Welfare which
has been reviewed and concurred in by the Inspector Gencral of such
de partme nt determines that—

(1) such amount was paid by such State as a supplementary
payment during the calendar ycar 197 pursuant {o an aqrccment
between the State and the Secretary r«quired by section 212 of the
Act entitled “An Act to extend the Renegotiation Act of 1961 for
one year, and for other purposes”, approved July 9, 1973, or such
amount was paid by such State as an optional State su p/)imm'nm-
tion, as defined in scction 1616 of the Social Security Act, during
the calendar year 197.).

(2) the erroneous payments were the result of good faith reli-
ance by such Stale upon crroneous or incomplete information sup-
plied by the Department of Hcalth, Education, and Welfare,
through the State datu exchange, or good faith reliance upon in-
correct supplemental security income benefit payments made by
such department,and

(3) recovery of the erroneous payments by such State would
be tmpossible or unreasonable.

(b) There are authorized to be appropriited such sums as are neces-
s1ry to carry out the provisions of this section.

TITLE V-MISCELLANEOUS
(OVERAGE UNDER MEDICARE OF CERTAIN POWER-OPERATED WHEELCHAIRS

Sec. 501. (a) Section 1861(8)(6) of the Social Security Act is
amended by inserting after “wheelchairs” the following : “(which may
include a power-operated vehicle that may be appropriately used as a
irheelchair, but only awchere the use of such a rehicle is determined to be
necessary 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 inserting after
the fourth sentence thereof the following new sentence : “With respect
to power-operated wheelchairs for which payment may be made in ac-
rordance with section 1861(8) (6).charqges determined to be reasonable
may not exceed the lowest charge at wwhich power-operated wheelchairs
«re available in the locality.”
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(¢) The amendments made by this section shall be effective in the
case of items and services furnished after the date of the enactment

of this Act.
FEDERAL ELECTION CAMPAIGN ACT ANENDMENTS

Skc. 508. (a) Section 328 of the Federal Election Campaign Act of
1971 (2 U .8.C. }41!) is amended—

(1) by inserting “(a)” immediately after “Scc. 328.”, and

2) by adding at the end thereof the following new subsections :

“(b) If an honorarium payable to a person is paid instead at hix
requcst to a charitable orgamization sclected by payor from a list of
5 or more charitable organizations provided by that 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-
ganization’ means an organization described in section 170(c) of the
Internal Revenue Code of 1954.

“(c) For purposes of determiming the aglqre ate amount of hon-
orariums receired by a person during any ca emyar year, amounts r.-
turned to the person paying an honorarium before the close of the
calendar year in 'whir[ it was received shall be disregarded.

“(d) For purposes of paragra %2) of subsection (az, an honora:-
tum shall be treated as acceptef y in the year in which that ho:-
orarium is received.”,

(0) The amendments made by subscction (a) shall apply with rc-
spect to any honorarium received after December 31, 1976.

And the genate agree to the same.

Amend the title so asto 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.”.

And the Senate agree to the same.

Russerr B. Lowa,

ABraHAM RiIBICOFF,

GAYLorp NELSON,

W. D. HaTHAWAY,

DaANTEL MOYNTIHAN,

Carn T. Curris,

BoL Rors,

JorN C. DaNFoORTH,
Managers on the Part of the Senate.

AL ULLMan,
James A. BURkE,
DaN RosTENKOWSKT,
JoE D. WAGGONNER, Jr.,
WiLLiaM R. Corres,
ABNER J. MIKVA,
JmM Goy Tuckes,
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 dependency and sex
discrimination from the social security program, and for other pur-
poses, submit the following joint statement to the House and the Sen-
ate in exj)lanation of the effect of the action agreed upon by the man-
agers 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
bill, the Senate amendment, and the substitute agreed to in conference
are generally described below. except for technical, clerical, conform-
ing, clarifying. and minor drafting changes.

ADJUSTMENTS IN Tax RATks

The House bill contained changes in the cocial security tax schedule
necessary to finance the social security -ystem as modified by the
House bill, as shown in table 1.

TABLE 1.—SOCIAL SECURITY TAX RATES—HOUSE-PASSED BILL
{In percent]

Calendar yesr OASI? DIt OASDI ¢ Hi Total
Employees and employers, esch
1972...... . 4.375 0.57% 4.95 0.90 5.85
1978.. . e 4.275 L7175 5.05 1.00 6.08
1979-80. .. . - 4. 300 . 750 5.05 1.00 6.0%
1980 e 4.450 . 800 5.2% 1.3 6.55
1982-84. . .. 4. 550 . 800 5.3% 1.30 6.65
1988, .. o e eeaee 4.750 .900 5.65 1.30 6.95
1986-89. .. . 4.750 . 900 5.65 1.45 7.%3
1990 andafter.___._.__________........ S.100 1.100 6.20 1.45 1.
Self-employed

18 ) 1 S 6. 185 0.815 7.00 0.90 71.90
1978, o e 6.010 1. 090 7.10 1.00 8.10
1979-80... e .. —— 6. 045 1. 055 7.10 1.00 8.10
111 ) W 5. 700 1. 200 7.90 1.30 9.20
1982-84. ..o e 6. 850 1. 200 8.05 1.3 9.3
1988, .. e e aeee 7.100 1.3% 8.45 1.30 9.78
1986-89. ... s 7. 100 1.35%0 8.45 1.45 9.90
1990 andafter. .. _________..__..._. 7.650 1.650 9.30 1.45 10.78

1 By allocstion in the law.
(83)
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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

(in percent]
Catendar year OASI ¢ Dis OASDI HI Total
Employess and employers, each
|} 1 4.375 0.57% 49 0.9 5.8
1§ 7 IO 4.275 .S S.08 1.00 6.05
1979-80....... e eeeeaaee 4,33 . 150 8. 088 1.05 6.13%
11 4. 525 .825 53 1.28 6.60
1902-84. . ... aeaean 4,575 .825 5.6 1.25 665
1988.. .o e e eeeaaas 4. 7% . 950 5.70 13§ 1.0
| P, 4,750 . 950 5.7 1.4 1.10
1 eeeo o n e eate s e meeeneaean. §.100 1.050 6.15 1.40 1.58
1 oo e me e mmeaan———— S. 500 1. 200 6.7 1.6 810
2000-00. .. o aes S, 950 1. 350 7.3 1.0 [ @]
200l andafter.. . ..... .o eeen... 6. 300 1. 500 1.0 1.0 9.20
Self-employed
11 1 7 S 6. 185 0.815 7.0 0.9 1.9
1§ 7 S 8.010 1.090 7.10 1.00 8.10
1979-80. . .. . e 6.010 1.040 7.05 1.05 8.10
198].. .. eecccacananne 6. 7625 1.2375 8.00 1.28 9.25
1982-84 . .. s 6. 7625 1.237% £ 00 1.2 9.25
1988 ... icmcmmeeeana- 2. 125 1,425 855 1.3% 9.9
1906-89 .. e, 2.125 1. 425 8.5% 1.4 8.95
1990-04 ... .. iiaaann 7.67% 1.575 9.2% 1.4 10.65
1995-2000.. ... e ieaan 8.25% 1. 800 10.05 1. 40 11.45
2000-10. ... .. eiaeann. 8. 925 2.025 10.95 1.40 12.3%
201l andafter. ... oo oreeaaaens 9. 950 2.25% 11.70 1.40 13.10
1 By allotation in law.

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

- TABLE 3.—SOCIAL SECURITY TAX RATES
(V= perceat)
Calendar year OASI ¢ R OASDI Hi Totsl
Employess and employers, esch
1977 e 4.375 0.575 4.95 0.90 5.85
117/ S, 4.275 775 5.05 1.00 6.05
1979-80__ __ . eeieaaas 4.33% . 750 5.08 1.08 6.13
198) e 4. 525 . 825 5.38 1.% 6.65
196284 e 4.575 .825 5.40 1.3 6.70
1988 o eeeieeeanaa 4.750 . 950 5.70 1.3% 7.05
190689 _ .. e iiaeas 4.75 .95 5.70 1.45 7.15
1990 and lster__ . ___ .. .. ... ....... 5.100 1.100 6.20 1.45 7.65
Self-employed
1§ 7 7 6. 1850 0.8150 1.00 0.90 1.9
1928, e eanan 6.010 1.090 1.10 1.00 8.10
19 e e emmmaeeaem———- 6. 0100 1. 0400 7.05 1.05 810
198 i eeeaena- 6. 7625 1.2375 8.00 1.3 9.3
1982-84. o mmann- 6. 8125 1.2375 8.05 1.30 9.35
1985 . .o eccmameeenana 7.125 L 4250 8.55 1.35 9.9
190689 . o iiiaaane- 7.125 1. 4250 8.55 1.45 10. 00
1990 and later. . ... ... ... ... 7. 6500 1. 6500 9.3 1.45 10.75
t By allocation in law. .

ArrocatioNy 1o Disarmary Insurance Trust Fuwnp

The Houise 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.)

CONTRIBUTION AND DBENEFIT 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. A fter 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. A fter 1985, the base would be automatically
adjusted to keep up with average wage levels.

he Senate amendment also provided for increasing the taxable
carnings base for employers to $50,000 for 1979-84 and to $75,000 be-
ginning in 1985. The base would remain at that level until the em-
ployee base reached that level, after which time both would be auto-
matically 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
cmployees under the House and Senate bills and the conference agree-
ment. (Amounts shown under the Senate bill depend, in part, on
automatic adiustments and are, therefore, estimates.)

TABLL 4.—CONTRIBUTION AND BENEFIT BASE

Senate-passed bill

House-passed Employee Conference

Calendar year ¢ bill ull-m%lo:yd Employer sgresment

10 72 $19, 900 $17, 700 $17, 700 $17, 700
L L4 22, 900 19, 500 50, 000 22, 900
1980. ..o o e e e 25, 900 21, 000 §0, 000 25, 900
198] .. e e 29, 700 23, 100 $0, 000 29, 700
198 e O] o) U) ®

1 Automatic thereafter.

? Employes bese, including $600 increases in 1983 and 1985, estimated to rise to $24,600 for 1982, $26,700
for 1983, $28,200 for 1984, $30,300 for 1985, with sutomatic increases (ss under present faw) thereafter.

8 Remains st $50,000 through 1984; increases to $75,000 in 1985 and remains ot $75, until employee
bass resches $75,000.

Railroad Retirement tier-I11.—\U nder 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 wage base contained in the bill. Under the Senate
amendment the tax base for tier-II of the Railroad Retirement Act
would not be affected but the amount of earnings used for computing
the tier-IT 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
E:ovided that the pension insurance administered by PBGC would not
affected by the ad hoc increases in the wage base under social
security. The insured pension amount would increa<e as it would under
automatic-increase provisions of present law.
The Senate bill contained no similar provision.
The Senate recedes.

STANDBY GUARANTEE oF TRust Fuxp LEVELS

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 2714 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 vear’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.

. T(}ine standby loan authority would not be applicable for the HI trust
und.

The Senate amendment contained no such provision.

The House recedes.

RepucTioN IN Taxes For CeErTAIN 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

resent law. For 1980 and after, such an employer’s liability (in

ollars) 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.

MobrFicaTioN oF BENEFIT 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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BENEFIT 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’s% 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 PERIOD

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 BENFEFIT

Under the House bill, the December 1978 minimum benefit rounded
to the next higher dollar f(lestimated 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 Senatz amendment was similar except that it would have
increased the minimum by CPT 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 un({er the House
bill) times the number of years of coverage (years in which earnings
were at least 25% of the contribution and%?eneﬁt 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
{ninlilmném 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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DELAYFED RETIREMENT CREDIT

The House bill ?\mvided 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.

Derayep ReriReMENT CrEDIT FOR Wmows AND WIDOWERS

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 EARNINGS TEsST No LLONGER A PPLIES

The House bill lowered the age at which the retirement test no longer
ap'glies from age 72 to age 65 in 1982.
he Senate amendment lowered the age at which the retirement test
no longer applies from age 72 to age 70 in 1982.
The House recedes.

I1BERALIZATION 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.

Stroies 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 cmployees of Federal, State, and
local governments and nonprofit organizations; would uire the
Secretary of Health, Education, and 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 constitutional ques-
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 Qctober 19,
1976, because they had 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 %eptemper 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 L. 94-563 under
which the taxes and social security coverage that resulted were vali-
Jated; and (1) not require nonprofit organizations that received a
refund of social security taxes }or April-June 1973, to bring their
employees under social security coverage.

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

e House recedes with technical clarifying amendments.

LiMIiTED 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.

EMprLoYEes oF MEMBERS OF RELATED GroUPs oF CORPORATIONS

The Senate amendment provided that a group of corporations con-
currently employing an individual would be considered as a single
employer if one of the group serves as a common paymaster for the
entire group. This would result in such corporations having to pay
no more 1n 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 witﬁ respect to an individual concurrently
employed by two or more related corporations and compensated
through a common paymaster which 1s 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
tuxes 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.

ExrPrLoYyer Taxes ox 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.

CoVERAGE For CLERGYMEN

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

The Senate amendment contained no such provision.

The Senate recedes. :

TOTALIZATION AGREEMENT

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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not be inconsistent with the provisions of title II of the Social Securit?'
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-
ment could be rejected by action of either House.

The House recedes.

ILLiNOIS POLICEMEN AND FIREMEN

The House bill included a provision which would validate earnin
erroneously reported for policemen and firemen covered under the
Illinois 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.

Wiscoxsiy RerireMENT 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 I{ouse provision except
that it was effective upon enactment, rather than on January 1, 1978.

The Senate recedes.

DELIVERY OF BENEFIT ('HECKS

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.

Repucep BENEFITS FOR SPoUsiEs RECEIVING GOVERNMENT 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 cnactment) 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-

rs 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.

REePEAL oF WORKMEN’s CoMPENSBATION OFFSET

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 %redisability earnings.

The House bill contained no such provision.

The Senate recedes.

Di1saBILITY 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
acc;gt vocational rehabilitation services.

e 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 thi: 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 A8 A FaAcTOR IN EN'rx_'ru:-
MENT To, OR TERMINATION OR ReEbprceTiON OF, BENEFITS

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 entitled 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 recedes, 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.

DURATION-OF-MARRIAGE RPQUIREMENT

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 THE 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 REPORTING

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

The House provision changes the provisions of the Social Security
Act that mﬂm 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 wages 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 amendment contained no such provisions.
The Senate recedes.

NaTional, CoMMIssioN ON SocCiAL SECTRITY

The House bill provided fora 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, oon&itions 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.

ApMINISTRATIVE Law JUnGEs (HEARING 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 H('mse recedes.

Abpvisory CoUNCIL ON SoCIAL SECURITY

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

The House bill contained no such provision.

The House recedes.
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SEMIANNUAL CosT-oF-LiviING INCRERASES

The Senate amendment provided for semiannual cost-of-living 1n-
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 ReLIEF roR WELFARB CosTs

The Senate amendment provided for a one-time payment to the
States of $374 million as fiscal relief for State and local welfarc costs
for fiscal year 1978. Half of such funds would be distributed to cach
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 units
of Government are responsible for meeting part of the costs of the
AFDC program the fiscal relief payments would have to be passed
through tpﬁ‘;al governments. States would not be required to pass
through an amount in 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 Statcs 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 AFD( costs for which the
local government was otherwise responsible.

FiscaL INCENTIVFS FOR Lowerixa 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 *
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 percent____ . ____________ 30

At least 2 percent but less than 2.5 percent___._ _______ oo 40
Less than 2 pereent. o e e ————— 60

! The State will retain this percent of the imputed Federal savings.

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-
ments—that is, erroneous payments for ineligibles and overpayments.

Access BY AFDC Acencies 1o Waee Recorbs

The Senate amendment specifically authorized State AFDC agen-
cies to obtain wage information from the wage records maintained
by the Social Security Administration and the wage records main-
tained by State unemployment compensation agencies for purposes
of determining eligibility for (or amount of) AFDC. The Secretary
of HEW would establish the necessary sazsguards 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 DEMONSTRATION PROJECTS

The Senate amendment would authorize certain types of State
demonstration projects related to the AFDC program to be imple-
mented if the gecretary did not specifically Xisap rove 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 could
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-
tar is.
S};ates would be permitted to waive ordinary statutory rules re-
quirirr:F 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 the State 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 Sccretary would also be required to
publish a summary of the proposed demonstration project and make
copies of the ap(s)lication available. He would receive public comments
for at least 30 days after publication of a summary of the proposed
project (even if the ag{plication is approved prior to the 30-day period).

T]he Secretary of HEW could deny applications by a State under
this provision any time after receipt of the a[;‘plication. but could not
approve an application until 30 days after it has been submitted.

State would be authorized to 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 1s 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 EarxeED INcoME DISREGARD

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 individyuufvworking
part-time). plus one-third of the next $300 earned, plus one-fifth of
the remainder. Child care expenses would be subject to limitations b
the Secretary and would be deducted before computing an individual’s
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 rely 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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VeETERANS’ PENSION AND COMPENSATION

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.

MEzp1CARE COVvERAGE OF DEVICES SERVING THE SAME PURPOSE As
A WHEELCHAIR

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 ap&'opriatelly used as a wheelchair where such vehicle is deter-
mined to be medically necessary and meets safety requirements pre-
scribed by the Secretary.

FepEraAL 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. ﬂ)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.

CoLLEGE Turrioxn 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 taxpayer’s 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 be%inning after December 31, 1977: for 1978 only, it would be
refundable. The student must be a full-time student working toward
a baccalaureate de or a certificate of required course work at a
vocational school. E:;enses 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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